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Tax 2.01 Residence, (s. 71.02, Stats.) Individuals claiming a change of
residence, i.¢., domicile, from Wisconsin to another state shall file form 1-
827, “Residence Questionnaire”; or the “Residence Questionnaire”
whlch is a part of the INPR income tax form, with the Wisconsin depart-
ment of revenue by attaching it to their Wxsconsm income tax return for
the year they claim fo have changed residence, and shall furnish other
information the department may reguire.

Note: Form [-827 or form INPR may be obtained from the Department of Revenue at
4638 University Avenue, Madison, or from any other Department of Revenue office located
throughout the state, or by mail request to Wisconsin Department of Revenae, P.O. Box
8903, Madison, Wisconsin 53708

Hislory: 1-2-56; r. (1}; renum. (2) ta be (1); renum. (3} to be (2) and am,, Register, Septem-
ber, 1964, No. 105, efl. 10-1-64; am. Register, February, 1975, No. 230, efl. 3-1-75; r, (1),
renum, [2) and am., Register, July, 1987, No. 379, off. 8-1-87; am. Register, February, 1990,
No. 410, eff, 3-1-80,

Tax 2.02 Rec:proclty (ss, 71.05 (2) and 71.64 (8), Stats.) {1) PURPOSE.
This section explains the reciprocity agreements between Wisconsin and
other states.

(2) DerINITIONS. The following definitions pertain only to Wisconsin.
Definitions of the same terms in other states may vary. In this section:

{a) “Personal service income"” means all salaries, wages, commissions
and fees earned by an employe and all commissions and fees earned by a
self-employed person in the conduct of a profession or vocation. Personal
service income does not include income derived from activities involving
the substantial use of capital or labor of others.

(b) “Resident” mears a natural person who is domiciled in this state.

(3) WISCONSIN LAW. (a) Under 5. 71.05 (2), Stats., income earned by a

nonresident individual for performing personal services in Wisconsin
shall be excluded from Wisconsin gross income to the extent the individ-
ual’s state of residence imposes-an income tax on the personal service
income, if the state of residence allows:

1. A similar exclusion for personal service income earned by individu-
als domiciled in Wisconsin while working in that state; or

2. A credit against the tax irhposed by that state on the personal ser-
vice income equal to the Wisconsin tax on the personal service income.,

(b} Under s. 71.64 (8), Stats,, a Wisconsin employer of a nonresident
individual residing in a state with which Wisconsin has a reeiprocity
agreement under sub. (4) need not withhold Wisconsin income tax from
personal service income earned in Wiseonsin by the nonresident.
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{4) AGREEMENTS WITH OTHER STATES, (a) ‘Wisconsin has for mal reci-
procity agreements with:

1. Kentueky: for the years beginning on and after January 1, 1961.
2. Tllinois: for the years beginning on and after January 1, 1971.

3. Michigan: for income earned after QOctober 1, 1967 and yeals hegm-
ning on or after fanuary 1, 1968,

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

{b)Wiséonsin practices 1'eCibrocity with the following states on the ba-
sis of informal agreements and acquiescence by Wisconsin and the other
state:

" 1, Indiana: sinee prior to 1960.
2. Maryland: since prior to 1960.

{6) EFFECT OF RECIPROCI’I‘Y {a) Personal service income ineluded
under reciprocity agreements is taxed by an employe’s state of residence
rather than by an employe’s state of employment. Wisconsin will not tax
personal service income earned in Wisconsin by residents of states with
which Wisconsin has reciprocity and those states may not tax personal
service income which a Wisconsin resident earns in their states, except as
deseribed in subs. (8), (7), (8) and (10).

(b For personal service income included under reciprocity agree-
merits, an employer need only w1thhold income tax for the state of resi-
dence of an employe.

(¢) Federal law regulates w1thh0[dmg on. wages earned by employes
engaged in mterstate transportatmn aCtIVItlES.

Note: Additional information on withhalding on w '\gea earned b_\, emplm oS engaged m in-
terstate transportatlon activities may be obtained by writing the Wisconsin I)epartmeni of
Revenue, Cumphance Buroau P.0. Box 8902, \[adtson Wiscdnsin 53708 R

(6) PROVISIONS QF AGREE\{ENT WITH ILLINOIS. (a) ’l‘he rec:proc:ty
agreement with Ilinois is Hmited to “wages, salaries, commissions, and
any other-form of remuneration paid to employes for personal services.”
However, the agreement does not extend to fees.of lawyers, accountants
and other self-employed persons derwmg personal service income, to Iot-
tery winnings, or to personsidentified in pars: {¢} and (d).. :

(b} The I]lmms Income Tax Act, Article 15 sectlon 1501 (a) (20), de-
ﬁnes a resident as “an mdlvldual (i) who is in thls state for other than® a
temporary or transitory purpose during the taxable year; or (ii) ‘who is
domiciled in this state but is.absent [rom the state {for a temporary or
transitory purpose during the taxable year”, Because of the dlfferences in
the deﬁmtmn of restdent for Illinois.and Wlsconsm purposes, a_person
domieiled in Wisconsin may simultanéously be a resident of Illinois, 6r a
person may be domiciled in Illinois but not be a resident of Illinois.:

h\amplc A person Is domiciled in Wisconsin snd takes ‘ajobin Hlmms The person doesnat
intend to give up his Wisconsin domicile, but instead intends to returni to Wiseonzin dnce: h:s
job in iiliois is completed (2 to 3 years), Assume that Hlinois considers the person’s stay in
Tliinois as other than temporary or transitory. ’I‘herefore the person is d remden], of illinois.
'Fhe persdn is al:o a resldenl of quconsm because he is stll! domlctfed in, Wlsconsm ’

Note: The {nrm “lcmporary or transttory as used-in the deﬁmtmﬂ Df an Ilimoss ros;dent
set forth in sub. (61 {b) is not defined in either 1llinols law or regutations. Therefore, wi hether
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or not the purpose for which an individual is in, or is absent from, Illinois is temporary or
transitory in character depends upon the facts and circumstances of each particolar case,.

(e} The reciprocity agreement with Illinois does not apply to any form
of compensation deseribed in par, (a) paid on or after January 1, 1974 fo
any individual who, at the time of payment, is simultanecusly a resident
of Illinois and a domiciliary of Wisconsin. All income of this person is
taxable by Wisconsin, However, a credit against Wisconsin income tax
may be clalmed for i income tax pald to 1llinois.

(d) An md1v1dual who Is dom1c11ed in Hlinois but is not a reSIdent of
wmms is subJect to the Wisconsin income tax on income ear ned in
isconsin.

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

(8) PROVESIONS OF AGREEMENTS WITH INDIANA AND KENTUCKY The
reclproclty agreements with the states of Indiana and Kentucky are hm-
lted to wages, salaries and commissions.

(9} ProvisioNs oF MARYLAND LAW. Although no forma} agreement
with Maryland exists, s, 291 of the Maryland statutes is comparable to s.
71.05 (2), Stats., in that a nonre51dent may exclude from Maryland taxa-
tion, the income ' from salaries, wages and compensation for personal ser-
vices to the extent the state of residence of the taxpayer taxes income and
accords similar treatment to Mal yland residents. .

(10) PROVISIONS OF AGREEMENT WITH M INNESOTA {a) The reciprocity
agreement with Minnesota is limited to income from personal services,
mcludmg wages, salaries, tips, fees, commissions, bonuses, or similar
earnings, provided the taxpayer personally renders the services. The rec-
iprocity exclusion for personal service-inc‘ome does not apply where the
personal or professional service income is earned as a part of a business
operated by the taxpayer which has employes that do more than inciden-
tal duties for the business, or where there is the sale or delivery of goods
which is more than an incidental part of the business. A partner’s salary
from a partnership where the selling of goods or services of the employes
is more than incidental is subject to the reciprocity exelusion, but the

partnership profits are not excluded. Distributions from a tax-sheltered

annmty are aiso considered subject to the reciprocity exclusmn.

(b} To qualify for the reciprocity exelusion, the Minnesota agreement
requires the taxpayer to have a place of abode in Wisconsin, and the tax-
payer 1s reqmred to customanly return to it at least once a month,

(11) PROCEDURE FOR NONRESIDENTS. (a) Nonresident persons, other

than residents of Minnesota, employed in Wisconsin and residing in a
state with which Wisconsin has reciprocity shall file form W-220, “Non-
resident Employe's Withholding Reciprocity Deeclaration” with their
Wisconsin employers fo be exempt from withholding of Wisconsin in-
came taxes, Upon receipt of this form, Wisconsin employers may not
withhold Wisconsin income tax from Wisconsin personal service income
of the employe.
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(b} Persons who are residents of Minnesota employed in Wisconsin
shall fite form W-222, “‘Statement of Minnesota Residency”’, with their
Wisconsin employers to be exempt from withholding of Wisconsin in-
come taxes, Form W-222 should be filed within 30 days of beginning em-
ployment in Wisconsin, changing to a new employer in Wisconsin, or
establishing Minnesota residency while continuing to work in Wisconsin.
Upon receipt of this form, Wisconsin employers may not withhold Wis-
consin income tax from Wisconsin personal service income of the em-
ploye. To continue the exemption from year to year, a new form W-222 s
required to be filed by January 31 of each year.

(e} The reciproeity exelusion does not apply to Wisconsin lottery win-
nings of nonresident persons.

(12) PROCEDURE FOR. WISCONSIN RESIDENTS. (&) Wisconsin residents
employed in a state with which Wisconsin has reciprocity shall file form
1-E8, “Wisconsin Estimated Tax Voucher”, with the Wisonsin depart-
ment of revenue if their out-of-state employers do not withhold Wiscon-
sin income tax from their personal service income and if they will have a
sufﬁcident Wisconsin tax liability to be required to make payments of esti-
mated tax.

(h) Wisconsin residents may have their employers cease withholding
the other state’s income tax from their personal service income and may
claim a refund from that state if income taxes are withheld from their
personal service income after the effective date of a reciprocity
agreement. .

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

Note: Refer to s, Tax 2,955 for information on the eredit for tax paid to other states,

(13} DELINQUENT TAXES. Reciprocity agreements shall not affect the
withholding of delinquent Wisconsin income taxes, interest, penalties
and costs under s, 71.91 (7), Stats,

Note: Forms 1-ES, W-220 and W-222 and their instruetions may be obtained {ree of charge
by writing the Wiscansin Department of Revenue, P.0. Box 8803, Madison, W1 53708.

Out of state employers of Wisconsin residents wishing to withhold Wisconsin income tax
from those employe's incomes may contact the department’s Compliance Bureau, P.O. Box
8902, Madison, Wisconsin b3708.

History: Cr. Register, April 1978, No. 268, eff. 5-1-78; r, and recr., Register, March, 1981,
No. 423, eff. 4-1-91.
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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 allow-
able subtraction modification is the amount of deposit on which the Wis-
consin tax was previously paid less that portion, if any, of the tax shel-
tered annuity benefits excludable from Wisconsin income because of
receipt prior to January 1, 1974, as illustrated in the following examples
which assume that the taxpayer files its tax return on a calendar year
basis. )

Exemple 1: An employe made a deposit of 5200 for the purchase of a tax sheltered annuity
in 1964, and this amount was included in Wisconsin taxable income. When the employe re-
tires after January 1, 1974, a subtraction modification under section 71.05 (1) (b} 4 is permit-
ted for the first S200 of tax sheltered annuity benefits received. All subsequent benefits are
taxable with no subtraction modification allowed.

Eremple 2: An employe made a deposit of $300 for the purchase of a tax sheltered anauity
in 1964, and this amount was included in Wisconsin taxable income. The employe retired
prior to December 31, 1973, and $120 of such benefits recelved were not included in Wisconsin
taxable income. A subtraction modification under section 71,05 (1} (b) 4 is permitted for the
next $180 ($300 - $120) received after January 1, 1974. All subseguent benefits are taxable
with no subtraction modification allowed. - :

Example 3: Anemploye made a deposit of S160 for the purchase of a tax sheltered annuity
in 1964, and this amount was included in Wiseonsin taxable income. The employe retired
prior to December 31, 1973, and treated 3200 of such benefits as nontaxable for Wiseonsin
income tax purposes. All such benefits received after January 1, 1974 are taxable with no
subfraction modification allowed. R AR .

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

Tax 2.95 Reporting of installment sales by natural persons and fiduci-
aries. (5. 71.01 (6)and 71.04 (1) (a), Stats.) (1) GENERAL, The Wisconsin
tax treatment of installment sales by natural persons and fiduciaries is
determined under the infernal revenue code in effect under 5. 71.01 (6),
Stats. Installment sales may be made of either real or personal property.
Because for Wisconsin purposes, at the time of the sale, the seller may be
either a resident or nonresident, and the property may be realty or per-
sonalty, tangible or intangible, and may be located within or without
Wiseonsin, special situations that are not addressed in the internal reve-
nue code may arise which affect the reporting of the sale, '

(2) S1TUS OF INCOME. Unders. 71.04 (1) (a), Stats., all income or loss of
resident individuals shall follow the residence of the individual. A non-
resident’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
nonresident and income from the sale of intangible personal property fol-
lows the individual’s residence,

(3) TAXATION OF PROCEEDS FROM INSTALLMENT SALE OF INTANGIBLE
PERSONAL PROPERTY. (a) Resident seller. 1f the seller is a Wisconsin resi-
dent, the portions of each installment payment that represent gain and
interest income from the sale which are received while the seller is a resi-
dent of this state are taxable by Wisconsin. If the resident seller aban-
dons Wisconsin domicile and establishes residence in another state,
neither the gain nor interest payments received while a nonresident is
taxable by Wisconsin., .

{b) Nonresident seller, 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 not taxable by Wisconsin, If the seller subse-
quently becomes a Wisconsin resident after the sale, the portion of each
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installment payment received after becoming a Wiseonsin resident rep-
resenting galn Is not taxable by Wiseonsin, but the portion representing
interest on the instaliment note is taxable by Wisconsin.

(4) 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;

{a) Wisconsin property. 1. If the property is located in Wisconsin and
the seller is a Wisconsin resident, the portion of each installment pay-
ment that represents gain and interest income from the sale is taxable by
Wisconsin, o : - T

2. If the property is located in Wiseonsin 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) Oui—of—stale property. For property located outside Wisconsin
which is sold in taxable year 1975 or thereafter:

1. If the sale occurs while the seller is a Wisconsin 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
f‘;'%gt represent gain and interest income from the sale are not taxable by

isconsin, . - :

2. If the sale gecurs while the seller is not a Wisconsin resident and the
seller is a Wisconsin resident at the time installment payments are re-
ceived, the portion of each of the intallment 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.

" Note: For taxable years prior to 1976, s. 71.07 (1), Stats,, provided that for Wisconsin
‘income taxation purposes, income or loss derived from the sale of real property or langible
personal preperty followed the situs of the property. Interest Income and income or lass from
the sale of intangible personal property followed the individual's residence. Therefore, if real
property or tangible personal property which was located outside Wisconsin was sold on the
installment method prior to taxable year 1975: :

1) The portion of each installment payment that represents gain is not taxable by Wiscon-
sin regardless of whether the seller is a resident or nonresident of Wisconsin at tlhe time pay-
ments are received, regardtess of whether the payments are received in 1975 or in any subse-
quent year, ) :

2) The portion of each installment pz:f'ment that represents interest income is taxable by
Wisconsin if the seller isa Wisconsin resident at the time payments are received. If the seller is
a nonresident of Wisconsin at the time payments are received, the interest portion is not
taxable by Wisconsin, : ' S DS

(5) TAXATION OF PROCEEDS FROM SALE OF INSTALLMENT OBLIGATION,
If the sale of an installment obligation, i.e., an individual’s right to un-
paid installments from the sale of property, occurs while the seller is a
‘Wisconsin resident, gain or loss on the sale is taxable by Wisconsin. In-
ternal revenue code s, 453B provides that any gain or loss resulting from
the disposition of an installment obligation shall be considered as result-
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ing from the sale or exchange of the property in respect of which the
instaliment obligation was received, Therefore, if the sale of an install-
ment obligation oceurs while the seller is not a Wisconsin resident, gain
or loss on the sale is taxable by Wisconsin where the installment obliga-
tion resulted from the sale of real property or tangible personal property
located in Wisconsin. - - O Ca

Esample: In 1987 an llinois resident sells Wisconsin real estate for $1.40,000. The adjusted
basis of the property is $70,000 which results in a gross profit percentage of 50, The seller
recoives a down payment of 540,000 and an installment note of 5100,000 for the balance. In
1088, after receiving a 560,000 payrient on the principal plus interest of $4,000, the install-
ment obligation was sold for $45,000. Fhe seller’'s Wisconsin taxable income from these trans-
actions is as follows:

Wisconsin

: ) : o Income
1087 - Selling price . ' . S140,000
;- Wisconsin adjusted basis 70,000
Gross profit . o L § 70,000
Gross profit percent o 500,
DNown payment received: - -5 40,000
Profit reportable (50"« x $40,000: ) 20,000 § 20,000
Total Wisconsin Income S 20,000
1988 - Payment on principal received. . - $.60,000.
Profit reportable 150", x 560,000 . 30,000 S 30,000
Interest received 4,000 -0-
Sale of installment obligation:
Belling price {5,000
less basis - unpaid balance of -
540,000 less unpaid profit due
of $20,000 540,000 x 50"« 20,000
Gain on sate of installment obligation
1545,000 - $20,000¢ ) 25,000. 25,000
Tatal Wisconsin Income ) S 55,000

History: Cr. Register, January, 1979, No. 277, eff. 2-1-79; r. and reer. :2) and 15) 1b 2.4,
and b., am. t4 1 rarand (b, 151 (h) La,, Register, September, 1983, No. 333, eff. 10-1-83;r. and
reer, 1 1), 1. i21,1311a), 51b) 1. (intro.), 2. and b., renum. (3} (b) to be t21and am., repum, 141
tobe 135 and am., renum. : 51 1intro.) (a) to be (41 tintro.) ta.), renum, «5) (b1 21intro.a, and
b.tobe t41tby tintro.t 1. and 2. and am., renum. (6) ta be 151 and am., Register, March, 1991,
No, 423, off. 4-1-91, R

Tax 2.955 Credit for taxes paid to other states. (s. 71.07 (7), Stats.) (1)
DeriNiTION. In this seetion, “state” means the 50 states of the United
States and the District of Columbia, but does not include the common-
wealth of Puerto Rico or the several territories organized by Congress.

{2) CREDITS ALLOWABLE. {a) Except as provided in sub, (3), an income
tax eredit may be claimed by a Wisconsin resident individual, estate, or
trust for any net minimum tax or income tax paid to another state upon
income of the individual, estate or trust taxable by that state.

(b) Except as provided in sub. (8), an incoine tax credit may be
claimed by a Wisconsin resident shareholder in a tax-option (S) corpora-
tion for any net minimum tax, income tax, or franchise tax paid by that
shareholder to another state on or measured by income of the tax-option
(8) corporation.

{3) CREDITS NOT ALLOWED, An income tax credit shall not be allowed
for:
Register, March, 1991, No. 423
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{a} Income tax paid to Illinois, Indiana, Kentucky, Maryland, Michi-
gan or Minnesota on personal service income earned in these states in-
cluded under a reciprocity agreement.

Nete: Refer to s. Tax 2.02 for information concerning reciprocity.

(b) Minimum tax or income tax paid o another state on income con-
sidered neither taxable income for Wisconsin tax purposes nor a tax pref-
erence item in the computation of the Wisconsin minimum tax.

(¢) Minimum tax paid to a state which does not classify the minimum
tax as an income tax,

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

(4) How 10O CLAIM A CREDIT. The amount of income tax credit claimed
shall be entered on the line provided for net income tax paid to other
states on Wisconsin income tax return form 1 or form 1NPR, The credit
may not exceed the Wisconsin net tax. To support the credit claimed, the
following information shall be attached to form 1 or forin INPR:

(a) For a Wisconsin resident individual, estate, or trust, attach copies
of the other state’s income tax return and the wage statements, if any, to
the Wisconsin income tax return.

(b) For a Wisconsin resident shareholder in a tax-option (8) corpora-
tion, the federal subchapter S status of which is recognized by the other
state:

1. If a Wisconsin resident shareholder files an individual income tax
return with that state, attach a copy of the other state’s income fax re-
turn to the Wisconsin income tax return.

2. If the corporation files a combined or composite return with that
state on behalf of its shareholders who are nonresidents of that state and
pays the tax on their proportionate share of the income earned there,
attach to the Wisconsin income tax return either a copy of the Wisconsin
Schedule 5K-1 on which is shown the shareholder’s share of tax paid to
that state, or a letter as provided in sub, (4) (d).

3, If the corporation files a corporate income or franchise tax return
with that state and pays tax on or measured by income earned there that
is attributable to its shareholders who are nonresidents of that state, at-
tach to the Wisconsin income tax return either a copy of the Wisconsin
Schedule 5K-1 on which is shown the shareholder’s share of tax paid to
that state, or a'letter as provided in sub. (4) (d).

{¢) For a Wisconsin resident shareholder in a tax-option (S} corpora-
tion, the federal subchapter S status of which is not recognized by the
other state, if the corporation pays an income or franchise tax on or mea-
sured by the income earned there, attach to the Wisconsin income tax
return either a copy of the Wisconsin Schedule 5K-1 on which is shown
the shg.reholder’s share of tax paid to that state, or a letter as provided in
“par. {d).
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