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Chapter Tax 2

INCOME TAXATION, RETURNS, RECORDS AND
GROSS INCOME
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Corporation returns {p. 10)
Informaticon returns; forms WT-
9, 9b and 9x for corporations (p.
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corporations (p. 13)

Returna of persons other than
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Copies of federal returns, state-
ments, schedules, documents,
etc. to be filed with Wisconsin
returna {p. 18§)

Credit for sales and uae tax paid
on fuel and electricity {p. 15)
Amended income and franchise
tax returns (p. I7)

Moving expenses (p. £7)
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(p. 19)

Methods of accounting for cor-
porations (p. 19)

Change In method of accounting
for corporations (p, 19)

Cash method of accounting for
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Accrual method of accounting
for corporations {p. 21}
Instalment method of account-
ing for corporations (p. 21)
Accounting for acceptance cor-
porations, dealors in commercial
paper, mortgage discount com-
panies and small loan companies
{p. 22)
Accounting for
contractors (p. 22)
Accounting for incorporated
dealers in securities (p. 23)
Accounting for incorporated re-
tail merchants (p. 23}
Corporation accounting gener-
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23)
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Apportionment method (p. 27)
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Separate accounting mathod (p.
34)

Apportionment method (p. 34)
Nonapportionable income (p.
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location (p. 36)
Apportionment in special cases
(Dp. 36)

Apportionment of business in-
come of interstate air carriera
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Apportionment of nst business
income of interstate motor carri-
ers of property (p. 87)
Apportionment of net business
incomea of interatate pipeline
companies {p. 37)
Apportionment of net business
incomesa of interatate finance
companies {p. 38} -
Apportionment of nst buainess
incomes of interatate public util-
ities (p. 39)

Rent received by corporations,
from Wisconsin real estate {p.
a9

Stock dividends and stock rights
received by corporations (p. 39)
Insurance proceeds received by
corporationa (p. 40}

Annuity payments received by
corporations (p. 40)

Dividends on stock seld “shert™
by corporations {p. 40}
Building and loan dividends on
instalment shares received by
corporations (p. 41)

Dividends accrued on stock {p.
41)

Interest. received by corpora-
tions (p. 41)

Income from Wisconsin business

(p. 41} .

Gain or loss on capital assets of
corporations; basis of determin-
ing (p. 41)

Exchanges of property by corpo-
rations generally (p, 42)
Exchanges of property held for
productive use or investinent by
corporations {p. 43)
Involuntary conversion by cor-
porations {p. 43)

Gain of loss on disposition of
property by corporations; ad-
justmenta to basis (p. 43)
Recoveries by corporations (p.
45)
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Tazx 2,76 Refunds of taxes to corporationa  Tax 2.96 Extension of time to file corpo-

(p. 45) ration franchise or income tax
‘Tax 2.80 Fmprovements on leased real es- returng (p. §0)
tate, income to corporate fessor - Tax 2.97 Sale of constant basis assets ac-
{p. 18) quired prior o becoming a Wis-
‘Tax 2,81 Damages received by corpora- congin resident, {p. 51)
" tione {p. 45) - * Tax 2.98 Disaster area losses (p. 54)
Tax 2.86 Income to corporatlons t‘rom _Tax 299 Cemputing 1976 Wisconsin net
cancellation of government con- ’ taxable income with reference to
tracte {(p. 46) the intornal revenue code in ef-
Tax 2.89 Penalty for underpayment of es- fect on December 31 1974 {p.—
R timated tax (p. 46) - 57)
Tax 290 Withholding; wages (p. 46) Tax 2,991 Computing 1976 Wisconsiu net
Tax 2,91 Withholding; fiscal year taxpay- taxable income with reference to
ers (p. 47) the internal revenue code in ef-
Tax 2.92 Withholding tax exemptions {p. fect on December 31, 1876 (p.
48) - 60}
Tax 2,93 W[thholdmg from wages ofade- Tax 2.992 Computing 1977 Wisconsin net
. ceased employe and from death taxable income with reference to
benefit payments (p. 48) the internal revenue code in of-
Fax 2.84 Tax sheltered annuities (p. 49) fect on December 31, 1976. (p.
Tax 2,956 Credit for Income taxes paid to 68-1)

other etates (p, §0)

Tax 2.01 Residence. (s. 71.01, Stats.) (1) The residence of a wife is
that of her hugband unless there is affirmative evidence to the contrary
or unless the husband and wife are permanently separated. The resi-
dence of a minor child, unless emancipated, ia that of its father, or of the
mother, if the father is deceased.

(2) Individuals claiming a change of residence (domicile) from Wis-
consin to another state shall file a “declaration of residence” with the
Central Audit section of the Department of Revenue by delivery to 4638
University Avenue, Madison, Wisconsin, or by mailing to P. O, Box
8906, Madison, Wisconsin 53708, and shall furnish such other informa-
tion as the department may require.

History: 1-2-56; r. {1}; renum. (2} to be (1}; renum, (8) to be (2) and am., Register,
September, 1964, No. 105, eff. 10-1-64. am. Reglster, February, 1575, No. 230, eft. 3-1-75.

Tax 2.02 Reciprocity. (s. 71.03(2) (¢}, Stats.} (1) Generar, (a) In
this rule._“residence" and “resident” are synonymous with “domicile”
and “domiciliary”, respectively, except when referring to the reciprocity
agreement with Illinois, A person may be a resident of Illinois while
domiciled in Wisconsin or a person may be domiciled in Hlinois but not
'be a resident of Ilinois, The Illmoas Income Tax Act defines a resident

“an individual (i) who is in this state for other than a temporary or
tranaitory purpose during the taxable year; or (ii} who is domiciled in
this state but is absent from the state for a temporary or tranmtory pur-
pose during the taxable year”.

{b) Income earned by a nonresident individual for performing per-
sonal services-in Wisconsin shall be excluded from Wisconsin gross in-
come to the extent the individual’s state of residence imposes an income
tax on such personal service income if that state allows:

1. A similar exclusion for personal service income earned by individu-
als domiciled in Wisconsin while working in that state; or

2. A credit against the tax imposed by that state on the personal ser-
vice income equal to the Wisconsin tax on such income.

Register, December, 1978, No. 276
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{c} A Wisconsin employer of a nonresident individual residing in a
state with which Wisconsin has a reciprocity agreement need not with-
hold Wisconsin income tax from personal service income earned in Wis-
consin by such nonresidents,

(2) PERSONAL SERVICE INCOME DEFINED, Income from personal services
includes all salaries, wages, commissions and fees earned by an employe
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each of such properties shall be an allocated portion of the tax-benefit
amount allowed determined by reference to the sum of the amounts al-
lowed and the sum of the amountis allowable with respect to such sevéral
properties,

(8) A corporation seeking to limit the adjustment to basis to the tax-
benefit amount allowed for any peried, in Jieu of the amount allowed,
must establish the tax benefit amount allowed. A failure of adeguate
proof as to the tax benefit amount allowed with respect to one period
does not preclude the corporation from limiting the adjustment to basis
to the tax-benefit amount allowed with respect to another period for
which adequate proof is available.

(9) The amount allowable for prior periods is determined under the
law applicable to such prior periods. -

(10} Adjustmentis to basis must be made for exhaustion, wear and
tear, obsolescence, amortization and depletion to the extent actually
sustained in respect of a) any period during which the corporation was
engaged in business entirely outside of Wisconsin, or b) any period dur-
ing which the property was held by a person or organization not subject
to income taxation under ch. 71, Stats, The amount actually sustained is
that amount charged off on the books of the corporation where such
amount is considered by the secretary of revenue to be reasonable.
Otherwise the amount actually sustained will be the amount that would
have been allowed as a deduction had the corporation been subject to
incol?lo?i tax during those periods, determined by the straight line
method. : .

History: Cr. Register, February, 1965, No. 110 off. 3-1.66; am. (1) (a), (2), (8), (4), (5},
and r, (8}, renum, {8) to be (8) and am,, renum. (10} to be (9} and (11} tobe (10) and am.,
Register, March, 1966, No, 123, eff. 4-1-88; am. Regiater, February, 1975, No. 230, eff, 3-1-14;
am. (4), Register, July, 1978, No. 271, eff. 8-1-78,

Tax 2.76 Recoveries bfr corporations, (s. 71.03 (1)' (k), Stats.) Re-
coveries of items previously charged off as loss or as expense are taxahble
income in the year of recovery. .

History: 1-2-56; am. Register, March, 1968, No, 123, eff. 4-1-86, '

Tax 2.76 Refunds of taxes to corporations, (s. 71.03 (1) (k),
Stats.) Refunds of federal, state or local taxes together with interest
thereon which were allowed as deductions from gross income in previous
years are taxable income, - ' ’

Hlistory: 1-2-58; am, Register, March, 1866, No. 123, eff, 4-1-66,

Tax 2.80 Improvements on leased real estate, income to corpo-
rate lessor, (s, 71.03 (1) (k), Stats.) If improvements are made on
leased property and the life of such improvements extends beyond the
terms of the lease, the lessor derives taxable income at the expiration of
the lease, the amount of which is represented by the fair market value of
the improvements at the time,

History: 1-2-66; am. Register, March, 1966, No. 123, off. 4-1-66,

Tax 2.81 Damages received by corporations, (s, 71.03 (1) (k),
Stats.) Damages may result in taxable income when recovered on ac-
count of injury to property, interference with property rights or breach
of contract, when the amounts received as damages are in excess of the
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income tax cost of the property destroyed. Damages recovered for libel
of business reputation are taxable income.

History: 1-2.66; am. Register, March, 1986, No. 123, off. 4-1-66.

Tax 2.86 Income to corporations from cancellation of govern-
ment contracts, (s, 71.03 (1) (k), Stats.) Amounts claimed under can-
celled government contracts not reported in the return for the year in
which claim therefore was filed must be included as income in the year
in which such claim is aliowed.

History: 1.2-68; am. Register, March, 1966, No. 123, off. 4-1-86.

Tax 2.89 Penalty for underpayment of estimated fax. (ss.
71,21 (11) and 71.22(8), Stats.) (1) PERIODS BEGINNING ON OR AFTER NO-
VEMBER 1, 1975. Any penalty imposed against an individua!l or corporate
taxpayer for the underpayment of estimated tax attributable to periods
beginning on or after November 1, 1975 shall be at the rate of 9% per
year on the amount of underpayment for the period of underpayment.

(2) PERIODS BEGINNING PRIOR TO NOVEMEBER 1, 1975, Any penalty im-
posed against an individual or corporate taxpayer for the underpayment
of estimated tax attributable to periods prior to November 1, 1975 shall
be at the rate of 6% per year for the period of underpayment prior to
November-1, 1975, and at the rate of 9% per year beginning November
1, 1975, on the amount of underpayment for any remaining period of
underpayment.

Note: This rule reflects the interpretation of the applicable statutes consistent with the
November 30, 1877 declsion of the Wieconsin Tax Appeals Commission in Alan Marcuvitz et
al. vs. Department of Revenue.

Example; Taxpayer fs subject to the addition to the tax for the taxable year 1975. For the
period of underpayrent beginning April 16, 1975, a rate of 6% per year is used from April 15,
1975 to November 1, 1975, and 9% thereafter. For the period of underpayment beginning
June 15, 1976, a rate of 6% per year is used from June 15, 1975 to November 1, 1975 and at
9% thereafter. For the period of underpayment beginning September 15, 1975, a rate of 6%
per year is used from September 15, 1975 to November 1, 1975 and at 2% thereafter. A rate of
9% por year ia used for the fourth period of underpayment beginning January 15, 1976,

History: Cr. Register, December, 1978, No. 278, eff. 1.1-78.

Tax 2,90 Withholding; wages. (s. 71.19 Stats.) (1). The term
“wages’ means all remuneration for'services performed by an employe
for his employer uniess specifically excepted under s. 71.19, Stats,

- -(2) The name by which remuneration for services is designated is im-
material, Thus, salaries, fees, bonuses, commissions on sales, commis-
sions on insurance premiums, pensions and retirement pay, and supple-
mental unem(inloyment benefits are wages within the meaning of the
statute if paid as compensation for services performed by the employe
for the employe’s employer. B

(3) The basis upon which the remuneration is paid is immaterial in
determining whether the remuneration constitutes wages. Thus it may
be paid on the hasis of piecework, or a percentage of the profits, and may
be paid hourly, daily, weekly, monthly or annually. .

(4) Generally the medium in whi¢h the remuneration is paid is also
immaterial, It may be paid in cash or in something other than cash, as,
for example, stocks, bonds or other forms of property. (See, however, s.
71,19 (1) (i}, Stats., relating to the exclusion from wages of remunera-
tion paid in any meditm other than cash for services not in the course of
the employer's trade or business). If services are paid for in a medium
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other than cash, the fair market value of the thing taken in payment is
the amount fo be included as wages. If the services were rendered at a
stipulated price, in the absence of evidence to the contrary, such price
will be presumed to be the fair value of the remuneration received. I a
corporation transfers to its employes its own stock as remuneration for
services rendered by the employe, the amount of such remuneration is
the fair market value of the stock at the time of the transfer.

--{6) Remuneration for services, unless such remuneration is specifi-
cally excepted by the statute, constitutes wages even though at the time
paid the relationship of employer and employe no longer exists between
the person in whose employ the services were performed and the indi-
vidual who performed them, '

(6) In general, pensions and retired pay are wages subject to with-
holding. 8o called pensions awarded by one to whom no services have
been rendered are mere gifts or gratuities and do not constitute wages.

(7) Amounts paid specifically—either as advances or reimburse-
ments—for traveling or other bona fide ordinary and necessary expenses
incurred or reagonably expected to be incurred in the business of the
eméaloyer are not wages and are not subject to withholding. Traveling
and other reimbursed expenses must be identified either by making a
separate payment or by specifically indicating the separate amounts
where both wages and expense allowances are combined in a single pay-
ment.

(8) Amounts of so-called “vacation allowances” paid to an employe
constitutes wages. Thus the salary of an employe on vacation, paid not-
withstanding h_is absence from work, constitutes wages, .

(9) Any payments made by an employer to an employe on account of
dismissal, that is, involuntary separation from the service of the em-
}ﬁioyer, constitutes wages regardiess of whether the employer is legally

ound by contract, statute or otherwise to make such payments.

(10) Any amount deducted by an employer from the remuneration of
an employe is considered to be a part of the employe’s remuneration and
is considered to be paid to the employe as remuneration at the time the
deduction is made. It is immaterial that any act or law requires or per-
mits such deductions, :

(11) The term “wages” inchides the amount paid by an employer on
behalf of an employe, without deduction from the remuneration of or
other reimbursement from the employe, on account of any tax imposed
upon the employe by any taxing authority.

(12) The value of any meals or lodging furnished to an employe by his
employer is not subject to withholding if the value of the meals or lodg-
ing is excludable from the gross income of the employe under the provi-
sions of the internal revenue code, as defined in s. 71.02 (2} (b), Stats.

(13) Ordinarily, facilities or privileges (such as entertainment, medi-
cal services, or so-called “courtesy” discounts on purchases) furnished
or offered by an employer to his employes generally, are not considered
as wages subject to withholding, if such facilities or privileges are of rela-
tively small value and are offered or furnished by the employer merely as
a means of promoting the health, good will, contentment or efficiency of
his employes. :
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(14) Tips or gratuities paid directly to an employe by a customer of an
employer, are excepted from withholding only if the tips are non-cash
tips or if the cash tips received during the course of a month areless than

$20

{15) Withholding is not required: (a) Upon amounts paid to an em-
ploye by the employe’s émployer under a wage continuation plan for a
period during which the employe is absent from work on account of per-
sonal injuries or sickness if such amounts are exempt from withholc?ing
gaxation under the internal revenue code, as defined in s. 71.02 (2) (b),

tats,

(b) When an employe certifies to an employer that the employe in-
curred no liability for income tax for the preceding tazable year and an-
ticipates not incurring a liability for the current taxable year.

History: Cr, Regiater, Junuary 1963, No. B5, eff, 2-1-63; r. and recr, {12), cr. (15), Register,
March, 1968, No. 123 off. 4-1-68; am. (2), {14) and (15), Regiater, July, 1978, No. 271, eff, 8-
1-78,

Tax 2.91 Withholding; fiscal yvear taxpayers. (1) Except as pro-
vided in aubsection (2} hereof, amounts withheld pursuant to s. 71.20,
Stats., in any calendar year shall be allowed as a credit for the taxabie
year beginning in such calendar year. If more than one taxable year be-
i;ina in a calendar year, such amount shall be allowed as a credit for the

ast taxable year 3o beginning,

(2) Any employe who reports his income for taxation to the state of
Wiscongin on an income year other than the calendar year shail be al-
lowed &s a credit for any such fiscal year amounts withheld by his em-
ployer in such fiscal year provided his employer, on or before the end of
the first month following the close of such fiscal year, shall voluntarily
furnish such employe with £ legible copies and the department of reve-
nue with one legible copy of a written statement, adapted to such fiscal
yesr, but otherwise consistent with the written statement referred to in
8, 71.10 (8) (a), Stats., and the employe files a copy of such statement
along with his fiscal year return, _ .

Histery: Cr. Register, March; 1963, Neo. 87, eff. 4.1.66; am. Register, February, 1975, No.
230, off. 3-1-76. - - -

Tax 2,92 Withholding tax exemptions, (ss. 71.20(9) (e} and (14),
Stats.} (1) An employe may ¢laim the same number of withholding ex-
emptions for Wisconsin as claimed for federal withholding purposes, An
employe who elects to have federal withholding exemptions apply for
Wisconsin withholding purposes shall notify his or her employer of this
election, An employe making this election is not required to complete a
Wisconsin withholding exemption certificate, Form WT-4, An employe
who claims fewer withgolding exemptions for Wisconsin than for federal
withholding purposes shall provide his or her employer with a com-
pleted Wisconsin withholding exemption certificate, Form WT-4,

(2) An employe who had incurred no Wisconsin income tax liability
for the preceding taxabie year and anticipates no liahility for a current
taxable year shall be exempt from withholding if the employe provides
his or her employer with a completed Form WT-4E (“Exemption from
Withholding of Wisconsin Income Tax") . For this purpose, a tax liabil-
ity is “incurred” if the employe had for the preceding year or anticipates
for the current year a net Wisconsin income tax due (gross taz less per-
sonal exemptions on a Wisconsin return). If an employe is married, the
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net tax of the employe’s spouse shall not be consgidered in determining if
the employe may claim this exemption. ‘ )

Noto: Forms WT-4 and WT-4E may be obtained by mail request to Wisconsin Depart-
ment of Revenue, P.O, Box 68, Madison, Wisconsin 53701,

History: Cr. Register, Novembur, 1977, No, 263, eff, 12-1-77.

Tax 2,93 Withholding from wages of a deceased employe and
from desth benefit payments, (ss. 71.19{1) (j) and 71.20(1}, Stats.)
(1} GeNeRAL. Section 71.20(1), Stats., requires employers to withhold
Wisconsin income tax from payments of wages “to an employe”, Various
types of payments are made to the estate or to beneficiaries of a de-
ceased employe which resulted from the deceased person’s employment.
The department shall follow the federal internal revenue service’s poliCﬁ
in determining whether withholding of income tax is required from suc
payments,

(2) PAYMENTS SUBJECT TO WITHHOLDING. An uncashed check originally
received by a decedent prior to the date of death and reisssed subse-
quently to the decedent’s personal representative shall be subject to
withholding of Wisconsin income tax.

(3) PAYMENTS NOT SUBJECT T0 WITHHOLDING. The following types of
payments to a decedent’s personal representative or heir shall not he
subject to withholding of Wisconsin income tax: (a) Payments repre-
senting wages accrued to the date of death but not paid until after death.

" (b) Accrued vacation and sick pay.
(¢) Termination and severance pay., .

(d) Death benefits such as pensions, annuities and distributi'ons from
a decedent’s interest in an employer’s qualified stock bonus plan or
profit sharing plan (s. 71.19(1) (j), Stats%. ‘

History: Cr, Register, February, 1978, No. 266, eff, 3-1-78,

Tax 2.94 Tax sheltered annuities. (s. 71.03(2) (d), Stats.) (1) Gen-
ERAL. (a) For many years members of the state teachers’ retirement sys-
tem have had the privilege of paying in-voluntary additional deposits, to
provide additional retirement income to supplement normai retirement
benefits. In January of 1964 it became possible for such members to pay
in additional deposits under a new program known as the Taxz Shelfered
Annuity Plan,

(b} When a tax sheltered annuity is purchased for an employe by a
public school system or by an exempt educational, charitable or religious
organization, the deposit used to acquire this annuity may be excluded
from the employe’s gross income in the year of payment under section
403 (b) of the internal revenue code. Accordingly, since January 1, 1965,
when Wisconsin adopted the internal revenue code as the basis for com-
puting Wisconsin taxable income, these payments also have been ex-
cluded from employes’ taxable income for Wisconsin income tax pur-
poses. Prior to that date, such payments were taxable for Wisconsin
Income tax purposes,

(c) All benefits paid.under tax sheltered annuity contracts, including
withdrawals, death benefits or annuities, are included in federal tazable
i&«;om% vih;en received. The Wisconsin treatment is described in subs,

and (3).
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(2) Secrion 71.03(2) (d) exeEMpTioN. Normal retirement benefits re-
ceived from systems enumerated in s. 71.03 (2) (d), Stats., are exempt as
provided by that section. However, benefits received from tax sheltered
-annuity deposits administered by such systems do not qualify for the
exclusion from Wisconsin tazable income provided by that statute. Tax
sheltered annuity benefits shail be treated the same for Wisconsin in-
come tax purposes as for federal income tax purposes; that is, they shall
be included i in gross income,

(3) STATE TEACHERS RETIREMENT SYSTEM ANNUITY BENEFITS. (a) Tax
sheltered annuity benefits received by retired teachers on and after Jan-
uary 1, 1974 shall be included in income. No subtraction modification
from fec(le)ral adjusted gross income shall be allowed, except as provided
in par. (c

{b) Tax sheltered annuity benefits received on or before December
31, 1978 shall be considered nontazable. A subtraction modification
under 8. 7106 (1) (b)4, Stats., shall be permltted for such benefits as
were included in federal gross income.

(e) If a school system purchased a tax sheltered annuity for an em-
ploye prior to January 1, 1965, and the employe paid a Wisconsin income
tax on the tax sheltere‘d annuity deposit which was used to pay the 1964
annuity premium, a subtraction modification under s. 71.05(1) (b} 4,
Stats., shall be allowed for the tax sheltered annuity benefits received on
or after January 1, 1974 which are included in federal income and upon
which the employe previously paid a Wisconsin income tax.

The allowable subtraction modification is the amount of deposnt on
which the Wisconsin tax was previously paid less that portion, if any, of
the tax sheltered annuity benefits excludable from Wisconsin income
because of receipt prior to January 1, 1974, as illustrated in the following
examples which assume that the taxpayer files its tax return on a calen-
dar year basis:

Example I: An smploye made a depoait of $200 for the purchase of a tax sheltered annuity
in 1964, and this amount was included in Wisconsin taxable income. When the employe
retirea after January 1, 1974, a subtraction modification under section 7£.05(1) (b} 4 is per-
mitted for the firat $200 of tax sheltsred annuity benefits received. All aubsequent benefita
are taxable with no subtraction modification allowed.

" Example 2: An employs made a deposit of $300 for the purchase of a tax sheltereci annuity
in 19684, and this amount waa included in Wisdonsin taxeble income. The employe retired
prior to Dacember 31, 1973, and $120 of euch benefits received were not included in Wiscon-
sin taxable income, A subtraction modification under section 71.05(1) (b}4 is permitted for
the next $180 ($300 - $120) recelved aftor January 1, 1974, All subsequent benefits are
taxahle with no subtraction medification allowed.

Example 3: An employe made a deposit of $160 for the purchase of & tax sheltered annuity
in 19€4, and this amount was included in Wisconsin tazable income, The employe retired
prior to Decomber 31, 1973, and treated $200 of such benefits as nontaxable for Wisconsin
income tax purposes. All such benefits received after January 1, 1974 are taxable with no
subtraction modification allowed.

History: Cr. Regiater, April, 1978, No. 288, off. 5-1-78.

Tax 2,956 Credit for income t{axes paid to other states, (s.
71.09(8), Stats.) {1} DerniTioN. In this rule, “state” means the 50
states of the United States and the District of Columbia, but does not
include the commonwealth of Puerto Rico or the several territories or-
ganized by Congress.

(2) CrEDITS ALLOWABLE, (a) Ior taxable years 1961 through 1974, ex-
cept as provided in sub. (3), an income tax credif may be claimed by a
Register, Decomber, 1978, No, 276
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Wisconsin resident individual for income tax paid to another state on
income of the individual from personal services performed outside Wis-
consin,

(b) For taxable years 1975 through 1977, except as provided in sub,
(3), an income tax credit may be claimed by a Wisconsin resident indi-
vidual, estate or trust for tax paid to ancther state on income of the
individual, estate or trust from:

1. Personal services performed outside Wisconsin,
2. Business conducted in another state,

3. Rentals and royalties from real property or tangible personal prop-
erty located in another state.

4. The operation of any farm, mine or quarry located in another state.

5. The sale of real property or tangible personal property located in
another state.

(c) For taxable years 1978 and thereafter, except as provided in sub.
(3), an income tax credit may be claimed hy a Wisconsin resident indi-
v1dual estate or trust for any net income tax paid to another state in the
precedmg taxable year upon income of the individual, estate or trust
taxable by such state.

(3) CrEDITS NOT ALLOWED, Anh income tax credit shall not be allowed
for: {a) Income tax paid to Illinois, Indiana, Kentucky, Maryland, Mich-
igan or Minnesota on personal service income earned in these states in-
glgg)ed under a reciprocity agreement (see Wis, Adm. Code section Tax

(b) For taxable years prior to 1978, income tax paid to another state
on income from intangibles as determined under Wisconsin law, such as
income from interest, dividends, gambling or a limited partnership in-
terest (Sweitzer vs. Wzsconsm Department of Revenue, (1974) 65 Wis,
(2d) 235, states that income from a limited partnership interest is con-
mdered income from an intangible for Wisconsin tax purposes }.

(c) Income tax paid to another state on income not consndered taxable
income for Wisconsin tax purposes,

{d) Income tax paid to-a city, v;llage, town or foreign country.

. {4) How 10 cLAIM A cREDIT. The amount of income tax credit claimed
shall be entered on the line entitled “Net income tax paid to other
states” on side one of Wisconsin income tax returns Forms 1 and 1A.
The credit shall not exceed the Wisconsin net tax. 'To verify the credit
claiined, the following information shall be attached to Form 1 or 1A in
the followmg s:tuatlona '(a) If the credit is based entirely on tax with-
held and a refund is due from the other state, attach a copy of the wage
statement and that state’s income tax return.

{(b) If there is a tax due on the other state’s return or if estimated tax
payments were made to that state, attach proof of payment of such
amounts along with a copy of the wage statemeént and that state’s in-
come tax return. Proof of payment is not required if either the tax due or
estimated tax payments do not exceed $10.
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(5) YEAR IN WHICH TO CLAIM INCOME TAX CREDIT, The credit for income
tax paid to another state shall be claimed on the Wisconsin return for
the year in which the out-of-state income is considered taxable Wiscon-
sin income. For example, a Wisconsin resident receives income of $4,000
in 1975 from rental property located in Iowa. Such person files a 1975
declaration of estimated tax of $200 with Iowa, with $150 of declaration
payments being made in 1975 and the fourth quarter payment of $60
being made in January 1976. The Iowa income of $4,000 is reported as
income on the 1975 Iowa and Wisconsin returns, The 1975 lowa income
{ax return shows the following: ‘

1976
_ Jowa Return
Iowa Rental Income . $ 4,000
Iowa Net Tax (amount to be claimed as a credit
on 1975 Wisconsin return) . o $ 185
Declaration Payments : $ 200
Refund . $ 15

The taxpayer may claim a “Credit for net income tax paid to other
states” of $185 on the 1975 Wisconsin return, even though a part of such
tax was paid in 1976,

i
Hixtery: Cr, Rogister, Decembor, 1978, No. 2786, eff. 1-1-79,
!

Tax 2.% Extension of time to file corporation franchise or in-
come tax returns. {(section 71,10(5) (a), Wis. Stats.) (1) GENERAL.
Corporation franchise or income tax returns (Forms 4 and 5) are due on
or before the 15th day of the 3rd month following the close of a corpora-
tion’s taxable year unless an extension of fime for filing has been
granted, Such returns and inventori reports {(Form 10) due on and after
April 24, 1976 may be filed within thé same extension period allowed for
filing corresponding federal income tax returns under the internal reve-
nue code. In the alternative, for such returns, a corporation may obtain
an extension from the department for a period not to exceed 30 days, if
the extension is requested prior to the original due date of the return.

(2) Procepure, (a} The 30 day extension from department. A re-
quest for a 30 day extension (Form IC-830) from the department shall
be filed in duplicate by the taxpayer prior to the original due date of the
tax return, A payment submitted with the extension request will be ac-
knowledged on the copy of the extension request which is returned to
the taxpayer.

(b) The 3-month federal extension. 1. A copy of federal extension
Form 7004 shall be attached to a Wisconsin franchise or income tax re-
turn filed under the federal automatic 3-month extension provision for
the Wisconsin return to be considered timely filed.

2. A taxpayer using a federal extension who desires to minimize inter-
est charges during the extension period may pay any estimated tax La-
bility on or hefore the 15th day of the 3rd month following the tazable
year. This may be done by attaching a remittance either to an amended
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Tax 2.992 Computing 1977 Wisconsin net taxable income with
reference to the internal revenue code in effect on December 31,
1976. (s. 71.02(2) (b}, Stats.) (1) LAw CHANGE FOR TAXABLE YEAR 1977.
Chapter 29, Laws of 1977 amended s. 71.02 (2} {b), Stats., so that for
purposes of determining Wisconsin income and deduction amounts for
the taxzable year 1977, an individual, parinership, estate or trust shall
use the internal revenue code enacted as of December 31, 1976,

(2) ERPFECTS OF NEW LAW FOR TAXABLE YEAR 1977. {a) Amendmentis to
the internal revenue code enacted on or before December 31, 1976.
Amendments enacted on or before December 31, 1976 shall be consnd-
ered a part of the internal revenue code in effect on December 31, 1976,
and therefore recognized for Wisconsin income tax purposes for the tax-
able year 1977, even though such amendments may not become opera-
tive until after December 31, 1976,

(b} Amendments to the internal revenue code enacted after Decem-
ber 31, 1976. Amendments enacted after December 31, 1976 shall not be
considered a part of the internal revenue code in effect on December 31,
1976, regardless of whether such amendments become operative before
or after December 31, 1976. Such amendments will not be recognized for
Wisconsin i income tax purposes for the tazable year 1977,

(3) REPORTING DIFFERENCES RESULTING FROM AMENDMENTS TO THE IN-
TERNAL REVENUE CODE ENACTED AFTER DECEMBER 31, 1976.
(a) Individuals. 1..In computing taxable income for federal purposes for
1977, an individual must consider amendments to the internal revenue
code enacted after December 31, 1976 (e.g., the provisions of the federal
“Tax Reduction and Slmphﬁcatlon Act of 1977"), The federal income
tax return attached to the Wisconsin income tax return, Form 1, may
reflect such amendments. However, since Wisconsin does not recognize
amendments to the internal revenue code enacted after December 81,
1976, there may be dlfferences between the amounts of “federal ad-:
3usted gross income” and “itemized deductions’ shown on the federal
income tax return and such amounts reportable for Wisconsin purposes..

2, Wisconsin Schedule I shall be used to report differences resulting
t:;rlomge};gendments to the internal revenue code enacted after December
1

3. The amount of an individual’s standard deduction or low-i -income
allowance will also be different for federal than for Wisconsin purposes..
However, such differences shall not be reported on Schedule I. The
amount of standard deduction or low-income a]lowance permitted for
Wisconsin shall be entered on line 6 of the Wisconsin income tax retum,
Form 1 or Form 1A,

(b) Partnersh;ps FEstates and Trusts. The federal returns reqmred
to be attached to the Wisconsin Form 2 (estates and trusts) and Form 3
(partnerships} may reflect amendments enacted to the internal revenue
code after December 31, 1976, Therefore, differences may exist between
the amounts of certain income and deduction items as shown for federal
purposes and those reportable for Wisconsin purposes. The differences
resulting from amendments enacted after December 31, 1976 shall be
identified on the Wisconsin Form 2 or Form 3, If the differences affect
the amount of distributable income reportable by a partner or benefici-
ary for Wisconsin purposes, the partner or beneficiary shall report such

differences on Wisconsin Schedule L
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(4) TNCOME AND DEDUCTION ITEMS WHICH DIFFER FOR WISCONSIN-FED-
ERAL PURPOSES FOR 1977, Descriptions of some amendments to the inter-
nal revenue code enacted after December 31, 1976 and their treatment
for Wisconsin purposes follows:

“{a) Amendments affecting federal adjusted gross income. 1. Partial
use of personal residence as day care facility. a. Federal: The exclusive
use regquirement for deducting business expenses attributable to the
husiness use of a personal residence does not apply if the residence is
used to provide day care services to children, handicapped individuals
and the elderly.

b, Wiaconsin; Such expenses are only deductible if the portion of the
residence used as a day care facility is used exclusively and on a regular
basis for that purpose. : ' '

2. Child care facility. a. Federal: Capital expenditures for a child care
facility placed in use in 1977 may be amortized over a 5-year period.

b. Wisconsin; Such expenditures must be depreciated over the useful
life of the facility.

3. Poliution control facilities. a. Federal: The cost of certain pollution
control facilities may he amortized over a 6-year period.

b. Wisconsin: Such expenditures must be depreciated over the useful
life of the facility. (However, it should be noted that special write-off
provisions may be available for such facilities under s. 71.05(1) (h} or

(i) of the Wisconsin Statutes.} '

‘(b) Amendments affecting itemized deductions, 1, Child and depen-
dent care expenses, a. Federal: Child care expenses are no longer allow-
able as an itemized deduction. Rather, a portion of such expenses is al-
lowed as a credit which is applied directly to the taxpayer’s federal
income tax Hability. In addition, certain eligibility requirements have
been e(ci:hanged and the adjusted gross income limitation has been re-
moved. : . : .

b. Wisconsin: An itemized deduction will continue to be allowed for
employment related child and dependent care expenses, However, 1975
eligibility requirements will apply and the amount of any deduction will
be reduced when adjusted gross income exceeds $35,000, (Wisconsin
Schedule 2441W should be completed to determine the amount of child
and dependent care expenses allowable as an itemized deduction,)

2. Contribution of partial interests in real property. a. Federal: A de-
duction is allowed for a contribution made any time during 1977, exclu-
gively for conservation purposes, of a partial interest in real estate.

b. Wisconsin: Such contributions made after June 13, 1977 will not be
deductible.

{c) - Wisconsin’s standard deduction or low-income allowance. The
amount of an individual’s Wisconsin standard deduction or low-income
allowance will also be different from the standard deduction (“zero
bracket amount”) allowable for federal purposes. However, such differ-
ences should not be reported on Schedule I. The amount of standard
deduction or low-income allowance permitted for Wisconsin should be
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entered on line 6 of the Wisconsin income tax return, Form 1 or Form

Note: Schedule I and its instrictions may be obitained from any department of revenue
office or by writing to the Wiscot\sﬁn Department of Revenue, P.O. Box 8903, Madison,

Wisconsin 563708.
History: Cr, Register, December, 1978, No. 278, eff. 1-1-79,
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