Replaced Register, December, 1985 No. 360

DEPARTMENT OF REVENUE

Chapter Tax 2

Tax 2

INCOME TAXATION, RETURNS, RECORDS AND GROSS
INCOME

Tax 2.01
Tax 2.02
Tax 2.03
Tax 2.04

Tax 2.045

Tax 2.05
Tax 2.06

Tax 2.07
Tax 2.08
Tax 2.081
Tax 2.085
Tax 2.09
Tax 2.10

Tax 2.105

Tax 2.11
Tax 2.12

Tax 2.13
Tax 2.14

Tax 2.15
Tax 2.16

Tax 2.165
Tax 2.17

Tax 2.18
Tax 2.19
Tax 2.20

Tax 2.21
Tax 2.22
Tax 2.24
Tax 2.25

Residence (p. 8)

Reciprocity (p. 8)

Corporation returns (p. 10)
Information returns and wage
statements (p. 11)

Information returns; forms 9c
for employers of nonresident en-
tertainers, entertainment corpo-
rations or athletes (p. 12)
Information returns; forms 8 for
corporations (p.12)

Information returns required of
partnerships and persons other
than corporations (p. 13)
Income tax returns of dissolved
corporations (p. 13)

Returns of persons other than
corporations (p. 14)

Indexed income tax rate sched-
ule (p. 14)

Claim for refund on behalf of a
deceased taxpayer (p. 16)
Reproduction of income tax
forms (p. 16)

Copies of federal returns, state-
ments, schedules, documents,
ete. to be filed with Wisconsin re-
turns (p. 17)

Notice by taxpayer of federal au-
dit adjustments and amended re-
turns (p. 17)

Credit for sales and use tax paid
on fuel and electricity (p. 21)

Amended income and franchise -

tax returns (p. 22)

Moving expenses (p. 23)

Aggregate personal exemptions
23

p-

Methods of accounting for cor-
porations (p. 24)

Change in method of accounting
for corporations (p. 24)
Change in taxable year (p. 25)
Cash method of accounting for
corporations (p. 27)
Accrual method of accountmg
for corporations (p. 27)
Instalment method of account-
ing for corporations (p. 28)
Accounting for acceptance cor-
porations, dealers in commercial
paper, mortgage discount com-
panies and small loan companies
(p. 28)
Accounting for
contractors (p. 29)
‘Accounting for incorporated
dealers in securities (p. 29)
Accounting for incorporated re-
tail merchants (p. 29)
Corporation accounting gener-
ally (p. 29)

incorporated

Tax 2.26
Tax 2.30
Tax 2.31

Tax 2.39
Tax 2.40
Tax 2.41
Tax 2.44
Tax 2.45

Tax 2.46
Tax 2.47
Tax 2.48

Tax 2.49

Tax 2.50

Tax 2.505

Tax 2.51

Tax 2.53
Tax 2.56

Tax 2.57

Tax 2.60
Tax 2.61

Tax 2.63
Tax 2.65
Tax 2.69
Tax 2.70

Tax 2.72

‘‘Last in, first out™ method of in-

ventorying for corporations (p.

29)

Property located -outside Wis-

consm——deprematlon and sale (p.

31)

Taxation of personal service in-

come of nonresident professional

athletes (p. 32)

Apportionment method (p. 33)

Nonapportionable income(p. 39)

Separate accounting method (p.
40

Permission to change basis of al-
location (p. 40)

Apportionment in special cases
(¢ 41) o
Apportionment of business in-
come of interstate air carriers (p.
41)

Apportlonment of net business
income of interstate motor carri-
ers of property (p. 41)
Apportionment of net business
incomes of interstate pipeline
companies (p. 42)
Apportionment of net business

~incomes ‘ of interstate finance

companies (p. 43)
Apportionment of net business
incomes of interstate public util-
ities (p. 43)

Apportionment .of net business
income of interstate professional
sports clubs (p. 44)

Rent received by corporations
from Wisconsin real estate (p.

45)
Stock dividends and stock rights
received by corporations (p. 45)
Insurance proceeds received by
corporations (p. 46)

Annuity payments received by
corporations (p. 46) -
Dividends.on stock sold “short”
by corporations (p. 46)

Building and loan dividends on
instalment -shares received by
corporations (p. 46)

Dividends acerued on stock (p.
46)

Interest received by corpora-
tions (p. 46)

Income from Wisconsin business
(p-47) .

Gain or loss on capital assets of
corporations; basis of determin-
ing (p. 47) -

Exchanges of property by corpo-
rations generally (p. 47)

Register, September, 1983, No. 333



8 WISCONSIN ADMINISTRATIVE CODE
Tax 2 .
Tax 2.721 Exchanges of property held for  Tax 2.88 Interest rates (p. 55)
productive use or investment by ~ Tax 2.89 Penalty for underpayment of es-

corporations (p. 48)

timated tax (p. 56)

Tax 2.78 Involuntary conversion by cor- Tax 2.90 Withholding; wages (p. 56)
porations (p. 49) Tax 2.91 Withholding; fiscal year taxpay-
Tax 2.74 Gain or loss on disposition of ers (p. 58)
property by corporations; ad- Tax 2.92 Withholding tax exemptions (p.
justments to basis (p. 49) ; 58)
Tax 2.75 Recoveries by corporations (p. Tax 2.93 Withholding from wages of 2 de-
51) ceased employe and from death
Tax 2.76 Refunds of taxes to corporations benefit payments (p. 59)
(p. 51) Tax 2.935 Reduction of delinquent interest
Tax 2.80 Improvements on leased real es- rate under s. 71.20 (5) (¢), Stats.
tate, income to corporate lessor (p. 60)
(p. 51) Tax 2.94 Tax sheltered annuities (p. 60)
Tax 2.81 Damages received by corpora- Tax 2.945 Spousal individual retirement
tions (p. 51) ‘ contributions (p. 62)
Tax 2.82 Nexus (p. 51) Tax 2.95 Reporting of installment sales
Tax 2.83 Requirements for written elec- by natural persons and fiduci-
tions as to recognition of gain in aries (p. 63)
certain. corporation liquidations  Tax 2.955 Credit for income taxes paid to
(p- 54) other states (p. 65)
Tax 2.86 Income to corporations from Tax 2.96 Extension of time to file corpora-
cancellation of government con- tion franchise or income tax re-
tracts (p. 54) turns (p. 66)
Tax 2.87 Reduction of delinquent interest ~ Tax 2.98 Disaster area losses (p. 67)

rate under s. 71.13 (1) (b), Stats.
(p- 54)

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 residence of
a minor child, unless emancipated, is that of its father, or of the mother,
if the father is deceased.

(2) Individuals claiming a change of residence (domicile) from Wiscon-
sin to another state shall file a ““declaration of residence’” with the Cen-
tral Audit section of the Department of Revenue by delivery to 4638
University Avenue, Madison, Wisconsin, or. by mailing to P. 0. 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. (3) to be (2) and am., Register, Septem~
ber, 1964, No. 105, eff. 10-1-64. am. Register, February, 1975, No. 230, eff. 3-1-75.

Tax 2.02 Reciprocity. (s. 71.03(2)(c), Stats.) (1)GENERAL. (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 I1linois while dom-
iciled 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 (ii) who is domiciled in this state but
is absent from the state for a temporary or transitory purpose during the
taxable year”. .

(b) Income earned by a nonresident individual for performing personal
services in Wisconsin shall be excluded from Wisconsin gross income 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
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2. A credit against the tax imposed by that state on the personal ser-
vice income equal to the Wisconsin tax on such income.

(¢) 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 ser-
vices includes all salaries, wages, commissions and fees earned by an em-
ploye and all commissions and fees earned by a self-employed person in
the conduct of a profession or vocation. Income from personal services
does not include income derived from activities involving the substantial
use of eapital or labor of others.

(3) CURRENT RECIPROCITY. (a) Wisconsin currently practices some
form of income tax reciprocity with Illinois, Indiana, Kentucky, Mary-
land, Michigan and Minnesota. Formal agreements have been signed
with Illinois, Kentucky, Michigan and Minnesota. Reciprocity with In-
diana and Maryland is based on informal agreements and acquiescence
by both states.

(b) Wisconsin’s formal reciprocity agreements are effective for the fol-
lowing years:

1. Kentucky: for the years beginning on and after January 1, 1961.
2. Illinois: for the years beginning on and after January 1, 1971.

3. Michigan: for income earned after October 1, 1967 and years begin-
ning on or after January 1, 1968.

4. Minnesota: for the years beginning on and after January 1, 1968.

(e) The informal agreements with Indiana and Maryland have been in
effect since prior to 1960.

(4) EFFECT OF RECIPROCITY. (a) Personal service income included
under reciprocity agreements shall be taxed by an employe’s state of resi-
dence rather than by an employe’s state of employment. Wisconsin shall
not tax personal service income earned in Wisconsin by a resident of
states with which Wisconsin has reciprocity and such states shall not tax
personal service income which a Wisconsin resident earns in their states,
except as described in subs. (5) and (6).

(b) An employer need only withhold income tax for the state of resi-
dence of an employe. However, federal law regulates withholding on
wages earned by employes engaged in interstate transportation activi-
ties. (Additional information may be obtained by contacting the Wis-
consin department of revenue, compliance section, P.0. Box 8902,
Madison, Wisconsin 53708.

(5) PROVISIONS OF AGREEMENT WITH ILLINOIS. (a) The reciprocity
agreement with Illinois is limited to “wages, salaries, commissions, and
any other form of remuneration paid to employes for personal services”
(emphasis added). The agreement does not extend to fees of lawyers, ac-
countants and other self-employed persons deriving personal service in-
come.
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(b) The agreement does not apply to compensation paid on or after
January 1, 1974 to any individual who, at the time of payment, is simul-
taneously a resident of Illinois and a domiciliary of Wisconsin. All in-
come of such a person is taxable by Wisconsin. However, a credit may be
claimed for income tax paid to Illinois on personal service income earned
outside Wisconsin.

(c) An individual who is domiciled in Illinois but is not a resident of
Tlinois is subject to the Wisconsin income tax on income earned in Wis-
consin.

(6) PROVISIONS OF AGREEMENT WITH MICHIGAN. The reciprocity
agreement with Michigan is limited to income from “‘personal services,
including salaries, wages or commissions”. The agreement does not in-
clude income which Michigan considers to be “business income”, such as
fees of self-employed persons such as professionals.

(7) PROCEDURE FOR NONRESIDENTS. Nonresident persons employed in
Wisconsin and residing in a state with which Wisconsin has reciprocity
may file Form W-220 (‘“Nonresident Employe’s Withholding Reciproc-
ity Declaration”) with their Wisconsin employers. Upon receipt of this
form, Wisconsin employers shall not withhold Wisconsin income tax
from Wisconsin personal service income of such employes.

(8) PROCEDURE FOR WISCONSIN RESIDENTS. (a) Wisconsin residents
employed in a state with which Wisconsin has reciprocity (as well as
those employed in other states) shall file Form 1-ES (“Wiseonsin Decla-
ration of Estimated Tax’’) with the Wisconsin department of revenue if
their out-of-state employers do not withhold Wisconsin income tax from
their personal service income and if they will have a sufficient Wisconsin
tax liability to be required to file a declaration.

(b) Such Wisconsin residents may have their employers cease with-
holding the other state’s income tax from their personal service income
and may claim a refund from such state if income taxes are withheld from
such income after the effective date of a reciprocity agreement.

(¢) Wisconsin residents earning personal service income in states
where it is taxable by the other state may claim a credit on their Wiscon-
sin tax returns for net income taxes paid to such states.

(9) DELINQUENT TAXES. Reciprocal agreements shall not affect the
withholding of delinquent Wisconsin income taxes, interest, penalties
‘and costs under s. 71.135, Stats.

Note: Forms 1-ES and W-220 and their instructions may be obtained by writing the Wis-
consin Department of Revenue, P.O. Box 8903, Madison, Wisconsin 53708.

Out-of-state employers of Wisconsin residents wishing to withhold Wisconsin income tax
from such employe’s incomes may contact the department’s compliance bureau, P.0O. Box
8902, Madison, Wisconsin 53708.

The term “temporary or transitory” as used in the definition of an Illinois resident set forth
in subsection (1) is not defined in either Illinois law or regulations. Therefore, whether or not
the purpose for which an individual is in, or is absent from, Illinois is temporary or transitory
in character depends upon the facts and circumstances of each particular case.

History: Cr. Register, April, 1978, No. 268, eff. 5-1-78.

Tax 2.03 Corporation returns. (s. 71.10 (1), Stats.) (1) For the purpose
of filing franchise or income tax returns, the secretary of revenue has des-
ignated the following forms for the use of corporations:
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(a) Form 4. Return of income for the calendar or fiscal year.

(b) Form 4A. Balance sheets as of beginning and end of taxable year;
analysis of surplus account; reconciliation of book income with net in-
come reported.

(c)) Form 4B. Apportionment data (when applicable to the corpora-
tion).

(d) Form 4C. Separate accounting data (when applicable to the corpo-
ration). .

(e) Form 4-ES. Declaration of estimated tax by corporations.
(f) Form 41. Return of income for insurance company.

(g) Form 48. Shareholders’ tax-option (subchapter S) corporation
modifications or share of income (loss).

(h) Form 4U. Underpayment of estimated tax by corporations.
(i) Form 4X. Amended corporation franchise or income tax return.

(j) Form 5. Optional return of income for the calendar or fiscal year.
This return is to be used only by corporations whose entire net income is
taxable in Wisconsin or by those reporting on the apportionment
method.

(2) All returns, statements, schedules and information required to be
filed or furnished by corporations shall be mailed to the Wisconsin De-
partment of Revenue, P.0. Box 8908, Madison, Wisconsin 53708 or de-
livered to the department’s Audit Bureau at 4638 University Avenue,
Madison, Wisconsin.

Note: Blank forms may be obtained from the department at 4638 University Avenue,
Madison, or by mail request to P. O. Box 8303, Madison, Wisconsin 53708.

History: 1-2-56; am. Register, September, 1964, No. 105, eff. 10-1-64; am. Register, March,
1966, No. 123, eff. 4-1-66, am. Register, February, 1975, No. 230, eff. 3-1-75; am. Register,
September, 1977, No. 261, eff. 10-1-77; am. Register, September, 1983, No. 333, eff. 10-1-82.

Tax 2.04 Information returns and wage stalements. (ss. 71.04 (1) and
71.10 (1), (8m) and (8n), Stats.) (1) All corporations carrying on activi-
ties within this state, whether taxable or not under ch. 71, Stats., shali
file with the department of revenue, on or before January 31 of each year
on federal form W-2 or Wisconsin form 9b or on other forms approved by
the department, statements of payments made within the preceding cal-
endar year to residents of Wisconsin of salaries, wages, bonuses, commis-
sions, retirement pay, fees or other remuneration for services whether
subject to withholding or not, and to non-residents of all payments for
the performance of personal services in Wisconsin, whether subject to
withholding or not. A copy of federal form 1087 or 1099, as appropriate,
may be filed in lieu of Wisconsin form 9b.

(2) Salaries, wages, bonuses, commissions, retirement pay, fees or
other remuneration for services, and payments for the performance of
personal services in Wisconsin paid by a corporation to an individual in a
calendar year and aggregating less than $500 need not be so reported if
no part thereof was within the definition of wages in s. 71.19 (1), Stats.
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(3) Form WT-7, Employers Annual Reconciliation of Wisconsin In-
coi)ne Tau(zi Withheld from Wages, shall accompany the wage statements
submitted.

(4) Except as provided in sub. (7), statements of payments to residents
of Wisconsin within the preceding calendar year of interest and divi-
dends, including dividends paid in capital stock, and payments of all
rents and royalties on property regardless of location, and payments to
residents and non-residents of Wisconsin of rents and royalties on prop-
erty located in Wisconsin shall be filed on or before March 15 of each year
on forms 9b or other approved forms. The forms must be filed on the date
indicated even if the corporation keeps its records on a fiscal year other
than a calendar year.

(5) Payments of interest, dividends, rents or royalties of less than $100
to any one individual need not be reported.

(6) Items required to be reported on wage statements or forms 9b may
be disallowed as deductions from the corporation’s gross income upon
failure to make proper report thereof.

(7) Corporations which elect to file a combined federal and state infor-
mation return with the internal revenue service reporting items enumer-
ated in sub. (4) will not be required to file a separate information return
with the Wisconsin department of revenue. Under the combined federal
and state reporting system, the internal revenue service will forward this
information to the department of revenue.

History: 1-2-56; am. Register, September, 1964, No. 105, eff. 10-1-64, am. Register, Febru-
ary, 1975, No. 230, eff. 3-1-75; am. Register, September, 1977, No. 261, eff. 10-1-77; am. (1),
(8), (4) and (6), cr. (7), Register, September, 1983, No. 333, eff. 10-1-83.

Tax 2.045 Information returns; form 9¢ for employers of nonresident en-
tertainers, entertainment corporations or athletes. (ss. 71.02 (1) (e) and (2)
(p) and 71.10 (18), Stats.) Every resident person or firm which employs
or engages the services of a nonresident entertainer, a nonresident ath-
lete or group of athletes, or a domestic or foreign entertainment corpora-
tion, for performance within this state for a contract price exceeding
$3,200 or which has receipt, custody or control of the proceeds of an en-
tertainment or sporting event within this state, shall file with the depart-
ment a statement reporting information about the entertainer, athlete or
entertainment corporation within 90 days of the event. The statement
shall be made on form 9¢ even though the employer may file federal form
W-2 or Wisconsin form 9b with the department as required by ss. Tax
2.04 and 2.06. :

Note: Forms may be obtained by mail request to the Wisconsin Department of Revenue.
Requests for forms should be addressed to P.O. Box 8903, Madison, Wisconsin 53708.

History: Cr. Register, February, 1978, No. 266, eff. 3-1-78; am. Register, September, 1983,
No. 333, eff. 10-1-83.

Tax 2.05 Information returns, forms 8 for corporations. (s. 71.10 (1),
Stats.) All corporations doing business within this state, whether subject
to the franchise or income tax or not, are required to file with the depart-
ment of revenue by mailing to the Wisconsin Department of Revenue,
P.0. Box 8908, Madison, Wisconsin 53708 or delivery to the Audit Bu-
reau, 4638 University Avenue, Madison, Wisconsin on or before March
15 of each year on forms 8, or other approved forms, as prescribed by the
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