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1 DEPARTMENT OF REVENUE Tax 10.05

Chapter Tax 10
INHERITANCE TAX

Tax 10.01 Accrualof interest on notes, deposits and securities (s. 72.12, Staffgx 10.1 Federal estate tax deductions for deaths after July 1, 1979 (ss.

Tax 10.05 Taxation of joint tenancy property and establishing contribution for 72.14 (1) (e), (2) and 72.33, Stats.)
deathson or after May 14, 1972 and before July 1, 1976 (s. 72.1Pax 10.15  Federakstate tax deduction for deaths prior to July 1, 1979 (s. 72.14
(6), Stats.) (1) (e) and (2), Stats.)

Tax 10.06  Taxationof joint tenancy property for deaths on or after July 1, 1978ax 10.12  Deductibility of taxes (s. 72.14 (1), Stats.)

(ss.72.01 (12), 72.12 (4) (a) and (6), 72.13 and 72.85 (4), StatsTpx 10.13  Apportionmentof property qualifying for exception (s. 72.14),
Tax 10.10  Taxationof savings, mortgage and credit life insurance. (ss. 72.12 (7), Stats.)

72.13(2) and 72.14 (1) (a), Stats.)

Note: Chapter @x 10 Oil inspectionvas repealed and a new chaptex T0 Inher  tions provided is applied against the value of the property at death

itancetax was created feictive July 1, 1975. (whichinclude unrealized gain on this property). The value of that
. . part of the property attributable to the survivor is not subject to
Tax 10.01 Accrual of interest on notes, deposits and inheritancetax.

securities (s. 72.12, Stats.) (1) For inheritance tapurposes if | ibution i h d
the accrued interest on interest bearing property should be sa%i;(c) equal contribution in money or moneykorth was made
d

rately reported for that period from the date of the last precedi eacf; jOiPt ter}aﬂt, the taxab:)erti;gj isbcom]E)ur:ed_ by dividing
interestpayment to the date of death at the rate payable if hel ltodt_a vahuedo tdeproperty y tmeimber of the joint tenants
maturity. A reduced rate or penalty provided for withdrawal of'¢luding the decedent.

surrenderprior to the maturity date may not be used. (d) Consideration in “money'worth” may include a joint ten

(2) Amounts forfeited by prematusgithdrawal or surrender ant’s continuing contribution of services, industry and skills in a

shall'be considered as expensesadfninistration. The amount 10intly-ownedbusiness operation (such as retail or manufacturing
forfeited may be claimed asdeduction for inheritance tax pur PuSines®r a farming operatiorpward the production of income
posesunder s. 72.14 (1) (c), Stats., only: whichis used to acquire the joint properthe basigor a claim

(a) If the premature withdrawal dife funds is shown to be Rec of consideration irimoney’'s worth” based on the contribution of

or th ment of other allowable deductions of th A ervicesshall be set forth in each estate where less than the full
essaryfor the payme .0 other allowable deductions of the es armarket value ofoint property is included for inheritance tax
unders. 72.14, Stats.; and

. . purposes.The contribution of services must be substantial. In
(b) To the extent not claimed for income tax purposes.  determiningthe value of these services, the following sheil
(3) Theabove procedures apply to transfers by deattedn considered:

afterJuly 1, 1975. 1. The length of time during which services were contributed
History: Cr. RegisterJune, 1975, No. 234,fel-1-75. overthe period of Ownership of the property

Tax 10.05 Taxation of joint tenancy property and 2. The length of the joint tenancy ownership. .
establishing contribution for deaths on or after May 14, 3. The length of the marriage, tiie survivor is a surviving
1972 and before July 1, 1976 (s. 72.12 (6), Stats.) Spouse.

(1) Srarute. The full clear market value of property held by 2 or 4. The nature and frequency of the survis@ervices, indus
morepersons in joint tenancy witiright of survivorship (hereaf try and skills in the business operation.

ter “joint property”), upon the death of one of those persons on or (3) ReALIZED APPRECIATION, PROFITSAND INCOME FROM JOINT
afterMay 14, 1972 anbefore July 1, 1976 is subject to the inheriproperTY. (2) Wsconsin income tax lawontrols the allocation

tancetax regardless of thelationship of the joint tenants to eachhetweenjoint tenants of the realized appreciation, income and
other.The 2 statutory exceptions are the following: profits derived from joint property

~ (a) Property is exempt from taxation if the property ordbie (b) If appreciation is realized on the disposition of joint prop
siderationwith which it was acquired, or any part of eithier erty and the proceeds are reinvested in other joint propaey
shownto have originally belonged to the survivBuch property joint tenants would havequal contribution to the extent of these
or consideration must not have beegeived or acquired by the gainsregardless of proportionate contribution to #oguisition
survivorfrom the decedent for less than adequate and full consil the original joint property
_er_atlonln money or money’worth. Any Ilfetl_me conveyance into (c) If the joint property is investment property (from which
joint tenancy from the decedetotthe surviving tenant regardless,;omeshallor is expected to result from mere ownership rather
of whether itresults in a taxable transfer does not constitute Cofanincome resulting from actual operation of a business upon the
tribution by the survivor in the decedengstate. Any gift tax paid property), then income and profits therefrom shall be sfaiit
on the lifetime conveyance is returned provided in s. 72.87, i cometax purposes. If the income or profits are then applied to
Stats. ) . ) ) paymentof a mortgage on the property or are used to purchase
(b) Property is exempt if it was acquired by the survivor by glgdditionaljoint property then each joint tenant shall have equal
from someone other than the decedent or if it was inherited. contributionfrom the income and profits. If income and profits
(2) JoINT PROPERTYOR CONSIDERATIONIN MONEY ORMONEY'S  from abusiness conducted with joint property cannot be split for
WORTH ORIGINATING WITH THE SURVIVOR. (@) If all of the joint incometax purposes but substantial services generated income
property or the consideratiorused to acquire it originally usedto pay of a mortgage on the joint property or to purchase
belongedto the survivor and if the decedent did not furnish amgdditional joint propertycontribution on the basis of those-ser
partof it, thenno part of the value of the joint property is subjecticescan be established by the other joint tenant.
to the inheritance tax. (4) JOINT PROPERTYOR CONSIDERATIONORIGINATING WITH THE
(b) If only part ofthe joint property or the consideration use@ecepent. If the joint property or the consideration used to
to acquire it originally belonged to the surviytiren the ratio of acquireit, or any part of eitheoriginated withthe decedent with
the contribution provided by each joint tenant to the total contribout adequate consideration being given by the surythen the
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value of the property so originating is subject to the inheritanagvor does not so shqwhe entire value of the joint property shall
tax. be taxed.

(a) If all or part of the joint property or the consideratiged (b) A surviving joint tenant claiming contribution shall
to acquire it was originally a gift frortihe decedent to the surviyor include,with Wisconsin inheritance tax return, afiddvit setting
the value of the gift shall not be regarded as contribution. forth suficient information to show the previous ownership of the

(b) The income, profits and realized appreciation or gain froRfoPerty.the dates of acquisition, the services involved, the type
propertywhich was given by the decedent to the surviwbren Of consideratiorused to acquire it (i.e., cash, joint or individual
appliedto the acquisition of joint propertghallbe regarded as Sa&vingsmortgages onotes), the sources of the consideration and
contributionalthough the valuef the original gift shall not be. the available documentation of the information. The following
Unrealizedappreciation on property given by the decedent to tigPesof information may be included in arfidavit:
survivoris not regarded as contribution by the survivor 1. Whether a down payment was made and, if so, its source.

(c) Stock dividends accruing from property giswnthe dece 2. Whether there are or were mortgages on the property and,
dentto the survivor are not attributable to the suryitlaus difer-  if so, the amourdf unpaid balance and whose funds were used to
ing from cashdividends, and are, therefore, includable in theay off the mortgage.
decedent'sstate. 3. Comparative incomesr services or both of joint tenants

(d) When joint propertyriginated with the decedent, it is nec prior to and duringacquisition, including dates of employment,
essanyto determine whether trsirvivor received from the dece documentationof incomes, when and where these funds were
dentany part of the properiyr consideration used to acquire it fordepositedand withdrawn, and whether any part was retained sepa
lessthan adequate and full consideration in money or meneyately by one joint tenant.
worth. The value of property originating with the decedent may 4. Other sources of funds any joint tenant (e.g., gifts, inheri
beattributed to the survivor if the survivor provided adequate atahces, insurance proceeds and judgments), including dates
full consideration for the property receivedand what was done with these funds (e.g., placed in joint

(e) Propertyacquired by one spouse prior to a marriage arfcount).
transferrednto joint tenancy witlthe other spouse without ade 5. Any separate acquisitions byant tenant, with the dates
guateconsideration is taxable to the extent of that part not attribaff acquisition and source of funds for acquisition.
ableto monetary contribution of the survivdirboth spouses have 6. Whether joint property was purchased with the proceeds
propertyin sole names prior to marriage and transfer some or fm the sale of or from the income derived from other joint prop
of the property into joint tenancy after marriage, the taxable @fty, or whether a mortgage was paid loj income from that or
excludableportions will be determined by contribution of prop otherjoint property If so, income tax returns shall be included
erty made by each to the joint tenancies. showwhether it is investment or business property

(f) Joint tenancy property brought into the state is taxable on 7, Whether the joint property was purchased with funds from
the basis of contribution by the tenants, with the exception of thaint bank accounts and the sources of funds in those accounts.
propertybrought in the state from a community property state. g \whether there were any agreements between the joint ten

(9) In this section: ants which would &éct equity in the property (e.g. partnership

1. Relinquishment of marital rights (doweurtesy ohome  agreemenbr anagreement that one joint tenant pay debts of the
steadrights) or relinquishment of a right of survivorship does netther).
constituteconsideration in money or monsyvorthfor the acqui 9. Whether the joint property was purchased from the sale of
sition of an interest ifjoint property But transfers into joint ten assetgyiven to the survivor by the decedent or whether the joint
ancyas consideration farlinquishment of support or propertyproperty was purchased from the income derived from assets
rightsin a divorce may be regarded as consider givento the survivor by the decedent. In eithase, whether ade

2. Payment of a debt, excluding a debtj@int property of ~quate consideration was given g survivor for these gifts shall
one joint tenant by the other joint tenant is not consideration fég indicated.
acquisitionof an interest in joint property unless there isicieint 10. Improvements on the property and sources of the funds,
evidenceof an agreement that it is to be regarded as consideratioraterials or labor

3. To meet thédurden of proving a surviv contribution to Note: Section 72.12 (6), Stats., relating to the inheritance taxation ofgoiancy
; erty,was enactetly the 1971 legislative session and applies to all deaths which

LY . pro,

a jOInt. bank account, ewdence must show both th.e, Sourceso&ﬁron and after May 14, 1972 and prior to July 1, 1976. Chapter 310, Laws of 1971,

depositsand the nature of withdrawals. When both joint tenanigiich enacted this statute contains the following note after the joint tepandy

(including joint tenancies between spouses) have acquiré' n:“Sub. (6) is patterned after s. 291.01 subdivision 4. (1), Minn. Stats. and I.R.C.

incomeand deposited it in jOirHCCOUﬂtS, the proportion of their;%&t%_tf) tax the transfer of jointly held property in the same manner as the federal

grossincomes shall be accepted as a measure of the contributiQfhdera literal reading of the statuiéproperty is owned in joint tenancy and one

of each to joint accounts, unless adequate proof offaerlift joint tenant dies, the decedent is presumed to inétiedly acquired the full value of
PN : f heasset and the survivor or survivors are presumed to inherit atakaceon the

a.”a”.gemems shown. These criteria a_pply n dEtermlmn_g,'CO roperty’sfull value. A surviving joint tenant will not be subject to the inheritance

tribution to joint property purchased withe funds from a joint tax, howeveron any portion of the property to which the survivor can show bieeor

bankaccount. actuallycontributed.
.. . . In Department of Revenue v. Kersten (1976), 71 Wis. 2d 757, the court held that
4. If joint property is purchased using a mortgaged#@UE  contributionis not limited to money or propertyut includes the “services, industry

tion allowed on the outstanding balance on the date of deathurigskills” of a joint tenant in the operation of a farm enterprise.
computedas follows: History: Cr. RegisterJanuary1977, No. 253, &f2-1-77.
portion of fair market

value included in estate< mortgage on = allowable Tax 10.06 Taxation of joint tenancy property for

- ; deaths on or after July 1, 1976 (ss. 72.01 (12), 72.12 (4)

fair market value date of death deduction () and (6), 72.13 and 72.85 (4), Stats.) Property held by 2

on date of death or more personsvith the right of survivorship (hereafter “joint
5. If the surviving joint tenant expend&dhds for improve property”) shall have the value subject to inheritance tax deter

mentson the joint properfythen these expenditures are considninedas follows:

eredcontributions toward the ]Olnt property by the survivor (1) COMPLETED TRANSEERS. Any joint property requiring the
(5) ProvING cONTRIBUTION. (&) The survivor shall show that signatureof all joint tenants to transfer the entire property which,

he or she contributed to the acquisitiorja@ht property If the sur  to the extent of unequal monetary contribution, was deemgét a
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3 DEPARTMENT OF REVENUE Tax 10.115

atthe time of its acquisition or the creation of the joint tenancy antherthan the decedestestate anghall qualify for the $10,000

any subsequent increments therstmall have its taxable value insurancesxclusion provided in s. 72.12 (7) (b), Stats.

determinedby dividing the joint propertg date of death clear (b |f the payment is made to the financial institution and is

marketvalue, less anjiens against the propertyy the number zdded to the decedemticcount, and if the account waeldin

of joint tenants on the date of death including the decedent. joint tenancytheaccount will then be paid to the surviving joint
(2) INcomPLETETRANSFERS. (a) Thefull date of death clear tenants.The insurance portion of the accouptalifies for the

marketvalue of any joint property requiring the signaturenly  $10,000insurance exclusion.

onejoint tenant to transfer the entire property which, to the extent (¢) |t the account is solely owned and is paid to the personal

of unequal monetary contribution, was not deeoeie a gift at - rgpresentativef the decedert’estate or to the estate itselfe

the time of its acquisition or the creationtbéjoint tenancy and portion of the account representing insurance proceeds shall not

any subsequerincrements thereto shall be subject to |nher|tan<§ﬁ|a|hcy for the $10,000 insurance exclusion.

tax. Any portion contributed in money or mongyvorth bythe (d) If the solely owned accouig paid to a distributee who had

survivor,as described in saX 10.05, may be excluded. ; - !
. ; beendesignated by théecedent prior to death, the insurance pro
(b) Unless there is a clear showitagthe contrarythe alloca ceedsqualify for the $10,000 exclusion.

tion of contribution in money or money'worth shall apply (2) MORTGAGE AND CREDIT INSURANCE. Life insurance pay

g?nuoﬂlr)]/t}g ?gnlwgﬂze%r%gﬁ‘gﬁowsl? by the same joint tenants. Thr%entsmade to a creditor upon death of a debtor shall rethece

deductionotherwise allowable is. 72.14 (1) (a), Stats., as-fol
lows:

(a) If the debt was secured by the detst@olely owned prop

dollar amount of

survivor’s contribution full clear surviigor . : k

to date of death « marketvalue = contribution erty, theinsurance shall reduce the deduction otherwise allowable
full clear of each asset to each asset ins. 72.14 (1) (a), Stats., as a debt of the decedent to the extent of
u . the payment. The payment credited to the debt shall not be taxable
value of all joint unders. 72.12 (7), Stats., unless it exceeds the debt.

property at death . (b) If the debt is secured lpgint tenancy properfghe payment
~ (3) TRANSFERSIN CONTEMPLATIONOFDEATH. Any jointtenan  of insurance in satisfaction of part or all of the debt shall be consid
ciescreated or joint tenants added within 2 yesra decederd’ eredinsurance payable to the surviving joint tenant or tenants in
dateof death are covered by s. 72.12 (4) (a), Stats. the same manner as to a named beneficindshall qualify for
Example: 1) The following example shows how to computetteble and tax  the $10,000 insurance exclusion if death is prior to July 1, 1979.

exemptportions of joint property under sub. (1). Assume that the full clear mar - f P -
valueof a farm owned in joint tenancy by husband, wife and child is $120,000; thR}€r€is no insurance exclusion if death is on or after July 1, 1979.

amortgage of $30,000 exists against the farm and that the husband dies: This paymenthall not reduce the deduction otherwise allowable
unders. 72.14 (1) (a), Stats.
Date of death full clear market value $120,000 History: Cr. RegisterFebruary1978, No. 266, &3-1-78; am. (1) (intro.) and
Subtract mortgage outstanding on date of death -30.000 (2) (b), RegisterJuly, 1982, No. 319, &f8-1-82.
Subtotal $90,000

Divide by number of joint tenants at time of death =3 Tax 10.11 Federal estate tax deductions for deaths
Amount subject to inheritance tax $30,000  on or after July 1, 1979 (ss. 72.14 (1) (e), (2) and 72.33,

Joint tenancy exemption $60,000  Stats.) (1) In computing the taxable estate forsdbnsin inheri

Thefractional share times the number of surviving tenants (2) equals the jeint ttancetax purposes, a deduction shall be allowed for the full federal

ancyexemption for deaths prior to January 1, 1978. On or after January 1, 1978, tl : : [
is nojoint tenancy exemption; the surviverinterests are excluded; and, only thelglé?atetax as flna”y determined and pald.

decedent'snterest is included in the taxable estate ($30,000). (2) Whenevertthe federal estate tax pa|d is fioll and con

2) The following example shows how to compute the suriévoontribution to H ; i
joint property under sub. (2) (bdssume that the surviving joint tenant contri.butedc'us'\/e’a deduction ma.y be Clalr_ned for the amount of tax due as
$20,000to a farm with a $120,000 date of death value and that the survivor aBBOWNoON the return as filed, providing that at least that amount has
acquireda $20,000 joint savings account from decedent: been paid. If the final federal estate tax paid increases or

decreasesthe adjustment in the federal estate tax dedudsion

farm: madewithin 30 days of final determination by submitting the
$20.000 x $120,000 = $17,142.86 adjustmentswith proof to thedepartment of revenue under s.
$140,000 72.33, StatsAny additional tax owing should accompany the

savings account: adjustmentsAny refundwill be certified upon audit and issued.
$20,000 X $20,000 = $2,857.14 To expedite processing, the date the original“Certificate PBeter
$140,000 mining Inheritance &x” (HT-214) was issued should ineluded

While the real estate will be included for inheritance tax at fractional share withdMith the information.
consideringcontribution, it will be necessary to allocate a prorata share of monetaryHistory: Cr. RegisterJuly, 1982, No. 319, &8-1-82.
contributiontoall joint assets unlesscan be clearly traced to a specific asset. In this
example $2,857.14 is available for contribution to the savings account untess it .
be clearly shown otherwise. Tax 10.115 Federal estate tax deduction for deaths

History: Cr. RegisterJanuary1977, No. 253, &f2-1-77. prior to July 1, 1979 (s. 72.14 (1) (e) and (2), Stats.) (1) In
. . . computingthe taxable estate for MEonsin inheritance tax pur

_ Tax10.10 Taxation of savings, mortgage and credit  posesa deduction shall be allowed for the full federal estate tax
life insurance. (ss. 72.12 (7), 72.13 (2) and 72.14 (1) (a),  as finally determined and paid.
Stats.) (1). SAVINGS INSURANCE. If, upon the death'of a depositor (2) To qualify as a Wsconsin inheritancéax deduction, the
in a financial institution, a lifénsurance payment is made base lowing conditions must be met: ’
onthe amount in a savings account of the decedent at the tim &P 9 ) i .
death,such payment is taxable as insurance under s. 72.12 ggga) The federal estate tax must be imposed and paid to the
Stats.If death is on or after July 1, 1979, the full amount igNited States government.
includedas a taxable transféf death is prior to July 1, 1979, the  (b) The Wsconsin deduction cannot exceibé actual federal
following paragraphs identify the extesftthe application of the tax paid.
$10,000insurance exclusion. (c) The value of each separate item of property on which the

(a) If the payment is made tanamed beneficianyt shall be deductionis computed shall not exceed the value used for the W
includable with other insurance proceeds paid to distributee®nsintaxdetermination. Each item shall be considered individu
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ally and a higher value of one itemmay not ofset a lower value 10.11,RegisterJuly 1982, No. 319, &f8-1-82.

onanother item. . _ Tax 10.12 Deductibility of taxes (s. 72.14 (1), Stats.)

(d) In making the deduction computation, no asseélue (1) any Wisconsin or federahcome, withholding, unempley
shallexceed the value of that asset used for federal estgi@iax ment, sales or transfer taxes attributable to a period prior to the
poses.Furthey no adjustmenis permitted for the diérence gecedent'slate of death and due by the decedent and unpaid as of
betweerthe federal gross estate and the gross estate usesior e date of death, together with interest and penalties thereon to
consininheritance tax purposes. the date of death, shall be deductibfem the decederstestate for

(3) Theprocedures to follow in computing the allowable-fedinheritancetax purposes as a debt.
eralestate tax deduction on Schedule L (Form HT-026) are-as fol (2) Any Wisconsin or federal income, withholding, unem
lows: ployment,sales or transfer taxes attributable to a period beginning

(a) Reduce the federal gross estate as finally determined bydher after the date of deattngether with interest and penalties
amountwhich the value of any asset included for federal estate tfereon,or interest and penalties attributable to any taxes in sub.
purposesexceeds the value of the asset fasatnsin inheritance (1) from the date of death until paid, shall not be deductible from
tax purposes. When property is included for federal estate tax pilre decedens estate for inheritance tax purposes. This section
posesbut not for Wsconsininheritance tax purposes, reduce thdoesnot apply to thdederal estate tax deduction under s. 72.14
federalgross estate by the full value of all such propértys (1) (e), Stats.
includesany portion of jointenancy property included for federal History: Cr. RegisterMarch, 1978, No. 267, ##~-1-78; r and recrRegister
estatetax purposes and not fori¥¢onsin inheritance tax pur ub-1982, No. 319, éf8-1-62.
posessuch as the portion of joint tenancy property excluded from Tax 10.13 Apportionment of property qualifying for
inheritancetax as any fractional share of a surviving joint tenangy ception (s. 72.15 (4), Stats.) Each distributee of property

(b) Recompute the federal estate tax. As necgssaeythe qualifying for exception under s. 72.15 (4), Stats., shall report that
actualdebts, burial and administration expenses,rasdmpute portion of the total exception based on the ratio that the value of
the proper maritaldeduction considering the reduced federgropertyqualifying for exception distributable to such distributee
grossestate, the will of the decedent and/or thieddhsinStat  bearsto the total value of the property qualifying for exception
utes. distributableto all distributees.

History: Cr. RegisterFebruary1978, No. 266, & 3-1-78; renum. from ax History: Cr. RegisterJuly, 1982, No. 319, &f8-1-82.

Register Octobey 1995, No. 478


http://docs.legis.wisconsin.gov/document/register/555/b/toc
http://docs.legis.wisconsin.gov/code/admin_code

