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AN ACT to repeal 20.566 (2) (am), 20.835 (3) (b), 71.46 (3), 79.10 (1) (b), 79.10 (1)

1
2 (e), 79.10 (4), 79.10 (7Tm) (a), 79.10 (9) (b), 79.10 (9) (c) 2. and 79.14; to renumber
3 and amend 79.10 (9) (c) 1.; to amend 20.566 (2) (r), 20.835 (3) (q), 20.835 (3)
4 (s),41.41(10) (c) 1., 70.11 (39), 71.07 (9) (b) 5., 71.25 (9) (a), 71.26 (3) (x), 71.26
5 (4), 71.29 (2), 71.44 (1) (a), 71.48, 71.84 (2) (a), 74.09 (8) (b) 3., 79.10 (1m) (b),
6 79.10 (2), 79.10 (5), 79.10 (6m) (a), 79.10 (7m) (b) (title), 79.10 (7Tm) (b) 1., 79.10
7 (9) (bm), 79.10 (10) (title), 79.10 (10) (a), 79.10 (10) (bm) 1., 79.10 (10) (bm) 2.,
8 79.10 (11) (title), 79.10 (11) (b), 79.10 (11) (c¢), 79.11 (3) (b) and 565.02 (7); and
9 to create 20.835 (3) (bm), 71.255, 71.44 (1) (e) and 77.52 (2) (a) 13. of the
10 statutes; relating to: creating a homeowner’s property tax credit, eliminating
11 ; the school levy property tax credit and the lottery and gaming property tax
;65 ed T ‘ nid franchise tax purposes))
13 increasing the amount of the school property income tax credit, imposing the
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1 sales tax on the lease of luxury boxes at sports facilities, claiming the property

2 tax exemption for computers, and making an appropriation.

Analysis by the Legislative Reference Bureau

Property tax credits

Under current law, a property owner in this state may claim a school levy
property tax credit from the state based on the fair market value of the property and
the property taxes levied by school districts located in the municipality in which the
the property is located. The amount of the credit is paid from the general fund.

Under current law, a person who owns property in this state that the person
uses as a principal dwelling may claim the lottery and gaming property tax credit as
a credit against the property taxes imposed on his or her principal dwelling. The
amount of the credit is based on the fair market value of the person’s principal
dwelling and is paid from the lottery fund.

This bill eliminates the school levy property tax credit and the lottery and
gaming property tax credit and creates a homeowner’s tax credit. Under the bill, a
person who owns property in this state that the person uses as a principal dwelling
may claim the homeowner’s credit as a credit against the property taxes imposed on
his or her principal dwelling. The amount of the credit is based on the fair market
value of the person’s principal dwelling, up to a fair market value of $60,000. The
credit is paid from both the general fund, in an amount equal to the amount paid for
the school levy property tax credit, and the lottery fund.

School property tax income tax credit

Under current law, a person may claim an income tax credit based on the
amount of property taxes or rent paid on the person’s principal dwelling. The amount
of the credit is equal to 12 percent of the first $2,500 of property taxes or rent paid
on the person’s principal dwelling, or, for married persons filing separately, 12
percent of the first $1,250 of property taxes or rent paid on the person’s principal
dwelling. Under the bill, with regard to rent paid on a person’s principal dwelling,
the amount of the credit is equal to 16 percent of the first $2,500 of rent paid on the
person’s principal dwelling, or, for married persons filing separately, 16 percent of the

\  first $1,250 of rent paid on the person’s princig%}; dwelling.
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Under current law, computers and certain computer-related equipment are
exempt from the property tax imposed on the real and personal property of a
business. Under the bill, no property owner may claim the property tax exemption
for computers and computer-related equipment unless the property owner is a
business that has less than $5,000,000 in gross receipts, as determined by DOR, in
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the year that is two years prior to the year in which the property owner claims the
exemption.

Luxury boxes

Under the bill, the furnishing of luxury boxes, sky boxes, and club seats at a
sports facility is subject to a sales tax at the rate of 5 percent of the gross receipts from
the furnishing of such boxes and seats.

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 state and local 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. 20.566 (2) (am) of the statutes is repealed.
SECTION 2. 20.566 (2) (r) of the statutes is amended to read:

20.566 (2) (r) Lettery-and-gaming Homeowner’s tax credit administration.

From the lottery fund, the amounts in the schedule for the administration of the

lottery and gaming homeowner’s tax credit.
SECTION 3. 20.835 (3) (b) of the statutes is repealed.

SECTION 4. 20.835 (3) (bm) of the statutes is created to read:

20.835 (3) (bm) Homeowner’s tax credit; general fund. A sum sufficient to make
the payments under s. 79.10 (5) and (6m) (¢), not to exceed $469,305,000.

SECTION 5. 20.835 (3) (q) of the statutes is amended to read:

20.835 (3) (q) Lottery-and gaming Homeowner’s tax credit. From the lottery

fund, a sum sufficient to make the payments under s. 79.10 (5) and (6m) (c), not

including the amount paid under par. (bm).
SECTION 6. 20.835 (3) (s) of the statutes is amended to read:
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SECTION 6

20.835 (3) (s) Lettery-and-gaming Homeowner’s tax credit; late applications.
From the lottery fund, a sum sufficient to make payments for the lottery-and gaming

homeowner’s tax credit under s. 79.10 (10) (bm) and (bn).

SECTION 7. 41.41 (10) (¢) 1. of the statutes is amended to read:

41.41 (10) (c) 1. Except as provided in par. (d), on or before each January 31,
the department shall pay to the treasurer of each taxation district specified in par.
(b), with respect to all land in the Kickapoo valley reserve and all land acquired by
the board on or before January 1 of the preceding year, an amount determined by
multiplying the estimated value of the land equated to the average level of
assessment in the taxation district by the aggregate gross general property tax rate,
exclusive of the rate that applies under s. 70.58 -and-withoutrespeet-to-the-school levy
tax-eredit-under 57910, that would apply to the land in that taxation district for that
year if it were taxable.

SECTION 8. 70.11 (39) of the statutes is amended to read:

70.11 (39) CoMmpUTERS. If the owner of the property fulfills the requirements

under s. 70.35 and if the property owner is a business that has less than $5,000,000
in gross receipts, as determined by the department of revenue, in the vear that is 2
years prior to the year in which the owner claims an exemption under this

subsection, mainframe computers, minicomputers, personal computers, networked
personal computers, servers, terminals, monitors, disk drives, electronic peripheral
equipment, tape drives, printers, basic operational programs, systems software, and
prewritten software. The exemption under this subsection does not apply to custom
software, fax machines, copiers, equipment with embedded computerized
components or telephone systems, including equipment that is used to provide

telecommunications services, as defined in s. 76.80 (3). For the purposes of s. 79.095,
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SECTION 8

the exemption under this subsection does not apply to property that is otherwise
exempt under this chapter.

SECTION 9. 71.07 (9) (b) 5. of the statutes is amended to read:

71.07 (9) (b) 5. For taxable years beginning after December 31, 1999, subject
to the limitations under this subsection a claimant may claim as a credit against, but
not to exceed the amount of, taxes under s. 71.02, 12% 12 percent of the first $2,500
of property taxes or 16 percent of the first $2,500 of rent constituting property taxes,

or-12% except that a married person filing separately may claim12 percent of the first

$1,250 of property taxes or 16 percent of the first $1,250 of rent constituting property

taxes

.25 (9) (a) of the statutes is amended to read:

«%& ;'fvf
. 71.25(9) (a) The sales factor is a fraction, the numerator of Which/;is'?he total

e,
. %

%,
AN

sale;%%gf the taxpayer in this state during the tax period, and the fdfgnominator of
which is\%he total sales of the taxpayer everywhere during the tax period. For sales
of tangible ;}‘rional property, the numerator of the salesf factor is the sales of the

taxpayer during the tax period under par. (b) 1. anﬁ’{ plus 50% of the sales of the
\ /

taxpayer during the ?&xgeriod under pars. g@yfm and 3. and (¢). For purposes of

yd
determining the numerator of the sales f ‘ctor for a member of a combined reportin

,

'%

group under s. 71.255 (7), “taxnﬁ%@gﬁ‘ means the member of a combined reporting

group, as defined in s. 71. 255/i) (c), @at transferred title to tangible personal

property or, for sales othet than sales of tang}ble personal property, that made the

// %‘*%
7 x%‘
S “
sale. L L
f o

‘\‘»

SECTIOI\{/ﬂ 71.255 of the statutes is created to read:™

oy,

7 1;55 Combined reporting. (1) DEFINITIONS. In this s;?:tion:
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l (a) “Brother—sister parent corporation” means a parent corporation that is a
2 %@‘x\\ member of a commonly controlled group, if any members of the commonly controlledf g
\ /
3 xgroup are not connected to the parent corporation by stock ownership or 1nt;€rest
4 owgershlp as described in par. (d). fﬁ
5 ‘(,,]o) “Combined report” means a form prescribed by the dep%ﬁfment that
6 speciﬁ;}%\}}e income of each taxpayer member of a commonlyﬁg%fitroﬂed group
7 operating ;}‘a%}mitary business. fs/
8 (c) “Comblﬁed reporting group” means the membersfgf’f ; commonly controlled
9 group that are incl&&ad in a combined report under sub*fi2)

10 (d) “Commonly c;\ﬁtl;olled group” means an;g jf the following, but does not

11 include an insurer that is exefngt from taxatlonmnder s. 71.45 (1):

12 1. A parent corporation and[ &ny corporatlon or chain of corporations that are
| 13 connected to the parent corporatlon h? dlrect or indirect ownership by the parent
% 14 corporation if the parent corporation &Wn @fock representing more than 50 percent
% 15 of the voting power of at least one of the c;nnected corporations or if the parent

16 corporation or any of the connected corporatlons owns stock that cumulatively

17 represents more than 50 p’ercent of the voting p(\)W_gsr of each of the connected

/s hY

18 corporations. ” \\K

19 2. Any 2 or qué corporations if a common owner dir;xétly or indirectly owns

20 stock representmg more than 50 percent of the voting power of\the corporations or

21 the connected/ corporatmns Q\“x%

22 3. Ax"partnershlp or limited liability company if a parent corporati on or any

23 corp?ratlon connected to the parent corporation by common ownership directly or

24 i irectly owns more than a 50 percent interest in the capital and proﬁtséﬁo}%he

25  /partnership or limited liability company.
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SECTION 11

4. Any 2 or more corporations if stock representing more than 50 percent of the

votmg power in each corporation are interests that cannot be separate%y transferred.

5. Any 2 or more corporations if stock representing more than 50 percent of the
voﬁng power in each corporation is directly owned by, or for the benefit of, family
membeﬁr;s In this subdivision, “family member” means a‘nﬂ individual related by
blood, marmage or adoption within the 2nd degree of kmshlp as computed under s.

852.03 (2), 199’5 stats , or the spouse of such an 1nd1V1dual

;«’

6. A corpoﬁatmn partnership, or hmlte/d liability company if a parent

corporation or any cerporatlon connected to, fhe parent corporation by common

3,,«,%“

ownership does not hof@ more than a 50 percent ownership interest in the

corporation, partnership, or-limited Iiayﬁity company but effectively controls the

corporation, partnership, or liniiiged li?z{bility company.

(e) “Designated agent” meang'the taxpayer member of a commonly controlled

group who files a group returnﬁh behalf of the taxpayer members of a combined

/
7

reporting group.

i
£

() “Group return” mg*éns a tax return ﬁlé”"dﬁpn behalf of the taxpayer members

%
A Y
%,

of a combined reportingféroup

s

F

(g Intercompény transaction” means a trans&gtlon between corporations,
partnerships, or limlted liability companies that become members of the same
combined repori:mg group 1mmedlately after the transactlon \

(h) “Partnershlp means any entity considered a partnershlp under section

"’4»,,
%

7701 of the Internal Revenue Code.

%,
‘%

(1} ! “Separate return” means a return filed by a corporation, régardless of
Whather the corporation is a member of a combined reporting group or is Eeqmred

tﬁ ﬁle a tax return under s. 71.24 or 71.44. %%

%,
%,
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SEcTION 11

() “Taxpayer member” means a corporation that is subject to tax ungléi' s.71.23

_ (D or (2) or 71.43, that is a member of a combined reporting group, %Ha that files a

\ \ (k) “Top tier corporation” means a member of a commonly Qontrolled group that
\

is not \&onnected with a parent corporation by stock ownershxp or interest ownership
\ «?
as described in par. (d), is a parent corporation, or is’a brother—sister parent

X 7
\ /

corporation, \‘i\t@gardless of whether it is doing busin@%gﬂs in this state or deriving

AN 7

income from soﬁrces in this state, and regardless of whether its income and
\\

apportionment factors are excluded from a combmed report filed under this section.
(L) “Unitary busmess includes the busmess activities or operations of an
entity that are of mutual beneﬁt to, mtegrated with, or dependent upon or that

contribute to activities of at Ieast one other entity, including transactions that serve

an operational function, as determm‘edfby the department. Two or more businesses

are presumed to be a unitary busmess 1f the businesses have unity of ownership,
operation, and use as 1ndlcated by centrahzed management or a centralized
executive force; centralized purchasmg, advertismg, or accounting; intercorporate

sales or leases; mtercorporate services; 1ntercorporate debts; intercorporate use of
"\

proprietary materials; mterlockmg directorates; or 1nter10ck1ng corporate officers.

(2) CORPORATIONS REQUIRED TO USE COMBINED REPORTING (a) Except as provided

\

in par. (b), and sub}ect to sub. (6), a corporation that is subjet:t to the tax imposed

under s. 71.23 ( 1) or (2) or 71.43, that is a member of a commonly controlled group,
AN

and that is engaged in whole or in part, in a unitary business Wlf\h one or more

members of the commonly controlled group shall compute the corporatfhp s income
\

attrlbutable to this state by using the income computation under s. 71.26 o or 71 45,

the apportlonment formula under s. 71.25 (6) or 71.45, and the tax credits und’er S.
f

ff
/
/
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N 71.28 or 71.47 of all of the following that are members of the commonly CO}}/ﬁI‘Olled
2 group
3 ‘ 1. Any corporation organized or incorporated under the laws fbf the United
4 Sta‘tes any state of the United States, the District of Columbia, the Commonwealth
5 of Puerto Rico, any possession of the United States, or any pollt}cél subdivision of the
6 United St\a\t\es, including corporations under sections 921]5 1;() 936 of the Internal
7 Revenue CO(\l\é&\
8 2. Any doﬁl@s\tic international sales corporatieggggder sections 991 to 994 of the
9 Internal Revenue C\E‘xle
10 3. Any foreign sa‘l@\s corporation unde éctions 921 to 927 of the Internal
11 Revenue Code. \\\
12 4. Any export trade cor;loratmn under sections 970 and 971 of the Internal
13 Revenue Code.
14 5. Any corporation regardless of f’bs place of incorporation if the average of its
15 property factor under s. 71.25 (7} and its pay{()ll factor under s. 71.25 (8), for property
16 and payroll within the Umted States and computed on an annual basis, is at least
17 20 percent during any part of the taxable year th;t»a corporation is a member of the
18 commonly controlled gmup K‘a‘gﬁ
19 6. Any corporatlon not described in subds. 1. ?025 to the extent of the
20 corporation’s mco:me within the United States and the corpgf%tlon s property factor
21 under s. 71. 25 {’7 ) and payroll factor under s. 71.25 (8) asmgnable ED a location within
22 the United States a‘%
23 (b) Aycorporatmn that is subject to the tax imposed under s. 71. 2&( 1) or (2) or
24 71.43, *that is a member of a commonly controlled group, and that is engage(l\m whole
25 or;,i‘rl part, in a unitary business with one or more members of the cor:ﬁa:{only

e

j,{/
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SECTION 11

controlled group may, subject to sub. (6), compute the corporation’s income

y"

attmbutable to this state by using the income computation under s. 71.26 o }/’? 1.45,
the apportlonment formula under s. 71.25 (6) or 71.45, and the tax cre(k{s under s.
71. 28 or 71.47 of all the members of the commonly controlled group, xégardless of the

country m which any member of the commonly controlled group is organized or

}f

1ncorporated or conducts business, if all top tier corporatlons that are members of the

commonly controlled group elect under sub. (3) to compufe the corporation’s income

;,
7

as provided under thgs paragraph. f

3) COMPUTATION ELECTION (a) A top tler corporatlon that is a member of a

commonly controlled group\agay elect on the Commonly controlled group’s behalf, and
in the manner prescribed by %‘t&he depagfment, to compute the income of each

AN
A

corporation that is a member of tlr}é%co’f;lmonly controlled group under sub. (2) (b).

If more than one member of the comf;;lo‘ialy controlled group is a top tier corporation,
*%a

an election under this paragraph is not effeetlve unless all top tier corporations elect

on the commonly controlled groups behalf, ahd in the manner prescribed by the
f”
department, to compute 1ﬁcome under sub. (2) (b)

f X

(b) A top tier cor;p%ratlon shall file an electlon made under par. (a) with the
department before;ﬁle last day of the taxable year. The aop tier corporation shall
designate a taxle year that corresponds with the taxable “Xear of any taxpayer

member subject to the tax imposed under s. 71.23 (1) or (Z) or 71.43. If the

%
Y
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SECTION 11
1 \‘\ (c) Except as provided under par. (d), the members of the commo; ly controlled
2 \ group subject to an election under par. (a) shall compute their mcomo under sub. (2)
3 (bﬁ\ for 7 taxable years, beginning with the taxable year de&gnated under par. (b).
4 Thel‘é@ﬂ;er the members of the commonly controlled gromp shall compute their
5 income \\nder sub. (2) (b) for periods of 7 taxable yeafrs and until any top tier
6 corporatlo:r\ that is a member of the commonly controlled group notifies the
7 department, m .a manner prescribed by the department before the last day of the last
8 taxable year 1n\ﬁgy period of 7 taxable years that the top tier corporation is
9 terminating the election under par. (a). A t@rmlnamon under this paragraph takes
10 effect on the first day of the first taxable year beginning after the top tier corporation
11 notifies the department und‘er this paragraph
12 (d) The department may Eg“\rantf a request by a top tier corporation to terminate
13 an election under par. (a) before th@ first period of 7 taxable years under par. (c)
g 14 expires, if the top tier COI‘pOIZ/alZIOIl showys good cause for granting the request, as
§ 15 determined by the departm}ont and consrstent with section 1502 of the Internal
16 Revenue Code. \\'\
17 (e) Except as pmiiided in par. (f), if an electioﬁ\by a top tier corporation on behalf
18 ~of the members of a commonly controlled group undomgar (a) is terminated, no top
19 tier corporatlon may make an election on behalf of tlie members of the same
20 commonly controlled group until 7 taxable years have elapse\(lfrom the day that the
21 termmatloﬁ of the original election took effect. X\
22 (f) The department may grant a request by a top tier corpora?:fon to make an
23 elect1ﬁn under par. (a) before the period of 7 taxable years under par. (e) h\a§ elapsed,
24 if the top tier corporation shows good cause for granting the request, as deté\q;x\uned
25 by the department and consistent with section 1502 of the Internal Revenue Co“d\e.
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SECTION 11

(4) AccouNTING PERIOD. For purposes of this section, the income con}ﬁutations
under ss. 71.26 and 71.45, the apportionment factors under ss. 71.25 and?l 45, and
the tax credits under ss. 71.28 and 71.47 of all corporations that are members ofa
comﬁx{led reporting group shall be determined by using the same acceuntmg period.
If the co bmed reporting group has a common parent corpor;atlon the accounting
period of the common parent corporation shall be used to defermme the income, the
apportlonment\fa\f:tors, and the tax credits of all the cox;pb;atlons that are members

of the combined re\pQ{ting group. If the combined re i)rting group has no common

parent corporation, th&r\;gome, the apportionmentfactors, and the tax credits of the

combined reporting group\'shall be determined/using the accounting period of the

member of the combined repor\t\fﬂg group that has the most significant operations on

a recurring basis in this state, as determ jed by the department.

(5) FILING RETURNS. (a) Cor orations with the same accounting period.

VAN
Corporations that must file a comb ~ed rep%gt under this section and that have the

“‘x
same accounting period may ﬁl ‘a group returm\as prescribed by the department,
that reports the aggregate staéte franchise or state’ Income tax liability of all of the

members of the combined geportmg group. Corporations that are required to file a

combined report under/this section may file separate%‘x\eturns reporting the
respective apportmnment of the corporation’s state franchise O‘z;\state income tax
liability as determf ged under sub. (2), if each corporation filing a §eparate return
pays its own apportlonment of its state franchise or state income tax l}aﬂb}hty

(b) Corporatzons with different accounting periods. Corporations th@t are
required ta’ﬁle a combined report and that have different accounting periods s Il
file separete returns and shall use the actual figures from the corporations’ ﬁnanma&
reccgﬁs to determine the proper income and income-related computations to convert

f’

E<4
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SEcTION 11
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\ to a common accounting period. Corporations that are required to ﬁ’le a combined

/

o

report may use a proportional method to convert income to a coanmon accounting
perlod\lf the results of the proportional method do not materlally misrepresent the

income apportloned to this state. The apportionment factors under ss. 71.25 and

,

71.45 and thQ tax credits under ss. 71.28 and 71.47 shaﬂ be computed according to
\

the same meth()@ used to compute the income und

common accountirig\period. If a corporation performs an interim closing of its

ss. 71.26 and 71.45 for the

N\
financial records to céiagpute the income at ributable to the common accounting
period, the actual figures\from the interi;ﬁﬁ closing shall be used to convert the
‘s\
apportionment factors and ta&credits to'the common accounting period.

hY

(¢) Designated agent. 1. Fo cq;fi;orations that are subject to this section and

that file a group return under par \{a), the parent corporation of the combined
reporting group is the sole d%s{gnate&gagent for each member of the combined

reporting group including t] e parent cc}i)oration, if the parent corporation is a

taxpayer member of th /combined reportm\g\group and income of the parent

corporation is mcluded on the group return. I%\the parent corporation is not a

taxpayer member or‘i the parent corporation’s mcon’ie\ is not included on the group
return, the taxpayer members may appoint a taxpayer mi mber to be the designated
agent. Ifthe parent corporation of the combined reporting g\rapup is not eligible to be
the des:tgna‘ted agent and no taxpayer member is appomted%a be the designated
agent, th’e designated agent is the taxpayer member that has the most significant
operahons in this state on a recurring basis, as determined by the depagtment The

g N
desagnated agent, as determined under this subdivision, remains the t:l\emgnated

;agent until the designated agent is no longer a taxpayer member or untll the

7

\;

taxpayer members appoint a different designated agent. If the designated eigent
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SECTION 11

changes the combined reporting group shall notify the department of such a change,

«”

1n a manner prescribed by the department.
2 The designated agent shall file the group return under par (a) shall file for

any extensmns under s. 71.24 (7) or 71.44 (3), shall file amended reports and claims

‘&

5,

for refund or credit, and shall send and receive all cerrespondence with the

department regardmg a group return. Any notice the department sends to the
designated agent is considered a notice sent to all members of the combined reporting
group. Any refund le;h respect to a group return’ shall be paid to and in the name
of the designated agent and shall discharge any 11ab111ty of the state to any member
of a combined reporting groap regarding the refund The combined reporting group
filing a group return under parK{a) shal pay all taxes, including estimated taxes, in
the designated agent’s name. The de \;ignated agent shall participate on behalf of the
members of the combined reportlng gr‘eup in any investigation or hearing requested
by the department regarding ﬁ group%‘eﬁturn and shall produce all information
requested by the departmen};" regardlng a gmup return. The designated agent may
execute a power of attorgey on behalf of the ?ﬁembers of the combined reporting

‘%
group. The des:tgnatedzfagent shall execute Wawers closing agreements, and other

%

documents regardn;g a group return filed under par. (a9 and any waiver, agreement,
or document exec?{ed by the designated agent shall be cof}sldered as executed by all
\

members of theg%ombmed reporting group. If the department ECtS in good faith with
/

a combined réporting group member that represents itself as tﬁ% designated agent
for the copibined reporting group but that combined reporting grouﬁmember is not

the de/;/fgnated agent, any action taken by the department with that combined

*

N\,
repo gmg group member has the same effect as if that combined reporting group
ember were the actual designated agent for the combined reporting group. x
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(d) Part—year members. If a corporation becomes a member of a cémbined

\_reporting group or ceases to be a member of a combined reporting group after the

begmmng of a common accounting period, the corporatmns mcome shall be

appor:cmned to this state as follows:

r
i

lif the corporation is required to file 2 or more shox;j;ﬁperiod federal returns
for the confﬁ»;on accounting period, the income for theféhort period in which the

corporation was a member of a combined reportmg group shall be computed as

provided under sub (2) the corporation shall join n ﬁhng a combined report for that

short period, and the corporatlon may join m ﬁhng a group return for that short

period. The income for the r@mammg shor‘t perlod shall be reported on a separate

return under s. 71.26 or 71. 45 If the corporatlon becomes a member of another

combined reporting group in the ré@l ning short period, the corporation’s income

shall be computed for the remain}f{g sﬁgrt period as provided under sub. (2).
2. If the corporation is n@t requireci“"v‘*tﬁg file short—period federal returns, the

pa %
# %,

corporation shall file a sepa;f“gte return. Inco%ngp shall be computed as follows:

a. As provided undﬁ'; sub. (2) for any periz}@l%in which the corporation was a
member of a combmed reportmg group. %&
b. Asa separate entity under s. 71.26 or 71.45 f(}r any period in which the

”%

corporation was not a member of a combined reporting grow,g

(e) Amended group return. The election to file a group retu?gn under this section

%
applies to aﬁ amended group return that includes the same corporﬁi;mns that joined

in the ﬁhng of the original group return. Under this section, an ankended group

returnwshall be filed as follows: %

1 If an election to file a group return that is in effect for a taxable j%ear is

revoked for the taxable year because the combined reporting group that ﬁled the
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group return is not subject to sub. (2), as determined by the departme;xt the

K\,@des1gnated agent for the combined reporting group may not file an ame/ri’ ded sroup

return The designated agent and each corporation that joined in ﬁﬁng the group

return ehall file a separate amended return. To compute the tax’ due on a separate

e
Vs

amended return a corporation that files a separate amended return shall consider

all of the payments credits, or other amounts, mcludlng I;é;funds that the designated

f
7

agent allocated to the corporation. /
V

2. Ifa change in: gax liability under this se(;fmn is the result of the removal of

/é/

a corporation from a corﬁbmed reporting gréup because the corporation was not

eligible to be a member of the comblned Teportlng group for the taxable year, as
determined by the department fghe des1gnated agent shall file an amended group
return and the ineligible corporatmn shall file a separate amended return.

%‘

3. If a corporation erroneduely fa‘ﬂs to join in the filing of a group return, the
designated agent shall file 2}; ;mended gr@up return that includes the corporation.
If a corporation that erron«éously fails to join m the filing of a group return has filed
a separate return, the gnrporatlon shall file an amended separate return that shows
no net income, over}fayment or underpayment, and shows that the corporation has
joined in the ﬁlmé of a group return.

6 INCOME COMPUTATION UNDER COMBINED REPORTING ‘For the purposes of sub.

(2), income ttrlbutable to this state shall be computed as foll&gvs:

under’s. 71.26 or 71.45, as appropriate, before deducting net busi%egs losses. A

=,
X

}inder a method of accounting or an election authorized under s. 71.26 (3) (y) Ql 30

&X“‘é.
mﬁﬁ/;ber of a combined reporting group may determine its net loss or net income

25 / (1), 71.45 (2) (a) 13., or 71.49 (2), as appropriate, regardless of the accounting methad
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1 used to determine the net loss or net income of other members of the combined

2 x,‘ reportmg group. After a member establishes an accounting method, or makes any

3 eiectlon under this section, the member’s net loss or net income shal] he consmtently
4 det;rz;g}med in the combined report of all members of the combmeﬁ reportmg group
5 and in ;he group return filed by the taxpayer members or in the’s iparate return filed
6 by the members If a corporation is engaged in 2 or more, ﬁrgdes or businesses that
7 are required to use different apportionment formulas under s. 71.25 or 71.45, the net
8 income for each tr;&e or business shall be computed separately A unitary business
9 with operations in a foz'e1gn country shall compute its net loss or net income as

10 provided by rule by the department

11 (b) Adjust each member %mcomefﬁés determined under par. (a), as provided

12 under s. 71.30.

13 (¢) From the amount determmed under par. (b), subtract intercompany
| 14 transactions, as provided by rule by fhe department, such that intercompany
| 15 accounts of assets, hablhtles equities, mcom‘e costs, or expenses are excluded from

16 the income determln%tg‘on to reflect accuratel‘y the income, the apportionment

17 factors, and the tax &f‘edlts in a combined report that Is filed under this section. An

18 intercompany trarlgactlon includes the following:

19 1. Incon}éfor gain from sales, exchanges, contmbutions or other transfers of

20 tangible or fmtangqble property from a member of the comblned reportlng group to

21 another ,ﬁlember of the combined reporting group.

22 /2 ;Annual rent paid by a member of the combined reportmg graup to another

23 mje’(mber of the combined reporting group. k

f‘

%*a
24 / 3. Annual license fees or royalties paid by a member of the combined feportmg

/ group to another member of the combined reporting group.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

“ including interest income and interest expense related to these items.

2005 - 2006 Legislature - 18~ LRB-0576/P1
JK&MES:wlj:ch

SEcTION 11

4. Loans, advances, receivables, and similar items that one member of the

combined reporting group owes to another member of the combined reporting group,

\,\

\_ 5. Stock or other equity of a member of the combined reporting group th /t is

\

ownedxor controlled by another member of the combined reporting group.,,

\Q%

6. Except as provided by rule by the department, dividends pald out of earnings

or profits and pgud by a member of the combined reporting group t

X

of the combined reportlng group.

7. Management ‘or service fees paid by a member 2 the combined reporting
"g i
group to another member' of the combined reportmg gr’oup

8. Income or expenses -allocated or chargegi by a member of the combined
N

reporting group to another member of the com”bmed reporting group.
(d) From the amount determmed undfer par. (c) for each member of a combined
reporting group, subtract nonapporﬁouable income, net of related expenses, and add

nonapportionable losses, net Of r’élated e)q)enses to determine each member’s

apportionable net income or a},p/portmnable net%ss

&
,»

(e) Compute the apportionment factors un@er sub. (7) and multiply each

member’s apportlonab,&’e net income or apportionable rret loss, as determined under

‘*«

f

par. (d), by the member s apportionment factor as determfned under sub. (7).
) For eéch corporation, combine the amounts determ1ned under par. (e) for
each trad,e/ or business.
f’f

/(é) To the amounts determined under par. (f), add eaz;h member’s
vx/ napportionable income attributable to this state and subtract each members

nonapportionable losses attributable to this state. N\
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(h) If the combined reporting group is not filing a group return, combine the

V
s

amounts determined under par. (g) for all members of the combined reppi‘”’fjcing group.

N, (@) If the combined reporting group is filing a group retu;ﬁu combine the
\
amoants determined under par. (g) for all members of the comb;ned reporting group

that j Jom m filing the group return. /

AN
@ From the amount determined under par. (h) 0}5{1) as appropriate, subtract

,u\

the combined reportmg group’s net operating loss ;s determmed under sub. (8).

,«

V) APPORTIONMENT FACTOR COMPUTATION I}NDER COMBINED REPORTING. For the
f’

purposes of sub. (2), thlsstate S apportmnment factors are determined as follows:

(a) 1. Determine the n:umerator a,nd the denominator of the apportionment
AN g

factors as determined under s. 7 i.25 of 71.45, as appropriate, for each member of the
x f

combined reporting group, except »as%prowded in subd. 2.
2. If amember of a comb;ned report;ng group is not subject to the tax imposed

under s. 71.23 or 71.43 bec%se it does not have sufficient connection to this state as

V4

a separate entity for jﬁéame or franchise taﬁ&a purposes as determined by the
department, the numerator of the member’s salés factor under s. 71.25 (9) or
apportionment fagﬁ{)r under s. 71.45 (3) is zero. Ifa member of a combined reporting

group is a cox;poratlon engaged in business wholly w1th1m this state, as provided

%a

under s. 71 ;,2/5 (4), the numerator and denominator of the mem@er s apportionment
factors are the same. If a member of a combined reporting group 1&;101; subject to an

1ncox/§e or franchise tax as a separate entity in the state to which a salé;s attributed,

the sale is attributed to this state. Q“‘%

fjj (b) Subtract intercompany transactions under sub. (6) (¢c) from b&th the

/ numerators and the denominators as determined under par. (a).
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1 (c) Add the denominators of the apportionment factors for each member of the
2 combined reporting group, as determined under par. (b), to arrive at the combingd
3 denominator. g"”f
4 (d) Compute each corporation’s apportionment factors by (i;\',;fdmg the
5 co?poratlon ’s numerator as determined under par. (b) by the combmed aenomlnator
6 as dete}:mmed under par. (c). y ,,f;
7 (8) NET BUSINESS LOSS CARRY-OVER. (a) For taxable years beginning after
8 December 31, \ 2004 any net business loss as deterﬁnned under sub. (6) of a
9 corporation that is &a member of a combined reportlj}g é’roup for the taxable year that
; 10 is not offset agamsf b};ée net income of the othe§ﬁnembers of the combined reporting
11 group in the same taxsi"}l%s year may be cafg"’fid forward as provided under s. 71.26
12 (4), except that any net bl?%i{less loss g@%ﬁed forward to a subsequent taxable year
13 may be offset against either t%ﬁé%anegffiéome of the corporation that incurred the net
f S/
% 14 business loss or the net 1ncor§zé&gxf the combined reporting group of which the
. 15 corporation is a member, in tﬁé malf;‘fer prescribed by rule by the department.
16 (b) A corporation thga‘t fs a member of a combined reporting group may not carry
17 forward a net busmegé loss from a taxable ?ear beginning before January 1, 2005,
18 if the corporation gfa; not subject to the tax 1mp®sed under s. 71.23 or 71.43 for the
19 same taxable Xé/ar ka
20 (c) Af,cf’orperatlon that is a member of a combmé‘d reportmg group and that
21 mcurre@f Wisconsin net business loss in a taxable year ;:)egmnmg before January
22 1, 2/(}@’5/ that has not been offset against the corporation’s net mcome in subsequent
23 taxable years, may offset the remaining net business loss agamsf%;he corporation’s
24 net income as determined under sub. (6). If the corporation joins 1; ﬁhng a group

25 return under sub. (5) and the corporation’s remaining net business loss e&ceeds the
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w1 corporation’s net income as determined under sub. (6) for the first taxab},ef/ year
%k 2 beginning after December 31, 2004, that the corporation is subject to tlﬁsﬁggg;tion, the
z‘;\& f
32&% corporation may annually offset up to 20 percent of the remaining ;}@{ business loss

% . fg .
4 against the net income of the other members of the combined reporting group that

e

5 Jo‘l;n in filing a group return under sub. (5). jfg

6 (9) NET INCOME OR LOSS FOR CORPORATIONS WITH DIFZFE;ENT ACCOUNTING PERIODS.

7 Ifa taxz;ayer member has a different accountmg per;ndjthan the common accounting

8 period of the ‘combined reporting group, the com”f)lned reporting group shall assign

9 the combined r;port income or loss for the cc;mimed reporting group, as determined
10 under sub. (6), pro;)()rtlonally to the number of months in the taxpayer member’s
11 taxable year that are Wholly or partlyav;thln the combined reporting group’s common
12 accounting period. The total a;mount of income or loss assigned to a taxpayer member
13 under this subsection for the:’pﬁrmons of the common accounting period that are
14 included in the taxpayer I/IX/ mber’ s%taxable period shall be aggregated or netted to
15 determine the taxpayer/{;ember S app();'tmnable income.

N

16 (10) NET TAX LIABILITY. (a) A corporatiorﬁ:hat files a separate return under this
17 section shall deyy{mlne its net tax liability as follo"ws
18 1. Multgp{y the amount determined under sub. (6}(\) for the corporation by the
19 tax rate u?ér s. 71.27 or 71.46, as appropriate. x‘“%
20 2. ;rom the amount determined under subd. 1., subtrac; fhe corporation’s tax
21 cre(zﬁs under s. 71.28 or 71.47 based on the corporation’s expenses.&%ﬁ};;%e corporation
22 xyﬁfy not offset any of its tax credits, or tax credit carry—forwards, ag;}ﬁgt the tax
23 liability of any other member of the combined reporting group to W;ﬁeh the

%,
%,

2 corporation belongs.
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1 (b) A combined reporting group that files a group return under this section shall

2 determine its net tax liability as follows:

)f

1. Multiply the amount determined under sub. (6) (i) for the combmefi reportmg

‘4

4 gr@up by the tax rate under s. 71.27 or 71.46, as appropriate.

5 2 From the amount determined under subd. 1., subtract the j;ax credits under

6 ss. 71. 28 and 71.47 for all taxpayer members of the combmgﬂ reportmg group.

7 (11) ESTTMATED TAX PAYMENTS. (a) For the first 2 taxable years that a group

8 return is filed under thls section, estimated taxes in&er ss. 71.29 and 71.48 may be

9 paid on a group bas:ls or' ‘on a separate basis. Tg@gmount of any separate estimated
10 taxes paid in the first 2 taxable years that ;afgroup return is filed shall be credited
11 against the group’s tax llablhty The des&gnated agent shall notify the department
12 of any estimated taxes paid on a s;gg‘ijate basis in the first 2 taxable years that a

13 group return is filed.

14 (b) If a group return is fil*ed for 2 consecutlve taxable years, estimated taxes
15 under ss. 71.29 and 71.48 s},xall be paid on a group basis for each subsequent taxable
16 year until such time asfgeparate returns are ﬁleci “‘by the corporations that were
17 members of a comblr;ed reporting group that filed group ‘returns under this section.
18 For each taxabl%f‘ijear in which combined estimated taxésxare paid under this
19 subsection, th/g/{iepartment shall consider the combined repoﬁglg group filing a
20 group rett}ﬁi to be one taxpayer for purposes of computing K%ﬁagerest on the
21 underpay‘ilent of estimated taxes. If a corporation subject to this sg 'on files a

22 se7te return in a taxable year following a year in which the corporation JOH%Sd in

23 filing a group return, the amount of any estimated tax payments made on a groag

"»ﬂ
%,

24 asis for the previous year shall be credited against the tax liability of the corporation
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that files a separate return, as allocated by the designated agent with the
department’s approval.

(c) If a combined reporting group pays estimated taxes on a group pgsis for a

\x}ﬁaxable year or for any part of a taxable year, and the members of he combined

repd‘rtmg group file separate returns for the taxable year, the deszgnated agent, with

the depa{tmen‘cs approval, shall allocate the estimated ta}fpayments among the
members of the combined reporting group. /

e

N 7
5 &

(d) If esti&%ated taxes are paid on a group basis }0; a taxable year but the group

'i

/
does not file a groupx{etum for the taxable year and did not file a group return for
the previous taxable yeeag, the estimated tax gﬁall be credited to the member of the

combined reporting group Ehat made the’ estlmated tax payment on the group’s

&’
ﬂ
‘% 7

%,

behalf. N\ f
%‘% /
(e) If a combined reporting igsfoup that will file a group return applies for a
Z
refund of estimated taxes unde ng 71 29 (3m), the department shall determine the

‘%

combined reporting group’s /e‘fig&bﬂlty for | *a\refund on a group basis.

/
(12) INTEREST FOR }}NDERPAYMENT OF ESTIMATED TAX. (a) General. The amount
’%
of interest that is due %r an underpayment of estiglated taxes under sub. (11) shall
be computed as fo}Jows %‘%
’%.

1. For thg First year in which a combined reportmg group files a group return,
the amountmf interest that is due for an underpayment of es@mated taxes shall be
determlﬁeii by using the aggregate of the tax and income showr;‘gn the returns filed
by the members of the combined reporting group for the prewous\}\egr.

/2. For any year in which a combined reporting group files a group\wreturn, the

/
“department shall determine if the combined reporting group qualifies “for the

exception to interest under s. 71.29 (7) (b) by using the aggregate of the amo&hfc of
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1 the tax liability and the amount of the net income of all members of the comlz{ined
2 Ereportmg group. /f ’
3 3 For any year in which a combined reporting group files a grouyriturn the
4 department shall determine if the installment provision under s. Ti 29 (9) or (10)
5 applies to the Qombmed reporting group by using the aggrega},ﬂfihe amount of the
6 tax liability and ‘the amount of the net income of all mﬁx‘fibers of the combined
7 reporting group. %‘“x.%\ “’
8 4. For estimated ta?égpaid under sub. (11) (c};“’{he amount of interest that is
9 due from a member of a comb;neq reporting group’ é)r an underpayment of estimated
10 taxes paid by the member shall be cfetermmed»%} using the member’s separate items
11 from the group return filed for the prevroas year and the member’s allocated share
12 of the combined estimated tax paymeg;fs%foxr“sge current year. The designated agent
13 shall report the member’s allocatidf ihare of tlr;x;\combined estimated tax payments
; 14 for the current year to the depiggent in the manner ,prescnbed by the department.
% 15 (b) Entering a group., fl If a corporation becomes 2 member of a combined
16 reporting group during agcommon accounting period under Sub (4), the combined
17 reporting group shall jmike the following adjustments to deter:rmne the amount of
18 interest that is dues%or an underpayment of estimated taxes: h
19 1. If a corporation becomes a member of a combined reportingaérggup at the
20 beginning of/a common accounting period, the combined reporting g;g‘aé) shall
21 include with the corresponding items on the group return for the previous cJ&gnon
22 accounfing period the separate items shown on the corporation’s return for X}iie
23 previous taxable year. K‘%
24 2. If a corporation is not a member of a combined reporting group for an entire %\%

A

&,
(%>

25 / common accounting period, the combined reporting group shall include with the \,
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corresponding items on the group return for the current taxable year the

corporation’s separate items for that portion of the common accounty}ié period in
e

(“‘xzvzhlch the corporation was not a member of the combined reportn}g’group

N 8 To determine the separate items under subds. 1. and }/&/ f a corporation is
a member of a combined reporting group during a portion /})f a common accounting
period in Whlch the corporation becomes a member of gg’{other combined reporting

group, the corporatlons separate items shall mcludfe the separate items that the
sf”

designated agent of the first combined reporting ﬁoup attributed to the corporation.
f"
(¢) Leaving a gromp If a corporation lea}&és a combined reporting group during
a common accounting peméd under sub. (4);Ehe combined reporting group shall make

the following adjustments to determme the amount of interest that is due for an

Z

Ve
y.

underpayment of estimated taxeéﬂ /S

?s

7

1. If a corporation leaves a @omhined reporting group before the first day of a

;

common accounting period, :;13; combmed ;reportmg group shall exclude the separate
items that the des;lgnatedf{agent of the combmed reporting group attributed to the

corporation for the pregédmg common account%ng period from the corresponding
/

‘3»

items of the combine //é reporting group for the precef}%ng common accounting period.

2. Ifa corpgf!ation leaves a combined reporting zéffoup after the first day of a
N

common accougtlng period, the combined reporting group si;}all exclude the separate

items that t e designated agent of the combined reporting gmup attributed to the
N\

corporatlﬁn for the common accounting period from the corresp(fmdmg items of the

combiped reporting group for the current common accounting perlad

‘é»,

/3. A corporation that leaves a combined reporting group shall use%the separate

/

items that the designated agent of the combined reporting group attrlblfted to the

corporation to determine the amount of interest that is owed for any underp&yment
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of estimated taxes under sub. (11) for the first taxable year beginning after the day

i

on which the corporation leaves the combined reporting group or, for a corpgration

f'
that has a different accounting period than the combined reporting groytp, for the

portlon of the corporation’s separate taxable year that remains after thg day on which

s

the corporatmn leaves the combined reporting group. j;/

(13) ASSESSMENT NOTICE. Ifthe department sends to thgdemgnated agent of a

i

combined reportmg group a notice of taxes that the combmed reporting group owes,
the notice shall name- each corporation that joined in ﬁhng the group return related

to the notice during any part of the period coveredfby the notice. The department’s
/f
failure to name a corporatlon on a notice undex ‘this subsection shall not invalidate
- ﬁ
the notice as to the unnamed corp()ramonf Any levy, lien, or other proceeding to

collect the amount of a tax assessment uﬁder this section shall name the corporation

:)

from which the department shall coll,éct the assessment. If a corporation that joined

/
in the filing of a group return Ie}ﬁes the combmed reporting group, the department

shall send the corporation a g/@ff)y of any notice sent to the combined reporting group
# \‘1
under this subsection if théiorporation notifies the a“gpartment that the corporation

is no longer a member of the combined reporting gr&;p and if the corporation
requests in ertlnﬁ'f»fhat the department send notices unde‘r\thls subsection to the

corporation. T}}é department’s failure to comply with a corf)gratmns request to
A

receive a notjce does not affect the tax liability of the corporationi‘*‘g@,
(14)/ LIABILITY FOR TAX, INTEREST, AND PENALTY. If members 6‘{\3 combined
VA

reporting group file a group return, the members of the combined repo iﬁg‘ group

s}}g’l be jointly and severally liable for any combined tax, interest, or pena The

iability of a member of a combined reporting group for any combined tax, intei*ist,

a\%
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or penalty shall not be reduced by an agreement with another member of the
combined reporting group or by an agreement with another person.

(15) PRESUMPTIONS AND BURDEN OF PROOF. A commonly controlled group shall

be presumed to be engaged in a unitary business, and all of the income of the unitary

//
7

buemess shall be presumed to be apportionable business income unﬁer this section.
A corporatmn partnership, or limited liability company has the burden of proving
that it is not a member of a commonly controlled group that i$ subJ ect to this section.
The departlﬁent shall promulgate rules to 1mplement th1s subsection.

(16) INFOﬁMATION (a) A member of a commorﬁy controlled group shall retain
any information, \and provide such mformatlon to the department at the
department’s request, ﬁgat the department coe81ders necessary to administer this

section, including all documents submltted to or obtained from the Internal Revenue

Service or other states regardmg 1nceme and taxing jurisdiction.

(b) A member of a common ntrolled group shall identify, at the department’s

request, the name, job tltle and a&dress of the member’s principal officers or

%

employees who have substantlal knowlecfge of, and access to, documents that specify

the pricing policies, proﬁt centers cost center&, and methods of allocating income and

"*s

expenses among cost centers related to the opef‘atlons of the member.
() A member of a commonly controlled groag shall retain all information

provided under par (a) during any period for which the ‘member’s tax liability to this
X

state is subject to adjustment, including any period in Wh‘}gh the state may assess

addmonal income or franchise taxes, an appeal of the membe}: ’s tax assessment is
N

Y

pendzng, or a suit related to the member’s tax liability is pendmg
(17) CORPORATIONS NOT FILING. If a corporation that is required ?e%report under

thls section directly or indirectly owns or controls any other corporation, oms directly

N\
3
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SECTION 11

or indirectly owned or controlled by another corporation, the department may

requﬂ;g that such other corporations join in filing a combined report unéef this
g‘% ;f*;

section. \ /

4

/
SECTFQN 12. 71.26 (3) (x) of the statutes is amended to read

71.26 (3} (X) Sections 1501 to 1505, 1551, 1552, 1563 and 1564 (relating to

consolidated returns) are excluded, except to the extent that they pertain to
intercompany transactlons and the carry—forward of net busmess loss under s.
71.255 and except thaszthey are modified so that more than 50 percent ownership is

substituted for at least 8?)» Qercent ownership. ,;
SECTION 13. 71.26 (4) of the statutes is amended to read:

71.26 (4) NET BUSINESS Loss QARRY—FORWARD A corporation, except a tax—option

corporation or an insurer to whlch . ,71.45 (4) applies, may offset against its

Wisconsin net business income any Wisconsin net business loss sustained in any of

/
7

the next 15 preceding taxable year§§’/if the %@gporation was subject to taxation under

this chapter in the taxable yearf’;in which the%'}oss was sustained, to the extent not

offset by other items of Wlsgon51n income in the loss year and by Wisconsin net

%
%

business income of any year between the loss year an?i the taxable year for which an

/

offset is claimed. For purposes of this subsection Wlsconsm net business income or

“a

loss shall consist of all the income attributable to the operat‘ron of a trade or business
in this state, less jche business expenses allowed as deductlcms in computing net
income. The W1sconsm net business income or loss of ccrpo:;'aimns engaged in
business w1th1n and without the state shall be determined under s. 71 ’25 (6) and (10)
to (12) or 71 255. Nonapportionable losses having a Wisconsin situs und“@{ s. 71.25

(5) (b) shall be included in Wisconsin net business loss; and nonapportmnable f@come

havmg a Wisconsin situs under s. 71.25 (5) (b), whether taxable or exempt, shaII be
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SECTION 13

1 \ included in other items of Wisconsin income and Wisconsin net business income for
2 \EH{poses of this subsection. f;ﬁf
3 \“S,gCTION 14. 71.29 (2) of the statutes is amended to read: f%
4 71229 (2) WHO SHALL PAY. Ewery Except as provided in sf”?jfl.255 (11), every
5 corporatlon subject to tax under s. 71.23 (1) or (2) and every, ﬁlrtually exempt entity
6 subject to tax under s. 71.125 or 71.23 (1) or (2) shall pa»}‘?f;n estimated tax.
7 SECTION 15. 7 1. 44 (1) (a) of the statutes is amgnded to read:
8 71.44 (1) (a) E—very Excent as provided i in @ar (e), every corporation, except
9 corporations all of whose i mcame is exempt ﬁ;ﬁn taxation and except as provided in
10 sub. (1m), shall furnish to the department a true and accurate statement, on or before
11 March 15 of each year, except that retu;ns for fiscal years ending on some other date
12 than December 31 shall be furmsl;fed on or before the 15th day of the 3rd month
13 following the close of such fiscai z;e:ar and 'e,xcept that returns for less than a full
14 taxable year shall be furmshe:d on or before the date applicable for federal income
; ~ 15 taxes under the mternalz{*evenue code, in such manner and form and setting forth
16 such facts as the de.@artment deems necessary to enforce this chapter. Every
17 corporation that 15 ;'equlred to furnish a statement undeir‘ ;thls paragraph and that
18 has income th?t is not taxable under this subchapter shall 1nclude with its statement
19 a report th&f ;dentlﬁes each item of its nontaxable income. The statement shall be
20 subscnbéd by the president, vice president, treasurer, assistant &zrgasurer chief
21 accm;ntmg officer or any other officer duly authorized so to act. In the ca; ‘of a return
22 I%ade for a corporation by a fiduciary, the fiduciary shall subscribe the retu?n . ghe
23 fz’f;;act that an individual’s name is subscribed on the return shall be prima fatie

24 /  evidence that the individual is authorized to subscribe the return on behalf of the

;’5 corporation.
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SECTION 16

SECTION 16. 71.44 (1) (e) of the statutes is created to read:

71.44 (1) (e) A corporation that is a member of a commonly controlled gmup,
,f

as deﬁned in s. 71.255 (1) (d), and engaged in a unitary business, as (Leﬁned in s.

y(

71. 255 (1) (L), shall file a tax return under s. 71.255. Ve

A
y

SECTI@N 17. 71.46 (3) of the statutes is repealed. %ff

SECTION 18 71.48 of the statutes is amended to mad

71.48 Paynfents of estimated taxes. Seet}eas Except as provided in s.

71.255 (11), ss. 71.29 a‘md 71.84 (2) shall applyfto insurers subject to taxation under

this chapter. ""’E f
5 yd

SECTION 19. 71.84 (2) (;%Qf thigfgtatutes is amended to read:

S

%‘%ﬁ"f

71.84 (2) (a) Except as pr(z}i@in s. 71.29 (7), in the case of any underpayment
of estimated tax under s. 71; 255 1112, 71.29 or 71.48 there shall be added to the
aggregate tax for the taxgﬁle year 1nteres$ a;; the rate of 12% per year on the amount
of the underpayment/for the period of the unde;"payment For corporations, except
as provided in pa}}f '(b), “period of the underpaymeni} means the time period from the
due date of thg mstaﬂment until either the 15th day of‘%lég 3rd month beginning after
the end of e taxable year or the date of payment, whichever is earlier. If 90% of the
tax shoﬁrn on the return is not paid by the 15th day of the 3r g}onth following the

closg of the taxable year, the difference between that amount and tﬁ%«estlmated taxes

o,
S,

/ygld, along with any interest due, shall accrue delinquent interest under 5.71.91 (D

SEcCTION 20. 74.09 (3) (b) 3. of the statutes is amended to read:

74.09 (3) (b) 3. The tax levied on the property by the school district where the

property is located =
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SECTION 20

the previous year and the current year, and the percentage change in that net tax
between those years.

SECTION 21. 77.52 (2) (a) 13. of the statutes is created to read:

77.52 (2) (a) 13. The furnishing of luxury boxes, sky boxes, and club seats at
a sports facility, as defined in s. 167.32 (1) (), for dues, fees, or other considerations,
if the sale of admissions to sporting events at the facility is subject to the tax imposed
under this section.

SECTION 22. 79.10 (1) (b) of the statutes is repealed.

SECTION 23. 79.10 (1) (e) of the statutes is repealed.

SECTION 24. 79.10 (1m) (b) of the statutes is amended to read:

79.10 (1m) (b) Counties and municipalities shall submit to the department of

revenue all data related to the lottery-and-gaming homeowner’s tax credit and

requested by the department of revenue.

SECTION 25. 79.10 (2) of the statutes is amended to read:

79.10 (2) NOTICE TO MUNICIPALITIES. On or before December 1 of the year
preceding the distribution under sub. (7m) (a), the department of revenue shall

notify the clerk of each town, village, and city of the estimated fair market value, as
determined under sub. (11), to be used to calculate the lottery—and-gaming
homeowner’s tax credit under sub. (5) and-of the-amount to be-distributed to-it-under

SECTION 26. 79.10 (4) of the statutes is repealed.

SECTION 27. 79.10 (5) of the statutes is amended to read:
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SECTION 27

79.10 (5) LoTTERY-AND-GAMING HOMEOWNER'S TAX CREDIT. Each municipality

shall receive, from the appropriation appropriations under s. 20.835 (3) (bm) and (),

an amount determined by multiplying the school tax rate by the estimated fair

market value, not-exceeding-the value as determined under sub. (11), but not to

exceed $60,000, of every principal dwelling that is located in the municipality and

for which a claim for the credit under sub. (9) (bm) is made by the owner of the
principal dwelling.

SECTION 28. 79.10 (6m) (a) of the statutes is amended to read:

79.10 (6m) (a) Except as provided in pars. (b) and (c), if the department of
administration or the department of revenue determines by October 1 of the year of
any distribution under subs—(4)-and sub. (5) that there was an overpayment or
underpayment made in that year’s distribution by the department of administration
to municipalities, as determined under subs—(4)-and sub. (5), because of an error by
the department of administration, the department of revenue or any municipality,
the overpayment or underpayment shall be corrected as provided in this paragraph.
Any overpayment shall be corrected by reducing the subsequent year’s distribution,
as determined under subs—{(4)-and sub. (5), by an amount equal to the amount of the
overpayment. Any underpayment shall be corrected by increasing the subsequent
year’s distribution, as determined under subs-—(4)-and sub. (5), by an amount equal
to the amount of the underpayment. Corrections shall be made in the distributions
to all municipalities affected by the error. Corrections shall be without interest.

SECTION 29. 79.10 (7m) (a) of the statutes is repealed.

SECTION 30. 79.10 (7m) (b) (title) of the statutes is amended to read:

79.10 (7m) (b) (title) Lottery-end-gaming Homeowner’s tax credit.
SECTION 31. 79.10 (7m) (b) 1. of the statutes is amended to read:
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SECTION 31

79.10 (7m) (b) 1. The amount determined under sub. (5) with respect to claims

filed for which the town, village, or city has furnished notice under sub. (1m) by

March 1 shall be distributed from the appropriation appropriations under s. 20.835
(3) (bm) and (q) by the department of administration on the 4th Monday in March.

SECTION 32. 79.10 (9) (b) of the statutes is repealed.

SECTION 33. 79.10 (9) (bm) of the statutes is amended to read:

79.10 (9) (bm) Loettery-and-gaming Homeowner’s tax credit. Except as provided
in ss. 79.175 and 79.18, a lettery—and-gaming homeowner’s tax credit shall be

allocated to every principal dwelling for which a credit is claimed under sub. (10) in
an amount determined by multiplying the estimated fair market value of the

principal dwelling, net-exceeding thevalue as determined under sub. (11), but not
to exceed $60,000, by the school tax rate.

SECTION 34. 79.10 (9) (¢) 1. of the statutes is renumbered 79.10 (9) (¢) and

amended to read:

79.10 (9) (¢) The lottery-and-gaming homeowner’s tax credit under par. (bm)

shall reduce the property taxes otherwise payable on property that is eligible for that
credit and if the property owner completes the information required under sub. (10)
(a) or (b).

SECTION 35. 79.10 (9) (c) 2. of the statutes is repealed.

SECTION 36. 79.10 (10) (title) of the statutes is amended to read:

79.10 (10) (title) CLAIMING THE LOTTERY-AND-GAMING HOMEOWNER'S TAX CREDIT.

SECTION 37. 79.10 (10) (a) of the statutes is amended to read:
79.10 (10) (a) Beginning with property taxes levied in 1999 2004, the owner of
a principal dwelling may claim the credit under sub. (9) (bm) by applying for the

credit on a form prescribed by the department of revenue. A claimant shall attest



%
é
;

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

2005 - 2006 Legislature - 34 - LRB-0576/P1
JK&MES:wlj:ch

SECTION 37
that, as of the certification date, the claimant is an owner of property and that such
property is used by the owner in the manner specified under sub. (1) (dm). The
certification date is January 1 of the year in which the property taxes are levied. The
claimant shall file the application for the lottery-and gaming homeowner’s tax credit

with the treasurer of the county in which the property is located or, if the property
is located in a city that collects taxes under s. 74.87, with the treasurer of the city in
which the property is located. Subject to review by the department of revenue, a
treasurer who receives a completed application shall direct that the property
described in the application be identified on the next tax roll as property for which

the owner is entitled to receive alottery-and-gaming homeowner’s tax credit. A claim

that is made under this paragraph is valid for as long as the property is eligible for
the credit under sub. (9) (bm).

SECTION 38. 79.10 (10) (bm) 1. of the statutes is amended to read:

79.10 (10) (bm) 1. A person who is eligible for a credit under sub. (9) (bm) but
whose property tax bill does not reflect the credit may claim the credit by applying
to the treasurer of the taxation district in which the property is located for the credit
under par. (a) by January 31 following the issuance of the person’s property tax bill.
The treasurer shall compute the amount of the credit; subtract the amount of the
credit from the person’s property tax bill; notify the person of the reduced amount of
the property taxes due; issue a refund to the person if the person has paid the
property taxes in full; and enter the person’s property on the next tax roll as property

that qualifies for a lottery-and-gaming homeowner’s tax credit. Claims made under

this subdivision are valid for as long as the property is eligible for the credit under
sub. (9) (bm).

SECTION 39. 79.10 (10) (bm) 2. of the statutes is amended to read:
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SECTION 39

79.10 (10) (bm) 2. A person who may apply for a credit under subd. 1. but who
does not timely apply for the credit under subd. 1. may apply to the department of
revenue no later than October 1 following the issuance of the person’s property tax
bill. Subject to review by the department, the department shall compute the amount
of the credit; issue a check to the person in the amount of the credit; and notify the
treasurer of the county in which the person’s property is located or the treasurer of
the taxation district in which the person’s property is located, if the taxation district
collects taxes under s. 74.87. The treasurer shall enter the person’s property on the

next tax roll as property that qualifies for a lettery-and-gaming homeowner’s tax

credit. Claims made under this subdivision are valid for as long as the property is
eligible for the credit under sub. (9) (bm).
SECTION 40. 79.10 (11) (title) of the statutes is amended to read:

79.10 (11) (title) LoTTERY-AND-GAMING HOMEOWNER'S TAX CREDIT ESTIMATED FAIR

MARKET VALUE. - .

SECTION 41. 79.10 (11) (b) of the statutes is amended to read:

79.10 (11) (b) Before October 16, the department of administration shall
determine the total funds available for distribution under the lottery-and-gaming
homeowner’s tax credit in the following year and shall inform the joint committee on

finance of that total. Total funds available for distribution shall be $469,305,000

from s. 20.835 (3) (bm) plus all moneys projected to be transferred to the lottery fund

under ss. 20.455 (2) (g) and 20.505 (8) (am), (g), and (jm) and all existing and projected
lottery proceeds and interest for the fiscal year of the distribution, less the amount
estimated to be expended under ss. 20.455 (2) (r), 20.566 (2) (r), and 20.835 (2) (q) and
less the required reserve under s. 20.003 (5). The joint committee on finance may

revise the total amount to be distributed if it does so at a meeting that takes place
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SECTION 41
before November 1. If the joint committee on finance does not schedule a meeting
to take place before November 1, the total determined by the department of
administration shall be the total amount estimated to be distributed under the

lottery-and-gaming homeowner’s tax credit in the following year.
SECTION 42. 79.10 (11) (¢) of the statutes is amended to read:

79.10 (11) (¢) Before November 1, the department of administration shall
inform the department of revenue of the total amount available for distribution
under the lottery-and gaming homeowner’s tax credit in the following year. Before
December 1, the department of revenue shall calculate, to the nearest $100, the

estimated fair market value necessary to distribute the total amount available for

distribution under the lottery-and-gaming homeowner’s tax credit in the following

year.

SECTION 43. 79.11 (3) (b) of the statutes is amended to read:

79.11 (3) (b) Notwithstanding ss. 74.11 (2) (b) and 74.12 (2) (b), the lottery-and
gaming homeowner’s tax credit shall be deducted in its entirety from the first
installment. This paragraph does not apply to the payment of taxes in installments
under s. 74.87.

SECTION 44. 79.14 of the statutes is repealed.

SECTION 45. 565.02 (7) of the statutes is amended to read:

565.02 (7) Not later than March 1 of each year, the department shall submit
to the joint committee on finance a report that includes an estimate for that fiscal
year and for the subsequent fiscal year of the gross revenues from the sale of lottery
tickets and lottery shares, the total amount paid as prizes and the prize payout ratio
for each type of lottery game offered, and an evaluation of the effect of prize payout

ratios of lottery games on lottery sales, lottery operating costs and on maximizing the
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SECTION 45

revenue available for the lottery-and-gaming property homeowner’s tax credit. If,

within 14 working days after the date on which the committee receives the report,

the cochairpersons of the committee notify the department that the committee has
scheduled a meeting for the purpose of reviewing the department’s proposed prize
payouts, the department may proceed with its plans for the prize payouts for the
subsequent fiscal year only upon approval of the plans by the committee. If the
cochairpersons of the committee do not notify the department within 14 working
days after the date on which the committee receives the report that the committee
has scheduled a meeting for the purpose of reviewing the department’s proposed
prize payouts, the department’s plans for the prize payouts for the subsequent fiscal
year are considered approved by the committee.

SECTION 46. Nonstatutory provisions.

(1) HOMEOWNER'S TAX CREDIT. An application for the lottery and gaming credit
under section 79.10 (10) of the statutes, 2003 stats., shall be considered to be an
application for the homeowner’s tax credit under section 79.10 (10) of the statutes,
as affected by this act, and any valid claim for the lottery and gaming credit under
section 79.10 (10) of the statutes, 2003 stats., shall be considered to be a valid claim
for the homeowner’s tax credit under section 79.10 (10) of the statutes, as affected
by this act.

SECTION 47. Initial applicability.

(1) HOMEOWNER'S TAX CREDIT. The treatment of sections 20.566 (2) (am) and (r),
20.835 (3) (b), (bm), (q), and (s), 41.41 (10) (¢) 1., 74.09 (3) (b) 3., 79.10 (1) (b) and (e),
(1m) (b), (2), (4), (5), (6m) (a), (7m) (a) and (b) (title) and 1., (9) (b), (bm), and () 1. and
2., (10) (title) and (a), (bm) 1. and 2., and (11) (title), (b), and (c), 79.11 (3) (b), 79.14,

and 565.02 (7) of the statutes first applies to property taxes levied in 2005.
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1 (2) CoMPUTERS. The treatment of section 70.11 (39) of the statutes first applies
2 to the property tax assessments as of January 1, 2005.
3 (3) SCHOOL PROPERTY INCOME TAX CREDIT. The treatment of section 71.07 (9) (b)
4
'
(5 J/
e
f/é )
\ - -
7/ statutes first appl{ésf' to taxable years begmmng on January 1, 2005.
8 (5) Luxury BOXES. The treatment of sections 77.52 (2) (a) 13. of the statutes first
9 | applies to transactions entered into on the effective date of this subsection.
10 (END)
/ 7 ! /5 ”f
et 0s (B)() Zoy 7122 (Sm)od 7e)s
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2003 ASSEMBLY BILL 461

August 7, 2003 - Introduced by Representatiygs BLACK, BERCEAU, POCAN, MILLER,
HeBL and PLOUFF, cosp@nsored by Senatora CARPENTER, RISSER and CHVALA.
Referred to Commlttee on Ways and Means." L

£
F .
7 .

1 AN ACT to renumber and amend 71.26 (2) (a); and to create 71.01 (5p), 71.01

2 (9b), 71.05 (6) (a) 21., 71.22 (3m), 71.22 (9b), 71.26 (2) (a) 6., 71.34 (1) (j), 71.42
3 (1p), 71.42 (4m), 71.45 (2) (a) 16., 71.738 (3m) and 71.80 (23) of the statutes;
W s,
4 relatmg’Jaddmg payments to related entities to federal taxable income for
5 ‘state income tax and franchise tax purposM L /7, M;@Zf’ ] ::fj
TN T e
A

WMMWW Analysis by the Legislative Reference Bureau

ﬁi‘w St

For purposes of calculatmg a taxpayer's state income tax or franchise tax

federal taxable income: any amount that the taxpayer deducted or excluded under

the Internal Revenue Code for management and service fees, interest expenses and
% costs, intangible expenses and costs, and any other expenses and costs directly or
X indirectly paid, accrued, or incurred to, or in connection directly or indirectly with

one or more direct or indirect transactions with, one or more relatﬁd entities.

This bill also authorizes the Department of Revenue (DOR) to allow the tax
consequences of a transaction, as asserted by a taxpayer, even if DOR initially
disallows the consequences by asserting the sham transaction doctrine or a related
doctrine, if a taxpayer meets certain conditions. The conditions include the
taxpayer’s ability to demonstrate that the transaction had a valid, good faith
business purpose other than tax avoidance, that the business purpose is
commensurate with the transaction’s tax benefit, and that the transaction had
economic substance apart from the taxpayer’s asserted tax benefit.

| £
7 liability, this bill requires a taxpayer to add the following amounts to the taxpayer’s
|
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Also under the bill, a taxpayer is not required to add to the taxpayer’s federal
taxable income certain expenses or costs as specified in the bill if a number of
conditions apply. The conditions include the following:
1. The transaction to which the expenses and costs apply did not have as its
principal purpose tax avoidance.
2. The related entity to whom the taxpayer paid the expenses or costs paid,
accrued, or incurred such amounts to a person who is not a related entity.
3. The related entity was subject to tax on its net income, and a measure of the
tax mcluded the expenses or costs recelved from the taxpaver
[/ Eer furtherinformatior
P/iﬁ{hm thwﬁlll L

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

~N_
SECTION?; 71.01 (5p) of the statutes is created to read:

e ot e o s, v »

71.01 (5p) “Intangible expenses and costs” includes expenses, losses, and costs

/ 3 for, related to, or directly or indirectly in connection with the direct or indirect
j 4 acquisition of, use of, maintenance or management of, ownership of, sale of, exchange
? / 5 of, or any other direct or indirect disposition of intangible property to the extent that
| j 6 such expenses, losses, and costs are allowed as deductions or costs to detérmine
; 7 federal taxable income under the Internal Revenue Code. For purposes of this
é 8 subsection, “expenses, losses, and costs” include losses related to or incurred directly
9 or indirectly in connection with factoring transactions and discounting transactions;
10 royalty, patent, technical, and copyright fees; licensing fees; and other similar
11 expenses and costs.
12 SECTION % 71.01 (9b) of the statutes is created to read:
.13 71.01 (9b) “Related entity” means any person related to a taxpayer as provided
%% 14 under section 267, 318, or 1563 of the Internal Revenue Code during all or a portion
1 15 of the taxpayer’s taxable year.
§ 16 SECTION % 71.05 (6) (a) 21. of the statutes is created to read: N



‘ , LRB-2929/1
2003 — 2004 Legislature -3 - JK:kmg:jf

ASSEMBLY BILL 461 SECTION 3

)

\
=

T VQ\‘

71.05 (6) (a) 21. Any amount deducted or excluded under the Internal Revenue

“,
S
A

%
\
Code for management and service fees, interest expenses and costs, intangible %

!
{
§ 2
% 3 expenses and costs, and any other expenses and costs directly or indirectly paid,
E 4 accrued, or incurred to, or in connection directly or indirectly with one or more chr@cE g
%“a 5 or indirect transactions with, one or more related entities. M wfé gﬁjgwﬂ""
e = o
7 SECTION %{ 71.22 (3m)"of the statutes is created to read: .
7 71.22 (3m) “Intangible expenses and costs” includes expenses, losses, and costs ‘E
: /
8 - for, related to, or directly or indirectly in connection with the direct or indirect §
9 acquisition of, use of, maintenance or management of, ownership of, sale of, exchange §
10 of, or any other direct or indirect disposition of intangible property to the extent that §
11 such expenses, losses, and costs are allowed as deductions or costs to determine
12 federal taxable income under the Internal Revenue Code. For purposes of this
13 subsection, “expenses, losses, and costs” include losses related to or incurred directly
g ; 14 or indirectly in connection with factoring transactions and discounting transactions;
% 15 royalty, patent, technical, and copyright fees; licensing fees; and other similar
16 expenses and costs.
17 SECTION%e 71.22 (Qb){)f the statutes is created to read: %
18 71.22 (9b) “Related entity” means any person related to a taxpayer as provided ;E
19 under section 267, 318, or 1563 of the Internal Revenue Code during all or a portion 5
20 of the taxpayer’s taxable year. fi
21
2 //a{n/
23 / 71.26 ( /&3
2}5 means t;fj e gross mcomeﬁ;yc;)rhputed undsp/the Interna
1;5’55 unc}g sub f@% énd modified as fﬁﬂlows
/jj / f@"’
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1 1 Minus the amount of recapture under s. 71.28 (1di) plus. I MN““\?
2 2. Plﬁé‘“t’he amount of credit computed under s. 71.28 (1), (3), (4), and (5) plug“
3 3. Plus the amount of the credit computed under s. 71.28 (1dd), (ld@) ( i),
4 1dj), (1dL), (1dm), (lds) (1dx) and (3g) and not passed through byﬁ partnershlp
5 limited liability company, or tax—qgtmn corporation that haijgdded that amount to
6 the partnership’s, limited liability companys or tax;,op“tfgn corporation’s income
7 under s. 71.21 (4) or 71.34 (1) (g) plus. -
8 4. Plus the amount of losses from th?/safe or ather disposition of assets the gain
9 from which would be wholly exempt 1ngome as deflr;edwln sub. (3) (L), if the assets
10 were sold or otherwise d1spos/ed/ of at a gain and minus &deductlons as computed
11 under the Internal Rever,me Code as modified under sub. (3)—131&5
12 5. Plus or mlmfs as appropriate, an amount equal to the dlff;i"ence between
13 the federal ba51s and Wisconsin basis of any asset sold, exchanged, aba;ldbmzd or g
t 14 otherw1§/ef dlsposed of in a taxable transaction during the taxable year, except%as i
| %‘éﬁ*"'( SECTION%, 71.26 (2) (a) 6. of the statﬁfes is created to read:
\://15317 71.26 (2) (a) 6. Plus any amount deducted or excluded under the Internal
18 Revenue Code for management and service fees, interest expenses and costs,
19 intangible expenses and costs, and any other expenses and costs directly or indirectly
20 paid, accrued, or incurred to, or in connection directly or indirectly with one or more
21 direct or indirect transactions with, one or more related entities.
22 SECTION %—* 71.34 (1) (j) of the statutes is created to read:
23 71.34 (1) (j) An addition shall be made for any amount deducted or excluded
24 under the Internal Revenue Code for management and service fees, interest
25 expenses and costs, intangible expenses and costs, and any other expenses and costs
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directly or indirectly paid, accrued, or incurred to, or in connection directly or
indirectly with one or more direct or indirect transactions with, one or more related
entities.

SECTION% 71.42 (1p) of the statutes is created to read:

71.42 (1p) “Intangible expenses and costs” includes expenses, losses, and costs
for, related to, or directly or indirectly in connection with the direct or indirect
acquisition of, use of, maintenance or management of, ownership of, sale of, exchange
of, or any other direct or indirect disposition of intangible property to the extent that
such expenses, losses, and costs are allowed as deductions or costs to determine
federal taxable income under the Internal Revenue Code. For purposes of this
subsection, “expenses, losses, and costs” include losses related to or incurred directly
or indirectly in connection with factoring transactions and discounting transactions;
royalty, patent, technical, and copyright fees; licensing fees; and other similar
expenses and costs.

SECTION Qﬁ« 71.42 (4m) of the statutes is created to read:

71.42 (4m) “Related entity” means any person related to a taxpayer as provided
under section 267, 318, or 1563 of the Internal Revenue Code during all or a portion
of the takpayer’s taxable year.

SECTION 1%‘/71.45 (2) (a) 16. of the statutes is created to read:

71.45 (2) (a) 16. By adding to federal taxable income any amount deducted or
excluded under the Internal Revenue Code for management and service fees,
interest expenses and costs, intangible expenses and costs, and any other expenses
and costs directly or indirectly paid, accrued, or incurred to, or in connection directly
or indirectly with one or more direct or indirect transactions with, one or more

related entities. \
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| SECTION %, 71.738 (3m)y of the stétht651scréated to read:
2 71.738 (3m) “Related entity” means any person related to a taxpayer as
3 provided under section 267, 318, or 1563 of the Internal Revenue Code during all or
4 a portion of the taxpayer’s taxable year.
5 SECTION iﬁi 71.80 (23) of the statutes is created to read:
6 71.80 (23) TRANSACTIONS. (a) Subject to par. (b), if the department asserts the
7 sham transaction doctrine, or any other related tax doctrine, to disallow the tax
8 consequences, as asserted by the taxpayer, of a transaction, the department may
9 allow the tax consequences, as asserted by the taxpayer, of the transaction, if the
10 taxpayer demonstrates by clear and convincing evidence that the transaction had a
11 valid, good faith, business purpose other than tax avoidance and had economic
12 substance apart from any tax benefit asserted by the taxpayer.
13 (b) For all instances in which the department disallows the tax consequences,
g 14 as asserted by the taxpayer, of a transaction, the department may allow the tax
@ 15 consequences, as asserted by the taxpayer, of the transaction, if the taxpayer
16 demonstrates by clear and convincing evidence that the transaction’s nontaxable
17 business purpose, as asserted by the taxpayer, is commensurate with the
18 transaction’s tax benefit, as asserted by the taxpayer.
19 (©) The adjustments under ss. 71.05 (6) (a) 21., 71.26 (2) (a) 6., 71.34 (1) (), and

20 71.45 (2) () 16. shall not apply to any expenses or costs if all of the following apply

21 to the expenses or costs:

22 1. The transaction to which the expenses or costs are related did not have tax
23 avoidance as its principal purpose.

24 2. The related entity to whom the taxpayer paid interest expenses or costs,
25 intangible expenses, or management or service fees during the taxable year directly
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\—«w,/%"% e
or indirectly paid, accrued, or incurred such amounts to a person who is not a related

entity. For purposes of this subdivision, “interest” means interest on a debt for which

|2
5 3 the taxpayer is the guarantor, if the interest rate is the market rate in effect at the
; 4 time of the debt’s origination, but excludes interest that is paid in connection with
5 any debt that is incurred to acquire the taxpayer's assets or stock under section 368
|
j 6 of the Internal Revenue Code. ’
| 7 3. The related entity was subject to tax on its net income in this state, or any
; 8 state, U.S. possession, or foreign country; a measure of the tax paid included the
9 interest inéome, intangible income, or management or service fees received from the
10 taxpayer; and the tax rate applied to the interest income, intangible income, or
11 management or service fees was not less than 3 percentage points below the tax rate
12 that would have applied under s. 71.27. For purposes of this subdivision, "any state,
13 U.S. possession, or foreign country” does not include any state, U.S. possession, or
14 foreign country under the laws of which the taxpayer files or could have elected to
| 15 file with the related entity, or the related entity files or could have elected to file with
gi 16 another entity, a combined income tax report or return, a consolidated income tax
%Z 17 report or return, or any other report or return that is due because of the imposition
18 of a tax that is measured on or by income, if the report of return results in eliminating
%2 19 the tax effects of transactions directly or indirectly between either the taxpayer anglg
a& the related entity or between the related entity and another entity. {/ ‘é%é% §/§§
21 ;’ S?CTION 14. Inlt;@l appllcablhty - ~__—
22 / ;{g) This jact frrst apphes t(; tgaxable yéars begmmng on J anuary 1 of the year
;7 f ; ; . -~ ]
23 ir whmh thlS zs.};bsectloéatfakes eff(g} ~ excepi tﬁat if tms subsectlori takes effec;t afEeraw
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Insert 5-10B

SECTION 1{;(71.26 (2) (a) of the statutes is renumbered 71.26 (2) (a) (intro.) and
amended to read:

71.26 (2) (a) (intro.) Corporations in general. The “net income” of a corporation
means the gross income as computed under the Internal Revenue Code as modified
under sub. (3) minus and modified as follows:

1. Minus the amount of recapture under s. 71.28 (1di) plus.

2. Plus the amount of credit computed under s. 71.28 (1), (3), (4), and (5) minus;.

3. Minus as provided under s. 71.28 (3) (¢) 7., the amount of the credit under
s. 71.28 (3) that the taxpayer added to income under this paragraph at the time that
the taxpayer first claimed the credit plus,

4. Plus the amount of the credit computed under s. 71.28 (1dd), (1de), (1di),
(1dj), (1dL), (1dm), (1ds), (1dx), (3g), (3n), (3t), and (56b) and not passed through by
a partnership, limited liability company, or tax—option corporation that has added
that amount to the partnership’s, limited liability company’s, or tax—option
corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus.

5. Plus the amount of losses from the sale or other disposition of assets the gain

from which Would be wholly exempt income, as defined in sub. (3) (L), if the assets
were sold or otherwise disposed of at a gain and minus deductions, as computed
under the Internal Revenue Code as modified under sub. (3);plus.

6. Plus or minus, as appropriate, an amount equal to the difference between
the federal basis and Wisconsin basis of any asset sold, exchanged, abandoned, or
otherwise disposed of in a taxable transaction during the taxable year, except as

provided in par. (b) and s. 71.45 (2) and (5).

History: 1987 a. 312; 1987 a. 411 s5. 22, 124 t0 129; 1989 a. 31, 336; 1991 a. 37,39, 221, 269; 1993 a. 16, 112, 246, 263, 399, 437, 491; 1995 a. 27, 56, 351, 371, 380, 428;
1997 a. 27, 37, 184,237, 1999 a. 9, 65; 1999 a. 150 s. 672; 1999 a. 167, 194; 2001 a. 16, 38, 106, 109; 2003 a. 33, 85, 99, 135, 253, 326.
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From: Zimmerman, Terri

Sent: Wednesday, January 05, 2005 12:56 PM

To: LRB.Legal

Subject: Draft review: LRB 05-0576/1 Topic: Homeowner's property tax credit; school property income

tax credit; imposing sales and use tax on furnishing luxury boxes; combined corporate
reporting; computer property tax exemption
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