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Tax 2.15 Methods of accounting for corporations. (section 71.11
(8), Wis. Stats.) No uniform method of accounting can be prescribed for
all corporations, and the law contemplates that each corporation may
return its income in accordance with the method of accounting regularly
employed in keeping its books. If no method of accounting is regularly
employed or if the method employed does not clearly reflect the income,
the department of revenue may prescribe the method to be used. A
method of accounting will not be regarded as clearly reflecting the in-
come unless all items of gross income and all deductions are treated with
reasonable consistency.

History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am. Reyister, February,
1975, No. 230, eff, 3-1-75.

Tax 2.16 Changes in method of accounting for corporations. (sec-
tion 71.11 (8), Wis. Stats.) No change in the method of accounting used
in reporting income may be made without first obtaining the written
permission of the department of revenue. Applications for such change
must set forth clearly the nature of the business, the method of account-
ing used in keeping the books, and the reasons for changing the method
of reporting. In changing from a cash basis of accounting to an accrual
basis of accounting, income accrued but not yet collected as of the close
of the year of change shall be added to income actually received in cash
during the year, and expenses accrued but not yet paid as of the close of
the year shall be added to expenses actually paid during the year. A
change in the accounting treatment of a material item is considered a
change in accounting method in this paragraph.

History: 1-2-56, am. Register, September, 1964, No. 105, eff. 10-1-64; am. Register,
February, 1975, No. 230, eff. 3-1-75; am. Register, November, 1977, No. 263, eff. 12-1-77.

Tax 2.17 Cash method of accounting for corporations. (section
71.11 (8), Wis. Stats.) The use of the cash method of accounting and
reporting does not properly reflect taxable income in cases where, at the
end of the taxable year, the records reflect accounts receivable, accounts
payable, or inventories.

Tax 2.18 Accrual method of accounting for corporations. (section
71.11 (8), Wis. Stats.) In all cases in which the production, purchase or
sale of merchandise of any kind is an income producing factor, invento-
ries are necessary, and no accounting method in regard to purchases and
sales will correctly reflect the income except the accrual method. Special
methods of accounting employed in special trades or businesses may,
with the written approval of the department of revenue, be used in re-
porting income.

History: 1.2-56, am. Register, September, 1964, No. 105, eff. 10-1-64; am. Register,
February, 1975, No. 230, eff. 3-1-75.

Tax 2.19 Instalment method of accounting for corporations. (sec-
tion 71.11 (8), Wis. Stats.). (1) Subject to the approval of the depart-
ment of revenue, a sale or other disposition by a corporation of real prop-
erty, or a casual sale or other casual disposition of personal property
(other than personal property of a kind which would properly be in-
cluded in the inventory of the taxpayer if on hand at the close of the
income year) for a price exceeding $1000, may be returned on the instal-
ment basis in the case of a sale or other disposition in an income year
beginning on or after January 1, 1967, provided that in the income year
of the sale or other disposition there are no payments or the payments
(exclusive of evidences of indebtedness of the purchaser) do not exceed
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30% of the selling price. On the instalment basis there shall be returned

as income from the instalment sale in any income year that proportion of

the instalment payments actually received in that year which the gross

profit realized or to be realized when payment is completed, bears to the-
total contract price.

(2) Use of the instalment method, in each instance, shall be condi-
tional upon the implied agreement of the corporation to take into in-
come in any year in which it distributes the instalment obligation, the
unreported balance of gain on the instalment sale or exchange.

(3) The instalment method shall not be permitted with respect to any
instalment sale or exchange made subsequent to adoption of a plan of
liquidation to which section 71.337, Wis. Stats., applies.

(4) Corporations regularly engaged in the business of selling personal
property and keeping records on the instalment basis will be required to
report for franchise or income tax purposes on the accrual basis.

(5) The expenses incident to each instalment sale or exchange must
be deferred on the same basis that the profit arising from the sale or
exchange is deferred. :

(6) When property is sold or exchanged on the instalment basis at a
loss, the loss may not be deferred beyond the income year in which the
sale or exchange takes place.

History: 1-2-56; am. (2), Register, March, 1966, No. 123, eff. 4-1-66; r. and recr. Register,
October, 1966, No. 130, effective with respect to income years beginning on and after
January 1, 1967; am. Register, February, 1975, No. 230, eff. 3-1-75.

Tax 2.20 Accounting for acceptance corporations, dealers in
commercial paper, mortgage discount companies and small loan
companies. (section 71.11 (8), Wis. Stats.) (1) Except as otherwise
provided in subsection (3) hereof, acceptance corporations and dealers
in commercial paper must report the discount on the purchase of paper
as income in the year of such purchase.

(2) Where the records of such acceptance corporations and dealers in
commercial paper are kept upon the deferred profit basis, schedules
should be attached to the tax returns clearly setting forth the unrealized
profit accounts and reconciling the income and surplus per books with
the taxable net income.

(3) Acceptance corporations and dealers in commercial paper may
elect to report their taxable income on the deferred profit basis, pro-
vided that their books and records are kept on that basis and provided
further that both the deferment of income, and the expenses incurred in
producing said income is made in accordance with accepted accounting
principles and practice. The election to so report
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