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Tax 2.01 Residence. (s 71.01, Stats.) (1) The remdence oE a wrfe is that
of her hushand unless there is affirmative evidence to the contrary or
uniess the husband and wife are permanently geparated. The residence of
a minor child, unless emancipated, is that of its father, or of the mother,
if the father, is deceased

{(2) Indmduals clarmmg a change of resrdenee (domlelle) 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 shali furmsh such other mforma-
tion as the department may require, -

o

Hislor 1- 255 r. (1% renum (2) tobe(l),renum (3) tobe (2) anclarn Reglster, Septem-
ber, lﬁﬁiY No. 105 eff 10 l 64 am. Reg:ster, February, 19’?5 No. 230 off. 317

- Tax 2,02 Recr roci dv (s 71 03(2)(0), Stats ) (I)GENERAL. (a) In th]S
rule, “regidence”. and “resident” are synonymous with “domicile” and
“domiciliary”, respeetweiy, except when . refefring to. the reciprocity
agreement with Illinois, A person may hea resident of Illinois while dom-
iciled in Wisconsin or a person may be domiciled in Iilinois but not be a
resident of Hlinais, The Hlinois. Income Tax Act defines a resident as *
individua! (1) who isin this state for other than a temporary or transrtory
purpose during the taxable year; or (ii) who is domiiciled in this state but
is absent from the state for a temporary or transrtory purpose during the
taxable year”. L

“(b) Income earned bya nonre31dent 1nd1v1dual for performmg 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' AP

1A sumlal 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 mcome equal to the WISCOHSIII tax on such i income, - .

(c) A Wn,consm emp!oyer of ‘a nonresident individual residing in‘a
state with whlch Wisconsin has a reciproeity agreement need not with-
hold Wisconsin income tax from personal service mcome earned m W:s—
consin by such nonresidents,

i) PbRSONAL SERVICE mcoun DEFINED Income from pelsonaI ser-
vices includes all satat ies, wages, cortimissions 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 f! om activities mvolvmg the substantxal
use of capltal orlabor of others : . .. .

(3) CURRENT RECIPROCITY (a) Wlsconsm currently practlces some
form of income tax reciprocity with Illinois, Indiana, Kentucky, Mary-
land; Michigan and Minnesota., Formal agreements have been signed
with IHinois, Kentucky, Michigan and Minnesota. Reciprocity with In-
diana and Maryland is based on: mformal agreements and acqutescence
by both states..- Qo i o P

(b} Wlsconsm ] Eormal lecmruclty agreements are effectxve for the foi-
lowmg years:

1 Kentucky for the years begmnmg on and after January 1 1961
2 Ilhnms for the years hegmnmg on and after January 1, 1971

'8, Michigan: for'i 1nc0me earned after Octobet l 1967 and years begm-
ning on or after January 1 1968

.4. Minnesota: fm the years begmnmg on dnd aftel January I, 1968.

(e) The mformal agreements wnth Indlana and Maryland have been :n
effect since pr 1or to 1980 L e

(4) EFFECT, OF RECIPROCITY. (a) Persona} service income mcluded
under reciprocity agregments 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 inconie ‘sarned in Wisconsin by & resident of
states with which Wisconsin has reciprocity and such states shall not tax
personal service mcome which a. Wlsconsm remdent; earns in thelr states,
except as deseribed 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 \Vlthholdmg on
wages earnied by employes engaged in interstate transporfation activi-
ties. (Additional information may be obtained by contacting the Wis-
consin department of revenue, comphance sectlon, P. 0 Box 8902
Ma,dtson, Wisconsin 53708 o :

(5) PROVISIONS OF AGREEMENT WITH [Lunois, (a) The l‘e(:1pr001ty
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 fo fees of lawyers, ac-
countants and other seI[ employed persons derlvmg personal servrce n-
conie, :

" Register, September, 1983, No, 333
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{(b) The agreement does not apply to compensation patd 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 siich a person is taxable by Wisconsin, However, a credit may be
claimed for income tax paid to Hlinos ¢ on personal service income earned
outside Wisconsin, o ‘ .

(e} An individual who is domiciled in Illmms hut is not a resndent of
Ilhnols is subject to the Wisconsm [ncome tax on mcome earned in Wis-
consin, - . :

6) PRowsmNs OF AGREEMENT WITH MICHIGAN The reciprocity
agreement with Michigan i limited to i 1ncome from “personak 'services,
including salaries, wages or commisstons’, The agreement does not in-
clude income which Michigan considers to be “busmess mcome” sueh as
fees of self—employed perSons such as professnonals SR

(7 ) PROCEDURE FOR NONRESIDENTS, Nonresxdent persons employed iri
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 i meome tax
from Wisconsin peisonal sétvice income of such employes. 't ! .

(8) PROCEDURE FOR WISCONSIN RESIDENTS. (a) Wxsconsm resuients
employed in a state with which “Wisconsin hag reciprocity (as well as
those employed in other states) shall file Form 1-ES (*'Wisconsin Decla-
ration’of Estimateéd 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 sufﬁment Wlsconsm
tax liability to be required to file a declaration,” "

(b) Such Wisconsin res1dents 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 taxesare wnthheld from
such income after the effective date of a reciprocity agreeiment. '

(c) Wlsconsm re51dents eammg personal serwce mcome in states
where it is taxable by the other stateé may claim a credit on their Wlscon-
sin tax retums for net i mcome taxes pald to such states e

*(9) DELINQUENT TAXES. Reclprocal agreements shall not aﬁect the
withholding of délinquent Wlsconsm income taxes, mterest penaitles
and costs under s. 71.135, Stats.’

-Nete: Forms 1-ES and W-220 and their instructions may.be obtained by writing the Wis-
consin Department of Revenue, P. 0 Box 8908, Madlson, ‘Vlsconsm 53708

Out-of-state employers of Wisconsin residents wishing to wlthhold Wisconsin income tax
from such employes incomes may contact the department’s compliance bureau, P.O. Box
8502, Madison, Wisconsin 53708, .

The term “temporary or transitory” as used in the deﬁnition of an I]]inois'resldent set forth
in subsection (1) is not defined in either 1llinois law or regulations, Therefore, whether or not
the purpose for which an individual is in, or is absent from, IHinois is temporary or tran31tory
in character depends upon the. facts and cireumstances of each partlcular ease.

Hlslon Cr, Reglster, April, 19’]8 No 268, eE 5-1-78

Tax 2,03 Corporahon relurns (s 71 10 (1), Stats ) (1) I‘or 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-
ion .

(d) I;‘orm 4C. Separate accounting data (when applicable to the eorpo-
ration).

(e) Form 4-E8, Declaration of estimated tax by corporations.
(f) Form 41. Return of income for insurance company.

(g) Form 48, Shareholders’ tax-option (subchapter 8) 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,

(i) Form 5. Optwnal return of income for the calendar or ﬁsca] year.
This return is to be used only hy cor poratmns whose entire net income is
taxa}i)ie 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 Wiseonsin De-
partment of Revenue, P.O. Box 8908, Madison, Wisconsin 53708 or de-
livered to the department’s Audlt Bureau at 4638 Unwermty Avenue,
Madison, Wlsconsm

Note; Blank forms may be obtained from the department at 4638 Umver:.ity Awvenie,
Madison, or by mail request to P'. 0. Box 8903, Madison, Wisconsin 53708.

History: 1-2-56; am. Register, September, 1964, Na. 105, off. 10-1-64; am. Register, March,
1966, Na. 123, eff. 4-1-66, am, Rei;:ster, Febmary, 1975, No. 230, eff. 3-1-75; am, Reg!ster.
September, 1977 No. 261 eff. 10-1-77; am. Register, Séptember, 1983 No. 333 eff, 10-1-82,

Tax 2.04 Informaiion returns and wage stalcments (ss. 7104 (13 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., shall
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 te
withholding or not. A copy of federal form 1987 or 1099, as approprlate,
may be filed in lieu of Wiseonsin form 9h.

(2) Salaries, wages, bonuses, commlssmns. retirement pay, fees or
other remuneration for services, and payments for the performance of
personal services in Wisconsin paid by a corporation to an individualina
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) IF'orm WT-7, Employers Annual Reconciliation of Wisconsin In-
cogne 'III;‘ta!c{i 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 shali 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 ealendar year.

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

(6) Ttems 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, Pebru-
ary, 1975, No, 230, eff. 3-1-75; am, Register, September, 1977, No, 261, eff, 10-1-77; am. (1),
(3), (4) and (8), er. {7), Register, September, 1983, No. 333, eff. 10-1-83.

Tax 2.045 Information returns; form 9c for employers of nonresident en-
teriainers, 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 nonrestdent 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 entértainer, 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 orc??‘zéisucgnsin form 9b with the department as required by ss. Tax
2.04 and 2.06. .

Note: Forms may be obiained by mail reguest to the Wiseonsin Department of Revenue.
Requests for forms should be addressed to P.O. Box 8963, Madison, Wisconsin 53708,

Mistory: 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,
.0, Box 8908, Madison, Wisconsin 53708 or delivery Lo the Audit Bu-
reaty, 4638 University Avenue, Madison, Wisconsin on or hefore March
15 of each year on forms §, or other approved forms, as prescribed by the
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secretary of revenue, statements of transfers of capital stock made by
residents of Wisconsin during the preceding calendar year.

Note: Blank forms may be obtained by mail request addressed to Wiseonsin Department of
Revenue, P. O. Box 8903, Madison, Wisconsin, 53708,

History: [-2-56; am, Régisler, September, [964, No. 106, eff, 10-1-64; am. Reglister, March,
1966, No, 123, elf, 4-1-66, am. Register, February, 1975, No. 230, eff. 3-1-75; am. Register,
September, 1983, No. 333, eff, 10-1-83,

Tax 2.06 Information returns required of par{nerships and persons other
than corporations. (ss, 71.10 (8m), (8n) and (15) ang T1.11 (25), Stats.)
(1) COMPENSATION FOR SERVICES, Information returns reporting remu-
neration paid for services, whether or not within the definition of
“wages" in s, 71.19 (1), Stats., shall be filed on or before January 31 of
each year on federal form W-2 or Wisconsin form 9b or on such other
form as may be approved by the department. Form WT-7, “Employer’s
Annual Reconciliation of Wisconsin Income Tax Withheld from
Wages”, shall accompany wage statements submitted. These forms shall
he mailed to the Wisconsin Department of Revenue, P.Q. Box 34,
Madison, Wisconsin 53786 or delivered to the department at 4638 Uni-
versity Avenue, Madison,

(2) OTHER INCOME. Informational returns reporting other items, in-
cluding interest paid or rent paid, shall be filed on or before April 15 of
each year on Wisconsin forms 9b or on other forms approved by the de-
partment. Items required to be reported on informational returns shall
be disallowed as deductions from gross income if not properly reported.
These returns shall be mailed to the Wisconsin Department of Revenue,
P.O. Box 59, Madison, Wisconsin 53785 or delivered to the department
at 4638 University Avenue, Madison.

{3) ExceEpTION. Payors who elect to file a combined federal and state
information return with the internal revenue service reporting items enu-
merated in sub. (2} are not required to file a separate Wisconsin form 9b
with the department, as desertbed in s. Tax 2.04 (7).

l{islori': 1-2-56; am. Register, February, 1958, No. 26, ¢ff. 3-1-58; r. and recr. Register, Sep-
tember, 1964, No, 105, 10-1-64; am, Register, March, 1966, No. 123, eff. 4-1-66; am, Register,
February, 1975, No, 230, eff. 3-1-76; am, Register, September, 1977, No. 264, eff, 10-1-77: am.
Register, September, 1983, No. 333, eff. 10-1-83.

Tax 2.07 Income tax reiurns of liguidaied or dissolved corporations. (s.
71.10 (1), Stats.) The officers of a corperation which has been liquidated
or dissolved during the income year shall file a corporate franchise or
income tax return for such year and for any year thereafter in which
there is corporate income, The franchise tax applies only to those corpo-
rations that are actually doing business in Wisconsin after the close of
the period covered by the franchise tax return. Corporations which cease
to do business in the income year covered by the return must file an in-
come tax return to account for their final operation. A corporation which
has liquidated or dissolved during the income year shall include the fol-
lowing information in its final return:

(1) A copy of its plan of liquidation or reorganization.
'(2) The section of ch. 71, Stats., under which it liquidated or reorga-

nized.
Register, September, 1983, No. 333
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(3) The disposition of the assets, If the assets were sold, indicate the
selling price, adjusted cost basis at the time of sale, gain or loss realized
on the sale and the date of the sale.

(4) A list of the shareholders, their addresses and the amount received
by each shareholder from the distribution or distributions. {The list
should be submitted in addition to the required Forms 9b).

(5} The date of the final distribution.

Note: The information specified in this rule is necessary for the audit of the final return of a
corporation, ' :

Hislorj': 1-2-56; am. Register, March, 1966, No. 123, eff, 4-1-66; r. and recr. Register, Sep-
tember, 1977, No. 261, off. 10-1-77.

Tax 2.08 Returns of persons other than corporations. (1) For the purpose
of filing income tax returns, the secretaty of revenue has designated the
following forms for the use of persons other than corporations:

(a) Form 1, For all individuals, whether married or single, and for hus-
bands and wives electing to file a combined return.

(b) Form 1A. (Short form},

“{¢) Form 2. For trustees, personal representatives, and others acting in
a fidueiary capacity, but excluding guardians. (Guardians should report
on Form 1). .

(d) Form.3. For partnerships and joint ventures.

~(2) Information returns required of persons other than corporations
are specified in s. Tax 2.06, See also Tax 3.07. '

(3) Returns required to be filed by persons other than corporations
shall be filed by mailing them to P.O., Box 268, Madison, Wisconsin
53790 if a tax is due. If a refund is payable or if no amount is due, the
return shall be filed by mailing it to P.0. Box 59, Madison, Wisconsin
53785. Returns required to be filed by fiduciaries shall be filed by mailing
them to P.O. Box 8904, Madison, Wisconsin 53708.

Note: Blank forms may be obtained by mail request to Wisconsin Department of Revenue,
.P. 0. Box 8903, Madison, Wisconsin 53708,

History: 1-2-56; am. Register, Februargé 1958, No. 26, eff, 3-1-58; am. Register, February,

1960, No. 50, eff, 3-1-60; am. Register, September, 1964, No, 105, eff. 10-1-64; 1. and recr.,

Register, March, 1966, No, 123, eff. 4-1-66; am. Register, February, 1975, No. 230, eff. 3-1-75;

xi\qm. é };};'Rﬁgig*f’r;?°"°mbe” 1977, No. 263, eff. 12-1-77; am, {3), Register, February, 1978,
0. 266, eff. 3-1-18.

Tax 2,081 Indexed income tax rate schedule. (s. 71.09 (1b) and (2),
Stats.) (1) THE LAW. (a) Section 71.09 (1b), Stats,, prescribes the tax
rates to be applied to taxable income in determining the tax to be as-
sessed, levied and collected upon the taxable incomes of all persons other
than corporations for the taxable year 1979.

{b} Section 71.09 {2), Stats,, provides that “Commencing with calen-
dar year 1980 and corresponding fiscal years and thereaiter, the dollar
amounts in sub. (1h) shall be changed to reflect the percentage change
between the U.8. consumer price index for all urban consumers, U.8. eity
average, for the month of June of the current year and the U.S. consumer
price index for all urban consumers, U.S, city average, for the month of
June of the previous year, as determined by the U.S, department of la-
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bor, but in no case shall the amounts be increased by more than 10%.

The revised amounts shali be rounded to the nearest whole number divis-

ible by 100, and in no case shail be reduced below the amount appearing

in sub. (lb) on February 28, 1979, The department of revenue shall an-

mially adopt by rale any changes in dollar amounts required under this

iubseetion, and incorporate them in the income tax forms and instruec-
ions

(2} INDEXED INCOME TAX RATE SCHEDULE FOR THE 1980 TAXABLE
YEAR. {(a) The consumer price index, all urban consumers, U.8. city aver-
age increased from 216.6 for June 1979 to 247.6 for June 1980, a 14.3%
inerease Théréfore, the dollar amounts set forth ins. 71.09 (lb), Stats.,
shall be increased by 10%, the maximum increase allowable under s.
71.09 (2), Stats for the 1980 taxable year.

(b) The tax to be assessed, levied and collected upon taxable incomes
of all persons other than corporations for the 1980 taxable year shall be
computed at the following rates:

WISC()NSIN NET TAXABLE INCOME

Exceeding N ot Dxceedmg Tax Rate
3 0 o 8 8,300 : 8.4%
1 $.8,300 - $6,600 0 0 B.2%
" $ 6,600 © 4 §°9,900 S 7.0%
- $ 9,900 - $13,200 e B2%
$13,200 $16,500 st 8%
... 8le00. . . C 822000 .. . 91% ..
522,000 . e 440000 7 9.5% -
‘Over $44,000 ©10.0%

(3) INDEXED INCOME TAX RATE SCHEDULE FOR THE 1981 TA‘(ABLE
YEAR: (2) The consumer price index, all urban consumers, U.S. city aver-
age increased from 247.6 for June 1980 to 271.3 Eor June 1981, a 9.6%
increase. Therefore, the dollar amounts set:forth in sub. (2), shall be in-
'creased by 9 6% as reqmred by s '71 09 (2), Stats fm the 1981 taxab]e
. year, "7

(b) The tax to be assessed levxed and collected upon taxable incomes
of all persons other than corporations for the 1981 taxable year shall be
computted at the followmg rates:

WISCONSIN NET TAXABLE INCOME

Exceeding - ~ Not Exceedmg Tax Rate
$ 0 $ 3,600 - 34%
3 3,600 ) “$ 7,200 : " 5.2%
$ 7,200 $10,90{) 7.0%

' $10,900 R . $141509 ot . 8'2%
$14,500 $18,100 8.7%
$18,100 $24,100 9,1%
$24,100 C 848,200 o 0 9.86%
Over $48,200 - - : 0 100%

(4) INDEXED INCOME TAX RATE SCHEDULE FOR THE 1982 TAXABLE
"YEAR. (a) The consumer price index, all urban consumers, U.S. city aver-
age increased from 271.8 for June 1981 to 290.6 for June 1982, a 7.1%
increase, Therefore; the dollar amounts set forth in sub, (8), shall be in-
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creased by 7.1% as required by s. 71.09 (2), Stats., for the 1982 taxable
year. TR ‘ =

(b} The tax to be assessed, levied and collected‘ uﬁon taxable incomés
of all persons other than corporations for the 1982 taxable year shall be
computed at the following rates: . coeL b B

WISCONSIN NET TAXABLE INCOME

Exceeding © " Not Exceeding Tax Rate
C% 0. 0§ 3,900 S 84%

$ 3,900 - g $ 7,700 L 52%

$ 7,900 0 $11,700 SO R0%

$11,760 . $15,500 . . 82% .

$15,600 $19,400 - 8.7%

$19,400 . - . $25,800 ‘ . 91%.

$25,800 .o $51,600 . . . 9.5%

Over $51,600 . ... - 10.0%

Mistory: Emerg, cr. eff, 10-16-80; er, Register, April, 1981, No. 304, eff, 5-1-81; er. (3), Regis-
ggr. December, 1981, No. 312, off, 1-1-82; cr. (4), Register, December, 1982, No. 324, off, 1-1-

Tax 2.085 Claim for refund on hehalf of a deceased taxpayer. (s. 71.10
(10), Stats.) (1) If a refund of Wisconsin income taxes is due a deceased
taxpayer and if the refund exceeds $100, the claimant shall flle, with the
tncome tax return, a completed form I-804, entitled “Claim for Dece-
dent’s Wisconsin Income Tax Refund’’, : :

(2) Forms required to be filed :'un‘dérl‘ sub, (1) shall be mailed to the
ggi?sconsin Department of Revenue, P.0O. Box 59, Madison, Wisconsin
35,  ia

History: Cr, Reglster, October, 1976, No. 250, eff, 11-1-76; am, (1), Register, November,
1978, _Nm 275, eff. 12-1-78; am. (2), Register, September, 1983,_'1_\10. 338, eff, 10-1-83.::

Tax 2.09 Reproduction of income tax forms: (s, 71.10 (1) (intro.), (2) (b)
and (3} (a), Stats.) Subject to-this rule, the official Wisconsin income tax
return forms may be reproduced and the reproductions may be filed with
the department in lieu of the corresponding official forms. The depart-
ment may reject any form which is in whole or in part illegible.:

(1Y The reproductions must be made by photo-offset, i)';hoto-engréving
or by some similar photographic process, They may be reproduced on
one side or both sides of the paper. RPN T :

{2) The reproduetions must be on paper of substantially the same
weight and texture, and of quality at least as good as that used in the
official forms. Forms printed on colored paper may be reproduced on
white paper. - . ) L

{3) In the reproduction of tax forms, black ink may be substituted for
colored ink. o e

{4) The size of the reproductions, hoth as to dimensions of the paper
:fmd image reproduced thereon, must be the same as that of the official
orm.

(5) Except for returns executed by fiduciaries as provided in (§) below,
all signatures required on returns which are filed with the department
must be original, aflixed subsequent to the reproduction process.

Register, September, 1983, No. 333



DEPARTMENT OF REVENUE - 17
AX 2

(6) A fiduciary or the fiductary’s agent may use a facsimile signature in
filing a tax return on form 2, subject to the following conditions:

(a) Each group of returns forw warded to the depar tment shallbe accom-
panied by a letter signed by the person authorized fo sign such returns
declal ing, under. penahtles of perjury, that the Tacsimile szgnature ap-
pearing on the returns is the signature adopted by the person to sign the
retutns filed and that such sighature was affixed to the returns by the
person or at the person’s direction, The letter shall also list each retrn
by name and 1dent1fymg number

(b) A mgned copy of the Iettel must ber etained by the person ﬁlmg the
returns and must be available for.inspection by the department

- (e) Where the returns are reproduced by photocopying or similar re-
productive methods, the facsimile signature must be affixed subsequent
to the leproductron process.

History: 12-56 arm. Reglster, February, 1958, No 26 eff. 3-1-58; am. Rebglster, February,
1960, No. 59, eff. 3 1-60; am. (2), Register, March, 1966 Nao. 123, off, 4-1-66; am (5) and cr,
{6), Register, August, 1974 No. 224, eff, 9-1-74; am. {mtro IR (2), (6) {intro. } and {a}, Regis-
gerlNoxember, 1977, No. 263 off, 12 1-77; an, {3), Reglster, September, 1983 No. 333, eff.

Tax 2,10 Copies of federal returns, sialemcnls, schcdule%, documents,
elc. te be filed with Wisconsin returns, (s. 71.10 (6}, Stats.) It is deemed
necessary for the administration of the tax imposed by ch, 71, Stats.,
that at the time of filing Wisconsin income tax returns for the taxable
year 1965 and for taxable years ther eafter by’ partnerslups and persohs
other than corporations, a complete copy of the federal income tax return
for the same taxable year {including all schedules, statemerits, docu-
ments and computations) should be included and filed with the Wiscon-
sin return. Accordingly, such complete copies of federal income tax re-
turns are directed to be so filed:-except copies of the short form federal
Eetul Ii 6‘:112)110311 at the time of adoptxon of thls lu!e Is desrgnated as federal

orm

HISIOF) chlster, December 1965 No 120 eff. 11-66

" 'Fax 2.105 Notice hy Iaxpaycr ‘of fcdcral audii ad]uq!menls and amcnded
returns. (s, 7110 (10) (bn) and 71.15°(21) (bm) and (g) and (21m),
Stats.) (1) DEFRNITION, In this rule; “taxpayel includes mdlvtduals. es-
iates, trusts and corporations, .

T (2) STATUTES. (a) Section 71,11 (Zlm), Stats (effectlve May5 1976},
provides that a taxpayer shall in certain mstances as described in sub. (8)
report to the department changes made to'a tax retirn by the internal
revenue service or file with the department amended Wisconsin returns
reporting any. information eontained in amended returns ﬁled with the
internal Tevenue service or with another state.

{b) Section’ 71 11 (21) (g)2, Stats., (effective May 5, 1976) prov1des
that regardiess of any other limitations in ch. 71, Stats., the department
may xssue an assessment or refund if it gives notlce the1 eof to the tax-
payer “within 90 days of the date on which the department receives a
report from the taxpayer under sub. (2Im) or within such other period
specified in a written agreement entered.into prior to the expiration of
such 90 days by the taxpayer and the department. If the taxpayer does
not report to the department as required under sub, {21m), the depart-
ment may make an assessment against the taxpayer after discovery by
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the depertment of the requirement of such r'eports within 10 years after
the date on which the tax return is filed. This 10-year time llmltation
shall not apply to assessments made under par. (¢).”

(3) ’PAXPAYER REQUIRED TO REPORT. (2) Federal adjustments. If a tax-
payer’s federal tax return is adjusted by the internal revenue service ina
way which affects the amount of Wisconsin income or franchise tax pay-
" able, the taxpayer shall report such adjustments to the department
within 90 days after they become final,

1. Finality of federal adjustments, For the purpose of determmlng
when federal adjustments to taxable income reported become final, the
following shall be deemed a finai deterniination:

a. Payment of any addmonal tax, not the subject of any other ﬁnal
determination deseribed in b; ¢, d or e of this subdivision.

b. An agreement entered into with the internal revenue service waiv-
ing restrictions on the assessment and collection of a deficiency and ac-
cepting an overassessment (ordinarily federal Form 870 or 870-A1), both
entitled “Waiver of Restrictions on Assessment and Collection of Defi-
ciency in Tax and Acceptance of Over assessment’ , is used for this pur-
pose). ) . .

c. Explratmn of the 90- day time permd (150 day perlod in the caseof a
notice addressed to a person outside the United States) within whicha
petition for redetermination may be filed with the United States tax
court with respect to a statutory notice of deficiency issued by the inter-
nal revenue servme, ifa petltlon is not ﬁIed w1th that court wnthm such
time, | .

d. A closmg agreement entered mto w1th the mternal revenue serv1ce
jundel sectlon 7121 of the 1nternal revenue code

e A declsmn by the Umted States tax court or a ]udgment decree or
other order by a court of competent jurisdiction (e.g., a United States
district court, court of appeals, court of claims or the United States
supreme ceurt) which has become final, or the date the court approves a
voluntary agreement stipulating disposition of the case, See the note fol-
lowing this rule for the time when such actions ordinarily become final.

2. Information to report to department, A copy of the final federal au-
dit report issued by the internal revenue service shall be submitted to the
department together with any other documents or schedules necessary to
:inform th% department of the adjustments to taxable income as finally

etermine o

3. Agreement with adjustments, A taxpayer shall be deemed to con-
cede the accuracy of the federal adjustments for Wisconsin income or
franchise tax purposes unless a statement is included with the report to
the department stating why the taxpayer believes that the admstments
are incorrect,

{(b) Amended returns, If taxpayer files an amended federal tax return

- and the changes therein affeet the amount of Wisconsin income reporta-
ble or Wisconsin franchise or income tax payable, an amended Wisconsin
return reflecting the same changes shall be filed with the department. A
taxpayer filing an amended return with another state shall file an
amended Wisconsin return if a eredif has been allowed against Wisconsin

Register, September, 1983, No. 333



DEPARTMENT OF REVENUE Tox 2 19
ax

taxes for taxes paid to that state and if the changes affect the amount of
Wisconsin income reportable or Wiscornsin franchise or ineome tax pay-
able. The amended Wisconsin return shall be filed within 90 days after
tlgg datf Ehe amended return is filed with the mtemal revenue service or
other state . )

(¢) Where and how to submit report or amended refurn, A taxpayer s re-
port of federal adjustments or amended Wisconsin return shall be sub-
mitted to the department by mailing it to the Wisconsin Department of
Revenue, Audit Bureau, P.0. Box 8308, Madison, Wisconsin 53708, The
report of federal adjustments or amended Wisconsin return shall be
clearly identified and it shall not be made a part of or attached to any
other Wlsconsm tax return, ,

{4} TAXPAYER’S FAILURE TO REPORT OR FILE AMENDED WISCONSIN RE-
TURN, (a) If a taxpayer fails to report federal adjustments or. the filing of
an amended other state orfederal return within the required 90-day pe-
ried, the department may assess additional Wisconsin income or
franchise tax relating to such adjustments or amended return within 10
years after the date the original Wisconsin return for the year was filed.
(A return filed before the last date prescribed by law, commonly Aprit 15
for an individual reportmg on a calendar yéar basis, is LOﬂSldEI‘ed as ﬁled
on such last day. Section 71.11 (21) (h), Stats.)

(b)) Bzample. Assumé that an individual taxpayer filed a 1974 Wiscon-
sin income tax return hy April 15, 1975; that adjustments were made by
the internal revenue service to the mdmdual’s 1974 federal income tax
return; that the adjustments became final on July 1, 1976; and that'the
taxpayer either fall‘ed to notify the department of such adjustments or
notified the department more than 90 days after they became final. The
department of revenue may issue an assessment for such adjustments
any {ime on or before April 15, 1985 (1. e, w1thm 10 yeals of the due date
of the 1974 Wrsconsm return)

(B) ASSESSMENTS AND REFUNDS BY DEPARTMENT If a taxpayer reports
federal adjustments or files an' amended Wisconsin return with the de-
partment within 90 days after an amended return is filed with the inter-
nal revenue service or another state, the department may make an as-
sessmeut or 1efund relatmg to such report or amended return as follows:

(a) Assessmenls. An assessment may be made w1th1n 4 years from the
date the original Wisconsin income or franchise tax return was filed, (s.
71.11 (21) (bm), Stats.) However, if the taxpayer reported less than 75%
of the correct income and the additional tax for such year exceeds $100,
an assessment may be made within 6 years after the refurn was ﬁ!ed.-(s.
71.11 (21) (21, Stats.) .

(b} Refunds. A vefund may be made if claims are filed within 4 years of
the date the original Wisconsin income or franchise tax return was filed.
(s 71 16 ¢10) {bn), Stats )

(c) Exceptions. 1. An assessment may be made Iater than the 4 and 6
year periods mentioned in par. (a) if notice of the assessment is given to
the taxpayer within 90 days of the date the department receives a timely
report from the taxpayer of federal adjustments or an amended Wiscon-
sin return. However, such an assessment made after the expiration of the
4 and 6 year per iods may only relate to those federal adjustments or the
changes on the amended Wisconsin retuin.
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2, If a taxpayer reports federal adjustments {o the department or files
with the department an amended Wisconsin return after the expiration
of the 4-year period for filing claims for refund as described in par. (b), a
refund may still be made if notice of the refund is given to the taxpayer
within 90 days of the date the department received a timely report of the
federal adjustment or an amended Wisconsin return from the taxpayer,

3. The 90-day pel iod for the department’s giving notice of an assess-
ment or issuing a refund may be extended if a written agreement is en-
tered into by the department and the taxpayer prior to the expiration of
such 90 days.

(d) Ezamples. 1. Assume that federal adjustments were made to an
individoual’s 1971 federal income tax return; that the adjustments be-
came final on June 1, 1976; and that on August 15, 1976 (within 90 days
after such adjustments became final) the department received the tax-
payer’s report of the adjustments, Although the 4-year period provided
by s..71.11 (21) {bm), Stats., for making adjustments to.the 1971 Wis-
consin return expired on Aprli 15, 1976, the department had until No-
vember 13, 1976 to give notice of an assessment to the taxpayer ( Novem-
ber 13 was 90 days after the date the department received a report of the
adjustments),

2. Assume that a taxpayer filed an amended 19756 New York return on
June 1, 1976; and that an amended Wisconsin return, reflecting the
changes on the amended New York refurn, was filed with the department
on July 1, 1976. Under the 4-year assessment period in s. 71.11 (21) (bm),
Stats., the department has 4 years from April 15, 1976 (due date of 1975
retum) in which to notify the taxpayer of any assessment re!atmg to the
changes on the amended New York return. .

(6 ) PRIOR FIELD AUDIT BY DEPARTMENT. If federal ad]ustments or
changes on an amended return filed with the internal revenue service or
another state pertain to a year which has been previously field audited by
the department and such field audit has been finalized, an assessment or
refund nevertheless may be made. However, such an assessment or re-
fund may only relate to those federal adjustinents or the changes on such
amended return. Notice of the assessment or refund must be given to the
taxpayer within 90 days of the date the department received the report
of federal adjustment or an amended Wlsconsm retum from the tax—
payer.-

Note: Decisions of the United S!ates tax court and other courts ordinarily become final as
[ollows:

1. If no appeal is made of a United States tax court decision, it becomes final upon expira-
tion of a period of 90 days after the decision is entered, Decisions in unappealable smalk cases
involving deficiencles of 51,500 or less heard by the United States tax court under section 7463
of the internal revenue code become final 90 days after they are entered. :

2, Appealed decisions of the United States tax court become final as set forth in section 7481
of the internal revenue code, .

3. A decision of a United States district court normally becomes final if not appealed to the
United States court of appeals within 60 days of the judgment, decree or order.

4, A decision of the United States court of claims or the United States court of appeals nor-
mally becomes final unless an appeal or a petition for certiorari is filed swith the United Stafes
supreme court within 40 days of the judgment or decree.
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5.. A decision of the United States supreme court is normally final upon the expiration of a
period of 25 days from the date such decision is rendered, if a motion for reconsideration or
rehearing is not filed within such time.

History: Cr, Register, January, 1979, No, 277, eff. 2-1-79.

Tax 2,11 Credit for sales and use iax paid on fuel and clectricity. {(ss.
71.04 (3) and 71.043, Stats.) (1) DEFNITIONS. In this rule:

(a) ““Sales and use tax under ch. 77 paid by the corporation” has the
meaning specified in s. 71.043 (4} {a), Stats. .

{(b) “Manufacturing’” has the meaning designated in s. 77.51(27),
Stats., by virtue of s, 71.043 (4) (b), Stats,

{c) Fuel and electricity “consumed in manufacturing’” means only fuel
and electricity used to operate machines and equipment used direetly in
the step-by-step manufacturing process. Fuel and electricity are not
“consumed in manufacturing” if they are used in providing plant heat-
ing, cooling, air conditioning, communications, lighting, safety and fire
prevention, research and product development, receiving, storage, sales,
distribution, warehousing, shipping, advertising and administrative de-
partment activities. If separate gas or electric meters are not used to ac-
curately measure the fuel and electricity consumed in manufacturing in
Wisconsin, a reasonable alloeation is necessary, = .

(2) CREDIT ALLOWABLE, Section 71,043 (2), Stats., provides that “The
tax imposed upon or measured by corporation net income of the taxable
year 1973 and subsequent taxable years pursuant to s, 71.01 (1) or {(2),
Stats., may bereduced by an amount equal to the sales and use tax under
ch. 77, Stats., paid by the corporation in such taxable year on fuel and
electricity consumed in manufacturing tangible personal property in this
state, . . ."” o . : RS

(3) CARRY FORWARD OF UNUSED CREDIT. {(a) If & corporation is entitled
to a sales and use tax credit for 1973 and subsequent tax years under s,
71.043 (2), Stats., such credit, to the extent not offset by the tax liability
of the same year, may be offset against the tax liability of the subsequent
vear and each succeeding year up to a total of 5 years-or when the credit
has been completely offset, whichever occurs first.

" (b) The sales tax credit computed for 1973 and subsequent tax years
shall first be offset against the income or franchise tax liability computed
for the tax year before an unused eredit from a prior year may be applied.

(4} SALES AND USE TAXES NOT DEDUCTIRLE, Under s. 71.04 (3), Stats.,
sales and use taxes paid during the taxable year 1980 and thereafter are
not deductible from gross income if the taxes may be used as provided in
5. 71.043 (2) and (8) to reduce a corporation’s income or franchise tax,

Note: An example of the computation and application of the credit follows:
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Compulation of Income or Franchise Tax Payable After Sales Tax Credi(
19380 1981

a. Income (franchise) tax payable before sales tax

credit : $ 1,000.00 $16,000.00
b. Sales tax credit of current year available

(schedule below) 5 3,846.15 $ 3,846.15
¢, Current year’s credit allowable - | $-1,000.00 - 5 3,846.15
d. Carry forward of unused 1980 credit $(2,846.15) % 2,846,165
e. Total credit allowable in 1981 (¢ + d) $ 6,692,30
zr eidr;fome (franchise) tax payable after sales tax s 0. | : S 3,307.70

Compulalion of Sales Tax Credit Available
' : o Annual Total

;11980 & 1981
Cost of fuel and electricity directly consumed in manufacturing . . . P
in Wisconsin (including tax) _ ] T 5100,000.06 0
Sales tax credit available in 1980 & 1981: S e m ‘
5$100,000 + 104 = $96,163.85 x 4% = Coo §_3,846.16 (1)

(1) An altefnative method of computation, which produces the same result, is to divide
Slﬂﬂ,ﬂﬂﬂby26.‘ : : R L P O N

History: Cr. Register, February, 1978, No, 266, eff. 3-1-78; am. (2) (a) r. (1) (d), (2) (b) and
{3} (a), renum, (8} (b) and (c) to be (3) (a) and (b), or, (4}, Register, September; 1983, No.

333, eff, 10-1-83.

Tax 2,12 Amended income and franchise tax returns. (1) GENERAL, (a)
The department shall accept aménded returni to correct Wisconsin in-
come tax returns previously filed. Amended Wisconsin returns also shall
be filed with the department if either amended federal returns are filed
and the changes therein affect the amount of Wisconsin income reporta-
ble or Wisconsin franchise or income tax payable, or amended returns are
filed with another state and a eredit has been allowed against Wisconsin
taxes for taxes paid to the state and the changes affect the amount of
income reportable or Wisconsin franchise or income tax payable. The
amended Wisconsin returns shall be filed within 90 days after the date
the amended federal returns or amended returns of other states are filed
with those agencies.

Note: Refer to's. Tax 2.105 for additional information,

{b) Because an amended return is not the original return, it shall not
begin or extend the statute of limitation periods for the assessment of
additional tax or the claim of a refund. S .

(e} If an amended return shows a refund, it shall be filed within 4 years
of the due date of the original return. However, a claim for a refund of the
tax assessed by an office audit shall be filed within 2 years of the date
assessed if no petition for redetermination was filed and if the year is tiot
closed by field audit.

. t(2) FoRrMS. (a) The following forms may be used for filing an amended
return: . .

1. Form 1X for individuals,

2. Form 4X for corporations.
Register, September, 1983, No. 333
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(b) If forms other than those specified in par, {3} are.used to amend a
tax return, such forms shall be clea; ly marked : across the top of the ﬁrst
page, “AMENDED RE’I‘URN " v

Wote: The depariment accepts amehded Indivldual incorhe tax, col-porate inéome tax, and
franchise tax returns to allow’ taxpayers to cotréct overstatements or understatements of net
' mcome and computations of tax contained on their ongmai return, | .

“‘Foris 1X and 4‘{ are strmiar in format and use to Forms 1040X and Il20X the amended
‘1.8, individual and corporate réturns, A!thoush the usé of these 2 state forms is not manda-
-tory, the department prefers that they be used. They are destgned to siinplify the filing and
expedite the processing of the mformatlon Cuples may be obtalned from any Wlsconsm de-
partment of revenue offce. : Oy

History: Cr. Register, August 1976, No, 248, eff. 9 l~7b, am, (l} (a) Reglster September,
1983, No. 333; eff, 10-1-83. L

Liie B tbepite

“Tax 2,13 Mmmg expenses (s 71.05 (1) (a)? aiid’ (b)4 Stats J 1) GEN-
‘ERAL. Cértain moving expenses qualify for & deductlon in arrlvmg at fed-
eral adjusted gross income, When'a person moves ‘thto Wisconsin, such
expehses are allowed as.a deduction in computmg Wisconsm adjusted
gross income, The deductibility of moving expenses ihcuired in mobing
from Wisconsin was changed for 1975 ; andg subsequent;taxable years by
the enactmentof s, 71.05 (1) (a)’? Stats., which prov:des foran aqd mod-
,lﬁCatlon for "Movlng expenSes incurled o iImm thls stgte -

" {2) TREATMENT OF MOVING EXPENSES INCURRED TN MOVING FROM WIS~
CONSIN. Moving expenses may be deducted ‘in arriving at federal ‘ad-
Justed gross income for federal income. tax purposes, Under s, 71,05 (1)
)7, Stats,, i determining’ Wlsconsm adjusted’ gross income an add
‘modification shall be made for “movihg expenses incurred to move frm’l‘l
this state”. This add modification applies when the taxpayer Becomnies
domiciled.in another state, i.e.,, becomes a nonresident for Wisconsin tax
purposes, either’ on the day he or she. ‘moves to the otber state of prior to
the move,, However the add niodifical ion is not reqmred ;E the taxpaye
retains his ér her Wisconsin domicile after moving to another state and
contmues to be subject to Wlsconsm s taxmg jurisdiction. i

Notc Thefoi!uwmg examplei]]ufqtrates tHe add mod;ﬁcahon for movih dkp
payer Igovmg from Wtsconsm ew YOrk whén the taxpayer 8 Wiseonsin domicile’is not
detained:iv ol ey . T iy -

i: “Wisconsin Grods Icome
New York Gross- Income ! i
Moving Expenses to New York

. Federal Adjusted:Gross Income:r: : +

. i*Add Medification for Moving Expenses to N 54 Yor

" Subtract Modifieation: New York Gross income

I“;g Wlsconsm Ad;usteq Gross Income o

*The 54,000 of mioVving'expénses te Néw York it dntéred a2 an add médification on the Wls-
consm meome tax return, Form 1.

I: Hmur). Cr Reglster, Fcbrua gs 19’18 o,
teémber, 1983, No. 333, eff

Tax 2,14 Aggre%ate personal cxempﬂons. The ag egate personal ex-
emptlons allowable undér s, 71.09 (Gp) (a) and (b), Stats,, when each files
‘a return,, may hc dn{1ded between husband aild wxfe accordmg to thelr
choice, ' "

" History: 1-2-56; am. Reglste&Febmary, 1958, Nu, 26, off 1 -8-1-58; am; Register, February,

1960 No. 60, eff: 3-1-60; r. and recr., Register, September, 1964, No. 105, eff. 10-1-84; am,
Reg:ster March 1966, No. 123, eff, PR 66; am. Register, November, 1977, No. 263, eff. 12-1-
7.
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Tax 2.15 Methods of accounlmg for ¢orporations, (s. 71.11 (8), Stats.)
No uniform method of accounting can be prescribed for all corporations,
and the law contemplates that each corporation may return itsi income in
accordance with the method of accounting regularly employed in keep-
ing its books, If no method of accounting is regularly employed or if the
method employed does not elearly reflect the income, the department of
revenue may prescribe the method {o be used. A method of accounting
will not be regarded as clear]y reflecting the income unless all items of
gross income and all deducttons are treated with reasonable conslstency

Hiswr) 1-2-58; am. Register, Aarch, 1966, No. 123 eff, 4-1-66; am. Register, February,

!975 No 230, off, 3- 1-76. 5

Tax 2,16 Change in mcthod of accounung for corporations, (s. 7 1 11 (8)
(b), Stats.) {1) GENERAL, (a) A change in the method of accounting by
corporations shall be made under s, 71.11 (8) (b), Stats., which reads as
follows: “In. computmg a corporation’s taxable income for any taxable
year, commencing after December 31, 1953, if such computation is under
a method of accounting different from the method under which the tax-
payer's taxablé ihcome for the preceding taxable year was comiputed,
then there shall be taken into account those adjustments which are de-
termined to be’ necessary solely by reason of the change in order to pre-
vent amounts from being duplicated or ofnitted, except there shall not be
taken .into account.any. adzustment in respect of any taxable year to
which- thlS sectwn does not apply.” : P . .

(b) A change in a corporation ] method of accountmg may 1nvolve an
overall change of the entlre accountmg system orif may mvolve only a
single item, © o ‘ :

“{e) No change in the method of accountmg used ih reportmg income
may ‘be made without first obtainiing the written permission of the de-
partment Appllcatlons for such’ change shall be made m the manner de-
scribed in sub (5) . . _

{d) In changmg [rom a cash basis of, accountmg to an accrual basls 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 acerued but not yet paid as of the close of the year
shall be added to expenses actually paid durmg the year..

(2) CHANGE IN METHOD OF ACCOUNTING FOR SINGLE ITEMS, An change
in the accountmg treatment of a single item, if “material”; is'deemed a
change in the method of accountmg under s, 71.11 (8) (b), Stats, If an
item is “material’’ for federal income tax purposes, it generally will be
“material’’ for Wisconsin franchise/income tax purposes,

{3) 1953 ACCOUNT BALANCES. (a) Ta:cpayer-mmated ch(mge On a tax-
payer-initiated change, the net 1958 account balances shall not be al-
towed as an offset in the year of change.

------

) (b) Department—zmlea!ed chcmfe 1.0na department 1mtlated change,
the net 1953 balances shall be allowed as an offset in the year of change in
accordance with the internal revenue code and federal regulations. .

- 2. Net 1953 aceount balances shall be computed by the taxpayer and
adequately supported by its accounting records in or der for them to be
allowed as offsets in the'year of change, '

Register, Seplemh_er. 1983, No. 333
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.3, No offset is available for taxpayers incorporated after December 31,
1953 or in connection with changes involving LIFQ inventories,

{¢) Paragraphs (a) and (bJ shall apply to all tax years open to assess-
ment or-refund, L

(4) TRANSI'I‘IONAL ADJUSTMENTS, The entire lmpaet of a change in
method of accounting shall be reflected in net income of the year of
change for Wisconsin franchise/income tax purposes, thereby resulting in
a doubling up of income and/or deductions in that year, (Thls represents

- a significant difference from the federal treatment which, in general, per-
mits a 10-year amortization of the net tranmtmnal adgustment at the
beginning of the year of change.) ... . .. .

(5) APPLICATION FOR CHANGE IN METHOD OF ACCOUNTING: (a) Apphca—
tions to use the LIFQ inventory method and subsequent changes in in-
ventory accounting method shall be filed with the deparfment pursuant
to rule Tax 2.26, All other. apphcatmns shalI contam the {oIlowmg. .

1 Nature of the taxpayel 8 busmess, b
2. The method of accounting used in keepmg 1ts hooks,
3. The reason(s) for requesting the change; -

4. A legible copy of federal Formn 3115; “Application for :Change in
Accounting Method’’;

5. Legible copies of all subsequent correspondence w1th the mtemal
revenue service pertaining to such application; Ce

6. A statement, and whenever possible a schedule, which clearly indi-
cate the manner in which it proposes to affect the change t'or Wlsconsm
franchise/mcome tax purposes, o ;

A copy of the entry, its date and, explanatlon, made on the books to
accomplish the ¢change. {When 1o, book entry is made, the reason for 1ts
absence shai] be stated ), and

8. Any other per tment 1nEormat10n

(b) 1. Applications shall be filed before the end of the taxable yeai for
which the change is to be-effective. Such applications'shall be in letter
form with supporting schedules and data and mailed to; Wisconsin De-
partment of Revenue, P.O, Box 8906, Madison, Wisconsin 53708,

2, The department has no form comparable to federal Form 3115,

Note: See Ladish Co. v. Dept. of Reverive (1975), 69 Wis. 2d-723, concernlng a change in
method of accounting for a single item.

Rules Tax 2.25, "Corporatwn accountmg generally” and 2.26, * ‘Last in, first out’ method
of inventorymg for corporations’ descnbe dep'\rlment mterpretatlons w:th respect to meth-
ods or accountmg for inventories,

" Mistory: 1-2-56, am. Register, September, 1964, No, 105, eff. 10- 1:64; am. . Register, Febru-

ary, 197% No. 230, eff. 3-1-76; am. Register, November, 1977, No. 263 eff. 12-1-77; r. and

lé€3€3r I&egmte]:ég\iay. 1978, No, 269 eEf 6-1-‘78 am, (l) (al}, Reg:ster September. 1983 No.
eff. 10 -1

Tax 2. 165 Change ‘in taxahlc year. (ss ’?1 02 (1) (d) and {2) (k), and
71.10 (8m) and (16), Stats:). ( 1) DernrrioNs. In this rule:- ;

(a) “Calendar year’ 'means a 12 month perlod ending on December 31,
Register, September, 1983, No. 333
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(h) “TFiscal year" means a 12 month perlod endmg on the last’ day 0[
any month other than Decembel 31, -

() “Taxable year’ or “indome year means a calendal year, ‘a fiscal
year or a short period of less than 12 months resulting from a change in
reporting from a calendar to a fiscal, a fiscal to a calendar, or a fiscal to a
dlﬁ?ﬁnt fiscal year, and is the perlod for. whlch the taxable mcome 1s re-
porte oy s e : .

(2) CORPORAT[ONS {ay Geneml A riew corpolat:on may e!ect the tax-
able vear on which it will rep ort, A taxable year ‘must erid on the last day
of a month and, if accountmg records are kept on a 52-53 week pericd,
the taxable year shall be considered to end on the last'day of the month
closest to the end of the 52-53 week period..

(b) Change in tazable year A corporatlon ‘may not change 1ts taxab!e
year without first obtammg apptoval from the department, The request
to change shall be riiade in writing to the Wisconsin: Department of Rev-
enue, P.O. Box 8906, Madison, Wlsconsm 63708 prmr to the elose of the
proposed new taxable year The request shali contam the fo]lowmg mfor-
mation: s i RIS T o ‘ ;

RTITNE
I S F

1. Name and address of-corporatlon.;;' B 3 SETENT VO
=+ 2. Taxable year presently used; v ! . fop o 5
3. Pl oposed taxable year.

i Foern g R s [P
i LT R T L TR BT sl t

"4, Bitective date of change. ., T

. .B Reason for requestlng the change

e Computaiwn of tdx. The i ificome for the short {axable year shall be
computed on an annual basis and the tax for the short taxable year shall
‘be a fractional portion of the tax ecomputed on such annual income, Asan
example, in changing from a calendar year to a fiscal year ending Septem-
ber 30, with net income for the 9 month period of $18,000; the tax on the
income of the short taxable year may be computed as fo]lows

1 Multlply short perlod income by 12 $18 000 X 12 = $216 OG{)

2 D1v1de by number of months in the shm t permd to obtam annual-
xzed income. $216,000, - 9= $24, 000 : e y

3, Compute the tax on the annuahzed mcome TaX on $24 000 equals
31,676 (1977 rates), A :

4.1Prorate this tax to obtain the tax for the short per:od $1, 676 x 912
= $1,257

(8) .PERSONS OTHER THAN CORPORATIONS (a) General. A person other
than a corporation isrequired to adopt the same taxable vear for Wiscon-
sin as for federal income tax purposes. The taxable year ls estabhshed
with the filing of the first-income tax return, . o .

(b) Clumge in tazable- year, For federal purposes, approval is 1equested
by filing federal Form 1128 on or before the 15th day of the second calen-
‘dar month following the close of the short taxable year for which the
return is required. The change is effected for Wisconsin purposes by at-
taching a eopy of Form 1128 and the federal apploval to the Wlsconsm

"Register, September, 1983 No 333
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tax return for the short taxable year, which return is due on or before the
15th day of the 4th month after the end of the short taxable year.

{e) Computation of taxz. The Wisconsin taxable income for the short
taxable year shall be computed on an annual basis, For natural persons,
the tax computed on the annualized income, reduced by the amount for
personal exemptions, is multiplied by the number of months in the short
taxable year and divided by 12. As an example, in changing from a calen-
dar year to a fiscal year ending June 30, with Wisconsin taxable income
for the 6 months of $14,000, and clalmmg 4 exemptions as of June 30, the
tax on the income of the short taxable year may be computed as follows

. 1. Multipty short period income by 12, $14,000 x 12 = $168,000

2. Divide by number of months in the short pertod to obtain annual-
ized income. $168 000 - 6 = 328,000 :

3. Compute the tax on the annualized i income. Tax on $28, ODl} equals
$2,577 (1977 tax rates).

4. Subtract personal exemptions. $2,577 - $80 = $2,497 -

$15241;1 orate this tax to obtain tax for the short period. $2,497 x 6/12 =
50.

For estates and trusts, the computatlon is the same except that step 4
(“Subtract personal exemptions™) is omitted; in the example, the tax
equals $1,288.50 ($2,5677 x 6/12) L .

{4) PARTNERSHIFS. (a) General, A partnership is required to adopt the
same taxable year for Wisconsin as for federal income tax purposes. If
federal approval of the faxable year adopted for the first return is re-
quired, a copy of federal Form 1128 and approval shall be attached to the
first Wisconsin return filed.

(h) .Ckange n !a:cable %{ear. If federal approval is required for a change
in taxable year, a copy of the federal Form 1128 and the federal approval
s}l;?ll be attached to the Wisconsin partnersh:p return for the short tax-
able year,

(¢) Computatwn of income. Partnership income for the short taxable
year shall be determined under the interna! revenue code as defined
under s, 71.02 (2) (b), Stats.

History: Cr. Register, February, 1979, No. 278, eff. 3—1-79.

Tax 2.17 Cash methed of accounting for corporations. (s. 71.11 (8],
Stats,) The use of the cash method of accounting and reporting does not
properly reflect faxable income in cases where, at the end of the taxahle
&aqr, the records reflect accounts receivable, accounts payable, or inven-

ries.

Tax 2.18 Accrual method of accounting for corporations, (s. 71.11 (8),
Stats.) In all cases in whieh the production, purchase or sale of merchan-
dise of any kind is an income producing factor, inventories are necessar%r
and no accounting method in regard to purchases and sales will correctly
reftect the income except the accrual method. Special methods of ac-
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counting emplnyed in special trades or busmesses may, with the wntten
approval-of the department of revenue, be used in reporting income,

History: 1-2-56, am. Reglster, September, 1954 No, 185, eff, 10-1-64; am Register, Febru-
ary, 1976, No. 230, of. 3-1-75.

" Tax 2,19 Instalmenl metiwd of accounl;ug for corporﬂtmns (S. '71 11 (8),
Stats.). (1) Subject to the’ approval of the department of revenue, a sale
or other disposition by a carporation of real property, or a casual sale i or
other casual disposition of personal property, other than personal prop-
erty of a kind which would properly be included in the inventory of the
taxpayer if on hand af the ¢lose of the income year, for a price exceeding
$1000, may be reported on the.instalment, 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 dlspomtmn
there are no payments or the payments, exclusive of evidences of indebt-
edness of the purchaser, do not exceed 30% of the selling price, On the
instalment basis there shall be reported as income {rom the instalment
sale in any income year that proportion of the instalment payments ac-
tually received in that year which the gross profit realized or to be real-
ized when payment is completed, bears to the total contract price.

(2) Use of the instalment method, in each instance, shall be condltsonal
upon the implied agreement of the corporation to take into income in any
year in which it distributes the instalment obligation, the unrepm ted
balance of gain on the instalment sale or exchange, .

{8) The instalment method shall not be permitted with respect to any
instalment sale or exchange made subsequent to adoption of a pian of
hquldatlon to which s, 71,337, 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 acer ual basis.

(5) The expenses incident {o each mstalment sale or exchange must be
deferred on the same basis that the proﬁt amsmg from the sale or ex-
change is deferred

(6) When proper ty is sold or exchanged on the msta]ment basrs at a
loss, the loss may not be deferred beyond the income year in whlch the
sale or exchange takes place. :

H|slor} 1 -2-56; am, (2), Register, March 19686, Nu 123, eff. 4- 1 66; r. and recr, Register,
Ociober, 1966, No 130, efective w1threspect to income yearsbegmmngonand after January

, 1967; am. Register, February. 1975, No, 280, eff, 3-1-75; am, \1), Regrster, September
1983 Na. 333, eff. 10-1-83,

Tax 2.20 Aecounting for acceplance corporalions, dealers in commercial
paper, morigage. discount companics and smalt loan companies. (s. 71.11
(8), Stats.} (1) Iixcept as otherwise provided in subsection (3) hereof,
accepiance corporations-and dealers.in commereial paper must report
the discount on the purchase of paper as income in the vear of such
pmchase.

(2) Where the records of such acceptance cor, pOl atrons 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 hooks with
the taxable net income.
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(3) Acceptance corporations and dealers in commercial paper may
elect to report their taxable income on the deferred profit basis, provided
that their books and records are kept on that basis and provided further
that both the deferment of income, and the expenses incurred in produe-
ing sald incoime is made in accordance with accepted accounting princi-
ples and practice, The election to so report must be made before the close
of the year for which the return is made, and after having made such
election the deferred profit basis of reporting must be adhered to in all
subseqguent periods.

Tax 2.21 Accounting for incorporated contractors, (s. 71,11 (8), Stats.)
(1) The general rules for reporting income on the aceruval basis apply to
incorporated contractors except that, in the case of contracts upon which
work is performed in 2 or more consecutive income years, the percentage
of completion basis may be used provided such basis elearly refiects the
income taxable under ch. 71, Stats. '

(a) Under this method of acecounting at the close of the taxable year, a
portion of the total contract price is treated as sales for the current pe-
riod, such portion being based upon the percentage of completion, as de-
termined by an engineer’s or an architect’s estimate or such other records
as will most clearly reflect the income realized to date. By this method
the difference between the sales thus determined and the total cost appli-
cable to the sales is treated as taxable income.

(2) The profit on jobs taken on a cost plus basis and uncompleted at
the close of a taxable year should be computed in accordance with the
terms of the contract and reported at that time, and cannot be deferred
unti the year in which the contract is completed.

(8) The income derived from construction contracts performed in Wis-
consin is taxable,

Histery: 1-2-56; am. (1), Register, March, 1966, No. 123, eff, 4-1-66; am, Register, Febhru-
ary, 1975, No. 230, eff, 3-1-76.

Tax 2.22 Accouniing for incorporated dealers in securities. (s, 71.11 (8),
Stats.) The income of dealers in seeurities ean be properly reflected for
income tax purposes only by use of the acerual method of aceounting, As
securities constitute the stock in trade, the inventeries thereof must be
taken consistently on a uniform basis eonforming to that used in the
trade or business.

Tax 2.24 Accounting for incorporated retail merchants. (s. 71.11 (8),
Stats,) The “retail method” of treating inventories properly reflects the
taxable income and will be acceptable when it is consistently foliowed
and adequate records are kept. The difference between the inventory
taken on the old basis and the inventory taken on the basis of the *‘retail
method™ will constitute taxable income or deductible expense for the
year in which the change is made. Retail merchants should report all
other items of income and expense upon the ordinary accruai method.

Tax 2,25 Corporation accouniing generally. (ss, 71.11 (8) and 71.11 (9),
Stats.} (1) In a business requiring the use of inventories, the income
therefrom generally can be properly reflected by use of the acerual
method of aceounting, and inventories taken in accordance with the best
aceounting practice in the trade or business and used by the taxpayer to
show his financial position can be accepted.
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{a) Except as other methods of inventorying are recognized in these
rules, the 2 most commonly used bases in valuing inventories are 1. cost
and 2, cost or market, whichever is lower.

_.{b) Whether the cost or the lower of cost or market basis of valuing
inventories is used, the basis adopted must be applied with reasonable
consisteney to the entire inventory, and no change from one basis to the
o;her will be permitted without written permission from the department
of revenue,

(2) Inventories and inventory records must be preserved as a part of
the accounting records of the taxpayer and available for examination
and verification. ‘

History: 1-2-56; am, (1} (B), Register, September, 1964, No. 105, eff. 10-1-6G4; am, Register,
February, 1975, No, 230, eff. 3-1-75.

Tax 2.26 “Last in, first ont” method of invemorying for corporations. (s.
71.11 (9), Stats.) Any corporation permitted or required to take invento-
ries pursuant to the provisions of s. 71.11 (9), Stats., may elect with re-
spect to those goods speeified in its application and properly subject to
inventory fo compute its inventory in accordance with the method pro-
;r}ildid by section 472 of the United Statesinternal revenue code, provided

ats . . )

(1) The first inventory which may be computed on said basis is the
closing inventory for the taxable year 1940. :

(2) The same basis of inventorying is used in reporting income for tax-
ation to the United States internal revenue service, and that the invento-
ries used in reporting income to the United States internal revenue ser-
vice and to the Wisconsin department of revenue agree both as to
computation and amounts except as provided in sub. (7).

{3) BExcept as herein otherwise provided, the change to and the use of
such method of inventorying shall be subject to and conditioned upon all
of the regulations promuigated with respect thereto by the United States
internal revenue service.

(4) An application to use such method must be fled with the Wiscon-
sin department of revenue in substantially the same form as required by
the internal revenue service, and the same shall be filed with the return
for the taxable year in which the change is to be made effective, The
opening inventory for the period in which the election to ehange is exer-
cised shall be taken on the basis previously accepted and approved,

(5} There shall be applicable for Wisconsin franchige or income tax
purposes, in addition to those regulations of the United States internal
revenue service made generally applicable by sub. (3), that regulation,
authorized by section 1321 of the internal revenue code, concerning in-
voluntary liguidation and replacement of inventories, except, however,
that income adjustments for the difference between the replacement cost
and the original inventory cost of the base stock inventory liguidated
shall be made to the net income of the year in which the replacement is
made instead of {o the net income for the year of liquidation.

- {6) Except as provided in sub. (7), any corporation which has been
computing its inventory for Wisconsin franchise er income tax purposes
in accordance with section 472 of the United States internal revenue code
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and which has been authorized or directed by the United States internal
revenue service to change its method of inventory valuation for federal
income tax purposes shall also change its method of inventory valuation
for Wisconsin franchise or income tax purposes. To correlate its Wiscon-
sin basis with the federal ba31s. the opening inventory for the income
year in which the change is made shall be reported on the basis previ-
ously accepted and approved whereas the closing inventory shall be on
the new method of valuation, No adjustment is to be made to the closing
inventory of the preceding taxable year. Notice of the change in method
shall be filed with the return on which it is effective and shall be sup-
ported by a copy of the authorization or order to change inventory
method for federal income tax purposes.

(7) Any corporation which has been authorized or directed by the
United States internal revenue service to treat the cutting of timber asa
sale or exchange of timber for purposes of computing its federal income
tax liability and has included in its inventory for federal income tax pur-
poses, the excess of the fair market value of the timber over the adjusted
basis thereof, may exclude from its inventory, for Wisconsin franchise or
income tax purposes, the excess of the fair market value of the timber
over the adjusted basis thereof, or may, with the consent of the Wiscon-
sm department of revenue, mclude the excessin its inventory for Wiscon-
sin franchise or income tax purposes subjeet to the conditions the depart—
ment may prescribe.

History: 1-2-56; am {2} and (6), and or. (7}, Register, March, 1960, No. 51, eff. 4~I 60; amn.
intro. par., {(6) and (7), Register, March, 1966, No. 123, eff, 4- i- 66; am, Reglster, February,
ég’?ﬁ No. 230 eff. 3-1-15; am. (5}, (G)and 7, Reglster, September, 1583, No, 333, eff, 10-1-

Tax 2.30 Property located ouiside Wiseonsin—depreciaiion and sale, (s
71.07 (1), Stats.) (1) DerviTIONS. In this rule, “‘internal revenue 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 ¢ ‘in-
ternal revenue code’ means the federal internal revenue code in effect on
December 31, 1975,

(2} GENERAL. (a) Prior to tax year 1975, income or loss derived from
real property or tangible personal property followed the situs of the
property from which derived.

(b) In 1975, s, 71.07 (1), Stats., was amended, effective with the 1975
tax year, to read in part;

“All income or loss of resident individuals and resident estates and
trusts shall follow the residence of the individual, estate or trust. Income
or loss of nonresident individuals and nonre51dent estates and trusts from
business, not requiring apportionment under sub. (2), (8) or (§), shall
follow the situs of the business from which derived. Inecome or loss of
nonresident individuals and nonresident estates and trusts derived from
rentals and royalties from real estate or tangible personal 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 prop-
erty from which derived,”

(3) TREATMENT IN 1975 AND SUBSEQUENT YEARS FOR RESIDENT INDI-
VIDUALS, ESTATES AND TRUSTS. For tax year 1975 and thereafter, income
or loss from property and business located outside Wisconsin, received
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by resident individuals, estates and trusts, is taxable, The basis for de-
preciation and for determining gain or loss on dispostion of property for
such taxpayers is the same as the basis determined under the internal
revenue code, whether the property was acquired before becoming or
while a resident of this state.

Nole; Tn the case of Wisconsin Department of Herenue gs, Roma in A. Howick, 100 Wis. 2d
274 {1981}, the Wisconsin supreme court held that for the purpose of determmlng a loss.on
sale the basis of property located outside Wisconsin acquired before the owner became a Wis-
consin resident is the basis determined under the internal reveriue code, In this rule, the same
pnnclple is applied to gains realized upon the disposition of such property,

H:stor} Cr. Register, April, 1978, No. 268, eff. 5-1 -78; r. and reer. (3), Register, Ju!y, 1982,
No. 319, eff. 8-1-82.

Tax 2,31 Taxation of personal service income of nonresident professional
athletes. (ss. 71.01 {1) and 71.07 (1), (2) and (), Stats) (1} DEFRNI-
TIONS. (a} In subs. (2), (3) and (4) (a} “duty days” means days during
the regular playing season within a taxable year for which the athlete is
compensated, such as practice days, travel days and actual playing days.
In sub. (4) (b} “duty days"” means days during the postseason within a
taxable year for which the athlete is compensated, such as pr actice days,
travel days and actual playing days

{b) “Travel days” means days spent in the state (or other governmen-
tal jurisdiction) of destination, except that when the team performsona
travel day, the day shali be considered spent where the performance oc-
curs.,

{2) GBNERAL. Wisconsin individual income tax is imposed on nonresi-
dent natural persons upon such ineome as is derived from the perform-
ance of personal services within Wisconsin. When 2 specific amount is
received for personal services performed in “Wisconsin, that amount shall
be included in Wisconsin income, When compensation is received for per-
sonal services performed partly within and partly cutside Wisconsin, the
amount to be included in Wisconsin income shall be determined by an
allocatlon of personal services performed in Wisconsin to total personal
services on the basis that most correctly reflects the proper apportion-
ment under the facts and circumstances of the particular case. In the
ahsence of clear evidence to the contrary, allocations shalt be made on
the basis of time; that is, the compensation allocated to Wisconsin shall
bear the same relation to total compensation as the number of days of
performanee of personal service within Wisconsin bears to the total
number of days of performance of personal service for which compensa-
tion is received.

{3) METHOD OF -ALLOCATION. {a) The allocation to Wisconsin of in-
come earned from the performance of personal services by a nonresident
professional athlete under a playing contraet shall, as a general rule, be
made on the basis of time .according to a ftactlon, the denominator of
which is the total number of duty days covered by the contract and the
numerator of which is the number of those duty days spent in Wisconsin,
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 par ticipation 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,
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{4) TAXATION OF BARNINGS. (&) 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 compensa-
tion received for that season without regard to when paid. The fraction
shali also be applied to a bonus received for signing a contract. If bonuses
are received. prior te or following a year to.which the playing contract
pe{ltalned ]the fraction dete: mined for the year covered by the cont1act
will contro

{b) If postseason games are played, the {otal number of duty daysshall
be the denominator and the number of those duty days spent in Wiscon-
sin shall be the numerator of the fraction, and this fraction shall be ap-
plied to the compensation reeeived within a taxable year for the post-
Season games.

Histery: Cr. Register, Idecember, 1980, No. 300, eff 1-1-81. '

'DETERMINATION OF INCOME FROM
MULTISTATE OPERATIONS

Tax 2,39 Appoertionment method. (s, 71.07 (2), Stats.) Any person doing
business both in and outside this state shall report by the statutory ap-
portionment method when the person’s business in this state is an inte-
gral part of a unitary business unless the depat'tment in wr 1tmg, allows
reportmg on a different basis.

{1} I‘01 the repmtmg of income for the purposes of franchlse or income
taxatlon in the calendar year 1973, or corresponding fiscal years, and for
calendar and fiscal years thereafter, the factors used in the apportion-
ment method for all businesses except “financial organizations” and
“public utilities” as defined in s, 71.07 (2) (d), Stats., are the property
factor, the payroll factor and the sales factor, Property, payroll or sales
related to the production of nonapportwnab]e ineome under s, 71.07 (1),
Stats., shall not be included in either the numerator or the denommaton
of any of the apportionment factors,

(Im) Begmmng with calendar year 1974 or corresponding fiscal year,
and thereafter, in Heu of the equally welghted 3-factor apportionment
fraction based on property, payroll and sales, there shall he used an ap-
portionment fraction composed of a sales factor representing 50% of the
fraction, a propex ty factor representing 25% of the fraction and a payroli
factor representing 26% of the fraction, If one of these factors is omitted
pursuant to s. 71.07 {3), Stats., the percentages of the fraction repre-
sented by the remaining factors 'shall be adjusted as follows:

{a) If e:ther the property factor or payroll factor is omitted, the other
of such factors shall represent 33 1/3% of the fraction and the sales factor
shall represent 66 2/3% of the fraction.

(b) If the sales factor is omitted, the property 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 state or foreign country. Income from business activity
includes only business (apportionable) ineome. As used in this rule a tax-
payer is subject to taxation or taxable in a state or foreign country if the
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state or foreign country has jurisdietion to lmpose an income tax or a
franchise fax meaSured by net mcome

(3) (a) Praperty Sfactor; numerator; denominalor. The numerator of the
property factor shall include the average value of the real and tangible
personal property owned or rented by the taxpayer in this state and-used
by the taxpayer in the production of business (apportionable) income
during the tax period. The denominator shall include 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 valie of mo-
bile or ‘movable ploperty such as construction equipment, trucks or
leased ‘electronic eguipment 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 compensahon i as31gned to this state under the
payroll factor. : .

(b) Property factor; owned property. Property owned by the taxpayer 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 {prior to any
federal adjustments) at the time of aequtsxtlon by the taxpayer and ad-
justed by subsequent capital additions or improvements thereto and par-
tial disposttion thereof, byleason of sale, exchange, abandonment ete. If
original cost of property is unascertamable, the property is included in
the factor at-its fair market value-as of the date of acquisition by the
taxpayer, Inventories shall he included in the factor in accordance with
the valuation method used for Wisconsin income or franchise tax pur-
poses. Property acquired by gift or inheritance shall be mcluded n the
[actor at its basls for federal income tax purposes .

(e} Property factor; rented properly. Prope: ty rented by the taxpayel is
valued at 8 times the net annual rental determined as at arm’s length.
Net annual rental is the annual rental paid by the taxpayer less any an-
nual rental received by the taxpayer from sub-rentals. In exceptional
cases this may result in a negative value or clearly inaccurate valuation.
In those instances any other method which will properly reflect the value
may be required by the deparfment or may be réquested by the tax-
payer, but in 1o case shall the net anmuial rental be less than an-amount

which bears the same ratio to the total annual rental pdid by the tax-
payer 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 rénted for less than a 12 month perlod ‘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 d'term of
12 or more months and the current.tax period covers a period.of less than
12 months due, for example, to a réeorganization or change of accounting
period, the net rent paid for the short tax period shall be annualized. If
the rental term is for less than 12 months, the rent shall be adjusted ac-

cordingly. Annual rent is the actual sum of money or other consideration
payable, directly or indirectly, by the taxpayer or for its benefit for the
use of the property, and includes; 1. Any.amount payable for the use of
real or tangible personal property, or any. part thereof, whether desig.
Register, September, [983, No. 333

o




" DEPARTMENT OF REVENUE - 35
ax-

nated asa ﬁxed sum of money orasa percentage of sales. proﬁts or other-
-wnse, |

% Any amount payable as addttzonal rent orin lieu of rents such as
interest, taxes, insurance, repairs or any other items which are reqmred
to be paid by the terms of the lease or other arrangement, but does not
include:amounts paid as service charges, such as atilities, janitor ser-
vices; ete. If a -payment inchides rent and:other charges unsegregated
the amount of rent shallihe détermined by making a reasonable ailoca-
tion between the rent and the other items: “Annual rental™ does not in-

_clude incidental day-to-day expenses such as hotel or motel accommoda-
t:ons, dally renta] of: automoblles, etc. R RS YT

. (d) Property faclor,‘leasekold mzprovemenr& Leasehold lmprovements
.shall for the purposes.of the property factor, be treated as property
-owned by the taxpayer regardless of whether the taxpayer is entitled to
remove the improvements or the improvements revert to the lessor upon
expiration of the lease, The original cost of leasehold improvements shall
be meluded in the factor ‘

(e) Property factor, consfructmn in progress Property or eqmpment
.under construetion during the tax period (except-inventoriabie goods in
process) shall be exeluded from the factor until such property is actually
used by the taxpayer in the regular course of his trade or business. If the
propéerty is partially used by the taxpayer in the regular course of his
trade or business while under construction, the value of the proper ty to
the extent used shall be mcluded in the b operty factor, i

(f) Property fac!or, avemgm? properly values. Asa general lule the av-

erage value’’ of property shall be determined by averaging the values at

the beginning and ending of the tax period; but the department of reve-

nue may require or allow the averaging of monthly values during the tax

period if 1easonabiy required to properly reflect the average value of the

.taxpayer’s property. Averaging by monthly values will generally be ap-
plied if substantlal fluctuations in the values of the property exist during
the tax period, or where property is acquired after the beginning of the
tax period or disposed of before the end of the tax period.

(4) PAYROLL FACTOR; WHAT 18 COMPENSATION The term "compensa-
tion” includes wages, safaries, commissions and any other form of remu-
neration paid to employes for personal services, Corpensation includes
the value of board, rent, housing, Iodgmg, and other benefits or servnces
furnished to.employes by the taxpayer in return for personal services,
provided that such amounts constitute income to the recipient under the
federal internal:revenue code. In the.case of employes not subject to the

~federal internal revenue code,.e.g., those employed in foreign countries,
the determination of whether such benefits or services would constitute
income to the employes shall be made as though such employes were sub-
ject to the federal internal revenue code. Compensation includes deduct-
ible manageinent or service fees paid to a related corporation as consider-
ation for the performance of personal services, and the situs of such feesis
‘in this state If such services are performed in this state. The remplent of
such fees shall not include the compensation paid to its employes with
respect to such personal services in either the numerator or denominator

“of its payroll factor. Except for such management or service fees, pay-
ments madé to an mdependent contractor or any other person not prop-
erly classifiable as an eniploye are excluded.
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- (8) (a) Sales factor; sales made in general busmess operalions. 1, For the
purposes of the sales factor, the term “sales” means generally all gross
receipts derived by a taxpayei from transactions and activities in the
course of ifs regular trade or busmess operatlons whlch produce busmess
'(appon tlonab]e) income. - B

2. In the case of.a taxpayer whose busmess activxty conmsts ef manu-
‘l‘acturmg and selling or purchasing and reselling goods or products,
“sales” includes all gross receipts from the sales of such goods or: prod-
uéts (or other property of a kind:which would properly be ncluded in the
inventory of the taxpayer if on hand at the close of the taxable year)held
by the taxpayer primarily for sale to customers in the ordinary course of
its trade or business. Gross receipts for this purpose means gross sales,
less returns and allowances, and- includes ‘all interest ineome, ‘service
charges, carrying charges, or-time-price differential charges incidental to
‘sueh sales. Federal and state exeise taxes {including sales taxes) shall be
included as part of such receipts if such taxes are passed on'to the buyer
or included as part of the selling price of the ploduct

(b) Sales factor; sales made in olher types of busmess acthty As apphed
to a taxpayer engaged in business activity other than or in-addition fo
the manufacturing and selling ot :purchasing and rese!hng of property,
“‘sales” includes the gross receipts from the taxpayer’s business act1v1ty

‘1. If the busmess activity consrsts of provndmg services, such as the
operation of an advertising agency or the performance of equipment ser-
vice contracts or the performance of research and development. con-
tracts, “sales” includes the gross receipts from the performance of such
serv1ces including fees, comm:ssmns and snmlar 1tems .

2. 0f the business activity consmts of performmg cost plus ﬁxed fee con-
-tracts such as the operation of a government-owned plang fora fee, gross
recelpts includes the taxpaye: s reimbursed cost plus the fee, ;

3T the business actmty is the rentmg of veal or tanglble personal
property, “‘saleés” includes the gross lecelpts from the renta1 lease,
licensing the use of the property. o

4, If the business activity is the sale, assxgnment or hcensmg of mtan—
gible per ‘sonal property such as patentsand copvughts, ‘sales” meludes
the gtoss recelpts therefr: om. ' )

(e} Sales factor; whal sales of mngeble personal properly aréin thzs sla!e
1. Gross receipts from the sales'of tangible personal property (except
sales'to the United States government: see Tax 2,39 (5) (d)) arein thls .
staté if the property is delivered of shipped to a purchaser within this
state regardless of the f.0.b. point or other conditions of sale, or if the
property is shipped from an office, store, warehouse, factory, or other
place of storage in this state dn(l Lhe taxpayer is not taxable in the state
of destmatmn

2/ P: operty shall be deemed to be chVBlGd or shlpped to a purchaser
‘within this state if the recipient is in this state, even Lhough the pl opet A%
is ordered: from outside this state, -« -

3 Pr operty is delivered or. shlpped to a putchaser WILhm thls state if
the shipmeni terminates in this state, even though the property is subse-
quently translerred by the purchaser to another state, .-

- Register, September, 1983, No. 333



DEPARTMENT OF REVENUE : . 37
ax 2

4. The term “purchaser within this state” shall include a recipient
other than the purchaser if the taxpayer, at the designation of the pur--
ci};aser,' delivers to-or has the property shipped to such a recipient within
this state,

5.. Wheﬁ broperty béi'ng shi.p[ied by a seller from the state of origintoa
consignee in anather state is diverted while enroute to a purchaser in this
state, or the designee of a purchaser who is in this state, the sale is in this
state,

6, I the taxpayer is not taxable in the state of destination for lack of
sufficient nexus or by operation of Public Law 86-272, 15 U.8.C.A., Sec-
tion 381-38b, the sale is attributed to this state if the property is shipped
from an office, store, warehouse, factory, or other place of storage in this
state, . : o .

7. If a taxpayer whose salesman operates from an office located in this
state makes a sale to a purchaser in another state in which the taxpayer is
not taxable and the property is shipped directly by a third party to the

purchasers, the t‘ollo.wi‘rl,g'ruies apply: _
a. If the taxpayer is taxable in the state from which the third party

ships the property, then the sale is in such state. :

b, If the taxpayer is not taxéble in .the state from which the pfoberty is
shipped, then the sale is in this state. - : - L

(d) Sales fuctor; sales fo the U.8. governmen!, Gross receipts from the
sales of tangible personal property to the United States government, in-
cluding its agencies and instrumentalities, are in this state if the property
is shipped from an office, store, warehouse, factory, or other place of stor-
age in this state. For the purposes of this regulation, only sales for which
the United States government makes direct payment to the seller pursu-
ant to the terms of its contract constitute sales to the United States gov-
ernment, Thus; sales by a subcontractor to the prime contractor, the
party to the contract with the United States government, do not consti-
tute sales to the United States government.

. (e) Sales factor; numeraior, The numerator of the sales factor will in-
clude the gross receipts from sales which are attributable to this state,
and includes all interest income, serviee charges, carrying charges, or
time-price differential charges incidental to such sales regardless of the
place where the accounting records are maintained or the location of the
contract or other evidence of indebtedness. ‘ S

(£} Sales factor; numerator; sales other than sales of langible personal
property. 1. In General: Section 71.07 (2) (¢) 3, Stats., contains provi-
sions for including gross receipts from’ transactions other than sales of
tangible personal property in the numerator of the sales factor,

" 2, Under this section gross receipts are atiributed to this state if the
income producing activity which gave rise to the receipts:is performed
wholly within this state. I the income producing activity is performed
within and without this state such receipts are attributed to this state in
aceordance with subd. 5 of this paragraph.

- 3. Income producing activity; defined. The term “income pfoducing
activity” means the act or acts directly engaged in by the taxpayer for
the ultimate purpose of obtaining gains or profit, Such activity does not
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include activities performed.on behalf of a taxpayer, such as those con-
ducted onits behalf by an‘independent contractor. Accordingly, the in-
came producing activity includes but is not limited to.the following: .

a. The rendering of personal services by employes or the uti]iiaﬁon of
taq_gi!)}e an(‘i,‘intang’;bie‘ propgrty by the taxpa"yer in pertqrming a ser'vice.
'b. The sale; ré‘hta‘i; deasing, o licensing ‘the use of‘.or'c')ther usé of réal
property. Lot
&, ‘The Yerital, 1éhsing, licehsing (¢ use of or other use of tangiblé por-
s;_)nal_ pmpel‘ty. . - iR PJl.\f}‘ j_ . cerii -,I Iy (‘ ] [N3] .
ERERS ,=:.-'4-.\;;-‘='.1~ b s Tt Ty R R
d. The sale, licensing thé use of ‘or’other use'of intangible pérsonal
property such as patents, copyrights, trademarks, trade names, ete: #

4. Costs of performance;. defined, The t‘e’r;’n, Fcosts of performance”
means direct costs determined jn a manner consistent with generally ac-
cepted accounting principles and in accordance with aceepted conditiois
or practices in the trade or business of the taxpayer., =~ e

b. Application. a. Receipts from sales, other than-sales of tangible per-
sonal property, are in this state i the income produeing activity is per-
forrvied wholly 'within this state, If the indome producing activity is per-
formed partly within and partly without this state; receipts shall be
assigned to this state based upon the ratio of direct costs of performing
sich services in this state to the direct'costs of performing such services
hi‘all states having jurisdictioh to tax such business, " " i e

_b.The following are special rules for determining when receipts from
the nicome prodieing activities déscribed below are in-this state during

the taxable year; -

(1) Gross réceipts frofm the sale, ledse; rental or'other use of real prop-
erty are in'this state if the real property is located in thiystate. . -
B LS S ERERRAY T R IS FRE P
_{ii). Gross receipts from the rental, lease, licensing the use or other use
of tangible personal property shall be assigned to this state if the prop-
erty is within this state during the entire period of rental, lease, license or
other use, If the property js within and withiout this state during such
year, gioss réceipts attributable to this state shall be based upon'the Fa-
tio which the time the propérty was used in'this siate bears to the total
time the property was used in all states having jurisdietion to tax'stich
business during such year. . . ... 7 o
(111). Gross receipts from the performance of personal services are ats
tributable to this state if the services are performed entirely in this state;
If the services are performed partly within and partly without this state,
gross: receipts-shall be. attributable to this state based upon.the.ratio
which compensation and other direct costs of performing such services in
this state bear to total compensation and other direct costs of performing -
such services in‘all states having jurisdiction to tax such business, Where
services are performed in a state which does not have jurisdiction to tax
the business, gross receipts are attributed to this state if the compensa-
tion related to-performing such services is allocated to-this state by s.
TLO7 (2)(b) 4, 8tals: oo it oL n R
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-¢. The provisions of pars. (b) 2 and (f) shall also appl ({ to sales, other
than sales of tangible personal property, to the United States govern-
ment

(6) “BUSINESS'(APPORTIONABDE) lNCQME ' DEFINED. "Busmess (ap-
por;lonabl ) income’ gs income arlsmg from transactions and activity in
the regular course of £ th e, taxpalw;er s trade or business and includes in-
come from tangible, and Jintangihle property if the acquisition, manage-
ment, and disposition of the property constitute integral parts of the tax-
payer 's regular trade or busmess operatlons

(7) “STATE" DEFINEIJ “State means any state of- the Umted States,
the District of Columbza, the Commonwealth of Puerto Rico, and any
terrxtot ¥ 01‘ poSsesslon of the Umted States

Hlstul’) Cr. Register, August; 1973 No 212 eif 9-1 -73 cr. (Im) r: andrecr (5)({)5 Reg
:stel:isNovemhe; 1973 No. 215; eff, 12-1-‘?3. or (mtro ), Regtster. Janhary, 1978, Nos 268,

i Lt CHAT R
H Ty 2, 40 Nonappor(mnable mcome (8. 71 07 (1) and (2)  Stats!) (1) For
'the cealendar year 1973, or corresponding fiscal years, and for calendar
-and fis¢al years théreaf ter, expenses related'to nonapportionablé income
must be'deducted therefrom to determine the net nonapportionable in-
come. Directly related expensés must be dedueted in full; ‘whereas ex-
penses related {o. both business income and nonapportionable income
shall' be prorated ii'4 manner wh:ch fai ‘ly dlstrlbutes the deduction be-
tween such mcomés Lo ’

RYITRE

: (2) I‘or a!l busmesses whlch apportlon thenr mcome to Wlsconsm,
‘othez than'“‘financial organizations” and“‘public utilities™ as defiied in
s.71.07:(2) {d); Stats,, nonapportlonable dividends and-interest received
which follow. Lhe residence of the: recipient shall first big reduced by de-
ductible ‘dividends: received, -and- the ‘balance shall be limited 'to the
amount by which total apportionable and nonapportionable interest and
non-deductible dividends. received exceeds the sum of the expenses re-
lated thereto and deducttble intferest paid, If the lattel sum exceeds sueh
total interest and non-deductible dividends reeeived, no deductlon from
total net inedme’can be made for nonappor tlonable interest and divi-
dends received, In ho event éan dividends and inteérest recéived which
follow the résidence of the recipient exceed the’ total amount of such nOn-
apportioniablé interest and dividends réceived.”

{3) For *“fina clal organlzatlons (except insurance compames) and

“publi¢ utilities™ a5 definéd i §;71.07 (2)'(d); Stats., dividends and in-
‘terest Teceived which' follow the residence of the’ l‘eclplént niast be'ré-
dueed- by related expenses and deductible dividends’ lecelyed Thfefest
paid aid deductiblé id deemed to be relatéd expense th an‘amount deter-
mined by multiplying the total of such interest paid by a fraction, the
numerator of which is;the average tax basts of the intangible property
producing, or capable of producing, such income and the denominator of
which is the depreciated average tax basis of the total proper ty owned
and used in the production of all income during the'year, This paragraph
shall also apply to all other businesses not covered by {2) above, & ..

~(3m) Subsections (2) and (3) apply for only the calendar yeai's 1973
-and 1974 or corresponding fiseal years, ¥

.(4) Total nonapportionable income or loss and Wlsconsm nonappoer-
tlonable income or lgss, must be adjusted for feder al income taxes if fed-
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eral income taxes are deductible in determining total company net in-
come. ) ’ ’ Lo : [RAEN! B S

{6} The total net income or loss of the business must be adjusted to
eliminate all of the net nonapportionable income or loss to determine the
apportionable income or loss to which the apportionment percentage is
applied. The resulting income or loss apportioned to” Wisconsin ‘musk
then be adjusted to include the Wisconsin net nonapportionable income

History: Cr. Register, August, 1973, No. 212, eff. 9-1-73; ¢r. (3m), Register, November,
1977, No, 268, eff, 12-1-77. x0T L L e
" Tax 2.41 Separaté accounting method. (s, 71,07 (2), Stats.) (1) When the
separate accounting method is used, separate records must be kept of
sales, cost of sales and expenses for the Wisconsin business as distinet
from: the remainder of the business. Overhead items of income and ex-
pense must then be allocated to the business within and without Wiscon-
-5in upon a basis or combination of bases justified by.the facts and condi-
tions, For example: the ratio.of Wisconsin sales to total sales usually
represents a satisfactory basis for a merchandising business, while the
ratio of direct cost of material and labor in Wisconsin to the total gives a
more aceurate result for a.construction business. . . Eo

""{a) Federal income taxes are based upon income and should, therefore,
be allocated to Wisconsin business on the basis of income. Federal in-
come taxes are deductible for income years through 1974 only on the cash
basis, and the allocation to Wisconsin business for any, year, therefore,
must be based upon the ratio of income within Wisconsin to the total
incorne of the year on which the federal income taxes are assessed, even
though. that ratio differs from the ratio of the year in which the taxes are
actually paid: Federal income taxes are not deductible for income years

-1975 and thereafter, .. . . At St o

. _{b) The relationship of the general ovérhead items to. Wisconsin opera-

. tions will determine whether the home office income and expense should
be allocated to the ' Wisconsin business. Miscellaneous income, such as
-income from intangibles and income from tangible property used in the
business, and such overhead items as officers’ salaries, office salaries, of-
fice rent and sundry office expenses should ordinarily be inctuded in the
allocation.

. (2) Net rentals Teceived from real eState'-'hé!d.pﬁfefy for investment
purposes and not used in the operation of thebus_mess are not Si:lb}ect_t()
allocation but are taxable in full if the property.is located in Wisconsin.
Gross rentals must be reduced by, all expenses related to sueh investment
property. Sy o St e e :
Histlory: 1-2-56; am. Register, February; 1958, No: 26, efl, 3-1-58;'am. Register, Noveniber,
1977, No. 263, eff, 12.1.97. T T
" Pax 2.-}2 Apportionmen( mclhdéil[isiory: 1-2-56; am. (2) and (3), Register, J:anuéry, 1968,
No, 145, eff, 2-1-68; cr. (4), Register, August, 1973, No. 212, eff. 9-1-73; r. Register, Septem-
ber, 1983, No. 333, eff. 10-1-83. : o '

Tax. 2.43 Nonapportionabié income. History: 1-2-56; r. (1) {a)}, Register, August, 1960, No.
56, eff, 8-1-60; cr, (2), Register, August, 1973, No. 213, eff. 9-1-78; r. Register, September,
1983, No. 333, eff. 10-1-83. :

“Tax 2.44 Pérmission to change basis of allocation. (s.71.07 (2), Stats.)
Except when income must be reported on the apportionment basis, per-
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mission to make a change either from separate accotinting to apportion-
ment, or vice versa shall be obtained in wr xtmg from the department of
revenue upon written application setting forth in detail the reasons whv
the desired:-change will more clearly reflect the taxpayer’s Wisconsin in-
come. Such application shalt be mailed to the Wisconsin Department of
Revenue, P.O. Box 8906, Madison, Wisconsin 53708 before the end of
the tax year for whlch the change is desmed

ilnstou 12—56 am. Reglster, September, 1964 No 105, eff. 10-1-64; am. Reglster Febru-
ary, 1975 No. 230 eﬂ 3 I~75 am, Register, September, 1983 No. 333 eff. 10-1-83.

Tax 2. 45 Appurtlonmenl in spemal cases. (s, 7.07 (5) Stats. ) When the
busmess of any person, other than an interstate professional sports club
or “financial orgamzatwn” ors“publlc utility,” as defined in s. 71.07(2)
(d), Stats., within Wisconsin is an integral part of a unitary business
condiicted within: ‘nd without Wlsconsm, but because of unusual or
unique cireumstances the portion of the income of siich person derived
from business transacted in Wisconsin cannot be ascertained with rea-
‘sonab]e certamty bl))t tise ‘of ‘the apporttomnent formu!a ‘provided in s,
71.07 (2), Stats.; or by seéparate accounting in view of the unitary nature
of the business, the department will substitute in the place of some ar all
of the statutory apportionment factors such other factor or factors as
will leasonably apportion.to, Wlsconsm the business income properly as-
s1gnable to Wiseonsin. In any case i which, an apportionment of busi-
ness income is made pursuant to this regnlation the taxpayer, at the time
ofl the 3ssessment will be apprised of the factors used in the for mula
a Opte

msm, Cr. Régister, December;, 1956, No. 12, eff.' 1-1-57; am. Reglster, August 1973 No.
212 eff. 9 1 78 ant, Reglsler Septcmhcr 1983 No. 333 eff, 10-1-8

i Ta\ 2 48 Apportlomncnl of bll‘illl{!‘i‘i income of m(erstalc air’ carriers.
(Section 71.07.(2) (e), Wis, Stats.) The apportionable income of an inter-
state air carrier doing business in-Wisconsin shall be apportioned to Wis-
consin on the basis of the ratio obtained by takinhg the.arithmetical aver-
age of the followmg 3 1atros._ N

Cepifg es

) The ratio which the ailcraft Ary lvais and depal tures w1thm this
state scheduled by sucli-earrier during the ealendai or fiseal year bears to
‘the total aircraft arrivals and departures within and without this:state
"scheduled by such carrier during the same period; provided that:in the
ease of nonscheduled opeérations all arrivals and departules shall be sub-
stltuted Em scheduled amvals and departure3° o

{2) ’1‘11e 1at10 whtch the revenue tons handled bv such earrier at air-
ports within this state during the calendar or fiseal year bears to the total
revenue tons handled at airports within and without this state during the
same perlod )

(3) The 1atlo whlch such air carrier’s or lgmatmg revemie w:thm this
state for the calendar or fiscal year bears to the total originating revenue
within and without this state [Ok ‘the same per iod, .

‘Aislory: Cr, Reglster Decombor 1956, No. 12 o[f 1- 157 A (mtm) Rogl%ter Augusl
--_1973 No. 212, eff. - 1-73 . i

Tax 2 47 Appertmmnem of 110[ ])11=;mess mmmg‘ of ;nt(‘rqmtc motor ('am-
ers ol‘ property. (1) (s. 71.07 2) (e},.8tats.) The appor tionable income of
an interstale motor carrier of property,.doing husmo% in Wisconsin,

i{eglsler, Scpto;phu 1983, Np. 333
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shall be appon tloned to Wisconsin, on the bas1s of the anthmetlcat avel -
age of the foliowmg 2 ratxoS' L
H LRI S i
“{a) The latto of. the gross rece:pts from carrlage of propertys ﬁrst ac—
quhed for carriage in Wisconsin to the total gloss lecelpts from calrlage
of property everywhete; - : ’r TR I TN
tb} The ratio of ton mi[es of carrlage n Wtsconsm to ton mlles of car~ )
riage everywhere, " - ‘ .‘ AN : i
~{2) Whenever gross recelpts data is not ava:lab!e, the department
may authorize or direct substltutlon of a similar factor (e.g, gross ton-
‘ndge) and whenever ton mile data’i i3 fiob available the department may
_slml]arly author ize substltutton of a sim:lar factor (exg revenue mlles)

. (3):For pur poses of this regulatton a “ton mlle“ reﬂects the movement
:of one ton of frelght for. the distance of one mtle e SRR

). Thls regulatlon shall not apply to mercantﬂe or, manufactun mg
‘ busmesses which engage in some inferstate heulmg as an mc1dent of eu,ch
_mercantnle or manufacturing busmesses

(5) “This regulation shall apply ith’ respeet to the determmatxon of
income tax or franchise tax lability for any’ mcome year open to asseSs—
meht or refund on the’ eﬁectwe date heteof '

‘ Hl\lur Cr. Reglster, April 19b6 No 124 eIE 5- 1-66; am, {intrg.). Re ister Au ust 19?3
No. 212, off 8-1-13, L witer ¢

HE T

... Tax 2,48 Apportionment of pet business incomes of interstaie pipeline
companies. (s. 71.07 {2) (e}, Stats,) (1) With respect to the imposition of
the Wisconsin income or franehlse tax on or measured by income of the
calendar year 1969, or. corresponding fiscal year, and thereafter, the ap-
portionable income'of a.pipeline corfipany operating within and without
Wisconsin shall be apporttoned. to- WlSCOIlSlIl on the bas:s of the amth—
metical average of the following 3 ratios: - o

(a) The ratio of tangible property owned, and used by the taxpayer in
Wisconsin to produce apportionable income, to the total of such prop-
erty owned and-used by him .to produce apportionable income every-
-where. The amount of such property for purposes of hoth the numerator
-and denominator shall be, Wisconsin income tax net cost. In any ease in
which the property factor is distorted by reason of the taxpayer depreci-
ating property in Wisconsin by a method different from that used to de-
preciate property outside Wisconsin, or in any case in which Wisconsin
income tax-net cost cannot be ascertained, the department may atitho-
rize ot direct such other method of determmmg the property [ractxon as
will produce an equitable result.::

(b) The ratio of traffic units (e.g. barrel mlles, cubic foot ‘miles or other
appropriate measure of product movement ) m Wlsconsm to the total of
such units everywhere. . - .

(e} The ratio of the total compensation: paid to employes located in

. this state to the total compensation paid to employes located every-
where, An employe shall be deemed located in Wisconsin if his services
are performed entirely within Wlsconsm, or if services performed with-

i out the state ‘are incidental to services within Wiscousin, or if some of the
‘ servme is performed in Wisconsin and the base of opelatlons is in Wiscon-
“sin, or if there i3 ho base of operations ‘and the place from which the ser-

Register, %ptember, 1983, No, 333
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vice is directed and controlled is in Wisconsin, or if the base of operations
ot place from which the service is directed or controlled is not in any state
in whlch some part of the service is performed, but the individual’s resi-
dence is in this state. Compensation paid to retired employes shall be
excluded from hoth the numeratm and the denominator. :

(2) In any case in whlch the company has no employes or in wh:ch the
department determines that employes are not a substantial income pro-
ducing factor, it may order or permit the elimination of the compensa-
tion factor and the use of the arithmetical average of the other 2 factors

“to arrive at the WISCOHS!D apportionment percentage.

"History: Cr, Reglstcr,Novemher 1969 No. 167 eff. 12»1-{:9 am, (mtro ),Reglstcr August
1973, No. 212 eff, 9:1-73.

Tax 2. 49 Apportionment of net husiness incomes of intersiate ﬁuancc
companies. (s, 71.07 (2) (e), Stats.) {1) For the calendar year 1973, or
corresponding fiscal years, and thereafter, the business (apportlonable)
income of a finance company engaged in business within and without
Wisconsin shall be apportioned to Wisconsin on the ba31s of the anth-
metical average of the following 2 ratios; : '

(a) The ratio of gross recelpts in Wisconsin to the total gross recelpts
everywhere. ““Gross receipts’” includes all business income associated
with the lending of money in the normal eourse of business such as inter-
est, discounts, finance charges or fees and service charges or fees. Gains
from sales of assets, charges to a related corporation for personal services
of employes and miscellaneous income are not includable in “‘gross re-
ceipts’ for the purpose of computing this factor. “Gross receipts” will be
assigned.as income to this state if the tlansactlon pr oducmg the income
was principally negotiated in this state. L

(b) "The ratio of the total compensation paid to employes located in
this state to the total compensation paid- to empioyes located. every-
where, detérmined in accordance with the provisions of s. 71, 07 2) (b),
Stats., and's, Tax 2.39 (4), i‘Compensation paid to employes” includes
deductlble management or service fees paid to a lelated cor poratlon di-
rectly or indirectly for the performance of personal services, and the situs
of such fees is in this state if such services are performed in this state. The
recipient of sueh fees shall not inelude the compensation.paid to its em-
ployes with respect to such personal services m elthel the nummator or
denommator of its payroll factor, = . .. .. iy SR T

(2) 1f the 1easmg of tangible pe:sonal property represents a substantlal
soutce of businesg’(apportionable) inecomé, in addltmn to the “gross re-
ceipts” deseribed in sub. (1) (a), the department may duthorize or direct
the use of any other method to effect an equltable apportlonment of the
taxpayel 3 mcome. . . e i

O S T o “
* (3). The: term “finance company” means any “ﬁnaz‘tclal mgam?atmn
deﬁned in's. 71.07 (2) (d) Stats., except any type of insurance compdny

lhston 'Cr, Reg;ster, August 19?3 No 212 eff 9. 1.»73, any, (1)(b] Register, Julv, 1978
No. 271, off. 81-78

Tax 2.50 Apportionment of nel husiness income of intersiate pllblm utili-
ties: (s, 71.07_(2) (&), Stats.) (1) For the calendar yeai 1973, or corre-
spondmg fiscal years, and fot calendar and figcal yeais theleafter, except
as pr OVIded in sub. (2) bélow, the business inicome of “public utilities”, as
defined'in’s, 71.071(2) (d)} 2, Stats., opérating within and without WISCOII-

Register, Septomber 1983, No, 333
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sin, shall be apportioned to Wisconsin on the basis of the ratio obtained
by taking the arithmetical average of the 3 ratios prov1ded ins. 71 07 (2)
(a), (b) and (¢}, Stats., and s. Tax 2.39.

{2) The apport‘iqnable 1ncome of interstat'g alr carriers, inters_tate mo-
tor carriers and interstate pipeline companies shall be apportioned to
Wisconsin as-provided in ss. Tax 2.46, 2.47 and 2.48, respectively,

History; Cr. Register, Aiigust, 1973, No. 212, eff, 9-1-73.

Tax 2.5305° Apporiionment of net business income of inierstale profes-
sional sporis elubs. {s. 71.07 (2), Stats.) The apportionable income of pro-
fessional sports elubs engaged in income producing activities both inside
and outside Wisconsin during the year shall be apportioned to Wisconsin
using an apportionment fraction composed of a pr aperty factor repre-
senting 25% of the fraction, a payroll factor representing 256% of the
fra?tilon and a sales factor representmg 50% of the fractlon deter mmed
as follows:

(1 ) PROPERT& FACTOR. The property factm is a i actmn as dei‘med ins.
71.02 (2) {a), Stats. Owned or rented real and tangible personal property
shall be included in the factor as provided in s. 71,07 (2) (a), Stats., and s.
Tax 2.39 (3). Minor equipment, such as uniforms, and playmg and prac—
tice equipment, need not be included in the factor, L

(2} PAYROLL FACTOR. The payroll factor isa fraction as defined in s.
71.07 (2) (b), Stats. Compensation shall be reported as provided in s.
71.07 (2) {b), Stats., and 5. Tax 2.39 (4). Bonuses and payments shall be
included in the payr ‘oll factor on a prorated basis in accordance with In-
ternal Revenue Service Ruling 71-137, Cum, Bull., 1971-1, Compensa-
tion paid for optioned players shatl be mcluded in the factor only if paid
dir ectly to the player by the taxpayer.

{3) SALES FACTOR. The sales factor is a fraction as defined in s, 71,07
(2) (¢}, Stats. Sales shall be'included in the factor in accordance with s,
71 07 (2} {c), Stats., s. Tax 2.39 and the followmg rules:

(a) Gate recetpts Gate receipts include all receipts from games played
at the taxpayer’s home facility plus any gate receipts received from
games played away from the taxpayer’s home facility, The numerator of
the sales fraction for taxpayers whose home facility Is in Wisconsin shall
include all gate receipts from games played in its home facility, The nu-
merator of the sales fraction for taxpayers whose home facility is outside
Wisc¢onsin shall include the percentage of gate receipts received from
games played in Wisconsin, _

(b) Radio and lelévision receipts, Radio and television receipts received
by the taxpayer as its proportionate share from a league or association
contract with the major communications networks are in Wisconsin in
proportion to the number of games played in Wisconsin to total games
played by the taxpayer covered by the contract during the season. Local
1‘;Nelev1s1on and radio receipts are in Wisconsin if the games are played in

isconsin.

(¢} Concession tncome and miscellaneous income. Concession income is
assigned to the state in which the concession is operated. Miscellaneous
income such as parking lot income, advertising income, and other similar
income is assigned to the state in which the activity is condueted.

Register, September, 1983, No. 333
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(d} Player conirects, franchises, ele. Income from player contract trans-
actions, franchise fees, and other similar sources is regarded as intangible
business income and shall be excluded from the numerator and the de-
nominator of the sales fraction, . ‘

Note: lhss rule elarifies the department of revenue’ s paolicy and apphes to all taxahle years
open to audit under s. 71.10 {10}, Stats, .

Hl:lor) Cr. Reglster December, 1980, No. 300, eff, 1-1-81.

GROSS INCOME a o

Tax 2,51 Rent received by corperations from Wlsconsm real estate. (s.
71.03 (1) (b), Stats.) Rentals must be included in the gross income when
they accrue or are actually received by the taxpayer, depending upon the
method of accounting used in reporting income, Rentals which have-not
actually been received in cash will be treated as ecewed if avallable t0 or
subject to the disposal of the landlord. . .

Tax 2.53 Stock dividends and s{ock rights reccived hy carporatwns (1) If
a shareholder receives stock or stock rights as a distribution on stock
prevmusly held and under s. 71,305, Stats,, such distribution is not in-
cludable in gross income then, except as p10v1ded in s, 71.807 (2), Stats.,
the basis of the stock with respect to which the distribution was made
shall be allocated between the old and new stoeks or rights in proportion
to the fair market values of each on the date of distribution. If a share-
holder receives stock or stock rights as a distribution on stock previously
held and under s. 71,305 (1), Stats., a part of the distribution is not in-
cludable in gross income (except as provlded in s, 71.307 (2), Stats.), the
basis of the stock with respect to which the distribution is made shall be
allocated between the old and new stocks or rights in proportion to the
fair market values of each on the date of distribution without regard to
the fair market value of any part of such distribution which is includable
in gross income pursuant to s. 71.305 (2), Stats. The date of distribution
in-each case shall be the date the stock or the rights are actually distrib-
uted to the stockholder and not the record date. The general rule will
apply with respect to stock rights only if such rlghts are exercised or sold

“(a) Eaxception. The basis of rights to buy stock which are excluded from
gross income under s, 71.305 (1), Stats., shall be zero if the fair market
value of such rights on the date of distribution is less than 15% of the fair
market value of the old stock on that date, unless the shareholder elects
to allocate part of the basis of the old stock to the rights. The election
shall be made by a shareholder with respect to all the rights received by
him in a particular distribution in respect of all.the stock of the same
class owned by him in thé i issuing corporatios at the time of sueh distri-
bution. Such election to allocate basis to rights shall be i in the formof a
statement attached to the shareholder’s return for the year in which the
rights are received. Such statement shall disclose the number of shares of
the old stock by the shareholder on the date of distribution, the basis of
such shares, and the fair market value of the old shares and of the rights
on the date of distribution. This election, once made, shall be irrevocable
with respect to the rights for which the election was made. Any share-
holder making such an election shall retain a copy of the election and of
the return with which it was filed, in order to substantiate the use of an
allocated basis upon-a subsequent dlSpOSlthl‘I of ‘the stock acquired by
exercise,

Register, September, 1983, No, 333
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Tax 2,56 Insurance proceeds received by corporations. (s. 71.03 (1) (d),
Stats.) (1} Generally, interest on insurance proceeds pald to policy own-
ers or beneficiaries is taxable income..

(a) Under an interest option ¢lause undel ‘which all the prmcmal pro-
ceeds are retained and interest paid theleon pertodtcally, the interest is
taxable income,

{b} Under an income optton under which the principal proceeds and
interest thereon are pald in perlodlcal instalments to the policy owner,
the interest so paid is taxable income.

(¢) When, under the same option, payments are made to the benefici-
ary (the aption’ ‘having been selected by the beneficiar y) the interest so
pald is taxable income,

(d) When, under the same option, payments are made to the benefici-
ary (the option having been designated by the insured), the instalment
payments are made under the insurance contract, and no part of the pay-
ment is taxable income,

lhslur 1-2- 56, 1. (1), (8) (b}, (3) (e)and (3) (d) and renum. (2) to be {l) and (3) {a) to Le
(1) (d), I}{eglster, barch, 1966 No. 123, eff, 4-1-6

Tnx 2 57 Annuity paymcnts received b) corporatmnq Am‘lulty payments
under an-endowment or annuity contract are income to the extent of any
payment after the income tax cost (aggregate premiums or considera-
tion) has been recovered, However, when the contract provides for the
separation of the periodic payments into principal and interest, the inter-
est s0 received is taxable when recelved

’I‘a\ 2. 60 Dividends on stock -solc “short” by corporations, (s. 71. 03 (1)
(d), Stats.) When stock is sold “short” for later delivery, the purchaser
receives the dividend, since he is the owner of the borrowed stock, and
the amount credited to the lender of the stock and charged to the “short”
seller is income upon which the lender is subject to tax, The amount
charged to the *short’ seller becomes part of the cost of the stock sold,

Tax 2.61 Building and Joan dividends on instalment shares received. by
cor orations, (1) An amount (dividend) eredited to shareholders of a
uilding and loan association has a taxable status as income for the year

of the c1edit to the extent of the amount available to the shareholder.

(2) An amount {dividend) received by such shareholder at maturity of
his share in'excess of the accumulated amounts so reported as income
shali be tr eated as income in the year of such receipt. - .

Tax 2.63 Dividends accrued on stock. (s. 71.03 (1) (d}, Stats.) In the
case of stock purchased by a corporation between dividend dates, the
entire amount of the dividend is income to the vendee and must be in-
cluded in its income when received. The amount advanced by the vendee
to the vendor in contemplation of the next dividend payment is an in-
vestment of capital.

History: 1-2-56; am. Reg!ster, March, IBGG No, 123, el’f 4-1-66:

Tax 2.65 Interest received by corporations. (s. 71.03 (1) (¢), Stats.) (1)
In general all interest is includable in the income by which the franchise
tax is measured, including interest received on monies invested in obliga-
tions of the United States government and its instrumentalities and

Register, September, 1983, No., 333
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agencies. If a corporation is not subject to the franchise tax, but subject
to nét income taxation, interest on federal obligations is not taxable, but
interest on postal savings and federal tax refunds is taxable to corpora-
tions subject to net income taxation. Profit or loss on the sale or other
disposition of federal ohligations is a taxable gain or deductible loss for
purposes of both the franchise tax measured by net income and the net
income tax. (See s, 71,07 (1), Stats., for situs of interest income).

{2) Inferest is deemed to be received when accrued or received in cash,
depending upon the method of accounting used by the taxpayer corpora-
tion. Interest becomes taxable to a corporation reporting on a cash basis
when it is made available to it. Coupons on bonds which are due but have
not been cashed are considered as received: provided that the eash for
payment of the coupons is available. Accerued interest paid on bonds
purchased between interest payment dates shall be treated as a deduc-
tion from the interest thereon received.

History: 1-2-56; am, Register, March, 1966, No. 123, ff, 4-1-66.

Tax 2.69 Income from Wisconsin husiness. (ss, 71.01 and 71.07, Stats.)
All of the income realized from business carried on in Wisconsin is tax-
able. The fact that a person or corporation is licensed to do business in
Wisconsin is evidence that it is doing business in the state, within the
meaning of this chapter. However, a person or corporation may be doing
business in this state within the meaning of this chapter even though not
licensed. In all cases of doubt the complete facts should be reported to
the department of revenue for determination.

History: 1-2-56, am, Register, September, 1964, Neo. 105, eff, 10-1-64; am. Register, March
1966, No. 123, efi. 4-1-60; am, _Register, February, 1875, No. 220, eff. 3-1-75.

Tax 2,70 Gain or loss on capiial asseis of corporations; basis of determin-
ing. (s. 71.03 (1) (g), Stats.) {1) Profits or losses resulting from the sale or
other disposition of capital assets are ordinarily taxable income or de-
ductible losses for the year in which the sale or other disposition takes
place. In certain cases of real estate sales involving deferred payments,
the profit may be treated as not wholly realized in the year of sale and
Izn%g)be deferred in accordance with the terms of payment. (See s, Tax

-(a) The [alr market value at January 1, 1911 must be determined in
the light of the facts and circumstances known as of that date. In the
absence of competent evidence to the contrary, cost less depreciation
sustained to Jannary 1, 1911 will be considered the fair market value as
of that date. The method of arriving at the January 1, 1911 value must
be clearly set forth in the income tax returns. -

- {b) Stocks, bonds and other securities are considered as capital assets
when held by a person other than a dealer in seeurities, The profit or loss
on sale or other disposition of securities is, therefore, determined in the
same manner and on the same hasis as that used for other capital assets,

{e) In determining the profit-or loss on the sale of stock received as a
stock dividend subsequent to January 1, 1926, the total income tax cost
of the original shares on which the dividend was declared is allocated to
the new and old shares with due regard to the fair market value of the
new and old shares at the date of the dividend,

Tax 2.72 Lixchanges of proper(y by corporations gencrally, (s. 71.03 (1)
{g), Stats.) (1) Except where otherwise specifically provided by ch. 71,

Register, September, 1983, No, 333
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Stats., where property is exchanged for other property which has a fair
market value, a taxable gain or deductible loss may result, and sueh fair
market value must be treated as the price realized for the property ex-
changed and the cost price of the property received, for purposes of fu-
ture sale, When the property received in exchange has no determinable
market value, the property received takes the place of the property ex-
changed, and no profit or loss is recognized. In the event of future sale in
such case, the income tax cost of the original property exchanged be-
comes the basis for computmg the gam or loss on the property received in
exchange :

(2} Execept where otherwise spemﬁcally provided by ch. 71, Stats,,
-where property of 2 different kinds is recetved in exchange for property,
one kind having a determinable fair market value and the other no deter-
minable fair market value, the gain is measured by the excess of the fair
market value of the property received over:the.income tax cost of the
property exchanged. The property received which has no determinable
fair market value is considered as having no cost in case of future sale,
the entire proceeds of such sale being taxable income. If the income tax
cost of the property exchanged is in excess of the fair market value of the
property received in exchange, such excess shall be taken as the income
tax cost of the property received which has no determinable fatr market
value, no loss being recognized in such cases.

(3} In general there are 3 types of exchanges upon which exemption
from fax may be claimed: ‘ ,

(a) Exchanges made pursuant to a plan of reorganization.

(b) Exchanges in which the property received in trade has no determi-
nable market vaiue.

{¢) Exchanges of property held for productive use or investment pur-
suant tos. 71.03 (5), Stats., when the exchange occurred in a taxable year
ended on or after December 31, 1957.

History: 1-2-56; am, Register, February, 1958, No. 26, eff, 3-1-58; r. (4) (¢} and renum, (4)
td) to be (4; (e and am., Register, March, 1966, No. 123, eff. 4-1-66: r. (2) and remam. (4) to
be 13), Reglster Fehruary, 1975, No. 230, eff. 3-1-75.

Tax 2.721 Exchanges of property held for productive use or investment by
corporaiions. (s, 71.03 (5), Stats.) (1) Property held for productive nse in
trade or business may be exchanged tax free for property of a like kind
held for investment as well as for property of a like kind held for produc-
tive use in trade or business, and, similarly, property held for investment
may be exchanged tax free for property of a like kind held for productive
use in trade or business as well as for property of a like kind held for
investment.

(2) The phrase “of a like kind” has reference to the nature or character
of the property and not its grade or quality. One kind or elass of property
may not be exchanged tax free for property of a different kind or class.

(3) A leasehold interest in land cannot be exchanged tax free for a fee
title unless the lease has 30 years or more to run.

(4) Where as part of the consideration to the taxpayer another party
to the exchange assumed a liability of the taxpayer or acquired from the
taxpayer property subject to a Hability, such assumption or acquisition
Register, September, 1983, No. 333
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(in the amount of the liability) shall be considered #s money received by
the taxpayer on the exchange, o .

History: Cr. Register, Fébruary, 1958, No. 26, eff. 3-1-58; am. Register, Marck, 1966, No.
123, eff, 4-1-66. ; EEEE I : s TR

- ‘Tax 2.73 Involuntary conversion by-corporalions. {s. 71.03 (1) (g) 3,
Stats.),(1) In all cases of gain on inveluntary conversion where such gain
is not recognized for franchise or income tax purposes, the property ac-
quired in the replacement is deemed to take the place of the property
destroyed for purposes of depreciation, depletion and profit or loss on

subsequent sale or other disposition.

: (2) In all cases of involuntary conversion which result in losses; such
losses are allowable in the year in which the conversion takes place.

:(3) (a) For 1980 and preceding taxable years, this section does not ap-
ply when insurance money received on the conversion of Wisconsin as-
sets is used in replacement outside of Wisconsin. In this case, the.gain or
loss shall be reported in the year of eonversion. N

.. {b) For 1981 and subsequent taxable years, this section does not apply
when insurance money received on the conversion of nonbusiness assets
located in Wisconsin is used in replacement with similar property outside
of - Wisconsin. Also, this section does not apply when insurance money
réceived on the conversion of business assets located in Wisconsin is used
in replacement with similar property outside of Wisconsin, and at the
time of replacement, the taxpayer is not subject to taxation under ¢h. 71,
Stats. In these cases the gain or loss shall be reported in the year of con-
version, . : \ : : : :

“Hislory: 1-2-56; am, Register, March, 1966, No. 123, eff, 4-1-66; am. (3), Register, Septem-
ber, 1983, No, 383, eff, 10-1-83, " o L

* Tax 2.74 Gain or loss on digposition of property by corporations; adjust-
ments ta basis. (s. 71.08 (1) (g), Stats.) (1) In determining gain or loss
disposition of property on or after August 1, 1963 the cost or other basis
shall be decreased for exhaustion, wedr and tear, obsolescénce, amortiza~
tion, write-offs and depléetion by the greater of the following 2 amounts:

'('a} The amount allowed as deductions in computing taxable income,
to the exfent resulting in a reduction of the corporation’s income taxes,
or Irporation’sincome,

{b) The amount allowable for the years involved, -

* (2) The determination of the amount properly allowable for exhaus-
tion, wear and tear, obsolescence, amortization, write-offs and depletion
shall be made on the basis of the facts reasonably known to exist at the
end of the taxable year. A corporation is not permitted to take advantage
in'a later year of its prior failure to take any such allowance or its taking
an allowance plainly inadequate under the known facts in prior years, In
the case of depreciation, if in prior yeat's the corporation has consistently
taken proper deductions-under one method, the amount allowable for
such prior years shall not be increased even though a greater amount
would have been allowable under another proper method. o

;('3) If the corporation has not taken a depreciation deduetion either in
the taxable year or for any prior taxable year, adjustments fo basis of the

Register, September, 1983, No. 333




50 WISCONSIN ADMINISTRATIVE CODE

Tax 2

property for depreciation allowable shall be determined by using the
straight line method of depreciation.

{4y For the calendar year 1964 and corresponding fiscal years and
thereafter, if the carporation with respect to any property has taken a
deduction for depreciation properly under one of the methods permitted
for one or raore years but has omitted the deduction in other years, the
adjustment to basis for the depreciation allowable will be the deduction
under the method which was used by the corporation with respeet to that
property. : ’

{6} The amount allowed which resulted in a reduction of the corpora-
tion’s. taxes is hereinafter referred to as the “tax-benefit amount al-
lowed.” For the purpose of determining whether the tax-benefit amount
allowed exceeded the amount allowable, a determination must be made
of that portion of the excess of the amount allowedover the amount al-
lowable which, if disallowed, would not have resuited in an increase in
any such tax previously determined. If the entire excess of the amount
allowed over the amount allowable eould be disallowed without any in-
crease in tax, the tax-benefit amount allowed shail not be considered to
have exceeded the amount allowable. In such case the reduction in basis
required would be the amount properly allowable as a deduction. If only
part of such excess could be disallowed without any such inerease in tax,
the tax-benefit amount allowed shall be considered to exceed the amount
allowable to the extent of the remainder of such excess. In such a case the
reduction in basis required would be the amount of the tax-benefit
amount allowed, g '

{6} Tor the purpose of determining the tax-benefit amount allowed,
the only adjustments made in determining whether there would be an
increase in tax shall be those resulting from the disallowance of the
amount allowed. The taxable years for which the determination is made
shall be the taxable year for which the deduetion was allowéd and any
other taxable year which would be affected by the disallowance of such
deduction. Examples of such other taxable years are taxable years to
which there wasa carry-over of a net business loss for the taxable year for
which the deduction was allowed. In determining whether the disallow-
ance of any part of the deduction would not have resulted in an increase
in any tax previously determined, proper adjustment must be made for
previcus determinations under chapter 71, Wis. Stats: :

{7) If a determination must be made with respect to several properties
for each of which the amount allowed for the taxable year exceeded the
amount allowable, the tax benefit amount allowed with respeet to each of
such properties shall be an alloeated portion of the tax-benefit amount
allowed determined by reference to the sum of the amounts allowed and
the sum of the amounts allowable with respect to such several properties.

(8} A corporation seeking to limit the adjustment to basis to the tax-
benefit, amount allowed for any period, in lieu of the amount allowed,
must establish the {ax benefit amount allowed. A failure of adequate
proof as to the fax benefit amount allowed with respect to one period
does not preclude the corporation from limiting the adjustment to hasis
to the tax-benefit amount allowed with respect to another period for
which adequate preof is available.

(9) The amount allowable for prior periods is determined under the
law applicable to such prior periods,
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- (10) Adjustments to basis must be made for exhaustion, wear and tear,
obsolescence, amortization and depletion to the extent actually sus-
tained in respect of a) any period during which the corporation was en-
gaged in business entirely outside of Wisconsin, or b) any period during
which the property was T‘;eld by a person or organization not subject to
income taxation under ch. 71, Stats. The amount actually sustained is
that amount charged: off on the books of the corporation where such
amount is considered by the secretary of revenue: to be reasonable.
Otherwise the amount actually sustained will be the amount that would
have been allowed as a deduetion had the corporation been subject to
income tax during those periods, determined by the straight line method.

. History: Cr. Register, February, 19865, No. 110 efl, 3-1-65; amw. (1) (a),(2), {3], {4), (B}, and
r.'(8), renum. (9) to be (8 )and anmt,, renum, (10). tobe {9 and(ll)tobe(lo) and am., Regis-
ter, March, 1966, No. 128, eff 4-1-66 am. Reglster, February, 1975 No 230 eff. 3-1 -'76 am.
(4), Register, July, 1978, No 211, eff, 8 118,

* Tax 2 75 Recovenes by corporalmns. (s. 7 1.03 (1) (k) Stats ) Recoveries
of items previously charged off as loss ar as expense are taxable income in
the year of recovery :

l{istou. 1-2-56 am Reglster, March 1966 No 123 eff. 4 1-66

*Tax 2.76 Refunds of taxes lo- corporauons (s 7i. 03 (1) (k), Stats } Re-
funds of federal, state or local taxes together with interest thereon which
were allowed as deductlons from gross mcome ln p1 evmus years are tax-
able mcome. .

ilislur) 12-56 am Reglster, March 1966 No 123 eﬁ. 4-1-66. .

* Tax 2.80 Imprm’ements on leased real esiate, mcome to corpnrate lessor.
{s. 71.03 (1) (k), Stats.) If improvemertits are made on leased property
and the life of such improvements extends beyond the terms of the lease,
the lessor derives taxable income at the expiration of the. lease, the
‘amount of which is represented by the fau' market value of the i 1mpr0ve-
.ments at the time. ‘ o

) lllslor: 1-2-56; am. Reglsler, March l966 No 123 eff. 4-1-66.

g ’I'ax 281 Damages recen ed. I)y corpuratmns (s. 71.03 (1) (k), Stats )
Damages may result:in taxable income when recovered on account of
injury to property, interference with property rlghts or breach of con-
traet, when the amounts received as damages are in excess of the income
tax cost of the property destroyed. Damages recoveled for libel of busi-
ness reputatmn are taxable income. - v

lhslor) 1-2-56 am. chister March 1966, No. 123, eff. 4 1-66.

‘Tax 2,82 Nexus. (ss. 71.01 (1) and (2) and 71. IG(I) Stats I Dlul«‘[Ni-
TIONS In thls rile:

(a) “Representatlve does not mclude an mdependent contractor A
person may be considered a representative even though he or she.may
‘not be considered an employe for other purposes such as the withholding
of income tax from commissions, If a-person is subject to the direct con-
trol of the foreign corporation, he or she may not qualify as an indepen-
dent contractor under P,L. 86-272. (Her[f Jones Company v. Slale Tax
Commissaon, Oregon Supleme Court, August 23, 1967, 430 P, 2d 998.)

(b) “Busmess location™ mcludes a repair shop, parts department,
purchasing office, employment office, warehouse, meeting place for direc-
tors, sales office, permanent sample or display room, research facility ora
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recreational facility for use of employes or customers. A residence of an
employe or representative is not ordinarily considered a business loca-
tion of the employer unless the facts indicate otherwise. It could be con-
sidered a business location under one or more of the following conditions:
a portion of the residence is used exclusively for the business of the em-
ployer, the employe is reimbursed or paid a flat fee for the use of this
space by the employer; the employe’s phone is listed in the yellow pages
under the name of the employer; the employe uses supplies; equipment or
samples furnished by the employer; or the space is used by the employe
o interview prospective employes, hold sales meetmgs, or. dlscuss busx-
ness with customers.

(2) BACKGROUND. (a) Every domestic ¢orporation {(one incorporated
under Wisconsin's laws), except those exempt under s, 71.01 (3) Btats.,
and every “licensed” foreign corporation (one not incorporated in Wis-
consin) is required to file a complete corporation franchise/income tax
retm(']n (Form 4 or 5) regardless of whether or not busmess was, trans~
acte

(b) A foreign corporation is ““licensed” if it has obtained a Certiﬁcate
of Authority from the Wisconsin secretary of state to transact business
in this state pursuant to s, 180.801, Stats. A “licensed’’ foreign corpora-
tion is'presumed to be subject to Wisconsin franchlse/mcome taxes. -

(c} ‘An unlicensed forelgn cmporatlon is subJect to . W:sconsm
franchlse,fmcome taxes if it has “nexus” with Wisconsin. The purpose of
th]S rule is to provide guidelines for determining what constitutes

“nexus”, that is, what business activities are needed for a foreign corpo-
ration to be subjeet to Wisconsin franehlse/mcome taxes.

(3) FEDERAL LIMITATIONS ON TAXATION OF FOREBIGN CORPORATIONS.
{n) Federal constitutional provisions. 1. Article I, Section 8 of the U.S,
Constltutlon grants Congress the power to’ regulate commerce with for-
eign nations and among the several states, States are prohibited from
levying a tax which imposes a burden on interstate or foreign commerce.
However, this does not mean states may not impose any tax on mterst:ate
commerce, A state tax on net i income from interstate commerce which is
fairly atiributable to the state is constitutional. {Northwestern States
Portland Cement Co, v, Minnesola; Williams v. Stockham Valves & Fil-
lings, Inc., 358 U.8. 450, 79 8, Ct. 357) e

2, Section I of the 14th Amendment protects taxpayexs wtthm any
class against discrimination and guarantees a remedy against lliegai tax-
ation.

(b} Federal Public Law 86-272. 1. Under Public Law.86-272, a state
may not impose its franchise/income tax on a business selling tangible
personal property, if the only activity of that business is the solicitation
of orders by its salesman or representative which orders are sent outside
the state for approval or rejection, and are filled by delivery from a point
outside the state. The activity must be limited to solicitation. If there is
any activity which execeeds solicitation, the lmmumty f!OlIl taxatlon
under Public Law 86-272 is lost.

2, This Iaw, enacted hy congress in 1959 does not extend to:

a. Those businesses which sell services, real estate or mtanglbles in
more than one state;
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b. Domestic corporations; or

e, Foreign nation corporatlons, 1e., those net incorporated in the
United States.

3..If the only activities-in Wisconsin of a foreign corporation selling '
tangible personal property are those described below (a and b) such cor-
poration is not subaect to Wlsconsm franchtse/mcome taxes under P.L.
86-272: :

" a Usua} or frequent actmty in Wisconsin by employes or representa-
tives soliciting orders for tangible. personal property which orders are
gent outstde this state for approva} or rejection.

b. Solicitation activity by ncn-emp!oye independent contractors, con-
ducted through their own office or business location in Wisconsin,

.(4) WHAT CONSTITUTES “NEXUS”. {a) Faclors. If a foreign cor poratlon
has one or more of the following act1v1t1es in Wisconsin, it is considered
to have “nexus” and shall be ‘subject to Wisconsin franchlse/mcome
'taxes ‘

1. Mamtenance of any busmess location in Wlsconsm, including any
kind of ofﬁce

2. Ownershlp of 1eal estate in Wasconsm

¢

3. Ownership of a stock of goods in a publie warehouse or on consign-
ment in Wisconsin.

4, Ownershlp of a stoek of goods in the hands of a distributor or other
non-employe representatlve in Wlsconsm, if used to fill orders for the
owner’s account : .

B. Usual or frequent act|v1ty in Wlsconsm by employes or representa—
tives soliciting orders with authority to accept them.

6. Usual or frequent activity in Wisconsin by employes or representa-
tives engaged in a purchasing activity or in the performance of services
‘(mcludmg constructlon, mstaliatton, assembiy, repair of equipment).

7, Operation of mobile stores in Wtsconsm (such as trucks thh drwer-
salespersons), regardless of. frequency

8. Miscellaneous other activities by employes or repr esentatwes in
Wiseonsin such as credit investigations, collection of delinquent ac-
counts, conductmg tramlng classes or seminars for customer personnel in
'the operation, repair and maintenance of the taxpayel S- products.

9, Leasing of tangible property and llcensmg of mtangIbIe rights for
use in Wisconsin, o

10, The sale of other than tangrble pelsonal property such as reai es-
tate, services and intangibles in Wisconsin, -

11. The performance of construction’ contracts and personal serv1ces
contracts in Wisconsin,

(b) How lo abtam riding. The guidelines in par. (a) as to what actmt:es
constitute “nexus™ shou d not be ¢considered all-inelusive.’A ruling may
be requested about a particular foreign corporation as to whether it is
subject to Wisconsin franchise/income taxes by writing to the Wisconsin
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Department of Revenue, Audit Technical Services Section, P.0. Box
8906, Madison, Wisconsin 03708

History: Cr. Register, January, 19'?9, \!o 277, eff. 2 1 79

+Tax 2.83 Requirements for written elecimns as (o recoghition of gain in
eerlam corporation liquidations. {ss. 71.02 (2) {a} and (b);71.31743) and
71,333, Stats.) (1) To qualify for the beneﬁts of section 333 of the inter-
nal revenue code in computing Wisconsin taxable income, a qualified
electing shareholder, other than a corporate shareholder shall file with
the department {edel 4l form 964 in accordance with the instruetions con-
tained thereon within 30 days of the adoptlon of the p]an of ltqmdatton

{2) T'¢ qualify for the benefits of 5. 71. 333 Stats., a corporation, other
than an excluded corpuratlon whichis a quahﬁed electmg shateholder,
must file with the departthent federal form 964 In accordance with the
instructions contained thereon w1thm 30 days of the adoptlon of the pian

_of liquidation, Sergoed

(3) Another copy of the f01 m 964 shell be'attached toand made a part

of the shareholder’s income or franchise tax return for the taxable year in
--which the transfer of all the property under the liquidation occurs

(4) Once made, an election cannot subsequent]y be changed
(5) Written elections shall be malled to the Wlscm]sm Department of
‘Revenue, P.O. Box 8908, Madison, Wisconsin 53708

History: Cr, Reg:ster, January 1979, No, 277 eff 2-1.79; am. (1) Reglster, September,
;_E!}S.‘j,\fo 333, eff. 10-1-83. . : T I R A TR O

“Fax 2.86 Inconie to corporalmns from cancellation of gevernment con-
tracts. (5. 71.03 (1} (k), Stats.) Amounts claimed under cance!led gavern-
ment confracts not reported in the return for the year in which'claim
therefor was filed must be included as income in the!year in which sueh
clalm is, allowed .

TR oA
RE LR s

}!utor) 1- 2-56 am, Reglster March 1966, No 123, eﬂ 4+ 1 Eﬁ

Tax 2.87 Reduciion of delmquenl inlerest rafe under s. 7. 13 (l) (b),
Stats. ('s. 71.13:(1) (b}, Stats.) (1) PROCEDURES. The secretary.may re-
duce the delinquent interest rate from 18% to 12%per year when the
secretar- determines the reductlon fair and equltable, 1[ the person f rom

'fwhom deimquent taxes are omng

Peoppey o .,‘- ‘..-.,‘--"f.f

(a) Requests the reductlon inwr |tmg, addlessed to the W:sconsln De-
partment -of ‘Revenue; Dellnquent Tak:.Collection: System, P.O. Box
8901 Mad:son Wlsconsm 53‘708 » :

(b) Clearly 1l1d1cates why it is falr and equ1table f(n therateof mterest
to be reduced. Information regaldmg one or more of the factors under
sub, (2) may be indicated.

sioupivtee B4

UG e e e

{e) Is current in all return and report filings and tax payments for all
matters other than the delinquencies for which interest reduction is be-
mg sought

(d) Pays tile taxes, reduced amount of mterest and any penaltles asso-
ciated with them within 30 days of recelvmg notlce from the depal tment
of the reduction. _ - :
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(2)° FACTORS FOR SECRETARY'S CONSIDERATION. In determining
whether an interest rate reduction is fair and equitable, the secretary
may consider the following factors:

(a) The taxpayer's prior record of reporting and payment to the de-
partment,

(b) The taxpayer s financial condition.

{e) Any circumstances which may have prevented payment such as
death, imprisonment, hospitalization or other institutionalization,

{d) Any unusual circumstances which may have caused the taxpayer
to incur the delinquency or prevent its payment.

(e) Any other factor which the secretary belleves pertinent.

{3) DETERMINATION NOT APPEALABLE. The secretal y s determmatxon
under th:s rule i is not appealable

leor) Cr. Reglster, February, 1979, No. 278 eff. 3-1-79; am. (1) {intro. ). Reglster, Sep-
tember, 1983, No, 333, eff. 10-1-83,

Tax 2,88 Inferest rates. (ss. 71.09 (B}, 71.10 (5) and 71,13 (1) (a),
Stats,) (1) INTEREST ON UNPAID TAXES WHICH ARE NOT DELINQUENT. Un-
paid tndividual income or corporate franchise or income taxes which are
not delinquent but which are assessed by the department on or after Au-
gust- 1, 1981 shall bear interest computed at the rate of 12% per year
from the due date of the taxes to the date paid or delinquent.

(2) INTEREST ON REFUNDS (a) Any refund of individual income or cor-
porate franchise or income taxes shall include interest as follows:

I It the tax being refunded is from a return which hasa filing due date
on ‘or after November 1, 1975 interest shall be computed at the rate of
9% per year from the due date of the return to the date paid by the
department.

,.If the tax being refunded is from a return which has a filing due date
DI‘iOl‘ to November 1, 1975 interest shall be computed at the rate of 6%
per.year from the due date of the return to October 31, 1976, and at the
rate of 9% per year from November 1, 1975 to the date pald by the de-
partment,

(b) However, for income and franchise taxes no interest shall be al-
Towed if the refund is paid within 90 days of the due date of the return or
the date the return was filed, whichever occurs later, This shall apply toa
refund of taxes resulting from an overpayment by declaration of esti-
mated tax as well as from withheld tazes,

(3) DELINQUENT TAXES. Any individual income or corporate franchise
or income tax delinquencies shall include interest at the rate of 1.5% per
month from the date on which the taxes became delinquent until the
taxes are paid.

(4) EXTENSION PERIODS. If an extension of tlme is granted for filing an
mdmdual income or a corporate franchise or income tax return, any
taxes owing with the return are subject to interest during the extension
period at the rate of 12% per year. However, if the return is not filed or
the taxpayer files but fails to pay the tax by the end of the extension
perlod the taxes owing become delinquent and shall be subject to delin-
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que(tlut interest under sub. (3) from the end of the extensmn per md untll
pai ,

Note 1: For unpaid non-delmquent taxes due prior to November 1, 1975, interest was com-
puted at the rate of 6% per year from the due date of the taxes to 0ctuber 31,1975, and at the
rate of 9% per ydar from November 1, 1975 to the date paid or delinguent.

2. For unpaid non-delinquent taxes due on or after November 1, 1975 and aﬁsé&sed‘by the
Department of Revenue before August i, 1981, interest was computed at the rate of 9% per
year from the due date of the taxes to the date paid or definguent.

3. Any individual income or-corporate franchise or income taxes which were delinquent
befere November 1, 1975 were subject to delinquent interest at the rate of 124 per menth from
the date the tax became delinquent te October 31, 1975 and at 1.5% per month from Novem-
ber 1, 1975 until paid.

History: Cr. Register, January, 1979, No. 277, e[f 2-1-79; r. and recr, (1) (3)and(4). Regis-
ter, September, 1983, No. 333, eff, 10- 1 83.

Tax 2.89 Pénaily for underpayment of estimated tax. (ss. 71.21 (11) and
T1.22 (8), Stats.) Any penalty imposed against an individual or corpo-
rate taxpayer for the underpayment of estimated tax shall be at the rate
of 12% per year on the amount of underpayment for the permd of un-
derpayment. .

lglglote: This rate was changcd from 9% to 12% I'or penalties assessed on or aftep August 1,

History: Cr, Reglster December, 1978, No. 2?(3 e[f 1-1-79: r, and rec. Reglster, Septem-
ber, 1983, No..333, off, 10-1-83.

Tax 2, 50 th]mldmg, wages. (s, 71,19 Stats } (1} ’I‘he term “wages”
means -’ “emuneration for services performed by an employe for his em-
ployer 88 specifically excepted under s. 71.19, Stats,

{2) The name by which remuneration for services is demgnated is 1m-
material. Thus, salaries, fees, honuses, commissions on sales, commis-
sions on insurance premiums, pensions and retirement pay, and supple-
mental unemployment benefits are wages within the meaning of the
statute if paid 25 compensation for services performed by the employe for
the employe’s employer.,

(3) The basis upon which the remuneration is paid is 1mmaterxal in
determining whether the remuneration constitutes wages. Thus it may
be paid on the basis of piecework, or a percentage of the profits, and may
- be paid hourly, daily, weekly, monthly or annually,

{4) Generally the medium in which the remuneration is paid is also
immaterial. It may be paid in cash or in something other than cash, as,
for example, stocks, bonds or other forms of property. (See, however, s,
71.19 (1) (1), Stats,, relating to the exclusion from wages of remuneration
paid in any medium other than cash for services not in the course of the
employer’s trade or business). If services are paid for in a medium other
than cash, the fair market value of the thing taken in payment is the
amount to be included as wages, If the services were rendered at a stipu-
lated price, in the absence of evidence to the contrary, such price wili be
presumed to be the fair value of the remuneration received. If a .orpora-
tion transfers to its employes its own stock as remuneration for services
rendered by the employe, the amount of such remuneration is the fair
market value of the stock at the time of the transfer.

(5) Remuneration for services, unless such r emune;l'ation is speéiﬁcally
excepted by the statute, constitutes wages even though at the time paid
the relationship of employer and employe no longer exists between the
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person in whose employ the services were performed and the mdmdual
who performed them.

(6) In general, pensions and retired pay are wages subject to withhold-
ing. So-called pensions awarded by one to whom no services have been
rendered are mere gifts or gratuities and do not constitute wages.

. {T) Amounts paid specifically—either as advances or reimburse-
ments—{or traveling or other bona fide ordmary and necessary expenses
incurred or reasonably expected to be incurred in the business of the em-
ployer are not.wages and are not subject to withholding. Traveling and
other reimbursed expenses must be identified either by making a sepa-
rate payment or by specificaily indicating the separate amounts where
hoth wages and expense allowances are combined in a single payment.

(8) Amounts of so-called “vacation allowances” paid to an employe
constitutes wages. Thus the salary of an employe on vacation, paid not-
wnthstandmg his absence from work, constitutes wages.

(9} Any payments made by an employer to an employe on account of
dismissal, that is, involuntary separation from the service of the em-
-ployer, constitutes wages regardless of whether the employer is legally
-bound by contract, statute or othermse to make such payments

(10) Any amount, deducted by an employer from the remuneration of
an employe is considered to be a part of the employe’s remuneration and
is considered to be paid to the employe as remuneration at the time the
deduction is made. 1t is immaterial that any act or law reguires or per-
mits such deductions..

(11) The. term “‘wages" includes the amount paid by an employer on
behalf of an employe, without deduction from the remuneration of or
other reimbursement from the employe, on account of any tax imposed
upon the employe by any taxing authority,

{12} The valize of any meals or lodging furnished to an employe by his
empioyer is not, subject to withholding if the value of the meals or lodg-
ing is excludable from the gross income of the employe under the provi-
sions of the internal revenue code, as defined in 8 T71.02 (2) (b), Stats.

(13) Ordinarily, facilities or pr ivileges {such as entertainment, medical
services, or so-called "courtesy” discounts on purchases) furnished or of-
fered by an employer to his employes generally, are not considered as

~wages subject to withholding, if such facilities or privileges are of rela-
tively small valie and are offered or furnished by the employer merely as
a means of promoting the health, good will, contentment or efficiency of
hls employes

(14) T}ps or gratultles paid directly to an employe by a customer of an
cmp]oyer, are excepted from withholding only if the tips are non-cash
tips or if the cash tips received during the course of a month are less than
$20

'(15) Withholding is hot required:

(a) Upon amounts paid to an employe by the employe’s employer
under a wage contintation plan for a period during which the employe is
absent from work on account ‘of personal injuries or sickness if such
amounts are exempt from withholding taxation under the internal reve-
nue code, as defined in s, 71.02 (2) (b), Stats,
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by When an employe certifies to an employer that the employe in-
curred no Hability for income tax for the preceding taxable year and an-
ticipates not incurring a Hability for the current taxable year.

History: Cr. Register, January 1963, No, 85, eff, 2-1.63; 1. and reer. 112), er, (15), Register,
\I arch, 1466, Na, 123 of, 1-1-66; am. 12) (HaandtlS:,Reglster,July, 1978 No, 271, eff. 8-1-

Tax 2.9 Witlthelding; kscal year taxpayers. (1) Except as provxded in
sub. (2. hereof, amounts withheld pursuant to s. 71,20, Stats., in any
calendar year shall be allowed as a credit for the taxable year beginning
in such calendar year. If more than one taxable year begins in'a calendar
year, such amount shall be allowed as a credit for the last taxable year s0
beginning.

t2) Any employe who reports his income for taxation to the state of
Wisconsin on an income year other than the calendar year shall be al-
lowed as a credit for any such fiscal year amounts withheld by his em-
ployer in such fiscal year provided his employer, on or before the end of
the first month following the close of such fiscal. year, shall voluntarily
furnish such employe with 2 legible copies and the department of revenue
with one legible copy of a writfen statement, adapted to such fiseal year,
but otherwise consistent with the written statement referred to in s.
71.10 (&) ra}, Stats., and the employe ﬁles a copy of such statement along
with his fiseal year 1eturn :

History: Cro Regnster \[arch 1963, No. 87 eif 4 1-66; am. Reg:ster, Bobruary. 1975 No
230, off, 3- 1- 'I

Tax 2.92 Withholding tax exemptions. (ss ‘71 20 (9) (e); (14) (16) and
122), 8tats.) (1) Anemploye may claim the same number of withholding
exemptions for Wisconsin as are allowable for federal withholding pur-
poses. An employe who elects to have the same number of Wisconsin
withholding exemptions as are allowable for federal purposes shall notify
his or her employer of this election, An employe making this clection s
not required to complete a Wisconsin withholding exemption certificate,
form WI-4. An employe who claims a:different number. of withholding
exemptions. for Wisconsin than for federal withholding. purposes shall
provide his ot her employer with.a completed Wisconsin withholding ex-
emptlon cer tificate, form w4,

(2] An employe who had incurred no W]SCOIISIH income tax hablllty for
the preceding taxable year and anticipates no liability. for a current tax-
able year shall be exempt fromn withholding if the employe provides his or
her employer with ‘a completed form WT-4, “Employe’s Wisconsin

g Wlthholdmg Exemption Certificate’!, For this ) purpose; a tax liability is
“incurred” i the employe had for the preceding year, or anticipates for
the current year, a net Wiseonsin income tax due, L.e., gross tax less per-
-sonal exemptions on a Wisconsin return. If an Employe is married, the
.net tax of the employe’s spouse shall not be'considered i m determmmg if
" the eniploye may claim this exemption. B

i3) (a) Effective April 1, 1979, an employe may enter into a wr 1tten
agreement with his or her employel to withhold a lessel* atiount of tax
than indicated in the withholding tax tables, if the employe determines
the lesser amount approximates, the employe s anticipated income tax
“liability for the year, Form WT-44A, “‘Wisconsin Employe Withholding
Agreement”, shall be used for this purpose and a completed copy of the
form shall be sent by the employe to the department within 10 days after
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it is filed with the employer, If the employe fails to notify the department
within the required 10 days, he or she shall be subject to a penalty of $10,
as provided by s. 71.20 (22) (¢}, Stats.

{b) The agreement between the employe and employer shall _be re-
newed each year. For calendar year taxpayers, the agreement expires on
"April 30 of the year immediately following the year in which it was en-
tered into. For fiseal year taxpayers, the agreement expires 4 months fol-
lowing the close of the fiscal year in which entered into. To renew the
agreement, an employe shall provide a new form. WT-4A to his or her
employer and submit a copy of the completed form to the department as
provided in par. (a). If a new form WT-4A is executed before the expira-
tion dates described in this paragraph, it shall supersede the previous
agreement, o :

{e) If the department determines that an agreement would re'sult. inan
insufficient amount of tax being withheld, the department may void the
agreement by notification to the employer and employe.

" {d) Section 71.20 (18), Stats., provides that any employe who enters
into an agreement with the intent to defeat or evade the proper with-
holding of tax, shall be subject to a penalty equal to the difference be-
tween the amount required to be withheld and the amount actually with-
held for the period that the incorrect agreement was in effect. .

{e) Under s. 71.20 (22) (e), Stats., any employe who willfully supplies
an employer with false or fraudulent information regarding an agree-
ment with the intent to defeat or evade the proper withholding of tax
may be imprisoned not more than 6 months or fined not more than 3500,
plus the costs of prosecution, or both. ' ’

“'Note: Forms WT-4 and WT-4A may be obtained by mail request to Wisconsin Department
of Revenue, P.O, Box 8903, Madison, Wisconsin 53708.

History: Cr. Register, November, 1977, No, 263, eff, 12-1-77:am. (1) and (2), er. (3), Regis-
ter, September, 1983, No. 333, eff. 10-1-83.

- -Tax 2.93 Withholding from wages of a deceased employe and from death
henefit payments. (ss.71.19(1)(j) and 71.20(1), Stats.) (1) GENERAL. Sec-
tion 71.26(1), Stats,, requires employers to withhold Wisconsin income
tax from payments of wages “to an employe”, Various types of pay-
ments are made to the estate or to beneficiaries of a deceased employe
which resulted from the deceased person’s employment. The department
shall follow the federal internal revenue service’s policy in determining
whether withholding of income tax is required from such payments.

{2) PAYMENTS SUBJECT TO WITHHOLDING. An uncashed check origi-
naily received by a decedent prior to the date of death and reissued sub-
sequently to the decedent’s personal representative shall be subject to
withholding of Wisconsin income tax.

(3) PAYMENTS NOT SUBJECT TC WiTHHOLDING, The following types of
payments to a decedent’s personal representative or heir shall not be sub-
ject to withholding of Wisconsin income tax:

(a} Payments representing wages acerued to the date of death but not
paid until after death.

{b) Acerued vacation and sick pay.

{¢) Termination and severance pay.
Register, September, 1983, No. 333
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(d) Death benefits such as pensnons, annuities and distributions from a
decedent’s interest in an employer’s qualified stock bonus. plan or proﬁ
sharing plan (s. 7L.19(1)(1), Stats.}. :

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

Tax 2.935 Reduction of dclmqucnl interest rate under s, 71.20 (‘3) (c),
Stats. (s: 71.20 (5) (c), Stats.} (1) PROCEDURES, The secretary may re-
duee the delinquent interest rate from 18% to 12% per year when the
secretaty determines the reduction fair and eqmtable, lf the person frr om
whom delmquent taxes are owing:

(a} Requests the reduction in writing, a(ldressed to the Wlsconsm De-
partment of Revenue, Delinguent Tax Collection System, P O Box
8901, Madison, Wisconsin 53708.

(b):Clearly indicates why-it is fair and equitable for the rate of interest
to be reduced, Information regar dmg one or more of the factors undet
sib. {2) may be indicated.. . o v

(c) Is eurrent in all return and report filings and tax payments for ali
matters other than. the delmquencles for whlch 1ntetest reduction s be-
ing scught : .

ey

(d; Pays the wtthholdmg taxes, Ieduced amount of inter est and any
penalties associated with them within 30 days of 1ecetvmg notlce from
the department of the reduction. . .

(2) FACTORS FOR SECRETARY'S CONSIDLIIATION In determmmg
whether an interést rate reduction is fair and equltable, the semetary
may consider the following factors:

(a) The taxpayer’s prior recmd of reporting and payment to the de-
partment. S

{b) The taxpayer's financial condition,

fc) If the taxpayer is a natural person, any c1rcumstanceé whtch: may
‘have prevented payment such as death, Imprlsonment hosp:talizatlon
or other mstitutlonahaatxon.

{ d) Any unusual cncumstanees Whlch may have caused the taxpayer
to incur the delinquency or prevent its payment

. {e) Any other fac?;_or which the secretalyb_e.l;evespertment. S

(3) DETERMINATION NOT APPEALABLE. The se"cretary's determination
under this rule is not appealable.

History: Cr, Register, February, 1979, No. 278; eff. 3-1-79; am.’ (I) (intro. ), Regwter, E:ep
tember, 1983, No. 333, eff. 10-1-83.

Tax 2.94 Tax sheliered annuifies, (s 71 03(2)(d), Stats.) (1) GLNERAL
{a) For many years members of the state teachers' retirement system
haye had the privilege of paying in voluntary additional deposits, {o pro-
vide additional retirement income to supplement normal retirement ben-
efits. In January of 1964 it became possible for such members to pay in
additional deposits under a new program known as the “Tax Sheltered
Annuity Plan.

(b) When a tax sheltered annuity is purchased for an employe by a
publie school system or by an exempt educational, charitable or refigious
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organization, the deposit used to acquire this annuity may be excluded
from the employe’s gross income in the year of payment under section
403(b) of the internal revenue code, Accordingly, since January 1, 1965,
when Wisconsin adopted the infernal revenue code as the basis for com-
puting Wisconsin taxable income, these payments also have been ex-
cluded from employes’ taxable income for Wisconsin income tax pur-
poses, Prior to that date, such payments were taxable for Wisconsin
income tax purposes. - '

{¢) All benefits patd under tax shelfered annuity contracts, including
withdrawals, death benefits or annuities, are included in federal taxable
incé)me when received, The Wisconsin treatment is deseribed in subs, (2)
and (3).

(2) SeEction 71.03(2){d) EXEMPTION, Normal refirement benefits re-
ceived from systems enumerated in 8. 71.03(2)(d), Stats., are exempt as
provided by that section. However, benefits received from tax sheltered
annuity deposits administered by such systems do not qualifly for the
exclusion from Wisconsin taxable income provided by that statute. Tax
sheltered annuity benefits shall be treated the same for Wisconsin income
tax purposes as for federal income tax purposes; that is, they shall be
in¢luded in'gross income. o

(3) STATE TEACHERS RETIREMENT SYSTEM ANNUITY BENERTS. {a) Tax
sheltered ahnuity benefits received by retired teachers on and after Janu-
ary 1, 1974 shall be included in income. No subtraction modification
from federal adjusted gross income shall be allowed, except as provided

in par. (c_).

(b} Tax sheltered annuity benefits received on or before December 31,
1973 shall be considered nontaxable, A subtraction modification under s,
71.05 (1)(b)4, Stats., shall be permitted for such benefits as were in-
cluded in federal gross income, oo : ‘ ‘ '

..(e} If a school system purchased a tax sheltered annuity for an em-
ploye prior to January 1, 1965, and the employe paid a Wisconsin income
tax on the tax sheltered annuity deposit which was used to pay the 1964
annuity premium, a subtraction modification under s. 71.05(1)(b)4,
Stats., shall be allowed for the tax sheltered annuity benefits received on
or after January 1, 1974 which are included in federal income and upon
which the employe previously paid a Wisconsin income tax. -

The allowable subtraction modification is the amount of deposit on
which the Wisconsin tax was previously paid less that portion, if any, of
the tax sheltered annuity benefits excludable from.Wisconsin income be-
cause of receipt prior to January 1, 1974, as illustrated in the following
examples which assume that the taxpayer files its tax return on a calen-
dar year basis: '

Frample I: An employe made a deposit of $200 for the purchase of a tax sheltered annuity
in 1964, and this amount was included in Wisconsin taxable income, When the employe re-
tiresafter January [, 1974, a subtraction madification under section 71.05(1)(b)4 is permitted
for the first $200 of tax sheltered annuity benefits received. All subsequent benefits are taxable
with no subtraction modification allowed, .

Erample 2;: An employe made a deposil of $300 for the purchase of a tax sheltered annuity
in 1964, and this amount was included in Wisconsin taxable income, The employe retired
prior to December 31, 1973, and $120 of such benefits received were not included in Wisconsin
faxable income. A subtraction modification under section 71.05(1)(b)4 is permitted for the
next $180 (3300 - $120) received after January f, 1974. All subsequeni benelfits are taxable
wilh no subtraction modification altowed.
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Ezample 3: An employe made a deposit of $160 for the purchase of a tax sheltered annuily
in 1964, and this amoun! was included in Wisconsin taxable income. The emplaye retired
prior to December 31, 1973, and treated $200 of such benefits as nontaxable for WVisconsin
income tax purposes, Al such benefits received after January i, E974 are {axable wath no sub-
traction modification allowed.

History: Cr, Reglsler, April, 1978, No. 268, e[f B- 1-78 - , L
“Tax 2,945 Spousal individual retirement contributions, (S. 71.02(2) (b) 8,
(d) and (e), Stats,) (1) PURPOSE. The purpose of this rule is to define the

Wisconsin income tax treatment of a spousal, 1nd1v1clual retir ement con--

tribution.
(2) DEFRINITIONS, In this rule

{a) “Qualifying individual” means an individual to whom a deduction
is atlowable under section 219 (a) of the internal revenue code,

" {b) “Qualifying individual retirement contribution” mieans contribu-
tions which are deductible under section 219 of the internal revenue code,

({3} “Spousal individual retirement contrlbutlon means the amount
al]gwable a8 a deduction undefl section 219 (e) of the mternal Tevenue
code.

{ 3) FEDERAL Law, Under section 219 {c)of the mternal revenue code,
qualifying individual may deduct, in addition to the amount allowable
under section 219 (2} of the internal revenue eode, an additional amount,
not exceeding $2,000 for contributions by or on behalf of the individual
to an individual retirement plan established for the benefit of the individ-
ual’s nonworking spouse, if the qualifying-individual files a joint federal
income tax return for the taxable year to which the contribution applies
and the nonworking spouse has no compensation for the year, The total
amount deductible on a }omt return is limited to the lesser of 32,250 or
the qualifying individual's earned income for the year, Unders. 71.02 (2)
{b) 8, Stats., the amount of contributions to an individual retirement
plan deductlbie by an individual on a Wisconsin income tax retmn is
determmed under the mternal revenue code,

(4) DEDUCTION ALLOWABLE. (2a) Spousal irdividual retuement contrx-
butions shall be deductible from gross income in deterniining Wisconsin
adjusted gross income on an individual's Wisconsin income tax return.

* (b} The Wisconsin statutes require each spouse to file 2 return and
compute his or her Wisconsin taxable income or loss separately, Under
this principle of separate determinations of taxable income, each spouse
shall be allowed to deduct only the quailfymg indtvidual retlrement con-
tributions miade to his or her individual retirement plan,

Note: The foltowing examples illustrate the Wisconsin tax treatment of contributions to in-
dmdual retlrEment plans for an individual and a nenworking spouse:

E:mmp!e 1: Mr. X has earned income of 520,800 in 1982 and establishes individual retire-
ment aceounts for himself and his nonworking spouse, who received $5040 of taxable interest
income during 1982, Timely contributions totalling 52,000 were made to his account and $250
was contributed to his spouse’s account for 1982, Mr. X may deduct a maximum of $2,006 on
h;s 1982 Wisconsin income tax return and hts wife may deduct the $250 contributed to her
plan.

Example 2: Same factsas example 1 except 51,000 is conlnbuted to Mr. X’sretirement plan
and $1,250 to his wife's plan. In this situation, Mr. X may deduct a maximum of $1,000 while
$1,250 is deductible by his wife, Since Mrs. X received only 5500 of taxable income (interest)
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in 1982, she does not receive a Wisconsin tax benefit for 5750, the excess of the $1,250 retire-
ment contribution to her plan over her taxable income. :

Uistory: Cr. Register, January, 1983, No. 325, eff. 2-1-83,

Tax 2.95 Reporling of installmend sales by natural persons and fiduci-
aries. (8. 71.02 (2) (b) and 71,07 (1), Stats.) (1) GENERAL PRINCIPLES, (a)
Installment sales. Sales of real or personal property may be made under
installment arrangements which provide for part or all of the sales price
to be paid after the close of the tax year in which the sales are made.
Under the installment method of reporting income, the gross profit from
these sales may be prorated over the period in which payments under the
installment arrangement are received. Losses may not be reported under
the installment method.

(b) Sale of installment obligation. If a taxpayer reports a sale on the
installment method and later sells or disposes of the installment obliga-
tion (i.e., the taxpayer’s right to the unpaid instaliments), a gain or loss
from the transaction is usually recognized in the year of disposition of the
installment obligation. : : :

(2) Law. (a) The Wisconsin tax treatment of installment séles by nat-
_ ural persons and fiduciaries is determined under the infernal revenue
code in effect under s, 71,02 (2) (b), Stats.

(3) SITUS OF INCOME. (a) Prior lo 1975, For taxable years prior to 1975,
8. 71.07 (1), Stats., provided that for Wisconsin income taxation pur-
poses, income or loss derived from the sale of real property or tangible
personal property followed the situs of the property. Interest income and
income or loss from the sale of intangible personal property followed the
situs of the residence of the recipient. ' ’

© (b) 1975 and thereafter. Beginning with the 1975 taxable year and
thereafter, s. 71.07 (1), Stats., provides that all income or loss of resident
individuals shall follow the residence of the individual. A nonresident’s
income or loss derived from the sale of real property or tangible personal
property follows the situs of the property. Interest income of a nonresi-
dent and income from the sale of intangible personal property foltows the
situs of the individual’s residence,

" (4) TAXATION OF PROCEEDS FROM INSTALLMENT SALE OF INTANGIBLE
PERSONAL PROPERTY., Upon the sale of intangible personal property re-

ported under the installment method: . ,
(a) Resident seller, 1f the seller is a Wisconsin resident, the portions of
each installment payment that represent gain and interest income from
“'the sale which are received while the seller is a Wisconsin resident are
" taxable by Wisconsin. '

(‘b) Nonresident se”er. If the seller is not a Wisconsin resident, the por-
tions of each installment payment that represent gain and interest in-
come from the sale are no! taxable by Wisconsin.

{56} TAXATION OF PROCEEDS FROM INSTALLMENT SALE OF REAL PROP-
ERTY OR TANGIBLE PERSONAL PROPERTY. Upon the sale of real property
or tangible personal property reported under the installment method:

‘(E‘i) Wisconsin properly. 1. If the property is located in Wisconsin and
the seller is a Wisconsin resident, the portion of each instaliment pay-
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ment that represents gain and interest incomne from the sale is taxable by
Wisconsin,

2. If the property is located in Wisconsin and the seller is not a Wiscon-
sin resident, the portion of each installment payment that represents
gain is taxable by Wisconsin. Interest income of a nonresident is nof tax-
able by Wisconsin, '

{b) Out-of-state property. 1. If the property is located cutside of Wis-
consin and the sale occurred prior to 1975:

a. If the seller is a Wisconsin resident, the portion of each installment
payment that represents gain is not taxable by Wisconsin regardless of
the year in which received. Interest income from the sale is taxable by
Wisconsin.

b. If the sefler is not a Wisconsin resident, the portion of each install-
ment payment that represents gain and interest income from the sale are
not taxable by Wisconsin.

2. If the property is located outside of Wisconsin and the sale oceurred
in taxable year 1975 or thereafter:

a. If the sale ocewnrred while the seller was a Wiseonsin resident and the
seller is a Wisconsin resident at the time installment payments are re-
ceived, the portions of each of these installment payments that represent
‘gain and interest income from the sale are taxable by Wisconsin, How-
ever, if the seller no longer is a Wisconsin resident when installment pay-
ments are received, the portions of each of these installment payments
%}gt represent gain and interest income from the sale are not taxable by

isconsin, oo

b. If the sale occurred while the seller was not a Wisconsin resident and
the seller is & Wisconsin resident at the time installment payments are
received, the portion of each of the installment payments that represents
gain is not taxable by Wisconsin, but interest income from the sale is
taxable. However, if the seller is not a Wisconsin resident at the time
installment payments are received, the portions of each of these install-
ment payments that represent gain and interest income from the sale are
not taxable by Wisconsin.

{6) TAXATION OF PROCEEDS FROM SALE OF INSTALLMENT OBLIGATION,
An installment obligation (i.e., an individual’s right to unpaid install-
ments from the sale of property) is intangible personal property. Any
gain or loss from the sale of an installment obligation follows the resi-
dence of the seller. Therefore, any gain or loss of a Wisconsin resident
must be included in, or substracted from, Wisconsin taxable income,

Example: In 1975, while an Iowa resident, a taxpayer sold Wisconsin real estate on a land
contract and elected to report the sule on the installment method, The selling price of the land
was $2,000, In an earlier year the seller acquired the land for $1,500. In the year of the sale the
seller received a down pa{ment of 5400. On January 1, 1976, the seller became a Wisconsin
resident, and an June 30, 1976, the seller recelved an mstallment payment of $400 and interest
of 5100, On July i, 1976, the seller sold the land contraet (“*.C") obligation for $1,000, The
seller’s Wisconsin taxable income from these transactions is as follows:
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1975: ) A
8elling price of land {also contract price} $ 2,000
Cosl of land (seller’s basis) (1,500}
Gross profit _S__u_ﬂ
Gross profit percentage (3500 + S2,000) 25%
Payment received in 1975 5 4Q0
Wisconsin taxable income (26% x $400} 5 100
1976:
Amount of insialiment payment reportable as Wis-
consin income (25% x S400) s 100
Interest income received 100
Amount realized from sale of LC obligation $ 1,000
Unpaid balance of the LC obligation 1,200
Amount of income reportable if the balance was paid
in full (25% x $1,200) _{300)
Adjusted basis of LC obligation {900)
Gain from sale of 1.C obligation 100
Wisconsin taxable income § 300

History: Cr. Register, January, 1979, No, 277, eff, 2-1-79; r. and recr, {2y and (6) (b) 2.a. and
b., am, {4) (a} and (b), (5) (b) L.a., Register, September, 1983, No. 333, ff. 10-1-83.

Tax 2.955 Credit for income taxes Paid to other states. (s, 71.09(8),
Stats.) (1) DERNITION. In this rule, “state’” means the 50 states of the
United States and the District of Columbia, but does not include the
commonwealth of Puerto Rico or the several territories organized by
Congress,

(2) CREDITS ALLOWABLE. For taxable years 1978 and thereafter, ex-
cept as provided in sub. (3), an income tax credit may be claimed by a
Wiseonsin resident individual, estate or trust for any net income tax paid
to aﬁiother state upon income of the individual, estate or trust taxable by
such state. L

‘ {3) CREDITS NOT_ALLOWED. An income tax credit shall not be allowed
or;

{a) Income tax paid to Illinois, Indiana, Kentucky, Maryland, Michi-
gan or Minnesota on persomal service income earned in these states in-
ctuded under a reciprocity agreement (see s. Tax 2.02),

_ (b) Income tax paid to another state on income not considered taxable
income for Wisconsin tax purposes. :

(e) Income tax paid to a county, city, village, town or foreign country.

- (4) How TO CLAIM A CREDIT. The amount of income tax credit claimed
shall be entered on the line entitled “Net income tax paid to other
states” on Wisconsin income tax return form 1. The credit shall not ex-
ceed the Wisconsin net tax. To verily the eredit claimed, the following
information shall be attached to IP'orm 1 or 1A in the following situations:

(a) If the credit is based entirely on tax withheld and a refund is due
from the other state, atfach a copy of the wage statement and that
state’s income tax return,

.(h) If there is a tax due on Lhe other state’s return or if estimated tax
puyments were made to that state, attach proof of payment of such
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amounts along with a copy of the wage statement and that state’s in-
come tax return, Proof of payment is not required to be attached to Form
1or TA if either the tax due or estimated tax payments do not exceed $50.

(5) YEAR [N WHICH TO CLAIM INCOME TAX CREDIT. The credit for in-
come tax paid to another state shall be claimed on the Wisconsin return
for the year in which the out-of-state income is considered taxable Wis-
consin income.

‘ I?:me: An example of the time for claiming the credit referred to in sub. (b} of 5, Tax 2.955
ollows: -

A Wisconsin resident recelves income of 84,000 in 1980 from rental property located in
Towa. The person files a 1980 declaration of estimated tax of 5200 with Towa, with S150 of
declaration payments being made in 1980 and the fourth quarter payment of $50 being made
in January 1981, The Towa i income of $4,000 is reported as income on the 1980 lowa and Wis-
consin returns. The 1980 Towa income tax return shews the fallowing:

1980
lowa Return
Towa Rental Income $ 4,000
lowa Net Tax (amount to be claimed as a credit on 1976 Wis-
consin refurn) $ 185
Declaration Payments . - $ 200
Refund : : s _d§

The taxpayer may claim a ““Credit for net income tax paid to other states” of 5185 on the
1980 Wisconsin return, even though a part of such tax was paid in 1981,

Histary: Cr, Register, December, 1978, No, 276, eff. [-1-79; an1. (4} {b}, Reglster January,
1981, No. 301, eff, 2-1-81;r. [2){a)and(b) (3)(b), am. (2} (c), (3} (d) and {4), renum. (3} (¢}
to be {3} (b), r. and recr. (5), Register, Septembser, 1983, No. 333, eff. 10-1-83.

Tax 2.96 Extension of time Lo file' corporation franchise or income tax re-
turns. (s. 71.10 (5) (a), Stats.) (1) GEnNeRAL, Corporation franchise or
income tax returns, forms 4 and 5, are due on or before the 156th day of
the 8rd month following the close of a corporation’s taxable year unless
an extension of time for filing has been granted. The returns may be filed
within the same extension period allowed for filing corresponding federal
income tax returns under the internal revenue code. In the alternative, a
corporation may obtain an extension from the department for a period
not to exceed 30 days, or not to exceed 6 months in the case of a coopera-
tive filing a return or a domestic international sales corporation, if the
extension is requested prior to the original due date of the return.

(2) PROCEDURE, (a) The 30-day or 6-month extension from depariment.
A request for a 30-day or 6-month extension, Form IC-830, from the de-
partment shall be filed in duplicate by the taxpayer prior to the original
due date of the tax return. A payment submitted with the extenstion re-
quest will be acknowledged on the copy of the extension request whlch is
returned to the taxpayer. -

( b) The 3-month federal e:c!ensimz. 1. A copy of federal extension Form
7004 shall be attached to 3 Wisconsin franchise or income tax return filed
under the federal antomatic 3-month extension provision for the Wiscon-
sin return to be considered timely filed.

2, A taxpayer using a federal extension who desires to minimize i_ntér-
est charges during the extension period may pay any estimated tax liabil-
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ity on or hefore the 16th day of the 3rd month following the taxable year.
This may be done by attaching a remittance either to an amended “Was—
consin Declaration of Estimated Corporation Franchise or Iricome Tax”
form or to a ¢opy of the federai extension {I‘orm 7004) and mailing them
to the department of revenue,

{¢) Additional federal extensions. If an additional extension of time has
been granted by the internal revemie service, a copy of both sides of the
extension, Ferm 7005, showing the action and signature of the district
direetor, shall be attached to the Wisconsin franchise or income tax re-
turn for that return to be considered tlmely filed.

(d) Federqgl termination or refusal lo grant extension. IE the internal reve-
nue service terminates or refuses to grant an extension, the correspond-
ing Wisconsin franchise or inconie tax'return shall be filed on or befme
the date of termination fixed by the internal revenue service.

' (8) INTEREST CHARGES AND LATE FILING FEES. (a) Any additional tax
due with the complete return which is not paid by the original due date is
subject to interest at:12% per year during the extension period and 1%2%
per'month from the end of the extension period untll the date of pay—
ment.

(BY Any requ:red 1nstaliments of estimated tax unpaid as of the origi-
nal due date of the return are subjeet to interest at 1%% per month until
paid regardless of any extensions granted for filing the return.

{c} A corporation return filed after the extension period is sub]ect toa
$10 late filing fee. .

(4) CONSOLIDATED RETURNS., Because Wlsconsm does not perm:t the
filing of consolidated returns, a copy of the automatie federal extension,
form 7004, and any additional fedéral extension, form 7005, shall be at-
tached to the Wisconsin franchise or income tax return of each member
of an affiliated group ﬁhng a WISCOHSln tax return.

(5) DOMESTIC INTERNATIONAL SALES CORPORATIONS Smce 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 fo]iowmg the end of the taxable year and the
DISC’s Wisconsin return, Forin 4 or b, is due on or befote the 15th day of
the 3rd month following the end of the taxable year, a federal extension
for a DISC cannot apply to the Wisconsin return, If a complete Wiscon-
sin return catinot be filed by the due date, the corporation may obtain an
extension from the department for 4 period not toexceéd 6 months, if the
extensmn is requested prior to the original due date of the return,

Note Requests for extensions and related correspondence, documents or rermttances shall
lggvrgglled to the Wlsconsm Deparlment of Revenue, P 0 Box 8908 Madlson, Wiseonsin

Hmor) Cr. Reglster, Fubruary, 1973 No, 266 eff, 3 1-‘?8 am. (1), (2y{a) am:l (e), (3} (a)
and {c) (4) and (5) Regaster, Septemher, 1983 No, 333, eff. 10-1-83.

: Tax 2 98 Dlswster aren losses (s 71 02 (2) (b), Stats; )- (1) GENERAL (a}
Hurricanes, fires, storms, floods, and other simtlar casualties may cause
persons to suffer losses from damage to property used for personal or bus-
iness purposes for which insurance coverage is nominal or nonexistent.
Losses sustained from casualties of this kind may be deductible on a fed-
eral and a Wisconsin income tax return.

Register, September, 1983, No. 333
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(b) If a taxpayet-sustains a ecasualty loss from a disaster in an area
subsequently determined by the president of the United States to war-
rant federal assistance, section 165(h) of the internal revenue code gives
taxpayers the election to deduct the loss on the return for the current tax
year or on the return for the immediately preceding tax. year.

(2) WISCONSIN TAX TREATMENT OF DISASTER LOSSES. (a) Individuals.
1.-'The Wisconsin inecome tax treatment for individuals is determined
gnder the federal mternai revenue code in effect under s. 71. 02 (2) (b),

tats .

2. If an individual desires to make the election after having filed a Wis-
consin income tax return for the preceding taxable year, the casualty loss
may be claimed by filing an amended Wisconsin return for that year, To
sm(;i)l:fy the ﬁlmg of an amended return, W:sconsm Form 1X may be
used. ,

{b) Corporations. The Wisconsin corporati_on tax.law is contained in
chapter 71, Stats., and is not referenced to the federal law in regard to
disaster losses. Therefore, the election provisions in the internal revenue
code are not available to corporations for Wisconsin franchise. and in-
come tax purposes. :

Note: {1) Asan example of the above, on March 23, 1976, the president of the United States
declared that 22 Wisconsin counties warranted assistance by the federal government tinder

the Disaster Relief Act of 1974, This resulted from the daihage during the severe rain and fee
storm which occurred March-1 through 12,1976 in the following 22 counties: . - -

Calumet - G lowa . Rack

Columbia Jefferson Sauk

Crawford LaFayette Sheboygan
. Dane Manitowoe _ Vernon

Dodge o tertMiwaukee -0+ Walworth
s Fond du Lae SRR Ozaukee - cwe . Washington

Grant - S -Richland - . - TR Waukesha -
. Green . . L i

¢

An individual whu sustamed a casualty loss from this disaster in any of these 22 countlm
(regardless of where that individual resided) could have elected to deduct the loss on the indi-
vidial's 19756 ‘Wisconsin income ta% return. The election had to have been made on or before
April 15, 1977 for calendar year taxpayers (assuming the due date for Aling the 1975 Wiscon-
sin reiurn was not extended beyend April 15 1977). 1t thu e!ectlon was not made, the loss was
deductlhte on the taxpaver s 1976 return

(2) Thxs rule explams some fer.[era[ pmvtslons relatmg to d:saster area lms and how the
Wisconsin law fer individuals conforms to the federal law. This rule does not explain all the
details regard;ng casualty losses; However, Internal Revenue Service Publication 547, enti-
tled “Tax Information on Disaster, Casualty Losses, and Thefts', may be helpful in under-
standing such details as how to deduct a casualty.Joss, what to do i the loss exceeds income,
_how to adjust the basis of property damaged or re{x]aced how to report the amount recewed
“from insurance or other sources, and rc!ated casualty loss probléms

Hmor) Cr. Register, Apr:l 1978 No 268, off, 5-1-18; r. {2), renum (3) to be (2) and am.
(2} (a)l anci (b), Reglsler, September. 1983, No. 833, off. 10-1-83, -

Ta\ 2 99 Lompuung 1975 Wisconsin net lasahle income mlh refercnce ic (he miemal revenue
fodc in effect on December 31, 1974, History: Cr. Register, April, 1978, Nu 268 eﬂ' 5— -‘?8 r.
' Register, September, 1983, No.: 333 eff. 1-1-83,

Tax 2.991 Computing 1976 Wisconsin net taxable income with reference to the mlcmai revenue
code in efect on December 31, 1975, History: Cr, Reglsler. Aprll 1978 No. 268, efi, 5 1-78; 1.
Register, September, 1983, No. 333, eff. 10-1-83. o

“Tax 2,992 Compuling 1977 Wisconsin nef 1axahle i inconte \ﬂlh referencc Lo Lthé internal revenue

code In effect on Decemhber 31, 1976. History: Cr. Register, December, 19?8 No 276, eff. I- 1—
79; r. Register, September, 1983 No. 338, eff. 10-1-83. . e

Register, September, 983, No, 333
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