
STATE OF WISCONSIN ) 
) SS 

DEPARTMENT OF REVENUE) 

CERTITICATE 

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS: 

I, ~lark E. Musolf, Secretary of the Department of Revenue and 

custodian of the official records of said department do hereby certify 

that the annexed amendments to rules relating to the definition for 

sales and use tax purposes of "exc lusive" use of machines and processing 

equipment purchased by manufacturers, was duly approved and adopted 

by this department on September 17, 1981. 

I further certify that said copy has been compared by me with the 

original on file in this department and that the same is a true copy 

thereof, and of the whole of such original. 

, ,liA 
/ <f' ,I '/ " I' . 

IN TESTIMONY WHEREOF, I have hereunto 
set my hand at 125 South Webster Street 
in the city of r~adison, this 17th 
day of September, 1981. 
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ORDER OF THE DEPART~\ENT OF REVENUE 

N'IENDING RULE TAXJ~~O, DG1PTION OF HACHINE:S AND prWCESSHIG EQUIPf.1ENT . 

Relating to the definition for sales and use tax purposes of "exelusive" 
use of maehines and processing equipment purchased by manufacturers. 

Analysis bX the Oepartment of Revenue 

Rl/le Tax ·11 .40 interprets the manufacturers' ex~nption for machines and 
processing equipment provided by ss. 77.51(27) and 77.54(6)(a) of the 
Wisconsin Statutes. This anlendment elarifies the sales and use tax status 
of machines and proeessing equipment whieh have some nonexempt use. It 
reeognizes that exelllpt maehinery and equipment may have some sporadic non­
exempt use and still retain their sales and use tax exernption. 

The Wiseonsin Tax Appeals Commission.and eourts have long reeognized that 
a tax exernption must be narrowly construed but need not be given an un­
reasonable or the narrowest passible' eonstruction. The amendinents' to 
subseetions (l)(a), (2)(b) and (3)(a) reeognizes that maehinery and equipment 
of neeessity rnay not be used 100% in manufacturing, but in unusual cir-
eumstances may be applied to other uses. For exarnp1e, ~ fork lift 
truck may be used for many years i n an exempt manufaeturi ng process 
by a manufaeturer and its temporary use ina nonexempt manner \·,ill not vaid 
the exemptioll. 

Paragraphs (3)(b) and (e) of the rule are amended to delete languages in 
e 0 n fl i e t with s. 77. 5 4 ( 6 ) ( a), S ta ts., a n d a n e x am p 1 e . 

These amendments eodify the Department of Revenue' s statutory i nterpretations 
and provide the same definition of exelusive use as is currently being 
proposed in amendrnents to rules Tax 11.12 and 11.16, relating to farrning 
and common or eontraet carriers, respeetively. 

Pursuant to authority vested in the Oepartment of -Revenue by section 
227 .014, \~is. Stats., the Department proposes to arnend rule Tax 11.40 inter­
preting section 77.54(6)(a), \·Iis. Stats., as fo11O\'/s.: 

. '. . 

S E en ON 1. S e e t i 0 n s Ta;t, 11. 40 ( 1) ( a), (2) ( b), ( 3 ) ( a) a n d (3) ( e) 0 f the 
Wisconsin Administrative Code are a~ended to read: 

Tax 11.40 EXEmption of maehines and proeessing equipment. (seetions 
77.51(27) and 77.54(6)(a), Stats.) (1) GEIIER!\L. (a) Section 77.54(6)(a) 
exempts the gross receipts from the sale of and the storage, use or other 
eonsumption of "I'lachines and specifie proeessing equipment and repair parts 
01' replaecments thereof, exe1usive1y and direct1y uscd by a manufaeturer in 
nlJnufacturing tangible personal property." Effectivo on * 
and thereafter, "exclusive1 y" as used in s. /I'-:"SLiTb}(aT--mw--lf11his section 
r.!.~~ans that the machinc;s c1nd~sPclS:jJiC _2!~~~_~i.09 eq-0·pl11e~J:_~0,....].!_palT: p~rts-

. o rrepTäeemen t_ thereot are use sOT!DL1),Y ~.!.'J!!..~E9.s:..~~I_l~_l~_f1._!~~anu(~tur2.0.9.. 
ta ng ib 1 e persona 1 propcl~ __ !2_ the ~ex eJ us i_o~!~ __ ~~~t:;l- u se~.L}xeept .JJ.la t 
the SaTes aild use tax exernptlOY1W1TiIlot bc lllvalldc1ted by iln lnfre~nt ---------y,---------.-------.--. ------.- . -\---c--
and s porau 1 e U S8 other th(lf~_j~~~~f_(l e!~~_i.o..9. __ ~_~.!]lJ ib 1 e_.E:J.:..:i..0r~uroEe rty-.:.. 
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(2)(b) Maehine~ and processing equipment shall be used exclusively in 
manufAeturing. lhe-exem~ti8A-5hal~-R8t-a~ply-~f-maek~Re5-aRd-~rBEe5s~R§ 
e~8i~ReRt-afe-85e~-~aftia~+Y-8r-t8t~~~y-iR-R9RmaR~faGt~fiR§-aGt4vjt~e~. For 
example, a forkl ift truck Llsed partitd·+y on a production 1 ine to mo've produets 
from machine to machine and used !~ularly or freouent1t in a \'/arehouse to 
move and staek finished produets is not used exclusively in manufaeturing. 

(3) OTHER EXAMPLES OF THE EXEMPTION. Other exwnples of application of 
the exemption are as follows: (a) Small tools used exclusively and directly 
in the manufacturing process qualify as "processing equipment". Small tools 
include hand t~ols such as drills) saws) mierom~ters and hammers. However, 
if such items are used pa}OtiaHy !~.ularly) frequently or totally for 
machine repair or general rnaintenance, they are not exempt. 

(3)(b) The exemption applies if.machines and proeessing equip~ent are 
used exe1usively and direet1y by a manufaeturer to produce other machines 
or processing equipment whieh, in turn, are used by such manufaeturer to 
produee tangible personal property fSF-sale. For example, alathe purehased 
by a manufaeturer and used direetly and exclusively to·produce machines 
which are used on the manufacturer's produetion line is exempt. However, 
if the lathe is used partly for produetion of such machines and partly 
for repair purposes, it is not exempt. 

(3)(e) The exemption applies if machines and processing equipment are 
used exclusively and directly by a manufacturer to produee component parts 
of tangible personal property~ 6e5tiRe6-f8F-sa+e~--F8r-exaffi~te,-a-~riRt4R~ 
~ress-8se6-~y-a-maR8faEt8~er-exE+854ye+y-te-~piRt-la~e+S-f8f-~ts-ffiaR8faEt8re6 
~fS88Ets-ts-exeffi~t7--H8wever)-4f-tAe-press-~s-8se8-~artiat+y-t8-pr~Rt 
a6vertis~R§-materia+s-aA6-effiEe-f8AHs)-~t-4s-R8t-exern~t7 

SECTION 2. The "Notes" fo110\'/in9 the end of rule Tax 11.40 are amended 
to read: 

Note: The interpretations· in this rule are effective under the 
general ~ales and use tax law on and after September 1, 1969 unlEss 
otherwise noted in the rule. 

* Revisor to fill in the date of the first day of the month following 
the day of publication. 

The amendments contained in this order shall take effeet as provided by 
s. 227. 02 6 ( 1 ) ( i n t ra. ) \·1 i s. St ats. 

Dated: September 17, 1981 



State of Wisconsin \ D EPA R T M E N T 0 F R E V E N U E 

Lee Sherman Dreyfus 
Governor 

Orlan L. Prestegard 
Revisor of Statutes 
411 West, State Capitol 
Madison, WI 53702 

Dear Mr. Prestegard: 

September 17, 1981 Mark E. Musolf 
Secretary 

125 SOUTH WEBSTER STREET 
MADISON, WISCONSIN 53702 

Enelosed are a eertified eopy and an extra eopy of an Order of the Depart­
ment of Revenue amending rule Tax 11.40. 

These materials are filed with you pursuant to s. 227.023(1), Wis. Stats. 

MEM:jpr 

Enelosures 

Sineerely, 

Mark E. Musolf 
Seeretary of Revenue 

ee: Ms. Vel Phillips, Seeretary of State 
Prentiee Hall, Inc. 
Commeree Clearing House, Inc. 
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• State of Wisconsin \ DEPAATMENT OF AEVENUE 

Lee Sherman Dreyfus 
Governor 

Ms. Vel Phillips 
Seeretary of State 
13 West, State Capitol 
Madison, WI 53702 

Dear Ms. Phillips: 

September 17, 1981 

Mark E. Musolf 
Secretary 

125 SOUTH WEBSTER STREET 
MADISON, WISCONSIN 53702 

Enelosed are a Certifieate and an Order of the Department of Revenue 
amending rule Tax 11.40. 

These mäterials are filed with you pursuant to s. 227.023(1), Wis. 
Sta ts. 

MEM:jpr 

Ene10sures 

ee: Revisor of Statutes 

Sineere1y, 

.~~' 
Mark E. Musolf 
Seeretary of Revenue 


