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INCOME TAXATION, RETURNS, RECORDS AND
GROSS INCOME
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Corporation accounting gener-
ally (p. 23)

“Last in, firat out” method of in-
ve:)-xtorylng for corporations (p,
23

Property located outslde Wis-
consin—depreciation and sale
{p. 25}

Taxation of personal service in-
come of nonresident profes-
slonal athletes {p, 25)
Apporilonment method (p. 26)
Nonapportionable  income{p.

Separate accounting method (p.
a4

Apportlonment method (p. 34}
Nonapportionable Income (p.
35)

Pormission to change basis of al-
location {p. 36)

Apportionment in speclal cases
(0. 36)

Apportionment of husiness In.
come of interstate mir carriers
{p. 36)

Apportionment of net business
income of interatate motor carri-
era of property {(p. 37)
Apportionment of net Lusiness
fncomes of Interstate pipeline
companfes {p. 37)
Appo_rt[_onment of net business
incomes of interstate finance
companiea (p. 38)
Apportionment of net business
incomes of interstate public util.
ities {p, 39)"

Appaortionment of net. busineas
income of interstate professional
gporis clubs (p. 39)

Rent received by corporations
fro)m Wisconsin real estate (p.
39

Stock dividends and stock rights
recoived by corporations (p. 40)
Insurance proceeds recelved by
corporations (p. 40)

Annuity payments received by
corporations (p. 40-1)
Dividends on stock sold “short™
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Building and loan dividends on
instalment shares received by
corporations (p. 41)

Dividends accrued on stock (p.
£1)

Interest received by corpora-
tions (p. 41}
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(p. 41)
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Tax 2.70 Gain or loss on capital asseta of  Tax 2.90 Withholding; wages {(p. 50-1)
corporations; basis of determin-  Tax 2.91 Withholding; fiscal year taxpay-

ing {p. 41} . ers (p. 60-2)
Tax 2.72 Exchanges of property by corpo-  Tax 2,92 Withholding tax exemptions (p.
rations generally (p, 42) 50-3)

Tax 2.721 Exchanges of property held for  Tax 2.93 Withholding from wages of ade-
" productivé use or investment by " censed employe and from death
corporations {p, 43) - : - ’ benefit payments (p. 50-3)

Tax 2.73 Involuntary conversion by cor- Tax: 2.§35 Reduction of delinquent interest
porations {p. 43) rate under a, 7120 (6} (c},
Tax 2.74 Gain or loss on disposition of Stats. {p. 50-4) .+ . - .~

property by corporations; ad- Tax 2.84 Tax sheltored annuities {p. 50-
justments to hasis (p. 43) : - B) . e :
Tax 275 Recoveries by corporations (p. Tax 2,96 Reporting of installment sales

45) {p. §0-6) o
Tax 2.76 Refunds of taxes to corporations Tax 2.956 Credit for income taxes paid t
{p. 46) : other atates {p, 50-10)" -~ .. -
Tax 2.80 Improvements on leased real es- Tax 2,96 Extension of tims to file corpo-
: tate, income to corporate lessor - -ration: franchige. or income tax
© (g 46) : returns {p. 50-11) -
Tax 2.81° Damages received by cerpora- Tax 2.98 Disaster area losses {p. 52) -~
: tlons (g 45) Tax 2.99 Cémputing 1976 Wisconsin net
Tax 2.82 Nexus (p. 46) - ... taxable income with reference to
Tax 2.83 Requirements for written alec- : .- the internal revenue code in of-
’ tions as to recognition of gain in .1 .fect on December 31, 1974 (p.
certain corporation liguidaticns BTy oo o : o
(p. 48} R Tax 2.081 Computing 1976 Wisconsin net
Fax 2.86 Income to corporations from . taxable income with reference to
cancellation of government con- the internal revenue code in ef-
7 tracts (p. 48) - fect on December. 31, 19756 (p.
Pax 2.87 Reduction of delinquent interest 60) :
‘rate under 3. 71;13 (1) (b), ‘Tax 2.992 Computing 1977 Wisconsin net
Stats, {p. 49) = . -, taxable income with reference to
Tax 2.88 Intereat rates (p. 49) ’ -, .- the internal revenue code in-éf.
Tax 2.89 Penalty for underpayment of es- fect on December 31, 1976. (p.
timated tax {p. 50) . 68-1) - . ; .

“Tax 2,01 Residence. (s. 71.01, Stats.) (1} The residence of a wife is
that of her husband 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, is that of its father, or of the
mother, if the father is deceased. S TR '

(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-
tien as the department may require. .. S DT

History: 1-2-66; r. (1); r.enurn. (2) to be (1); renum, (3) to be (2) and am, Register,
September, 1884, No. 105, eff. 10-1-64, am, Register, February, 1875, No. 230, eff. 3-1-75.

Tax 2.02 Reciprocity. (s, 71.03(2) (c), Stats.) (1) Generav..{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 Illinois but not
be a resident of Illinois, The Illinois Income Tax Act defines a resident
as “an individual (i) who is in this state for other than a temporary or
transitory purpose during the taxable year; or (i) who is domiciled in
this state but is absent from the state for a temporary or transitory pur-
posé during the taxable year”. o :

{(b) Income earned by a nonresident individual for performing per-
sonal services in Wisconsin shall be excluded from Wisconsin gross in-
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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 hy that state on the personal ser-
vice income equal to the Wisconsin tax on such income.

(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, [...ome from personal services
ineludes all salaries, wages, commissions and fees earned by an employe
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over the adjusted basis thereof, or may, with the congent of the Wiscon-
sin department of revenue, include such excess in its inventory for Wis-
consin income tax purposes subject te such conditions as said depart-
ment may prescribe,

‘History: 1-2-568; am, () and (8}, and cr, (7), Register, March, 1960, No, 51, eff. 4-1-60;
am. intro. par., {6). and (73, Reglater March 1956 No 123 ef!‘ 4- 1 66; am. Register, Febru
ary, 1975 No. 230, eff. 3-1-75.

Tax 2.30 Property located outsule Wlsconsm—-dopreomtlon and
sale. {s. 71.07(1), Stats.) - (1) Drrivrrions. In this rule, “internal reve-
nue code’ means the internal code'in effect for the taxable year specified
by s. 71.02(2) (b), Stats.; and “federal-adjusted basis’ means those
amounts determined under such code, For example, for the taxable year
1976 “internal revenue code’” means the federal mternal revenue code in
effect on December 31;:1975, Che S ; .

(2) GENERAL (a) Prior to tax year 1975 income or logs denved from
real property or tangible personak property followed the situs of the
property.from which derived.

(b) In 1975, 5. 71.07 (1), Stats ‘was amended effectlve WIth the 1976
tax year, to read in part:

“All income or loss of remdent individuals and resident estates and
trusts shall follow the residence of the individual, estate or trust. Income
or loss of nonresident individuals and nonremdent estates and trusts
from husginess, not requmniapportmnment under sub.’(2) (3} or (5),
shall follow the situs of the business from which derived. Tncome or loss
of nonresident individuals and nonresident estates and trusts derived
from rentals and royaltles from real estate or tangible pefsonal property,
or from the operation of any farm, mine or quarry, or from the sale of
real property or tangible personal property shall follow the situs of the
property from which derived.”

(3) TREATMENT N 1975 AND SUBSEQUENT YEARS POR RESIDENT INDIVIDU-
ALS, ESTATES AND TRUSTS. For tax year 1976 and thereafter, income or
loss from property and business located outside Wisconsin, received b
resident individuals, estates and trusts, is taxable. The basis for depreci-
ation and for determining gain or loss on dispostion of property for such
taxpayers is the same as the basis determined under the internal reve-
nue code, whether the property was acqulred before hecoming or while a
:resudent of this state, .. -,

Note: Inthe caseof Wzscansm Depm—tment of Revenue vs, Romain A, Howiek, 100 Wis, 2d
274 (1981), the Wisconsin aupreme court held that for the purpose of determining a Ioss on
sale the hasis of property located outaide Wisconsin acquired hofore the ownar became a
Wisconsin resident is the basia determined under the Internal revenue code. In this rule, the
same principle is apptled to gaing realized upon the dispesition of such property.

History:Cr. Reg{sber,April 1978, No. 268, eff. 5-1-18; r. and Féer. (3}, Reglster, July, 1982;.
No, 319, off, 3-1-82. : I -

Tax 2,31 Taxation of personal service income of nonresident pro-
fessional athletes, (ss. 71.01 (1} and 71.07 (1), (2) and (5), Stats.).
(1} Derivrrions. (a} In subs, (2), (3} and (4) {a) “duty days” means
days during the regular p!aymiseason within a taxable year for which
the athlete is compensated, siich as practice days, travel days and actual
playing da fzs In sub, (4) (b) “duty days” means days during the post-
season within a taxable year for which the athlete is compensated ‘such
as practice days, travel days and actual playing days.
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(b) “Travel days” means days spent in the state (or other governmen-
tal jurisdiction) of destination, except that when the team performs on a
travel day, the day shall be considered spent where the performance oc-
curs, :

(2) GeneraL, Wisconsin individual income tax is imposed on nonresi-
dent natural persons upon such income as is derived from the perform-
ance of personal services within Wisconsin, When a specific amount is
received for personal services performed: in Wisconsin, that amount
shall be included in Wisconsin income. When compensation is received
for personal services performed partly within and partly outside Wis-
consin, the amount to be included in Wisconsin income shall be deter-
mined by an allocation of personal services performed in Wisconsin to
total personal services on the basis that most correctly reflects the
proper apportionment under the facts and circumstances of the particu-
lar case. In the absence of clear evidence to the contrary, allocations
shall be made on the basig of time; that is, the compensation allocated to
Wisconsin shall bear the same relation to total compensation as the
number of days of performance of personal service within Wisconsin
bears to the total number of days of performance of personal service for
which compensation is receiveé’: - o

-(8) MerHon or ALLocaTiON. {a) The allocation to Wisconsin of in-
come earned from the performance of personal services by a nonresident
professional athlete under a playing contract shall, as a general rule, be
made on the basis of time according to a fraction, the denominator of
which is the total number of duty datys covered by the contract and the

‘numerator of which is the number of those duty days spent in Wiscon-
sin. For players not under contract, the denominator shall include the
total number of duty days and the numerator shall include the number

of those duty days spent in Wisconsin,

{(b) Amounts paid for participation in training or exhibition games
and any per diem payments made in connection therewith are earned at
the location of the participation and are considered separately.

" (4) 'TaxaTioN OF BARNINGS. (a) The fraction' determined in sub. (3)
(a) shall be'applied to the total compensation received within a taxable
year for the regular playing season, as well as to bonuses or other com-
pengation received for that séason without regard to when paid. The
" fraction shall also be applied to'a bonus received for signing a contract.
If bonuses are received prior to or I‘ollowing a year to which the playing
contract pertained, the fraction determined for the year covered by the
- contract will control. ; ; . '

(b} If postseason games are played, the total number of duty days
shall be the denominator and the number of those duty days spent in
Wisconsin shall be the numerator of the fraction, and this fraction shall
be applied to the compensation received within a tazable year for the
postseason games.

History: Cr. Register, December, 1980, No. 300, off. 1-1-81.

DETERMINATION OF INCOME FROM MULTISTATE
: ' OPERATIONS :

Tax 2,39 Apportionment method, (s. 71.07 (2), Stats,) Any person
doing business both in and cutside this state shall report by the statu-

Reglster, July, 1082, No. 319
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tory apportionment method when-the person’s business in this state is
an integral part of a unitary business unless the department, in writing,
allows reporting on a different basis. -

(1) For the reporting of income for the purposes of franchise or in-
come taxation in the calendar year 1978, or corresponding fiscal years,
and for calendar and fiscal years thereafter, the factors used in the ap-
portionment method for all businesses except “financial organizations”
and “public utilities” as defined in s, 71.07 (2) (d), Stats., are the prop-
erty factor, the payroll factor and the sales factor, Property, payroll or
sales related to the production of nonapportionable income under s.
71.07 (1}, Stats., shall not be included in either the numerator or the
denominator of any of the apportionment factors. :

- (1m) Beginning with calendar year 1974, or corresponding fiscal year,
and ‘thereafter, in lieu of the equally weighted 3-factor apportionment
fraction based on property, payroll and sales, there shall be used an ap-
portionment fraction composed of a sales factor representing 50% of the
fraction, a property factor représenting 25% of the fraction and a pay-
roll factor representing 25% of the fraction. If one of these factors is
omitted pursuant to s. 71.07 (3), Stats., the percentages of the fraction
represented by the remaining factors shall be adjusted as follows:

(a) If either the property factbr or payroll factor is omitted, the other
of such factors shall represent 33 1/3% of the fraction and the sales fac-
tor shall represent 66 2/3% of the fraction. .

(b) If the saies factor is omitted, the propeﬂ;y factor and the payroll
factor shall each represent 50% of the fraction,

{2) In order to use the apportionment method the taxpayer must have
income from business activity subject to taxation by this state and at
least one other siate or foreign country. Income from business activity
includes only business (apportionable} income. As used in this rule a
taxpayer is subject to taxation or taxable in a state or foreign country if
the state or foreign country has jurisdiction to impose an income tax ora
franchise tax measured by net income,

(8} (a) Property factor; numerator; deneminator. The numerator of
the property factor shall include the average value of the real and tangi-
bie personal property owned or rented by the taxpayer in this state and
used lgr the taxpayer in the production of business (apportionabie) in-
come during the tax period. The denominator shall incltude the average
value of all of such property located everywhere. Property in transit on
the date or dates for determining the average value shall be considered
to be at the destination for purposes of the property factor. The vaiue of
mobile or movable property such as construction equipment, trucks or
leased electronic equipment which is located within and without this
state during the tax period shall be determined for purposes of the nu-
merator of the factor on the basis of a ratio of time used within the state
to total time used during the tax period. However, an automobile as-
signed to a traveling employe shall be included in the numerator of the
factor if the employe’s compensation is assigned to this state under the
payroll factor.

(b) Property factor; owned property. Property owned by the tax-
payer is valued at its original cost. As a general rule “original cost” is
deemed to be the basis of the property for federal income tax purposes

Registor, July, 1982, No. 318
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{prior to any federal adjustments) at the time of acquisition by the tax-
payer and adjusted by subsequent capital additions or improvements
thereto and partial disposition thereof, by reason of sale, exchange,
abandonment, ete, If original cost of property is-unascertainable, the
property is included in the factor at its fair market value as of the date of
aequisition by the taxpayer. Inventories shall be included in the factor in
accordance with the valuation method used for Wisconsin income. or
franchise tax purposes: Property acquired by gift or inheritance shall be
included .in the factor at its basis for federal income tax purposes.

.. . {¢). Property factor; rented property. Property rented by the tax-
payer is valued at 8 times the net annual rental determined as at arm’s
length. Net annual renial is the annual rental paid by the taxpayer less
any anntal rental received by the taxpayer from sub-rentals. In excep-
tional cases this may resuli in a negative.value or clearly inaccurate valu-
ation, In those instances any other method which will properly reflect
the value may be required by the department or may be requested by the
taxpayer, but 'in no case shall the net annual rental be less than an
amount which bears the same ratio to the total annual rental paid by the
taxpayer as the value of the part of the property used by the taxpayer
bears to the total value of the same rental property. The “annual rental”
is the amount paid as rental for the property for a 12 month period.
Where property is rented for less than a 12 month period, the net rent
paid for the actual period of rental shall constitute the “annual rental”
for the tax period. However, where a taxpayer has rented property for a
term of 12 or more months and the current tax period covers a period of
less than 12 months due, Tor example, to a reorganization or change of
accounting period, the het rent paid for the short tax period-shall be
annualized. If the rental ferm is for less than 12 months, the rent shall he
adjusted accordingly. Anmual rent is the actual sum of money or other

Next page is numbered 29
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“Wisconsin Declaration of Estimated Corporation Franchise or Income
Tax” form or to a copy of the federal extension (Form 7004) and mailing
them to the department of revenue. :

(¢} Additional federal extensions. If an additional extension of time
has been granted by the internal revenue service, a copy of both sides of
the extension (Form 7005}, showing the action and signature of the dis-
triet director, shall be filed with the department within 10 days of the
date the approved form is received by the taxpayer. Timely filing of this
form shall extend the due date of the Wisconsin return for the same
period. A copy of Form 7005 shall also be attached to the Wisconsin
return when filed.

{(d) Federal termination or refusal to grant extension. If the internal
revenue service terminates or refuses to grant an extension, the corre-
sponding Wisconsin franchise or income tax return shall be filed on or
before the date of termination fixed by the internal revenue service.

(3) INTEREST CHARGES AND LATE FILING FExS. {a) Any additional tax
due with the complete return which is not paid by the original due date
is subject to inferest at 9% per year during the extension pericd and
1% % per month from the end of the extension period until the date of
payment,

{b) Any required installments of estimated tax unpaid as of the origi-
nal due date of the return are subject to interest at 1% per month until
paid regardless of any extensions granted for filing the return.

(¢) Corperation returns and inventory reports filed after the exten-
sion period are each subject to a $10 late filing fee.

{4) CONSOLIDATED RETURNS. Because Wisconsin does not permit the
filing of consolidated returns, a copy of the antomatic federal extension
{Form 7004) shall be attached to the Wisconsin franchise or income tax
return of each member of an affiliated group filing a Wisconsin tax re-
turn, A copy of any approved additional federal extension (Form 7005)
shall be submitted for each such corporation within 10 days of its receipt
by the taxpayer and a copy of Form 7005 shall be attached o the Wis-
consin return when it is filed.

(6) DOMESTIC INTERNATIONAL SALES CORPORATIONS, Since a Domestic
International Sales Corporation’s (DISC’s) federal annual information
return (Form 1120 DISC) is not due for federal purposes until the 15th
day of the 9th month following the end of the taxable year and the
DISC’s Wisconsin return {Form 4 or 5} is due on or before the 15th day
of the 3rd month following the end of the taxable year, a federal exten-
sion for a DISC cannot apply to the Wisconsin return, If a ecomplete
Wisconsin refurn cannot be filed by the due date, a tentative return may
be filed by such date or a 30 day extension may be requested under s,
71.10 (5) (a),Stats. A tentative return then shall be filed before the end
of the extension period to avoid the imposition of late filing penalties.

Note: Requests for extensions and related correspondence, documents or remittances shakt

be mailed to the Wisconsin Department of Revenue, P.0). Box 8908, Madison, Wisconsin
53708.

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

Tax 2.97 Sale of constant basis assets acguired prior to hecomlng a Wisconsin resi-
dent, History: Cr. Register, April, 1978, No. 268, ¢ff. 5-1-78; r, Regiater, July, 1982, No. 319,
eff. 8-1-82,
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Tax 2.98 Disaster area losses, (s. 71.02 (2) (b), Stats.) (1) GEN-
ERAL. (a} Hurricanes, fires, storms, floods, and other similar casualties
may cause persons to suffer losses from damage to property used for
personal or business purposes for which insurance coverage is nominal
or nonexistent. Losses sustained from casualties of this kind may be de-
ductible on a federal and a Wisconsin income tax return,
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