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Tax 2 .01 Residence. Individuals claiming a change of
residence, i e, domicile,, from Wisconsin to anotherstate shall
file form 1-827, "Residence Questionnaire", of the"Residence
Questionnaire' which, is a paYt of the 1NPR income tax form,
With the Wisconsin department of revenue by attaching it to their'
Wisconsin income tax xeturn #oi the year they claim to have
changed residence, and shall furnish other information the de-
p'artment may require

Note: Form I427 or form 1NPR tnay be obtained fromthe Departmentof Reve-
nue at 4638 University Avenue, Madison, or from any other Department of Reve-
nue office located throughoutthe state, or by ntailrequest to Wisconsin Department
of Revenue, P.O Box 8903, Madison, WI 53708.

Note : Sechon Tax 2 01 interprets s71.02, Stats.
Historyb 1-2-56 r (1) ;renum.(2)tobe(1);renum:(3)tobe(2)andam.,Regis-

ter„September, 1964, No,105, efE 10-1-64; am Register, February, 1975, No
230, eff 3-1-75; r ;;(1), renum.(2) and am, Register, July, 1987, No 379, eff
8-1-87 ; am Register, Febiuaiy, 1990, No 410, eff 3-1-90 :.,

Tax 2 .02 Reciprocity. (1) PuRPOSE. This section ex-
plainsthe recipiocity agreements between Wisconsin and other

state s

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

-_r - ~ka) rcrauriar 383"ViCc income" means all ~iul aYlc~, wages,
commissions and fees earned by an emplo,ye and. all commis-
sions and. fees earned by a self-employed person in th e conduct
of a profession or vocation Personal service income does not in-
clude income derived from activities involving the substantial
use of capital or labor of others.:

(b) "Resident" means a natural person who- is domiciled in
this state. -

(3) WlscoNSUV LAW (a) Undei' s, 71•05 (2), Stats ., income
earned by a nonresident individual for performing personal ser-
vices in Wisconsin shall be excluded from Wisconsin gross in-
come toxheextentthe individual's stateof xesidence imposes an
income tax on the personal service income, if the state of resi-
dence allows either of the following : .

l ; A similaY exclusion for personal service incomeeacned
by individuals domiciled in Wisconsin while working in that
state.

2 . A credit against, the tax imposed by that state on the per-
sonal service income equal to the Wisconsin tax on the personal
service income.

(b) Under s . 71 .64 (8), Stats., a Wisconsin employer of'a non-
resident individual residing in a state with which Wisconsin has
a reciprocity agreement under sub•,(4) need not withhold Wis-
consin income tax from personal service income earned in Wis-
consin by the nonresident

(4) AGREEMENTS WITH oTHER STATES . (a) WiscUnsin has for-
mal reciproci ty agreements .with :

1 . Kentucky, for the yeaYs beginning on and after' January
1, 1961 .

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

3 ., Michigan , for income earned after October 1, 1967 and
years beginning on and after January 1, 1968. °

4 . " Minnesota, for the years'beginning on and after' 7anuary
1, 1968 .

(0) WisCOnsin practices YeciprOcityWith Indiana, since pri6Y '

to .1960, on the basis of an informal agreement and acquiescence
by Wisconsinand Indiana. -

(5); EFFECT OF RECIPROCITY (a) Personal service income in-
cluded under reciprocity agreements is taxed by an employe's
state of residence rather than by an employe's state of employ-
ment. Wisconsin will not tax personal service income eaTnedin
Wisconsin by residents of states with which Wisconsin has reci-
procity, and those states may not tax personal service income
which a Wisconsin resident ea rns in those states, except as de-
scribed in subs • (6), (7), ( 8) and (9)

(b) Fox personal service income includedunder reciprocity
agreements, an employer need only withhold income tax for the
state of residence of an employe .
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(c) Federal law regulates withholding on wages earned by
employes engaged in interstate transportation activities ..

Note: Additional information on withholding on wages earned by employes en-
gaged in interstate transportation activities may be obtained by writing to Wiscon-
sin Department of Revenue, Compliance Bureau, P.O., Box 8902, Madison, WI
53708 .

(6) PROVISIONS-OF AGREEMENT WITH ILLINOIS (a) The r'eci-
procity agreement with Illinois is limited to "wages, salaries,
commissions, and any other form of remuneration paid to em-
ployes for personal services ." However, the agreement does not
extend to fees of-lawyers, accountants and other self-employed
persons deriving personal service income, to lottery winnings,
or to peisonsidentified in pais . (c) and ;(d)

(b) The Illinois Income Tax Act, Article 15, section 1501 (a)
(20), defines a resident as "an individual (i) who is in this State
for other than a temporary or transitory purpose during the tax-
able year ; or (ii) who is domiciled in this State but is absent from
the State for a temporary or transitory purpose during the tax-
able •year. " Because of the differences in the definitiom of resi-
dent for Illinois and Wisconsinpurposes, a person domiciled in
Wisconsin maysimultaneousl,y be aresidentof'Illinois,oraper-
son may be domiciled in Illinois but not be a resident of Illinois .

Example: A person is domiciled in Wisconsin and takes ajob in Illinois . The
person does not intend to give up his or her Wisconsin domicile, but instead intends
to return to Wisconsin once his or her job in Illinois is completed, in 2 to 3 years .
Assume that Illinois considers the person's stay in nlinois as other than temporary
or transitory Therefore, the person is aresident of Blinois :. The person is also a resi-
dent of Wisconsin because he or she is still domiciled in Wisconsin .

Note: The term "temporary or transitory" as used in the definition of an Illinois
resident set forth in sub.. (6) (b) is not defined in either Illinois law or regulations, .
Therefore, whether or not the purposefoiwhich an individual is in, or is absent
from, Illinois is temporary or transitoxy incharacfei depends upon the facts and cir-
cumstances of each particular case ..

(c) The reciprocity agreement with Illinois does not apply to
any form of compensation described :in pai'. (a) paid on or after
Januaty 1, 19,74 to any individual who, at the time of pa,yment,
is simultaneously a resident of Illinois and a domiciliary of Wis-
consin. All income of this person is taxable by Wisconsin•. How-
ever, a creditagainst Wisconsin income tax may be claimed for
income tax paid to Illinois .

(d) An individual who is domiciled in Illinois but is not a resi-
dentof IIlinois is subject to the Wisconsin income tax on income
earned in Wisconsin.

(7) PROVISIONS OF AGREEMENT WITH MICHIGAN The I'eci-
procity agreement with Michigan is limited to income from
"personal services, including salaries, wages or commissions.
The agreement does not includeincome which Michigan con-
siders to be "business income;" such asfees of self-employed
persons such as professionals•:

(8) PROVISIONS OF AGREEMENTS WITH INDIAN"A AND KEN-
TUCKY The reciproci ,ty agreements with Indiana and Kentucky
axe limited to wages, salaries and commissions .

(9) PROVISIONSOF AGREEMENT WITH MINNESOTA (a) The
reciprocity agreement with Minnesota is limited to incomefr'om
personal services, inclu.ding wages, salaries, tips, fees, commis-
sions, bonuses, or similar earnings, provided the taxpayer,per'-
sonally renders the services . The reciprocity exclusion for per-
sonal service income does not"appl,y where the personal or
professional service income is earned as a part ofa business op-
erated by the taxpayer which has employes that do more than in-
cidental duties for the business, or where there is the sale or de-
livery 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 incidentalis
subject to theieciprocity exclusion, but the partnership profits
are not excluded . Distributions from a tax-sheltered annuity are
also considered subject to the reciprocity exclusion.

(b) To qualify for the Ieciprocity'exclusion, the Minnesota
agreement requires the taxpayer to have a place of abode in Wis-
consin,and the taxpayer is required to customarily return to it at
least once a month.

(10) PROCEDURE FOR NONRESIDENTS„ (a) Nonresident per-
sons, other than residents of Minnesota, employed in Wisconsin
and residing in a state with which Wisconsin has reciprocity
shall file form W-220, "Nonresident Employe's Withholding
Reciprocity Declaration," with their• Wisconsin employers to be
exempt,from withholding of Wisconsin income taxes .. Upon re-
ceipt ofthis form, Wisconsin employers may not withhold Wis-
consin income tax from Wisconsin personal service income of
the employe .

(b) Persons who are residents of Minnesota employed in
Wisconsin shall file form W-222, "Statement of Minnesota Res-
idenc,y," with their Wisconsin employers to be exempt from
withholding of Wisconsin income taxes . Form W-222 should be
filed within 30 days of' beginning employment in Wisconsin,
changing to a new employer in Wisconsin, or establishing Min-
nesota residency while continuing to work in Wisconsin . Upon
receipt of this form, Wisconsin employers may not withhold
Wisconsin income tax from Wisconsin personal service income
of the erriploye . To continue the exemption from year to year; a
new form W-222 is required to be filed by January 31 of each
year.

(c) The reciprocity exclusion does not apply to Wisconsin
lottery winnings of nomesidentpersons .

(11) PROCEDURE FOR WISCONSIN RESIDENTS (a) Wisconsin
residents employed in a state with which Wisconsin has reci-
proci ,ty shall file form.l-ES, "Wisconsin Estimated Tax Vouch-
er," with the Wisconsin depaitment of revenue if their out-of-
state employers do not withhold Wisconsin income tax from
their personal service income and if they will have a sufficient
Wisconsin tax liability to be required to make payments of esti-
mated tax .

(b) Wisconsin residents may have their employerscease
withholding the other state's income tax from their personal ser-
vice income and may claim a refund fi om that state if income
taxes are withheld fiom theupersonal service income after the
effective date of a reciprocity agreement

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

Note: Refer to s : Tax 2:955 for information on the credit foi tax paid toother
states.

(12) DET:,INQUENT Ta,XFS Reciprocity agreements do notaf-
.fect the withholding of' delinquent Wisconsin income taxes, in-
terest; penalties and costs under s. 71 .91 (7), Stats .

Note: Forms 1-ES, W-220'and W-222 and their instcuctions may be obtained
fiee of charge by writing to Wisconsin Department of Revenue, P.O ., Box 8903,
Madison, WI 53708

Note: Out-0f-state employets of Wisconsin residents wishing to witlthold Wis-
consin income tax from those employes' incomes may contact Wisconsin Depart-
ment of Revenue, Compliance Bureau, P.O . Box 8902, Madison, WI 5370 8

Note: The State of Maryland enacted an income tax 1aw ; Ch.1, Laws 1992,1st
Spec., Sess , on May 1, 1992, which resulted in the termination of reciprocity be-
tween Wisconsin andMaryland, effective fortaxable years beginning afterDecem-
ber 31, 1991 . Prior to enactment of Maryland Ch•. 1, Laws1992,1stSpec. Sess .,

n31. y."a'. .,.ew y v:t', ..'t ..̂106n ba$edon an :n-

formal agreement and acquiescence by Wisconsin and Maryland Under the provi-
sions of priox Maazylandlaw and s 71 ;05 (2), Stats., a Wisconsin resident could ex-
clude from Maryland taxation, the income from salaries, wages, and compensation
foipetsonal services to theextent .Wisconsintaxed the income of and accorded sim-
ilar treatment to Maryland residents.

Notec Section Tax 2 .02 interprets ss, 7105 (2) and 71 .64 (8), Stats .
History: Cr, Register, April 1978, No. 268, eff . 5-1-78; r, and recr., Register,

March,1991,No.423, eff.4-1,-91 ; am. (3) (a) (intro,.),1, (4)(a) 1 . to4., (b) (intro.),
(5) (a), (6) (b), (7) and (8), r(4) (b)1, . and 2. and (9), renum(10) to (13) to be (9)
to (12) and am.(10) (a), (b), (11)(a) and (12), Register, Aptil,1993,No:: 448, eff .
5-1-93 :

Tax 2.03 Corporation returns . (1) FORMS, For the
purpose'of filing franchise or income tax returns, the secretary
of revenue has designated the following forms for the use of cor-
porations, as defined in s, 71 .22 (1), Stats :
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(a) Form 4. Corporation franchise or income tax return .. This
return shall be used only by corporations reporting on the appor-
tionment or separate accounting method .

(b) Form 4B: Apportionment data ,
(c) Form 4BL.. Net business loss catryforward:
(d) Form 4C .. Separate accounting data .
(e) Form 4-ES•. Corporation estimated tax voucher .

(f) Form 4H. Corporation declaration of inactivity
(g) Form 4I . Insurance company franchise tax return •

(h) Form 41 , Exempt organization business franchise or in-
come tax return .

(i) Form 4U . Underpayment of estimated tax by cotpora-
tions .

(j) Form 4X Amended corporation franchise or income tax
return .

(k) Form 5, Corporation franchise or income tax return . This
return shall be used only by corporations whose entire net in-
come is attributable to Wisconsin It may not be used by tax-op-
tion(S) corporations or corporations .which determine theiu Wis-
consin net income by the apportionment or, separate accounting
metho d

(L) Form 5E. Election by an S corporation not to be treated
as a tax-option corporation

(m) Schedule 5K-i ;, Tax-option (S) corporation sharehold-
er's share of income, deductions, etc .

(n) Foxm 5R . Revocation of election by an S corporation not
to be'a'tax-option coxporation.

(o) Form 5S . Tax option (S) corporation franchise or income
tax return,,

(p) Form, 5S-1 Tax-option (S) corporation supplemental
schedules

(q) Form 4466W, Corporation application for quick refund
of overpayment of estimated tax .

(r) Form CU Credit union declaration of exempt status .
(s)Schedule CU-1, Creditunion net income ;
(t) Schedule DC . Development zone credits
(u) Schedule FC Farmland preservation credit claim
(v) Schedule FT. Farmland tax relief credit .
(w) Schedule HR. Historic rehabilitation cr•edits .
(x) Schedule R . Research credits
(2) INFORMATTON RETURNS . Information returns required of

corporations are specified in s . Tax 2 .,04.,

(3)' SICNATtiRES An officer of the corporation shall sign all
returns required to be frled If areturn isprepared by someone
otlier than anemploye;or officei'of the corporation, the person
preparing the return shall also sign as preparer .

(4) F1t,ING RE'r[IRrrs . All forms and information required to
be filed or furnished by corporations shall be delivered to the de-
partment or mailed to the address specified by the department on
the form or in the iLnstrtJlct.i0n_s .

Note: : Forms may be delivered in person to the Department of Revenue at 4638
University Avenue, Madison, Wisconsin, Blank foims may be obtained atthe same
location, or by mail4rquest to Wisconsin Department of Revenue, P O . Box 8903,
Madison ; WI 53708-8903. -

Note : SectionTax2 03;interprets ss 71 .24 (1), (lm) and (3), 71 .365 (4) and (5)
and 7144 (1) (a) and (c) and (1m), Stats _

History : 1-2-56; am. Register, September, 1964, No 105, eff . 10-1-64; a'nt
Register,March; 1966, No 123, eff4-1-66, am.. Register, Februa;y,1975, No .

.230, eff. 3-1-75 ; am:Register, September, 1977, No .261, eff .10-1-77 ; am. Regis-
ter, Septeinber,1983, No . 333, eff 10-1-82; am (1) (a), (c) and (d), renum,: (1) (f)
to (j) and (2) to be (1) (g) to (k) and (3) and am(1) (h) and (k) and (3), cr, (1)(f),
(1) to (p).and (2),Register,•July,1987, No . 379, eff. 8-1-87; r, and recr. (1), am . (3),
Register,June, 1990,No 414, eff7-1=90; r and recr;'Register, May, 1995, No
473,eff.6-1-95

Tax 2 .04 Information returns and . wage ' state-
ments . (1) DEFlrvrrrON„ In this section, "person" means: an in-

Tax 2.04

dividual, trust, estate, partnership, limited liability company,
association or corporation•.

(2) COMPENSATION FOR SERVICES„ Under ss .• 71 .65 (2), 71 .71
(2), 71 .72 and 71 .80 (20), Stats ., all persons carrying on activi-
ties within this state, whether taxable or not under ch .. 71, Stats ..,
are required to file with the department, on federal form W-2 or,
1099-R, on Wisconsin form 9b or other forms approved by the
department, or on magnetic media orin other machine-readable
form, a statement of certaimpa,yments made within the preceding
calendar year;. For individuals who are residents of' Wisconsin,
thestatement shall setforth the salaries, wages ; bonuses, com-
missions, annuities, pensions, retirement pay, fees or other re-
muneration paid for services whether subject to withholding or
notFor individuals who are nomesidents, the statement shall
includeall payments for the perforniance of personal services in
Wisconsin, whether subject to withholding or not, except retue-
ment plan distributions identified in s . Tax 3 .085 as being ex-
empt from, Wisconsinincome tax .A copy of federal form 1099
may be filed in lieu of' Wisconsin form 9b . The following<shall
also apply with respect to compensation for services:

(a) Allpayments which are wages within the definition under
s.: 71 .63 (6); Stats ;, regardless of. amount, shall be. reported on
federal f'orm W-2 or on magnetic media or in other machine-
.xeadable form•. ,

(b) All payments which arenot wages within the definition
under s 74•,63 (6), Stats :, but from which Wisconsin income tax
has been withheld, shall be reported on federal form W-2 or
1099-R, as appropriate, or on magnetic mediaor in other . ma-
chine-readable form ,

(c) Payments of $600 or more which are not wages within the
definition under s . 71 .63 (6), Stats ., and from which no.Wiscon-
sin income, tax has been withheld, shall be reported on Wiscon-
sin form 9b or federal form 1099, or, on magnetic media or in oth-
er• machine-readable form. However; if the payment was to an
employe for whom a form W-2 is required under par . (a) or (b),
the payment, regardless of amount, shall be included on form
W-2• ,

(d) All statements required shall be filed by Januar,y 31, by
delivering or mailing them to the department. Form WT-7,
"Emplo,yer•'sAnnualReconciliation of Wisconsin Income Tax
Withheld From Wages," shall accompany the statements sub-
mitted ; either on paper or on magnetic.media or in other, ma-
chine-readable form,if the employer is requiredto be registered
to withhold Wisconsin income taxes from employes' . wages •

Notea Forms may be delivered-in:person to the Department of Revenue at 4638
Univer,sity Avenue, Madison, Wisconsin: Forms filed on magnetic media may be
mailed to Wisconsin Department of Revenue, 4638 University Ave ; P.G: Box
$903,Madison, WI 53708-8903 Forms W-2 or 1099-R filed on paper may be
mailed to Wisconsin Department ofRevenue, P.O Box 8920, Madison, WI
53708-8920 Corporationsmay mail forms 9b or substitute forms filed on paper
to Wisconsin Department of Revenue,EO.BoX 8908, Madison, WI53708-8908 .
Persons other than corporationsmay mail forms 9b orsubstitute forms filed on pa-
per to Wisconsin Department of Revenue, P.O Box 59, Madison, WI 53785 .

(e) ; Sections 71 .65 (5) and 7133 (2), Stats., permit a thirty-
day extensionof time to file the statements described in this sub-
section. A written reauest may be sent to the department and to
be effective shallbe postmarked.on or before the due date of'the
statements The department's approval of the extension shall be
attached to the statements when they are filed with the depart-
ment.

Note : Written requests for extensions may be mailed to Wisconsin Department
of Revenue, P.O ., Box 8920, Madison, WI 53708-892

0(3) RErizs'Akm izoYALT1ES. Under ss:; 71 .70 and 7I,:80 (20),
Stats ., except as provided in par. (d), all persons making :pay-
ments`of rentsand .royalties of'$600 or more to individuals who
are residents of Wisconsin, regardless of-where the property is
located, andto nonresident individuals if the property is located
in Wisconsin, shall file with the department, on form 9b or an ap-
proved substitute f'orm, or on magnetic media or in other ma-
chine-readable form, a statement of-payments made in the pre-
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ceding calendar year, The following shall also apply wi threspect
to rents and royalties :

(a) A copy of federal foxm 1099-MISC may be filed in li eu
of Wisconsin form 9b.

(b) Corporations shall file by March 15 and payers other than
corporations shall file by ApriT 15' by delivering or mailing th e
statements to the department ,

Note : Forms may be delivered in person to the Department of Revenue at4638
'University Avenue, Madison,,Mrisconsin Forms fi led on magnetic media maybe
mailed to Wisconsin Department of Revenue,4638 University Ave., P.O . Box
8903, Madison, WI 53708-8903 ; Corporations inay mail forms filed on paper to
Wisconsin Department of Revenue, P.O . Box 8908, Madison, WI 53708-8908 .
Persons other than corporations may mail forms filed on paper to Wisconsin De-
paaztmentof Revenue, P.O.. Box 59, Madison, WI 53785 .

(c) No extension of time for filing forms , 9b or substitute
forms torepor•tpayments of rents or royalties may be allowed..

(d) The requuement to filefoxm 9b or a substitute form does
not apply to persons other than corporations who do not deduct
the payments in,determining Wisconsin taxable income.

(4) GAMSI,nvG wtivNUVGS . ,(a) Under s.. 71 .67 (4) (c), Stats .:,
the administrator of the gaming commission's lottery division
shall file with'the departmenta statement of winnings for each
lottery prize of $2,000or more paid in thepreceding calendar
year .

(b) Under s. 71 .67 (5) (d), Stats , all persons licensed to spon-
sor andmanageraces under s,. 562.05 ( 1) (b) or (c), Stats, .; shall
file with th e department a statement of winnings for each pari-
mutuel wager payment of more than $1,000 paid in ;the preced-
ing calendar• •year :

(c) The winnings required to be reported in pars ., (a) and (b)
shall be reported on fedexal#orm W-2G or on an approved sub-
stitute form .

(d) The statements required in pats . ( a) and (b) shall be filed
by January 31 ; by delivering or mailing them to the department .

Note: Forms W-2G or substitute forms may be delivered in person to the De-
pattment of Revenue at4638 University Avenue, Madison, Wisconsin .. Forms filed
on magneti c mediamay bemailed to WisconsinDepartmentof Revenue, 4638 Uni-
versity Ave ; P.O: Box 8903; Madison, WI 53708-8903Forms filed on paper may
be mailed to Wisconsin Department of Revenue, P.O.. Box 8920, Madison, WI
53708-8920 ,

(e) No extension of time for filing forms W-2G or substitute
forms to report payments of lotteiy prize winnings or pan-mu-
tuel wager winningsmay be allowed.

(5) DISAI :I>OWANCE OF DEDIJCTIONS : Items to be reported on

forms W-2; 1099-R, 9b or substitute forms may be disallowed
as deductions from gross income if' not properly reported .

(6) MAG1v8TIC MEDIA REQUIREMENT (a)Under s,r 71,80 (20),

Stats,., if the internal revenue service requires a persoff to file

wage statements or information returns on magnetic media or i n

other machine-readable form, comparable- wage statements or
information returns shall,also be filed onmagnetic media or in
other machine-readable form with the department of revenue.;

(b) A person shall beiequiredtofile wage statementsoi in-
formationreturns on magnetic media or in other machine-read-
able form with the department of revenue only ifboth of the fol-
1 .ng'e .d t: . s apply :

L Wage ' statements or information returns comparable to
those required to be filed on magnetic media orin other ma-
chine=readable form with the internal revenue service are also
required to be filed with the department of revenue .

2 . The wages or income reported on the wage statements or
information returns are required to be reported to Wisconsin,

(c) 1 . If fewer than 250 ofrany one type of wage statemen t
or information return are required to be filed with the depart-
ment, the depattment :shall waive the requirement to file th at
type of wage statement or information return on magnetic media
or in other machine-readablefotm.

2 . If a payer participates in the combined federal/state filing
program for forms 1099, the department shall waive the require-

ment to file those forms 1099 or comparable information returns
on magnetic media or in other machine-readable form,.

3If a payer receives a waiver from the department, the
payer• is not required to file wage. statements or information re-
turns on magnetic media or in other machine-readable form
with the department.

(7) COMBINED FILING PROGRAM Payers who participate in
the combined federal/state filing program with the internal reve-
nue service and report to the internal revenue service items
which are required to be filed on Wisconsin form 9b or a substi-
tute foim; are notrequired to file separate information returns for
those items with the department of revenue .

Note: Under inc combined federal/state filing program, the internalrevenue ser-
vice will forward information from the information returns to the department of
revenue

Note: Therequirement to file Wisconsin wage statements or information returns
on magnetic media or in other machine-readable form if the internal revenue ser-
vice requires comparable statements to be filed in that manner for federal purposes
is effective January 1, 1992, as a result of the creation of s 7180 (20), Stats., by
1991 Wis. Act39 .

Note : The requirement of payers to report lottery prize winnings and pati-mu-
tuel wager winnings to the department is effective with winnings received by a
payee on or after August :12,1993, as a result of the creation of s. 71 67 (4) (c) and
(5) (d), Stats ., by 1993 Wis. Act 16 :- ,

Note: Section Tax 2.04 interprets ss. 71 .26 (3) (e), 71„65 (2), 71 .67 (4) and (5),
71 .70, 71,71 (2), '71 .72, 71 .74 (4) and 71 .80 (20), Stats.,

History : 1-2-56 ; am. Register ; September, 1964, No : 105, eff: 10-1-64, am .
Register, Februaazy,1975, No . 230, eff . 3-1-75 ; am: Register, September;197'7, No .
261, eff. 10-1-77 ; am. (1), (3),(4) and (6), Cr, (7), Registei ; September, 1983, No.
333, eff.. 10-1-83 ; r, and recr. Register, June, 1990, No 414, eff, 7-1-90 ; t . and
recr, Register, May, 1995, No . 473, eff. 6-1-95 .

Tax 2 .05 Transfers of capital stock, information re-
turn, .(1) All corporations doing business within this state,
'whether subject to the franchise or income tax or not, shall file
with the department of revenue on or before March 15 of each
year•reports of transfersof capital stock, including'disposals, by
individuals who were residents of Wisconsin during the preced-
ing calendar year

(2) Transfers of capital stock shall be reported on Wisconsin
form 8 or on other substitute forms approved by the department
and shall be mailed to the Wisconsin Department of Revenue,
P.O .. Box 8908, Madison, WI 53708,.

Note: Blank forms maybe obtained by mail request addressed to Wisconsin De-
partment of Revenue, P.O : Box 8903, .Madison, WI 53708, _

Note : Section Tax 205 interprets s: 71 ..69,Stats .
History: 1-2-56; am Register, September, 1964, No. 105, eff. 10-1-64; am .

Register, March,1966, No.~ 123, eff.4-1-66, am . Register, February, 1975, No .
230, eff, 3-1-75 ; am. Register, Septembe; ;1983, No. 333, eff.10-1-83; am. Regis-
ter; .July,1987, No 379, eff. 8-1-87 ; r, and reci :, Register, February, 1990, No : 410,
eff:3-1-90

Tax2.07 Earned income tax credit . (1) CRITERIAF'OR
PROVIDING INFORMATION The department has established the
following criteriaregarding the dissemination ofinfoxmationto
the public concerning the federal and Wisconsin earned income
tax credits :

(a) Disseminate information to potential claimants in the
most cost-effective mannec possible, .

/hl illea em;-tP 4~fn- tinn tnthe nnhlir fhrn,~oh mitltinla~ ..~ . i.».. .. .. . . b.. . . .,.r ..i

channels to, increase the probability that potential claimants will
become aware of the earned income tax credits,. °

(c) Utilize volunteer tax preparers and community-based or-
gani zations that have personal contact with potential claimants,
to provide earned income tax credit information and assistance ,

(d) Clarify the relationship between federal and Wisconsin
earned income tax credits and coordinate outreach efforts with
the-internal revenue service, or "IRS, "

(e) Provide sufficient information to allow potential claim-
ants to self-evaluate theu• eligibility for the eaxned income tax
credits.

(f) Provide convenient ways for potential claimants to obtain
additional information, assistance and form s

Register; October;1996, No, 490
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(2) METHODS OF PROVIDING INF'ORMATION. Methods the de-
pattmentuses to disseminate information to the public concern-
ing the federal and Wisconsin earned income tax credits include
the following:

(a) Produce an informational flyer, distribute copies through
appropriate-organizations having regular• contact with potential
earned income tax credit claimants throughout the state, and
have additional copies available for distribution upon request, .

Example: Copies of the informational flyermay be,distributed to members of
the Wisconsin legislature orto various sites such as municipal buildings, communi-
ty agencies, or,job servicecenters `

(b) In conjunction with the IRS, when training volunteers
who provide free tax-filing assistance throughout Wisconsin,
include training to identify potential earned income tax credit
claimants andto assist them in claiming both the federal and
Wisconsin credits

(c) Highlight theWisconsm earned incometax credit in the
Wisconsin individual income tax and homestead credit book-
lets

(d)Mail camera =ready copies of earned income tax ciedit in-
formational flyers to large Wisconsin employers, and request
them to make and distribute copies of the flyer to their employes
as appropriate ;:

(e) Work with the IRS in providing joint efforts to publicize
both the federal and Wisconsin earned income tax credits .

Notee,Forthe 1993 tax-filing season, the department and the IRS jointly utilize d
the IRS toll-free telephone information line, to provide callers with information
about both the federal and Wisconsin earned income tax credits ..

(f) : Annually produce a report summarizing the levelof par-
ticipation in and level of benefits provided by the earned income
tax credit program

(g) Work with other state agencies, public utilifies, and other
organizations to distribute information about the federal and
Wisconsin earned income tax credit programs

Note: The federal earned income tax credit, provided under s . 32 ofthe internal
revenue code, is available to eligible individuals and married couples filing ajoint
income tax return, whohave at least one qualifying child living with them The fed-
eral credit consists of three paits, as follows :

A basic credit, computed based on the amount of adjusted gross income or
earned income, and whether the individual or couple had one qualifying child or
two ormore qualifying children .

A :health insurance credit, computed based on the amount of adjusted gross in-
come or earned income, and the amount paid for health insurance that covered at
least one qualifying child .

An extra credit for a child born during the taxable year, computed based on ad-
justed gross incomeor earned income.

Notee The Wisconsin earned income tax'credit is available under s : 71 .07 (9 e),
Stats.:, to.full-year Wisconsin residents who are eligible to claim the federal earned
income tax credit . The Wisconsin credit is computed as a pe;centage of the federal
basic credit, dependent upon whether the individual or couple have one qualifying
child, two qualifying children, "or three or more qualifying childre n

Note: Section Tax 2.07,inteiprets ss. 71 .07 (9e) and 73.03 (48), Stats .
History: Cr Register, November,1993, No 455, eff . 12-1-93

Tax 2 .08 Returns of persons other than corpora-
tions.(1) FoRivls. For the purpose of filing income tax returns
and credit claims, the secretary of' revenue has designated the
following forms for the use of persons other 'than cotporations :

/..\ 7
.. .' ~ . . . ~ : ... ~ Tv' _

rhd 'cividiiacS ard/adciCiaries•. • . FviiTi a . tuwiTie;wx .. i"fiis
return may beused by individualswho are full-year .Wisconsin
residents, whether matried filing a joint return, married filing a
separate return, filing as head of household or, filing as single• .

2 . Form 1A . Income tax This is an optional short form re-
turn which may be used by individuals who are full-year Wis-
consin residents and filing as married filing a joint return, head
of household or single ,

3 . Form WI-Z . Income tax•. This is an optional short form
return which may be used byindividualswho are full-year Wis-
consin residents and filing as married filing a joint return or
single .

4 .Form 1 NPR . Income tax - nonresident and part-year res-
ident : This return shall be used by individuals who are nomesi-

dents of Wisconsin or part-year residents of Wisconsin, regard-
less of filing status .

5 . Form 1X : Income tax - amended return, This return may
be used by full-year Wisconsin resident individuals to amend
form 1, 1A or WI -Z

Note : Nonresident and patt-year resident individuals=shall use form 1NPR
marked "amended return" to amend form 1NPR .

b Form 1CNP. Combined individual and fiduciar,y income
tax return for nonresident partners . This form may be used by
nonresident partners and nonresident members of limited liabil-
ity companies treated as partnerships r

7„ Form 1CNS : Combined individual and fiduciary income
tax return for nonresident tax-option (S) corporation sharehold-
ers,,

8. Form 2. Fiduciary income tax return•, This retutrimaybe
used by estates and trusts, except exempt trusts with unrelated
business taxable income :

9: Form 4T .Exempt organization business franchise or in-
come tax return.This return shall be used by exempt trusts with
unrelated business taxable income,.

10 . Form 1-ES: Estimated tax voucher. This form may be
used by individuals, estates and trusts, except exempt trusts with
unrelated business taxable income .;

11 Form 4-ES•. Corporation estimatedtax voucher. This
form shall be used by exempt trusts with unrelated business tax-
able income ..

12 For•m CN-ES•, Composite estimated tax voucher: This
form may be used by nonresident partners, members or share-
holders using form 1CNP or 1CNS :

13 . Schedule 2K=1 BenefrciaYy's share of income, deduc-
tions, etc

14•. Schedule 2440W. Disabili•ty income exclusion•,
15 . Schedule DC.• Development zone credit s
16. Schedule EICW Earned income credit .
17. Schedule FC. Farmland preservation credit claim.
38 . Schedule H . Homestead credit claim..
19 . Schedule HR, : Historic rehabilitation credits :
20 .. Schedule L, Adjustments to convert federal adjusted

gross income and itemized deductions to the amounts allowable
under the applicable year'sintemal revenue code

21 . Schedule MT. - Alternative minimum tax•,
22 . Schedule T.; Transitional adjustments .
23. Schedule U. Underpayment of estimated tax by individ-

uals and fiduciaries This form may be used by individuals, es-
tates and ttusts, except exempt trusts with unrelated business
taxable income.

24. Schedule 4U. Underpayment of estimated tax by corpo-
rations This form shall be used by exempt trusts with unrelated
business taxable income . .

25 . Schedule WD•, Capital gains and losses .. This form may
be used by individuals .

2
O~L_ .L_,_ ~L/T1~' .C_../'~ d ,c6 . u~ucuuic rvL ~iuiin c/•• a.,apfuu gaiuS anu ai533e5•. .i'fiiS

form may be used by estates and trusts, except exempt trusts
withunrelated business taxable income .

27. Form 401T Report of estate or inheritance tax payment.,
28. Form W706,: Estate :tax .return• ,

(b) Partnerships and limited liability companies treated as
parinerships:; 1 . Form 3 Partnership return .

2. Schedule 3K-1 •, Partner's share of income, deductions,
etc

3: Form 3S . Partneiship temporary recycling surcharge :.
4 . Form 3S-ES•. Partnership estimated surcharge voucher••
5 . Schedule D . . Development zone credits .

6., Schedule HR, Historic rehabilitation credits .
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(2) INFORMATION RETURNS : Information returns required of
per•sons other• than corporations are specified in s .. Tax 2 ..04 .:

(3) FY1.1NG R&TURNS All forms and information required to
be filed or furnished by persons other than corporations shall be
filed or furnished by providing the information requested on the
appropriate forms, signing the returns or forms as appropriate,
and delivering them to the department or mailing them to the ad-
dtess specified by the'department onthe form or in the instruc-
tions :

Note : Forms may be delivered in petson toYhe Department of Revenue at 4638
University Avenue, Madison, Wisconsin . Blank forms maybe obtained at the same
location, or by mail request to Wisconsin Department of Revenue, P.O. Box 8903,
Madison, WI `53708-8903.

Note:' Section Tax 2 08 interprets ss.. 71 .03 (2), 71,20 (1) and 71.55 (3), Stats .
History: 1-2-56; am . Register, Februaazy,1958, No ., 26, eff, 3-1-58; am . Regis-

ter, February,1960, No. 50, eff, 3-1-60 ; am. Register, September,1964, No . 105,
eff 10-154; r and recr; Register, March;1966, No . 123; eff. 4-1-66; am. Regis-
ter, February, 1975,No-230, eff . 3-1-75 ; am(1), Register; Novembet ;1977, No .
263, eff. 12-1-77 ; am. (3), Register; Februaty,1978, No. 266, eff. 3-1-78; am. (1)
(a) and (b), (2) and (3), renum. (1) (c) and (d) to be (1) (k) and (1) and am ., cr, (1)
(c) to (j), Register, July, 1987, No. 379, eff: 8-1-87 ; r : and recr. (1), am . (3) (mtro.),
r. (3) (a) to (c), Register,June,1990,No,:414, eff, 7-1-90 ; r, andrecr . Register, May,
1995, No, 473, eff. 6-1=95:

Tax 2.085 Claim for refund on:behaif of a deceased
taxpayer. (1) If a.refund of Wisconsin income taxes is due a
deceased taxpayer and if'the refund exceeds $100, the claimant
shall file, with the incometax return, a completed form 1-804,
entitled "Claim for Decedent's Wisconsin Income Tax Refund"• .

(2) Form 1-804 does not have to be filed if the refund is
claimedon a joint Wisconsin income tax return of the surviving
spouse and the decedent . The surviving spouseshall write "fil-
ing as surviving spouse" in the signature area of the return•If'
someone other, than the surviving spouse is the personal repre-
sentative, the pexsonal representative shall also sign the ;joint re-
turn..

(3) Forms required to be filed under, sub . (1) shall be mailed
to the Wisconsin Department ofRevenue, P.;O ; Box 59, Madi-
son, WI 53785 .

Note: Section Tax 2 .085 interprets s 71:,75 (10), Stats
History: Cr. Register ; October, 1976, No. 250, eff. 11-1-76; am.. (1), Register,

November, 1978, No 275, eff. 12-1-78 ; am. (2), Register, September, 1983, No.,
333, eff, 10-1-83; renum (2) to be (3), cr. (2), Register, February, 1990, No. 410,
eff 3-1-9 0

Tax 2.09 Reproductionof franchise or income tax
forms . (1) GENERAL. Subject to the provisions of this section,

the official Wisconsin franchise or income tax forms required to
be filed with the department may be reproduced and the repro-
ductions may be filed in lieu of the corresponding official forms .
Any reproduction which varies from the official version in an y
particular, except as authorized in this section, shall be sub-
mitted to the department for approval before it is used . The de-
partment may reject any reproduction which is in wholeor in
part illegible or which isof a forlnat that has not been appioved
by the deparlment.,

(2) SPECIF'1cAT1oNs. The following specifications shall ap-ply .

(a) Printing of'reproductions shall be by conventional print-
ing processes, photocopying, computer graphics or similar re-
production•processes and shallduplicate the fontsizes ; graphics
and format of the official form . Reproductions may be printed
onone-side or, both sides of the paper .

(b) Reproductions of'optical character, reader-scannable, or
OCR-scannable, documents shall bear' an OCR-scannable line
as prescribed for the, specific document type . Photocopies of
OCR-scannable forms may not;be filed.

(c) The reproductions shall be on paper of substantially the
same weight and texture, and of quality at least as good as that
used in the official forms •

(d) In the reproduction of tax forms, official formsprinted on
colored paper may be reproduced on white paper ; and black ink
may be substituted for colored ink .
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-(e) The size of the reproduction, both as to dimensions of the
paper and image reproduced on it, shall be the same as that of the
official form, except that full-page officiatforms which are oth-
er than 81/2 inches by 11 inches in size may be reproduced on 81/2
inch by 11 inch paper.

(f) Except for returns executed by fiduciaries as provided in
sub. (3) orretarns filed electronically, all signatures required on
returns which are filed with the department shall be original, af-
fixed subsequent to the .reproduction process .

(3) FlvucrARlES, . A fiduciary or `the fiduciaYy'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 forwarded to the department shall
be accompanied by a letter signed by the per•son authorized to
sign the returns declaring, under penalties of perjury, that the
facsimile signature appearing on the returns is the signature
adopted by the person to sign the returns filed and that the signa-
ture was affixed to the returns by the person or at the person's
direction. The letter shall also list each return by name,and iden-
tifying numbeY .

(b) A signed copy of the letter• shall be retained bythe person
filing the returns and shall be available for inspection by the de-
partment

(c) If returns are reproduced,by photocopying or similar• re-
productive methods, the facsimile signature shall be affixed sub-
sequent to the repxoductionprocess .

Note : Wtitten requests for approval ofsubstitute forms should be mailed to Wis-
consin Depattnient of Revenue, Pincessing Forms Approval, P.O...Box 8903, Madi-
son, WI 53708-8903

Note: SectionTax2 .09interpretsss .71 03(6)(a),7120(1),71 24(1)and71 .44
(1) (a), Stats ..
- History: 1-2-56; am, Registei ; February, 1958, No., 26,eff. 3-1-58 ; am : Regis-

ter, February, 1960, No. 50, eff: 3-1-60; am.. (2), Register, March, 1966, No. 123,
eff. 4-1-66; am . (5) and cr. (6), Register, August, 1974, No. 224, eff 9-1-74; am..
(intro.), (2),(6) (intro) and (a), Register ; November ;1977, No., 263, eff, 12-1-77 ;
am: (3), Register ; September,1983, No .333, efE 10-1-83 ; coirection in (5) made
under s .13 93 (2m) (b) 4, Stats., Register, July,1987, No 379 ; tl and recr Register ;
May, 1996, No:"485, eff . 6-1-9 6

Tax 2 .10 Copies of federal returns, statements,
schedules, documents, etc. to befiled with Wisconsin
returns. (1) . IND1v1DuAls AND r:mucJAR1ES At the time of fil-
ing Wisconsin income tax returns by individuals and fiduciaties,
a complete copy of the federal income tax return for the same
taxable year, including all schedules, statements, documents and
computations which affect the computation of Wisconsis in-
come, credits or penalties, shall be included and filed with the
Wisconsin xeturn. Copies of the short form federal returns
1040A and 1040EZ are not required to be filed if' a Wisconsin
form 1A or WI Z is being filed for the same taxable ,year Tf the
federal form is filed electronicall,y, a copy of the electronicmate-
riaY as contained in replicas of the official forms or, on foims des-
ignated by the electronic filer shall be included and filed with the
Wisconsin retum

(2) PARTNERSHIPS AND LIMITED LIABILITY COMPANIES
TREATED AS PARTrrBRSHIrs . (a) Except as provided in par•, (b), at
the time of filing Wisconsin income tax returns by partnerships
and limited liability companies treated as partnerships under, s .
7110 (1), Stats' ; a complete copy of thefederal income tax re-
turn for the same taxable year, including all schedules ; state-
ments, documents and computations which affect the computa-
tion of Wisconsin income;' deductions and credits, shall be
included and filed with the Wisconsin ietum, If thefederaYfotm
is filed electronically, a copy of the electronic material as' con-
tained in replicas of the official f'ormsor on forms designated by
the electronic filer• shall be included and filed with the Wisconsin
return .;

(b) Copies of the federal schedules K-1 are not required to
be filed for'those partners or members for whom a Wisconsin
schedule 3K-1 is being filed for,the same taxable year. A Wis-
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consin schedule 3K-1 shall be filed in lieu of federal schedule
K-1 for a partner or member if any of the following applies :

1 . The computation of the Wisconsin income or deductions
differs from the federal amount

2 . The partner or member is a nomesident of' Wisconsin or
patt-year resident of' Wisconsin and the partnership or limited
liability company has activities within and without Wisconsin .

3 . The partnership or limited liability company calculates
any Wisconsin income tax credits .

Note: Section Tax 2.10 interprets ss . 71 .03 (5) and 71 .20 (1), Stats.
History: Register, December, 1965, No 120, eff 1-1-66; axn : Register June,

1990, No 414, eff 7-1-90; r and recr Register, May, 1995, No, 473, eff . 6-1-95 .

Tax 2.105 Notice"by taxpayer of federal audit ad-
justments and amended returns. (1) PURPOSE, This sec-
tion clarifies the time periods for, a taxpayer to report federal an-
dit adjustments and federal and other state amended returns for
Wisconsin franchise oY income tax and temporary recycling sur-
charge purposes, and the result if a taxpayer fails to report the
adjustments or amended returns, ,

(2) DEFi1sr1T1oN . In this section, "taxpayer' includes individ-
uals, estates, trusts ; paaztnerships, limited liability companies and
coYporations,

(3) .GENERAL (a) Under ss ; 71 .76 and 7796(4), Stats ::, a tax-
payer meeting the conditions described in sub . (4) shall report
to tfie department changes or corrections;made to a tax return by
theintexnal revenue service, or file with the department
amended Wisconsin franchise or income tax returns or amended
temporary recycling surcharge returns reporting any informa-
t.ion contained in amended returns filed with the internal revenue
service, or with another state if there has been allowed a credit
against Wisconsin taxes for, taxes paid to that stat e

(b) Except as provided in sub (5), the department may give
notice to the taxpayer of assessment or refund within 90 days of
the date the department receives the taxpayer's report offederal
adjustments oi' amended return described in par . (a) . The 90-day
limitation does not"apply to instances where the taxpayer files an
incorrect franchise or income tax return or temporaY•y recycling
surchatge return with intent to defeat or evade the fr'anchise or
income tax or temporary recycling surcharge assessment ,

(4) ; TAXPAYER REQUIRED TO REPORT. (a) : Federal adjust-
ments., If the fedetal net income tax payable, a credit claimed or
carried f•orward, a net operatingloss carried forward or a capital
loss car•r•ied forward on a taxpayer's federal tax return is adjusted
by the internal revenue service in away whicli affects the
amount of Wisconsin net franchise or income tax or temporary
recycling surcharge payable, the amount of a Wisconsin credit
or a Wisconsin net operating loss, net business loss or capital
loss carried for'watd, the taxpayer shall report the adjustments t o
the department within 90 da•ys after they become final . The fol-
lowing shall also apply with respect to federal adjustments :

1`Finalityof federal adjustcilents ' For the purpose of' de-
termining when the federal adjustments become final; the fol-
lowing shall be deemed a final determination:

a. Payment of any additional tax, not the subject of any other
final determination described in subd ; 1 .. b.,,c.; d . or e

b. An agreement entered into with the internal revenue ser-
vice waiving restrictionson the assessment and collection of' a
deficiency and accepting an ovei`assessment. Federal for•m870,
"Waiver of Restrictions on Assessnlent and Collection of Defi-
ciency in Tax and Acceptance of Overassessment," or870-AD,
"Offer to Waive Restrictions on Assessment and Collection of
>Tax, Deficiency and to Accept Overassessment," are the forms
prescribed-for this purpose .

c. Expiration of'the 90-day time period, or the 150-day pe-
riod in .the case of' a notice addressed to a person outside the
United States, within which a petition for redetermination may
be filed with the United States tax court with respect to a statuto-

ry notice of deficienc•y issuedb•y the internal revenue service, if
a petition is not filed with that court within that time ..

d:: A closing agreement entered into wi th the internal reve-
nue serviceunder section 7121 of the internal revenue code..

e. A decision by the United States tax court or a judgment,
decree or other order by a court of competent j urisdiction which
has become final, or the date the court approves a voluntary
agreement stipulating disposition of the case„ A court of compe-
tent jurisdictionincludes a United States district court, a court of
appeals, a court of claims or the United States supreme court•

Note: Decisions of the U~ .S, tax court and other courts ordinarily become final
as follows :

a If'no appeal is made of a U S : tax court decision, it becomes final upon expira-
tion of a period of 90 days after the decision is entered. Decisions in unappealable
cases involving deficiencies of $10,000or less,heard by the U .S. tax court under
s 7463 of the intexnal revenue code become fina190 days after they are entered.

b Appealed decisions ofthe U S tax court become final as set forth in s 7481
of the internal revenue code

c . A decision of a U.S . district court normally becomes final if not appealed to
the U..S court of appeals within 60 days of the judgment, decree or order, .
~ dr A decision of the U .S..: court of claims or the US court of appealsnoxma lly
becomes final unless an appeal or a petition for certiorari is fil ed with the U .S . su-
preme couttwithin 90 days of the judgment or decre e

e : A decision of the U.S .. supreme court is normally final upon the expiration of
aperiod of 25 days fromthe date thedecision is rendered, if amotion forreconsider-
ationor rehearing is not filed within that time

2• `Information toieport to department•,' The taxpayer shall
submit to the department a copy of the final federal audit report
issued by the internal revenue service together with any other
documents or schedules necessary to inform the department of'
the adjustments as finally determined. The report shall be in-
cluded with an amended Wisconsin return if' a Wisconsin refund
is being claimed and may be, but is notrequired to be, included
with an amended xeturn if•additionalWisconsin tax or temporary
recycling surcharge is due or if there is no change in tax or tem-
poracy rec•ycling surcharge.

3. `Agreement with adjustments•,' A taxpayer shall be
deemed to concede the accuracy of the federal adjustments for
Wisconsin franchiseor income tax or temporary recycling sur-
charge purposes unless a statement is included wi ththe report to
the department stating why the taxpayer believes the adjust-
ments are incorrect.

(b) Amended returns" If a taxpayer files an amended federal
tax return and the changes on the amended federal tax return af-
fectthe amount of' Wisconsin net fr•anchise or income tax or tem-
porary xecyc ling surcharge payable, the amount of a Wisconsin
credit or a Wisconsin net operating loss, netbusinessloss orcap-
ital loss carrie d for•ward, the taxpayer shall file with the depart-
-ment an amended Wisconsin return reflecting the "same changes.
A taxpayer filing anamendedreturn with ano ther state shall file
an amended Wisconsin return if a credit has been allowed
against Wisconsin taxes for taxes paid to that state and if the
changes affect the amount of Wisconsin net franchise or income
tax or temporary recycling surchargepa•yable, the amount of a
Wisconsin credit or a Wisconsinnet operating loss, net business
loss 'or capital loss canied forward The amended Wisconsin re-
turn shall be filed within 90 days after the date the amended re-
tucn is filed with the internal revenue service or other state.

(c) Where:aud how to submit report or , amended return. An
amended Wisconsin return or a taxpa•yer's repo rt offederal ad-
justments submitted with an amended Wisconsinretutn shall be
filed in accordance with the provisions of s . Tax 2:12 (5) and (6) .
A taxpa•yex's report of federal adjustments. submitted to the de-
paTtment without an amended return shall be identified as re-
flecting federal adjustments made by the internal revenue ser-
vice and:shall be mailed to Wisconsin Department of' Revenue,
Audit Bureau, P.O. Box 8906, Madison, WI 53708-8906. The
report submitted without an amended return may not be made a
part of. or attached to any Wisconsin tax return .

(5) ?ASSESSMENTS AND REFUNDS BYDEPARTMENT... If a taxpay-
er-repotts federaladjustments or files an amended Wisconsin re-
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turn with the department within 90 days after the adjustments be-
come final or after an amended return is filed with the internal
revenue service or another state, thedepartlnent may make an
assessment or issue a refund relating to the report or amended
return as follows :

(a) Assessments.. Under s ; 71 ;,77 (2), Stats., the department
may make an assessment within 4.years fr om the date the origi-
nal Wisconsin franchise or income tax return was filed• . Howev-
er, under s: 71 .77 (7)(a) ; Stats•., if the taxpayer,reported less than
75% of the correctnet income and the additional tax for the year
exceeds $200 for a joint return, or $100 for a retu rn other than
a,joint return, an assessment may be made within 6 ,years after
the return was f~1ed .

(b) Refunds. Under s . 71 .75 (2), Stats ., the department may
issue a refund if an amended return is filed within 4 years of the
unextended date the original Wisconsin franchise or income tax
return was due.

(c) Exceptions 1,, An assessment may be made later than the
4- and 6-year periods provided in pax: (a)if notice of the assess-
ment is given to the taxpayer within 90 days of the date the de-
partment receives a timely report of fedex•al adjustments or an
amended Wisconsin return:, However, the assessment made af=
ter the expiration of the 4- and 6-yeacperiods shall only relate
to those federal adjustments orthe changes on the amended Wis-
consin return ,

2.: If a taxpayer reports federal adjustments to the depart-
ment after the expiration of the 4-year period for filing an
amended Wisconsin return as described in par:, (b), a refund
based upon federal adjustments reducing the taxpayer's federal
tax liability, which are applicable to the taxpayer's Wisconsin
tax or temporary recycling suicharge liability, 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
adjustments

3•. The 90-day period for the department's giving notice of'
an assessment ox issuing a refund may be extended if a written
agreement is entered into by the department and the taxpayer•
prior to the expiration of the 90 days .

4 . If federal adjustments or changes .on an amended return
filed with the intexnalrevenue service or another• state pertain to
a,yeaY• which has been previously field audited by the department
an d the field audit has been fmalized, an assessment or refund
nevertheless may be made . However, the assessment or refund
shall only relate to those federal adjustments or the ch anges on
th e amended return. Notice of the assessment or refund shall be
given to the taxpayer within 90 days of the date th e department
received the report of federal adjustments or anamended Wis-
consin return from the . taxpayer: :

Examplest 1) Federaladjustments were made to an individual's 1989 calendar-
year basis federal income tax return; the adjustments became final on June 1,1994 .,
On August 15, 1994, within 90 days after the adjustments became final, the depait-
mentreceived the taxpayer's report of the adjustments . Although the 4-yeas period
providedby s 71 .,77 ( 2), Stats.; for maldng adjustments to the 1989 Wisconsin re -
tiun expired on Apri115,1994, the department had until November 13, 1994, 90
days afte the date the department received a report of the adjustments, to give no-
tice of anassessment to the taxpayer :

2) An individual filed an amended 1993 calendar-year basislVew York return
on June 1, 1994::An amended Wisconsin return, reflecting the changes on the
amended New York return, was fi led with the department on July 12,1994., Under
the 4-yeai assessmentperiod in s . 71 .77 (2), Stats,the depart menthas 4 years from
April 15, 1994, the due date of the 1993 return, in which to notify the taxpayer• of
any assessment relating to thechanges on the amended New York retuin ;

(s)''TAXPAYER'S FAILURE TO REPORT FEDERAL ADJUSTMENTS
OR FILE AMENDED WISCONSIN RETURNS . (a) Adjustments and
amended retu rns relating to taxable year 1987 and thereafter.
If a taxpayer fails to report federal adjustments or the filing of'
an amended federal or other state xeturn,relating to thetaxable
year 1987 and thereafter, within the 90-day period described in
sub . (3) (b), the departmentmayassess additional Wisconsin
franchise or income tax or temporary recycling surcharge relat-
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ing to the adjustments or amended return within 4 years after dis
cover,y by the department .

Example: An individual taxpaye r filed a 1993 calendar-year basis Wisconsin
income tax return on April 15, 1994., The internal revenue service made adjust-
ments to the 1993 federal income tax retu:n which the taxpayer did not report to
the department within 90 days after the adjustments be camefinal, The internal rev-
enue service reports these adjustments to the department under the exchange of in-
formation agreement between the two agencies on May 1, 1996 ,,The department
may issue an assessment for the adjustments any time on or before May 1, 2000

(b) Adjustments'and amended returns relating to 1986 and
prior taxable years . If a taxpayer fails to report federal adjust-
ments or the filing of an amended federal or o ther state return
which related to 1986 orprior taxable years within the 90-day
period described in sub. (3) (b), the department may assess addi-
tional Wisconsin, fr anchise or income tax relating to the adjust-
ments or, amended return within 10 years after the date theoiigi-
nal Wisconsin return for the year was filed or within 2 years•after
thedatewhen the federal determination of tax,becomes final,
whichever is later:, A return filed before the last date prescribed
,by law, commonly April 15 for an individual reporting on a cal-
endar-year basis, is considered as filed on the last date pre-
sciibed by law under s . 71 .77 ( 8), Stats „

Example : An individual taxpayer filed a 1986 income tax return on April 15,
1987 . The taxpayer filed an amended return with Ohio on .January 1,1988 . The re-
sult of the amended return was a reduction in the net tax paid to Ohio on income
also reported to Wisconsin.. The taxpayer did not notify the department within 90
days of filing the amended Ohio return.. The department has until April 15, 1997,
to issue an assessment for the Ohio amended return's effect on the Wisconsin credit
for taxes paid to other states .

Note : Section 71 :76,1989 Stats, w as amended by 1991 Wis . Act 39, effec ti ve
for federal changes or corrections to a federal income tax return that became fi nal
on or after , August 15, 1991, and for amended federal and other state returns filed
on or aftei August 15,1991 : Under tbe statute in effect immediately prior to the en-
actment of 1991 Wis,, Act 39, ataxpayer was required toreport internalrevenue ser-
vice adjustments to taxable income that affected the income reportable or tax pay-
able to Wisconsin, and to file an amended Wisconsin return if informati on
contained on an amended"federal or other state tax return affected income report-
able or, tax payable to Wisconsin

Note : Secti on Tax 2 105 interprets ss . 71,75 (2),71 7177 ( 2) and(7) and
77 .96 (4), Stats•,

History: Cr Register, January,1979, No.. 277, eff, 2-1-79 ; correction in (3) (a)
1 . a. made under s ; 13:93 (2m) (b) 4, Stats., Register, July; 1987, No, 379; r. (2),
(4) and (5) (d); renum (1); (3),(5)(a) to (c) and ( 6) to be (2),(4), (6) and (7) and
am . (2), (4) (a) l .b., c and e, (b), (6) (a) to (c) and (7), cr, (1),(3) and (5), Register,
Februaazy,1990, No 410, eff 3-1-90; r and n:cr . Register, May, 1996, No,, 485, eff
'6-1-96.

Tax 2.11 Credit for sales and use tax paid on fuel
and electricity. (1) DEFnviTlONS: In this section:

(a) Fuel and electricity "consumed in manufacturing" me ans
only fuel, and electrici ty used to operate machines and equip-
ment used directly in the step-by-step manufacturing process• .
Fuel and electricity are not "consumed in manufacturing" if they

are used in providing ;plantheating, cooling, air conditioning,

communications, lighting, safety and fire prevention, research
and product development, receiving, storage, sates, disttibufion,
warehousing, shipping, advertising or administrative depart-
ment activities . However, fuel andelectricity used directlyin
manufacturing steam which is used by the manufacturer in fur-
ther manufacturing or in heating a facility, or both, is consumed
in manufacturing .

(b) "Manufactuting" has the meaning specified in s . 77,54
(6m), Stats.; by virtue of' s . 71 .28 (3) (a) 1 ., Stats :

(c) .Paid" has the irieaning specified in s . 71 .22 (8), Stats ..
(d) "Sales and use tax under ch. 77 paid by the corpoxation"

has the meaning specified in s .. 71 .28 (3) (a) 2 ., Stats .
(2) CREnrr A1 .1,owasiE (a) Under s . 7128 (3), Stats :,a cor-

poration may reduce its income or franchise tax liability for the
,year by an amount equal to the Wisconsin state and county sales
and use taxes it has paid on fuel and electricity consumed in
manufacturing personal property within Wisconsin .

(b) If' separate gas or electric meters are not used to accurately -
measure the fuel and electricity consumed in manufacturing in
Wisconsin,a reasonable allocation is necessary.:
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(c) The credit is allowable for all Wisconsin and Wisconsin
county sales and use taxes paid during the taxable •year on fuel
or electricity destined for manufacturing purposes, regardless of
when the fuel or. electricity was or is to be consumed .

Note: Refer to Streets and Roads Construction Corporation v. Wisconsin De-
parnnent of Revenue, Wisconsin Tax Appeals Commission, Docket No. 1-6239,
July28,1981,andFortHowardPaperCompanyv WsconsinDepartmentofReve-
nue, Wisconsin Tax Appeals Commission, Docket No., 1-8266, November 1, 1983 ,

(3)' CARRY FORWARD OF IINUSED CREDIT (a) If a corporation
is entitled to`a sales and use tax credit undei s• 71 .28 (3) ; Stats .,
the credit; to the extent not offset by the tax liability of the same
•year; may be offset against the tax liability of the subsequent
year and each 'succeeding yeaYup to a total of 15•years until the
credit has been completely offset ,

Note: The carry forward of the sales tax credit was increased from 5 to 15 years
by 1985 Wis,Act 29, and the 15year carry forward first applies to credits carried
forward from the 1980 taxable year

(b) The sales tax credit shall first be offset against the income
or franchise tax liability computed for the tax year before an un-
used credit from a prior year may be applied •

(4) CREDIT INCLUDABLE IN NET INCOME Under s, 7126 (2),
Stats., the credit computed for sales and use taxes paid on fuel
and electricity consumed in manufacturing under s• . 71 .28 (3),
Stats: shall be included in net income for the tax year, . Except for
tax-option corporations, the entire credit computed for the tax
year is includable in net income, even though the credit is not en-
tirelyused or no income or franchi"se tax liability exista, Under
s . .71 :34 (1) (e), Stats .; tax-option corporations shall only in-
clude in net income the amount-of` credit computedunder s .
71 .,28(3) ; Stats, ; and used to offset the income or franchise tax
liability of the current •year

Note : Section Tax 211 interprets ss .71 .26 (2), 71 .28 (3) and 7134 (1) (e), Stats
History: Cr.Register, February, 1978, No. 266, eff, 3-1-78 ; am;(2) (a) r. (1)

(d), (2) (b) and (3) (a), renuni. (3) (b) and (c) to be (3) (a) and (b), cr : (4), Register,
September,1983, No 333, eff,:10-1-53; am . (1) (intro ) and (3), renum. (1) (a) to
(c) to be (1) (d), (b) and (a) and am, cr, (1) (c), r .and recr (2) and (4), Register; Feb-
ruary, 1990, No. 410, eff.. 3-1-90 .

Tax 2:12 Amended returns. (1) ScorE This section
applies to amended Wisconsin franchise or income tax returns,
amended partnership retutns, amended temporary recycling sur-
charge returns and, amended farmland .preservation credit and
homestead credit claims .

(2)DEFINI'r1oN In this section, "timely filed," in the case of'
an amended return or credit claim, means the amended return or
credit clailri is actually in the possession of the department prior
to the expiration of the statutory limitation period or extended
limitation• period; or, it is mailed in 'a properly addressed enve-
lope with postage prepaid andis received by the department
withinS working daysafterthe last da•y`of thestatutory limita-
tion peiiod or, extended liinitation period„

(3) GENERAI, (a) The department shall accept amended re-
turns and creditclaims to coxrect previously filed original, other
amended or adjusted Wisconsin ffranchise or income taxietutns,
partnership retui•ns, temporary recycling surcharge returns or
farmland preservation credit or homestead credit olaims ; '

(b) Under s. 7135 (6), Stats., and as provided inthis section,
a refund of taxes or credits under ch 71 ; Stats,, or temporary re-
cycling surcharge under, s• 77,96 (4), Stats; may be claimed only
by filing an amended return or- credit claim . ,

(c) An amended Wisconsin retuxn shall be f"iledwith the de-
partment if' either an amended"federairetutn is filed or an
amended return is filed with another state for, which a credit for
taxes has been allowed against Wisconsintaxes ; and the changes
to the amended federal or other state return affect the amountof'
Wisconsin net franchise or income tax oitemporary recycling
surcharge payable, a Wisconsin credit or a Wisconsin net operat-
ing loss, net business loss or capital losscaYried forward .

(d) An amended Wisconsinreturnfiled to report internal rev-
enue sexvice adjustments as provided in s• . Tax 2.105(4) (a) shall
include a copy of the final federal audit report

(e) An amended return or credit claim does not begin or ex-
tend the statute of limitation pexiods for assessing additional tax
or temporary recycling surcharge or claiming a refund .

(4) TItv1ELY FiLING (a) Except as provided in par . (b), if an
amended return or credit claim shows a refund, it shall be filed
within 4 years ofthe unextended due date of the original return

(b) The 47year filing limitation in par . (a) does not apply in
the following situations :

1• Except as provided in subds. 3 . and 4 ., an amended Wis-
consin return or credit claim requesting a refund may not be filed
for any year covered by a field audit which resulted in a refund
or no change in the tax owed, or in an assessment that has be-
come final under s .. 71•,88 (1) (a) or (2) (a), 7 1 ,89 (2), 73•01 or
73 .015, Stats.,pxovided the department advises the taxpayer that
the field audit is final unless, the taxpa•yer, appeals the result .

2. Except as provided in subds . 3 . and 4 ., an amended Wis-
consin return or credit claim requesting a refund may not be filed
for any item of income or deduction assessed as a result of an of-
fice audit, provided the assessment has become final under s .
71 .88 (1) (a) oi (2) (a), 71 .89 (2), 73•01 or 73 .015, Stats .

3 . An amended Wisconsin return or credit claim requesting
a refund of the tax or temporary recycling surcharge paid as a re-
sult of an office audit or field audit assessment may be filed with-
in 2 years of the date the tax or temporary recycling surcharge
was assessed if no petition for redetermination was filed ;

4. An amended Wisconsin return requesting a refund of an
overpayment attributable to a capital loss carryback may be filed
by a corporation within 4 yeaYs after the due date, or extended
due date, for filing the return for the taxable'•yeax of the capital
loss that is carried back .

5 . If the limitation period for making an assessment Or re-
fund has been extended by written agreement between a taxpay-
eiand the department, an amended Wisconsin return or credit
claim requesting a refund relating to the year or• years covered
by the extension agreement may befiled during the extension
period.

6 .. An amended Wisconsin return filed under the provisions
of' sub . (3) (c) shall be filed with the d'epaxl,lnentwithin 90 days
after the date the amended federal orother, state return is filed.

7 . An amended Wisconsin return filed under the provisions
of sub . (3) (d) shall"be filedwith the departmentwitlrin 90 days
of the date on which'the federal audit adjustmentsbecome final .

8 . An amended Wisconsin return filed under the provisions
of s . 71 .30 (4), Stats., to claim a reduction of income resulting
from a renegotiation or price redeterrnination of''a defense con-
tract or subcontract shall be filed within one yearof the final de-
termination

Note: Refer to s . Tax 2 .105 for additional information regarding amended Wis-
consin returns required as a result of filing ;amended federal or other statereturns,
orreports required as aresultof federal auditadjustments made by;the internal teve-
nue service

(5) FoR1vIS (a) Except as provided in par . (b), an amended
Wisconsin return or credit claim requesting a refund shall be
filed on the proper form as shown in the followingaable, in,the
manner prescribed in sub (6) . An amended return fiied for a
purpose otherthan to request a refund is not required to be filed
on the forms indicated below =

ORIGINAL FORM AMENDED FORM

1 1 1A,WI-Z, 1X

1NPR 1NPR

1 or 1A with Schedule H 1X + corrected H*

1 with Schedule FC 1X + corrected FC*

1NPR with Schedule H or 1NPR + corrected H or FC*
FC
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Tax 2.12 WISCONSIN ADMINISTRATIVE COD E

Schedule H alone Schedule H

2 2

3 3

3S 3S

ORIGINAL FORM AMENDED FORM

4 _ 4X

4I. 41

4T 4T

5 4X

5S 5S

1CNP 1CNP

1CNS 1CNS

* If H or• FC is changed .,

(b) The department may prescribe a special form foi• taxpay-
ers to use in claiming a refund, to address a specific tax issue• .
In this situation, thespecial form may be used in lieu of the
amended form prescribed in par. (a) .

Example: Wisconsin form lX-R was developed in 1993 to address the issue of
the flow-through of interest exempt fiom Wisconsin taxes received from a quali-
fied retirement plan

(6) MANrrEx (a) An amended zeturn ox credit claim shall be
in writing, indicate the reporting period for which the change
was made and contain a statement setting forth the specific
grounds upon which the amended form is based• .

(b) An amended return or credit claim other than fornl1X or
4X shall be identified as an amended form by checking the
"amended return" box if one is provided on the form ox by mac'k-
ing "AMENDED" across the top of the first page of the amended
form.

(c) An amended return or credit claim requesting a refund
may not be made a part of or attached,to any originalWisconsin
return or credit claim.

(d); An amended return or cr'edit claim,shall be mailed to the
department at the address specified on the form or in its instruc-
6ons or at the address provided for mailing amended Wisconsin
.retuins or credit claims .

Note ; The address for.mailing amended Wisconsin retutns or credit claims is
Wisconsin Department of Revenue, P.O . Box 8991, Madison, WI 53708=8991 .

Note : Sections 71 :75 (2) and71 77 (5),1989 Stats ..; were amended by 1991 Wis ..
Act 39, effective August 15, 1991 . Under the statutes in effect immediatelyptior
to the enactment of 1991 Wis :: Act 39, sub,; (4) (b)4 didnot apply.

Note: Section 7176,1989 Stats,was amended by 1991 Wis . Act 39, effective
fotfederal changes or corrections to a federal income tax return that became final
on or after August 15, 1991, and for amended federal and other state returns filed
on or aftetAugust 15, 1991 . Under the statute in effect immediately prior to the en-
actmentof 1991 Wis .. Act39, ataxpayei-was required to tepoitinternalrevenue ser-

'vice adjustments to taxable income that affected the income reportable or tax pay-
ableto Wisconsin,and to file an amended Wisconsin return if infoimation
contained on an amended federal or other state tax revun atrected income report-
able or tax .payable.to Wisconsin

Note : Section 71,75 (4),1989 Stats, was amended by 1991 Wis . Act 39, effec-
tive for field audit notices issued on or after October1, 1991 . Under the statute in
effectimmediately priorto the enactmentof 1991 Wis . Act 39, thelimitation in sub .
(4) (b)1 . applied only to field audits which resulted in an assessment ofadditional
tax

Note: SectionTax2„12intetpretsss71 ..30(4),71 .74,71..75,7136,71„77,71 .80
(18) and 77 .96 (4), Stats ,

History: Cr. Register, August, 1976, No . 248, eff, . 9-1-76; am. (1) (a), Register,
September,1983, No . 333, eff 10-1-83; am, (1) (a) and (b), r. and recr. (1) (c) and
(2), Register, Febtuary,1990,No .410, eff 3-1-90 ; r, and recr . Register, May, 1996,
No., 485, eff 6-1-96.

Tax 2.30 Property, located outside Wisconsin -
depreciation and sale. (1) SCOrE . This section applies only
with respect to resident individuals, estates, and trusts• .

14

(2) DEFir1I'r1ON . Inthis section, "internal revenue code"
means the internal revenue code in effect for the taxable year
specified in s . 71 .01 (6), Stats .

Example : For taxable year 1988, `Snternal, revenue code' means the internal
revenue code in effect on December 31, 1987 . '

(3) RESIDENT INDIVIDUALS, ESTATES, AND TRUST'S . Income or
loss derived from property and business located outside Wiscon-
sin by resident individuals, estates, and trusts, is taxable or de-
ductible as approptiate under',ch 71, Stats . Except as provided
in sub . (4), the basis for depreciation and for determining gain
or loss on disposition of property for these taxpayers is the same
as the basis determined under the internal revenue code, whether•
the property was acquired before becoming .or while a r'esident
of this state.

(4) ExcslrlTONS(a) When an individual acquires a new resi-
dence, the adjusted basis of the new residence is not reduced for,
nonr'ecognized gain from the sale or exchange of an old resi-
dence located outside Wisconsin if :

1 . The sale or exchange of the old residence occurred in tax-
able year 1975 or thereafter when the individual was not a resi-
dent of Wisconsin; or

2. . The sale oi exchange o f the old residence occurred before
taxable year 1975,whether the individual was a resident or not
at the time of the sale or exchange .

(b) When an individuabsells oi exchanges a principal resi-
dence located outside Wisconsin and the nonrecognition of gain
provisions do notapply;.the adjusted basis of the residence .sold
or, exchanged is not reduced for nonrecognized gain from any
previous sale or exchange of a principal residence located out-
side Wisconsin if:

1 : The previous sale ar .exchange occurred in taxable,year
1975 or thereafter when the individual was not a resident of Wis-
consin ; or,

2 . The previous sale or exchange occurred before taxable
year;1975, whether• the individual was a resident or .not at the
time of'the,sale or exchange,.

Example: . A taxpayer becomes a Wisconsin resident on July 1, 1988,Prior to
becoming a Wisconsin resident the taxpayer had owned several different homes
Eachtime a new home wasacquired, the federal nonrecognition of gain provisions
applied with respect to the gain realized from the sale of theprevious home,, Upon
becoming a Wisconsin resident, the taxpayer owned a home in Missouri with a fed-
eral adjusted basis of $65,000 ($95,000 cost, less $30,000 of gains'postponed from
prior sales) . TheMissouri home was sold for $97,000 in August 1988T1ie taxpayer
decidesnot to purchase a new residence• : The Wisconsin adjusted basis of the Mis-
souri home is $95,000 . '

(c) For residential real property and certain agricultural real
property placed in service duYing taxable year 1986„ depieci-
ation and gain or loss on disposition of the property shall be com-
puted under the internaltevenue code in effect on December 31,
1980 unless :

1 . . The property is placed in service out-of-state by a tax-
payexduring taxable year 1986before the taxpa,yex beco.mes a
Wisconsin resident, In this case, the .property's adjusted basis
and depreciation are the same as the amounts allowable for fed-
eral tax purposes .

E-pie: A taxpayec becomes a Wisconsin resident on January1, i987. Prior
to that date, the taxpayer is an Illinois"residerit On July 1 ;`1986, the taxpayer pur-
chases and places in service residential real property located in Illinois .. On the tax-
payer's 1987 Wisconsin return ; the taxpayer's adjusted basis and depneciationon
this property will be the same as the amounts shown on the taxpayer's 1987 federal
return . The taxpayet'does not have torecontpute the basis of the property and de-
preciate it using.one of the methods permitted under, the December 31, 1980 Code .

2. The property locatedout-of-state is acquired in a trans-
action occuixing in taxable year, 1986 or thereafter where the ba-
sis of the property in the hands of the transferee i's thesame as
the adjusted basis of the property in the hands of the transferor .
The adjusted basis ofthe property on the date of the transfer is
the same as the federal adjustedbasis

Example: A taxpayer is a Wisconsin resident . The taxpayer receives by gift on
January 1,,1986, residential real property located in Illinois .The adjusted basis of
the property to the donor, nansferor, is $200,000 In acquiring the property by gift,
the taxpayer, transferee, receives the same adjusted basis in the propeity as the

~
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transferor. The Wisconsin adjusted basis will be the federal adjusted basis on .Janu-
ary 1, 1986 .

Note: In the case of Wi sconsin Department ofRevenue vs Romairil . Howick,
100 Wis . 2d 274(1981), the Wisconsin supreme court held that for the purpose of
determining a loss on a sale, the basis of property located outside Wisconsin ac-
quired before the owner became a Wisconsin resident is the basis determined under
the internal revenue code. In this section the same principle is applied to gains real-
ized omthe disposition ofsuch property . This principle was codified into s 7105
,(1) (m), Stats., by 1985 Wis Act 261, effective for the earliest taxable year in re-
spect to which additional assessments or refunds may be made. Section 71 .05 (1)
(n) and (o), Stats:, was alsocreated by 1985 Wis. Act 261 toprovide exceptions with
respect to a principal residence effecti've for thesame period of time .. Section 71 .05
(1), (m), (n), and (o); Stats, was renumbbered s 71.05 (12) (a), (b), and (c), Stats .,
by 1987 Wis, Act 312.

Note: Section 71,07 (1), Stats, was amended by Chapter 39, Laws of 1975, ef-
fective with the 1975 taxable year. Prioi, to the 1975 taxable year, income or loss
derived from real property or tangible personal property followed the situs of the
property from which derived Section 71 .07 (1), Stats , was renumberedss : 71 .04
(1) (a) and 71 .362 (1), Stats, by 1987 Wis Act 311 :

Note : Section Tax 2 .30 interprets ss 71 .05(12) (a), (b) and(c), (15), (16), (17)
and (18) and 71.04 (1) (a), Stats. )

History: Cr. Register, April, 1978, No. 268,eff 5-1-78 ; r. andrecr. (3), Regis-
ter,July„ 1982, No. 319, eff. 8-1-82; r: (2), renum (1) to be (2) and am, cr. (1) and
(4), am, (3), Register,June, 1990, No. 414, eff.. 7-1-90

Tax 2 .31 Compensation received by nonresident
members of professional athletic teams . (1) ScoPs
This section appoitionsand allocates to Wisconsin, in a faiY°and
equitable mannei, a noniesident employe's total compensation
for services rendered in Wisconsin as a member of a professional
athletic team : The section does not appl•y to employes domiciled
in a state with which Wisconsin has a reciprocity agieement, .

Note: . Wisconsin has reciprocity agreements with Illinois ; Indiana, Kentucky,
Michigan and Minnesota

(2) DEFINIITONS In this section :
(a) Except as provided in subds . 1, . and 2„ "duty days" means

all days during the taxableyear from the beginning ofa profes-
sional athletic team's official pre-season training period through
the lastgame in which the team competes or is scheduled to com-
pete and da,ys on which a member of a professional athletic team
renders a service for a team ona date outside this time petiod.
Rendering a service includes conducting training and rehabilita-
tiori activitiesatthe faciiities of the team. Included within du •ty
days shall be game days, practice days, days spent at team nieet-
ings, promotional caravans and preseason training camps, days
spent participating in instructional leagues, days spent at special
games such as the "Pro, Bowl" or an "all-staz" game and days
served with the team through all post-season games in which the
team competes or is scheduled to compete The following ex-
cept'ions to this definition apply :

1, : Duty days for anyperson who joins a professional athletic
team after the beginning of the team's official pre-season train-
ing period shall begin on the day the person joins the team .. Con-
versely, duty days for any person who leaves a professional ath-
letic team before the last scheduled game shall end on the day the
person leaves the team: Where a person switches professional
athletic teams duiing a taxable year, separate duty day calcula-
tions shall be made for. the periods the person was with each
team .

2 . Days forwhich a member of a professional athletic team
a a .• . : a-_ r_ L .iS nGt Ci~upcrisateu auu IS not renu _iuig Sei JiceS for uic_ i.eaiu i n

any manner, including days when the member has been sus-
pended without pay and prohibited from performing any ser-
vices for the team, may not be treated as duty days ..

(b) "Member of a professional athletic team" includes em-
ployes who are active players, players on the disabled list or any
otherpersons such as coaches, managers and trainers, and who
are required to and do travel with and perform services on behalf'
of a professional athletic team on a regalar, basis ;

(c) "Professional athletic team" includes, but is not limited
to, any professional baseball, basketball, football, hockey or
soccer team .

(d) "Total compensation for seivices rendered as a member
of a professional athletic team" means the total compensation re-

ceived duiing the taxable year by the member for services ren-
dered from the beginning of the official pre-season training pe-
iiod through the last game iit which the team competes or is
scheduled to competeduiing that taxable year, and during the
taxable year , on a date outside this time pexiod The compensa-
tion includes,but is not limited to, salaries, wages,bonuses as
desc ribed in sub (3) (c) and any other type of compensation paid
during the taxable year to a member of a professional a thletic
team for services performed in that year: The compensation may
not include strike benefits, severance pay, termination pay, con-
tract or option year buy-out payments, exp ansion or relocation
payments or anyotherpayments not related to services rendered
for the team,•

Examples: Services rendered on a date that does not fall within the regular sea-
son include .participation in :

1) Instcuctional leagues
2) The "Pro Bowl "

3) Promotional caravan s

(3) METHOD oF A1,1,ocAT1oN. ( a) General. The allocation to
Wisconsin of income earned by a nonxesidentemploye as total
compensation for services rendered as a .member of a profes-
sional athletic team shall be made omthe basis of a fraction, the
numerator of which is the number of du •ty days spent within Wis-
consin rendering services for the team in any manner during the
taxable yearand the denominator of which is the total number
of duty days spent both within and outside Wisconsinduring the
taxable year .

(b) Duty days during the taxable year. Duty days shall be in-
cluded in th e fraction described in par, ( a) for the taxable •yeai• in
which they occur, including where axeam's official pre-season
training period through the last game in which the team com-
petes, or is scheduled to compete, occucs duiing more than one
taxable year. The following additional provisions appl•y:

1 . Days during which a member of a professional athletic
team is on. the disabled list,does not conduct rehabilitation acti-
vitiesatfacilities of the team and is nototherwise rendering ser-
vices for the team in Wisconsin, may not be considered du ty
days spent in Wisconsin . However, all days on the disabled li st
shall be included in the total duty days spent both with inand out-
side Wisconsi n

2. Travel days that do not involve either a game, practice,
team meeting;promotioiial carav an or o th er similar team event
may not be considered duty days spent in Wisconsin but sha llbe
considered in the total duty days spentbothwithin and outside
Wisconsin.

(c} Bonuses. Bonuses which shallbe included for purposes
of the allocation described in par . (a) aaze :

1 . Performance bonuses earned as a result o f pla•y during the
season, including bonuses paid for championship, playoff or
"bowl" games played by a team or for, selection to all-star , league
or other honorary positions.

2 . Bonuses paid for signing a contract, unless all of the fol-
lowing conditions are met:

a. The payment of the signing bonus is not conditional upon
sigr.. .,e playing any games for t<he team. o: pe,rr ..ing a .̂y

subsequent services for :the team, or even making theteam ,
b,: The signing bonus is payable separately from the salary

an d any other compensation. '
c . The signing bonus isnomefundable .

Examples: The following examples illustrate the provisions of this subsec tion :
1) Player A, a member of a professional athleti c team, is a nonresident of' Wis-

consin,. Player A's contract for the team requiresA to report to the team's training
campand"toparti cipateinall ezknbition,regularseason, andplayoff games. Player
A hasa two-year contract which coversseasonsthatoccur duringtaxable year
1/taxable year 2, and taxable year 2/taxable year 3 , Player As contractprovides
that A receive $500,000 for the se as on which occurs during taxable year, 1/taxable
yeaz-2, and$600,000 forthe season which occtus during taxable year2/taxable year
3 . Player A'receives $550,000 from the contract during taxable year 2 ($250,000
for one-half the year 1/yea,2 season and $300,000 for one-halfthe year 2/yeat 3
season)..' The portion of thebompensati on received by Player A for taxable year 2
which is;allocable to Wisconsinis determined by multiplying the compensati on
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Player A receives during the taxable year ($550,000) by. a fraction, the numerator
of which is the total number of duty days Player .A spends rendering services for
the team in Wisconsin during taxable year 2(attcibutable to both the year 1/year 2
season and the year 2/ysar 3 season) and the denominatorof which is the total num-
ber of Player A's•duty days spent both within and outside Wisconsinfor the entire
taxable year 2

2) Player B, a member of a professional athletic team, is a nonresident of Wis-
consin:"Duting the season, B isinjured and is unableto render services forB's team
While B is undergoing medical treatment at a clinic, which is not a facility of the
team but is located in Wisconsin, B's team travels to Wisconsin for a :game.; The
days B's team spends in Wisconsin for practice, games, meetings, etc., while B is
present at the clinic, are not considered duty days spent in Wisconsin for Player B
for that taxable year; but those days are included within total dutydays• spent both
within and outsideWisconsin .

3)Player C, a membet'of a professional athletic team, is a nonresident of Wis-
consin During the season, Cis injured and is unableto render servicesforC'steam.
C performs rehabilitation exercises at the facilities of C's teamin Wisconsin as well
as atpersonal facilitiesin Wisconsin: The days C performs rehabilitation exercises
in the facilities of C's team are considered duty days spent in Wisconsin for Player
C forthat taxable year . However, days Player C spends atpersonal facilities in Wis-
consin are not considered duty days spent in Wisconsin for Player C for that taxable
year, but those days are included within total duty days spent both within and out-
side Wisconsin.

4) PlayerD, a memberofaprofessionalathleticteam, is a nonresident ofWis-
consin . Duringthe season, D travels to Wisconsin to participate in the annual all-
star game as arepresentative ofD's team . The days D spends in Wisconsin for prac-
tice, the game, meetings, eto, are considered to be duty"days spent in Wisconsin
for Player D for that taxable year', as well as included within total duty days spent
bothwithin and outside Wisconsin .

5) Assume the same facts as in example 4, except that Player D is notparticipat-
ing in the all-star game and is not rendering services for D's team in any manner
Player D is instead tcaveling to and attending the game solely as a spectator . The
days Player D spends in Wisconsin for~ the game are not considered to be duty days
spent in Wisconsin However ; those days are included within total duty days spent
both within and outside Wisconsin:

6) Player E, a member of a professional athletic team, is a nonresident of' Wis-
consin. Duringthe pre-season, E travels to Wisconsin to participate in a uaining
camp which E's team conducts in Wisconsin E ;performs no further services in
Wisconsin E's team does not play any regular'season or playoff games in Wiscon-
sin. The days E spends in Wisconsin at the team's training camp are considered to
be duty days spent in Wisconsin for Player E for that taxable year .

(4) Aiz'ERNAT1vE 1v1ETHODS OF AiLOCaT1oN It is presume d

that application of the provisions of this section will result in a
fair and equitable apportionment of compensation received by
nonresident members ofprofessional athletic teams•. Where it
is demonstratedthat the method provided under this section does
not fairly and equitably apportion the compensation, the depaazt-
ment mayrequire the member ofa professional athletic team to
apportion and allocate the compensation under a method which
the department prescribes, provided the prescribed method re-
sults in a fau- and equitable appoYtionment . A nomesident mem-
ber of' a professional athletic team may submit a proposal for an
alternative method to apportion compensation where the mem-
ber, ddemonstrates that the method provided under this section
does not fairly and equitably apportion the compensation• The
proposed method shall be fully explained on the member's Wis-
consin income tax return .

Note : Section Tax 2 31 interprets ss . ; 71 .02 and 71 .04 (1) (a) and (11), Stats ..
Histoiy: Cr Register, lvlay, 1996, No' 485, eff : 6-1-96

Tax 2 .39 Apportionment method. (1) GENERAI. Ex-
cept as provided in sub : (3) (a) ; any person, except resident indi-
viduals, resident estates and resident trusts, engaged inbusiness
both within and without Wisconsin shall report by the statutory
apportionment method when the person's'ousiness in Wisconsin
is an integral part of a unitary business unless the department, in
writing, allows repoxtings on a different basis

Note : Refer to ss . 71 04 (4) and 71 .25 (6), Stats
(2) DEFiNrrtoNS,, In this section:

(a) "Apportionable income" :has the meaning in s .. 71 .25 (5)
(a), Stats .

(b) "Engaged in business within and without Wisconsin"
means having business activitywhich is sufficient to create nex-
us inWisconsin and at least one other state or foreign country,

(c) "Gross receipts" means gross sales less returns and allow-
ances,plus service charges ; freight, carrying charges or time-
price differential charges incidental to the sales. Federal and
state excisetaxes,including sales and use taxes, shall be in-
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cluded as partof the receipts if the taxes are passed on to the pur-
chaser, or included as part of the selling price of the product .

(d) "Nexus" means that a taxpayer's business activity in a
state or foreign country is of' such a degree that the state or for-
eign country hasjurisdiction to impose an income tax or fran-
chise tax measured by net income on the taxpayer.• Nexus may
exist even if a stateor foreign country does not impose a tax on
the taxpayer:, Conversely, voluntary filing and paying income or•
franchise taxes when not required to do so, or paying a fee for
qualification, organization or for the privilege of doing business
in that state or foreign country does not, .in itself, create nexus .

Note: Refer to.s Tax 2 .82 for a description of factors which are recognized in
determining whether nexus exists

Examples: 1) State A imposes a corporation franchise tax measured by net in-
come for the privilege of doing business in that state . Corporation X files a return
and paysthe $50 minimum tax, although it carries on no activities in State A . Cor-
poration X does not have "nexus" in State A under these circumstance s

2) State B requires all nonresident corporations which qualify or register to do
business in State B to pay to the secretary of state an annual license fee or tax for
the privilege of doing business in the state regardless of whether the privilege is in
fact exercised . The amount paid is determined according to the total authorized
capital stock of the corporation; the rates are progressively higher by bracketed
amounts . The statute sets a minimum fee of $50 and a maximum fee of $500.. Fail-
ure to pay the tax bars a corporation from utilizing the state courts for enforcement
of its rights . State B also imposes a corporation income B and pays the required fee
to the secretary of state but does not carry on any :, activities in State B other than
utilizingits courts, Corporation Y does not have "nexus" in State B under these cir-
cumstances

3) State C requires all .nonresident corporations qualified or registered to do
business in State C to pay to the secretary of state an annual permit fee or tax for
doing business in the state; The base of the fee or tax is the sum of (1) outstanding
capitalstock, and (2) surplus and undivided profits . The fee or tax base attributable
to State C is determined by a three-factor apportionment formula. Nonresident
Corpotation Z, which operates a plant in State C, pays the required fee or tax to the
secretary of state. Corporation Z by virtue of its operation of a plant in State C has
"hexus" in State CI

4) State D imposes a'corporation franchise tax measured by net income for the
privilege of doing business in that state .; Corporation W files a return based upon
its business activities in the state but the amount of computed liability is less than
the minimum tax : Corporation W pays the minimum tax Corporation W has"nex-
us" instate D under these circumstances

5) Cotporation U is actively engaged in manufacturing farm equipment in State
E. State E imposes a net income tax but exempts corporations engaged in manufac-
turing farm equipment . Corporation U has "nexus" in State E under these circum-
stances,

6) Corporation V has a sales office and warehouse located in State F' . State F does
not impose a corporation franchise or income tax, . Corporation V has "nexus" in
State F ,

(e) "Nonapportionable income" has the meaning in s• 71 .25
(5) (b), Stats :

(f) "State" means any state of the United States, the District
of' Columbia, the commonwealth of Puerto Rico, and any terxito-
ry orpossessionof the UnitedStates•, A foreign country is not a
state:

(3) APpoRTlONiv1EN'r FRAC'r1oN (a) For the reporting of in-
come for the purposes of franchise or income taxation ; all busi-
nesses except financial organizations and public utilities as de-
fined in ss . 71 .04 (8) and 71 .25 (10), Stats ., shall use an
apportionment fraction composed of a sales factor representing
50% of the fraction, a property factor representing 25% of the
fraction and a payroll factor representing 25% of the fraction .
Property, payroll or sales related to the production of nonappor-
tionable incomedescribed in s•; 71 .04 (1) and (4) or 71 .25 (5) (b),
Stats., may not be included in either the numerator or the denom-
inatorof anyof theapportionment factors : If oneof thesefactors
is omitted pursuant to s; 71 .04 (10)`or 71 .25 (11); Stats :, theper-
centages bf'the fraction representedb,y the remaining factors
shall be. adjusted as follows:

1. If either the property factor or• payroll factor is omitted,
the other factor shall•represent 33 1/3% of the fraction and the
sales factor shall represent 66 2/3% of the fractio n

2 : If the sales-factor is omitted, the property factor and the
payroll factorshall each represent 50% ofthe fraction .

Note : See ss . Tax 2.46, 2••47, 2 :475, 2 .48, 2 49,250 and 2 .505 for special appor-
tionment fractions of interstate air carriers, motor carriers, railroads, sleeping car
companies, carline companies, pipelines, finance companies, publioutilities and
professional sports clubs
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(b) The apportionment method may be used only if the tax-
payer has nexus in Wisconsin and at least one other state or for-
eign,countr•y and its business within Wisconsin isan integral part
of a unitary business.

Note : Refer toss„ 71 .04 (4) and71 .25 (6), Stats ,

(4) PROPERrY FACTOR (a) Numerator, denominator. The

numerator ofthe property factor shall include the average value
ofthe real and tangible peisonal propexty owned or rented and
used by the taxpayer in Wisconsin in the production of appor-
tionable income during the tax period,. The denominator shall in-
clude the average value of all of the real and tangible personal
property located eve •rywhere owned or rented and used by the
taxpayer in the pxoduction of• apportionable income during the
tax period. Propexty in transit on the date ordates for deteimin-
ing its average value, as described in par, (f), shall be considered
to be at its destination, for, purposes of' computing the property
factor . The value of mobile or movable propexty such as
,construction equipment, trucks, airplanes or other equipment
which is located within and without Wisconsin during the tax pe-
riod shall be determined for purposes of the numerator of the fac-
tor• onthe basis of the:xatio of time used, seivicedand stored
within Wisconsin to total time used, serviced and stored during
the taxperiod . However, an automobile assigned to a traveling
employe shall be included in the numerator of the factor, if the
employe's compensation is assigned to Wisconsin under the
payroll factor.

Note: Refer to ss 7104 (5) and 71 .25 ( 7), Stazs .

(b) Owned property, Property owned by the taxpayer is val-
ued'atits oxiginal cost for.purposes of computing the property
factor., As a general rule "original cost" is deemed to be the basis
of the propertyfox federal income tax purposes, ptioc to any ad-
justments at the time of`acquisition by the taxpa•yer and adjusted
by subsequent capital additions or:improvements to the property
and partial disposition 'of the property, by reason of• sale, ex-
change, abandonment or other means . If the otiginal cost of'
property is unascextainable, the propexty shall be included in the
factox at its fau market value as'of'the date of`acquisition b•y=the
taxpayer . Any subsequent adjustments, other than depreciation
or "amortizafion, to net income which affect pxoperty, such as
capitalizations of repairs and adjustments to inventory, shall also
be included in the property factot. The original cost of depletable
property such as mines ; oil and gas wells and timber, shall be re-
duced by any extraction to the extent that cost depletion has been
allowed. Inventories shall be included in the factor in accor-
dan ce with the valuationmethod used fox Wisconsin income or
franchise tax piuposes . Pcoperty acquired by gift or inheritance
shall be included in the factor at its basis for• federal income tax
purposes Pollution abatement equipment or waste tteatment fa-
cilities wxitten ,off as an expense under s .. 71 .04 (2b) and (2g),
1985-86 or prior yeaxs Stats .but still in use, shall be included
at original cost.

Note: Refei to ss 71 04 (5) (c) and 71..25 (7) (c), Stats

(c) Rented property. Pxopertyxentedby the taxpa•yex is val-
ued at 8 times,the net annual rental determined at axm's length
fox purposes.of'computing the property factor . Net annual rental
is the annual rental paid by the taxpayer, ox allocated by the de-
partment .puxsuant to s 71 .10 (1), 71 .30 (2) or' 71 .80 (1) (b),
Stats., less an y annualxental received by the taxpayer from sub-
icentals . In exceptional cases this definition of net annualxental
may result in a negative value or clearly inaccuxatevaluafion. In
these exceptional instances any other method which will prop-
erlyxeflect the net annual rental value may be required by the de-
parfinent or may be requested bythe taxpayex ; however, in no
case may the net annual rental be'less than an amount which
bears the same ratio to the total annual rental paidby the taxpay-
er as the rental value of the part of the property used by the tax-
paye,r in the production of apportionable income bears to the to-
tal rental value of the same rental property .

(em) Annual rental In this subsection, annual rental :

1 .. Is the amount paid as rental for the property fox• a
12-month period. Where property is rented for less than a
12-month period, the net rent paid for the actual period of rental
shall constitute the "annual rental" for the tax period . Where a
taxpayer has rented property for, a term of 12 or more months and
the tax period for which the property factor is being computed
covers a period of less than 12 months, such as may be due to a
reorganization or change of accounting period, the net rent paid
for the short tax period shall be annualized; however, if the rental
term is for less than 12 months ; the rent shall be adjusted accord-
ingl,y.

2. Is theactual sum of money or other consideration pay-
able, d'uectlyor ind'uectly, by the taxpayer or fox its benefit f•or
the use of the property and includes :

a: Any amount payable for the use of real or tangible person-
al property, or any part of the property, whether designated as a
fixed sum of money or as a percentage of sales, profits, or other-
wise„

b,. Any amount payable as additional rent or in lieu of rents,
such as interest, taxes, insurance;' repairs or any other items
which are required to be paid by the terms of the lease or other
arrangement, but does not include amounts paid as service
charges, such as utilities or , janitar services,. If a payment in-
cludes rent - and other charges unsegregated, such as rental
charges for public warehouses, the amount of rent shall be detex-
mined by making a reasonable allocation between the rent and
the other items

3 „ Doe •s not include incidental day-to-day expenses such as
hotel or motel accommodations ; daily rental of automobiles or
royalties based on extraction of natural resources; whether rep-
resented by delivery or purchase . For this purpose; a royalty in-
cludes an amount paid to a holder of an interest in real property
which constitutes a'shaing of current or future production of
natural resources from the propexty,,whether denominated as
royalty, advanced royalty, rental, delay rental or other•wise .

Note : Refer, to ss 71 04(5) (c) and 7125 (7) (c), Stats

(d) Leasehold irnprovements Leasehold improvements
shall, fot the purposes of the property factoi, be treated aspxop-
erty owned bythe taxpayex : regardless of whether the taxpayer
is entitled to remove the irnprovements or the improvements re-
vert to the lessor upon expiration of the lease. The oxiginaTcost
of• leasehold improvements shall be included in the factor.

(e) Construction in progress . Property ox equipment under
construction during thetax pexiod, except inventoriable goods
in process, shall be excluded from the factor until the property
is actuall•y used by the taxpayer in the regulat• course of its trade
or business,. If' the property is partially used by the taxpa•yex in
the regulax course of its trade or business while undei constcuc-
tion, the value of the propertyto the extent usedshall be included
in the property factor:

(f)Averaging property values . As a general rule the "average
value" of property shall be determined by averaging the value
at the beginning and ending of the tax period, but the department
may require or the taxpayer may utilize the averaging of month-
ly values during the tax period if reasonably required to properl•y
ieflect the average value of' the taxpa•yer's property: Averaging
by monthly values shall generally be applied if substantial fluc-
tuations in the values of the property exist during the tax period,
or w7iere pxoperty is acquired after the beginning of thetax peri-
od or disposed of before the end of the tax period.

Note: Refer to ss, 7104 (5) (d) and 71 .25 (7) (d), Stazs

(5) PAYROil, FACTOR : ;(a) Numerator; : denominator. The nu-
meratox of the payroll factor shall include the total amount paid
in Wisconsin during the tax, period by the taxpa•yer for .com-
pensation in the productionof' apportionable income and the de-
nominator shall include,the total compensation paid everywhere
during the tax period by the taxpayer in the production of appor-
tionable income. Compensation is,paid in, Wisconsin and in-
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cluded in the numerator if, as provided in ss, 71••04 (6) (b) and
71 .25 (8) (b), Stats ., one of the following applies:

1 .. The individual's service is performed entirely within
Wisconsin..

Example: Corporation A has a manufacturing plant located in Wisconsin . The
compensation of an Illinois resident who works at the Wisconsin manufacturing
plant is included inahe numerator of the payroll factor since the employe's service
is performed entirely in Wisconsin . .

2 .• The individual's service is performed within :and without
Wisconsin, but the service perfor•med without Wisconsin is inci-
dental to the individual's service within Wisconsin .

Example: Corporation B has its headquarters and amanufactmingplantin Wis-
consin . Corporation B also has a manufacturing plant located in Indiana . The man-
ager of the' Wisconsin manufacturing plant spends two weeks duxing the tax year
at the manufaeturing pl ant located in Indiana training the new plant manager .. The
compensation of,the Wisconsin plant manager is included in the numerator of the
payroll factorbecause iheputposesperfoxmed in Indianais incidental to the service
performed inWisconsin.

3 . A portion of the service is performed in Wisconsin and
the base of operations of the individual is in Wisconsin••

Example:Cotporation C has a sales office located in Wisconsin . A salesperson
working out of the Wisconsin office solicits sales in Wisconsin, Minnesota and
Iowa, Since a portion of the salespetson's service is performed in Wisconsin and
the salesperson's base of operations is in Wisconsin, the compensation of the sales-
person is included in the numerator of the payroll factor .

4: A portion of the service is performed in Wisconsin and,
if there is no base of' operations, the place from which the indi-
vidual's service is directed or controlled is in Wisconsin• .

Example: Corporation D has its regional sales office in Wisconsin .. An Iowa res-
ident works out of her home as a salesperson for Corporation D and solicits sales
inlowa, Illinois and Wisconsin . The salesperson is directed from the regional sales
office located in Wisconsin . The compensation of the Iowa salesperson is included
in the numerator of the payrollfactorsince a portion of her service is performed in
Wisconsin, she has no base of operations and she is directed from Wisconsin :

5 . A portion of the service is performed within Wisconsin
and neither the base ofoperations of the individual nor the place
from which the service is,diuected or controlled is in any state in
which some part of the service is per•formed, but the individual's
residence is in Wisconsin .

Example: Corporation E is headquartered in and has its sales office inIndiana
and maintains inventory in Wisconsin . A Wisconsin residentsalespetson solicits
salesinWisconsinandMinnesota The compensation ofthe Wisconsin salesperson
is included in the numeratorofthepayroll factor since apoition ofthe salesperson's
service is performed in Wisconsin ;:the salesperson is a resident of Wisconsin and
the salesperson is directed or controlled from Indiana but performs no services in
Indiana :

6• The individual is neither a resident of nor perfoims ser-
vices in Wisconsin but is directed or controlled from an office
in Wisconsin and returns to Wisconsin periodically for business
purposes andthe state in which the individual'resides does not
have•jurisdiction to impose income or, franchise taxes on the em-
ployer.

Example: CotpotationFhasitssalesofflceinWisconsin Asalespersonresides
inNebraskaandsolicitssalesinNebiaskaandKansas CorpoiationFdoesnothave
nexus in Nebraska or Kansas : The salesperson returns to the Wisconsin sales office
for two weeks each year for meetings and training . The compensation of the Ne-
braska salesperson is included in the numerator of the payroll factor since he is di-
rected from an officein Wisconsin, returns to Wisconsinperiodically for^business
purposes and Corporation F does not have nexus in Nebraska .

Note : Refe: to ss, 7104 (6) (a) and, (b) and 7125 (8) (a) and (b) ; Stats.

(b) Ser.vices., . An individual shall be considered to be per-
for•ming a service in Wisconsin during the year if the individual
performs setvices in Wisconsin for at least 5 days during the
year. The compensation of any one employe may not be split be-
tween 2 or more states during the year; however, this does not
apply if:the employe is transferred or' changes positions during
the year.

(c) Compensation . Compensation includes:
1 . 'Wages, salaries, commissions and any other form of re-

muneration paid toemployes for personal services including
amounts contributed to a qualified cash or deferred'atrangement
under section'401 (k) of the internaIrevenue code on behalf' of
employes who'have elected to participate in the plan•• However,
matching contributions to the trust by an employer under s . 401
(k) of the internal revenue code acenot included since the em-
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ployes do not have a right to receive the matching contributions
directly in cash

2. The value of board, rent, housing, lodging and other bene-
fits or services furnished to employes by the taxpa,yer in return
for• personal services, provided that these amounts constitute in-
come to the recipient under the federal internal revenue code for
the year for which .the payroll factor is computed•. In the case of
employes not subject to the federatinternalrevenue code, such
as citizens of foreign countries employed in foreign countries,
the determination of whether the benefits orservices constitute
income to the employes shall be made as though the employes
are subject to the federal internal revenue code .

3 . Deductible management or service fees paid, or manage-
mentoi service fees allocated by the departxnentunder s . 71 .10
(1), 7130 (2) or 71 .80 (1) (b), Stats ., to a related corporation, as
defined in s : 267 (f) (1) of the internal revenue code, as consider-
ation for the performance of personal services•As provided in
s: 71:25 (8) (d), Stats., the recipient of these fees may not include
the compensation paid to its employes with respect to the per-
sonalservices in either the numerator or denominator of its pa,y-
roll factor and the "situs of the fees is in Wisconsin if the services
fulfill one of the requirements of par•• (a) . Except for these man-
agement or service fees, payments made to an independent con-
tractor or any other person not properly classifiable as an em-
ploye are excluded. '

Examples : l)Cotporation A, headquartered in Illinois, owns 100% of the stock
of Corporation B which is headquartered in Wisconsin. Employes of Corporation
A perform all the accounting functions for .Corpotation B. For these services Cor-
poration A charged $30,000 of office payroll as management fees to Corporation
B, which paid that amount to CoiporationA .. If the employes of Corporation A that
performed the accounting services for Corporation Bwere based in Illinois and
spent only part of their timein Wisconsin while performing these services, no por-
tion of the $30,000 is includable in the numerator of the payroll, factor of Corpora-
tion B becauseYhe services do not meet the requirements of par . (a):, The entire
$30,000 is includable in the denominator of the payroll factot :of Corporation B. If
Cotpoxation A files a Wisconsin return on the apportionment basis, it may not in-
clude in its computation of the payroll factor the $30,000 paid to its employesfor
services they performed for Corporation B

2) CorpotationC, headquartered in Wisconsin, owns100%dof the stock of Cor-
poration D which is also headquartered in Wisconsin ;:Employes of CoipotationC
prepare alltax returns for Corporation D . Forthese services Corporation C cha;ged
$20,000 of tax department payroll as management fees to Corporation D, which
paid that amount to Coxporation C. All of the services were performedinWiscon-
sin : The $20,000 is included in both the numerator and denominator of the payroll
factor of Corporation D. Corporation C may not include the $20,000. in either the
numerator or, denominator of its payroll factor, '

Notec Refet to ss 71i04 (6) (d) and 7125 (8) (d); Stafs

(d) Excludablecompensation. Compensation paid to pro-
ducenonapportionable income or losses or income exempt from
taxation undefch. 71, Stats•., may not be included in the numera-
tor or denominator,of the payroll factor:

Note: Refer to ss 7104 (6) (c) and7125 (8) (c) ; Stats .

(6) SAI,ES FACTOR (a) Numerator; denotn'inator. The nu-
merator of the sales factor shall include the gross receipts from
sales which are in Wisconsin inthe production of`apportionable
income; and the denominator, shall include allgross receipts
from sales in the production of' apportionable income .

Noteo Refer to ss . 71.04 (7) and 71.25 (9), Stats ;

(b) Sales of'tangible personal property attributableto Wis-
~n»,e 1 G'~r•ngere4eintcfrnmthe saU;s nf t~noihlp narennalj, .. . b- ..- .i .j..~- . . ..-.».

propeity, except sales to the federal government as described in
subdi . 4•, are in Wisconsin if the property is delivered or shipped
to a purchaser within Wisconsin regardless of the f .o .b . point or
other, conditions of the sales : Some situations in which property
is considered to be delivered or shipped to apurchaser within
Wisconsin are if :

a. The propertyis picked up outside Wisconsin by a pur-
chaser, havinga Wisconsin business location and the purchaser
returns to Wisconsin with the pxoperty . .

Example : Corporation B is a Minnesota brewer that sells beer to a Wisconsin
purchaserto bepicked up atthebrewei's shipping dock in Minnesota .. The purchas-
ezisabeer distributot whichuseditsownvehicletopickupthebeer andhaulitback
to Wisconsin . Corporation B issubject to the;tax by the state of Wisconsin: These
dock sales are assigned to Wisconsin in Corporation B's sales factor in its appor-
tionment formula for'Wisconsin tax purposes, since thepurchaser's location is in
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Wisconsin and.the product is shipped to Wisconsin . Therefore, CorporationB, for
Wisconsin fr anchise tax purposes, will include the amount of this dock sale in both
the numera•tor and the denominator of the sales factoi .

Note: InPabstBrewing Co. v. Wisconsin Department of Revenue (Ct . App Dist .
IV, 1986), 130 Wis .; 2d 291, the taxpayer sold beer to an Illinois distributor who
picked it up in its own truck at the taxpayer's Wisconsin shipping dock and hauled
it to Illinois. The Court held that the sales were not Wisconsin sales, since the loca-
tion of the purchaser, rather th an the location of'the pickup of the product, con-
trolled thedeterrnination of where the sale was assigned for purposes of the sales
factor, ::The Court noted that if the sales were assigned to Wisconsin, the method of
delivery, a condition of the sale, would be the determina tive, which is connary to
statute These'sales are referred to as "dock sales;" which are those sales where a
purchaser uses its owned or rented vehicles or a common carrier it has made ar-
rangements with to,take delivery of'the product at the seller-taxpayer's shipping
dock ,

b. The taxpayer, at the designation of the purchaser,o r, the
puichaser delivers to or h as the property shipped to a tecipient
o thez than the purchaser within Wisconsin :

Example : Corporation M is a Wisconsin manufacturerthat se lls plumbing ware
to an Illinois wholesalei and retailer to be pickedup at the manufactu rer's shipping
dock inWisconsin The purchaserhas its corporate headquarters in Illinois: The
purchaser uses its own vehicle to pick upplumbing ware and haul it to the job site
of the purchaser's customer., The customer is aplumbing contcactorthat is working
on a new motel being constructed in Madison, Wisconsin These dock sales are as-
signed to Wisconsin in Corporation M's sales factor in its apportionment formula
for Wisconsin tax purposes, since the purchaser's customer's loca tion is in Wiscon-
sin and the product is shipped to Wisconsin . The delivery to the plumbing contrac-
torwas atthe designation of the purchaser and that is where thepzoduct was de liv-
ered 'Therefore,°Co;poration M, for Wisconsin franchise tax purposes, is required
to include the amount of this dock sale in both the numerator and the denominator
of the sales factor

e. The shipment by either the taxpayer or the purchaser ter-
minates in Wisconsin, even th ough the property is subsequently
transferred bythe purchaser to another, state.

Example : Corpo;ationB has aWisconsin manufacturing plant wltich makes en-
gines for an Indiana basedmanufacturer . Title to the engines passes to the purch aser
after the engines a re tested. Corporation B, at the direction of the purchaser, ships
the tested engines to a public warehouse in Wisconsin: The warehouse stores the
engines until directed to ship them by the purchaser . These sales are included in the
numeratoi of'the sales factor for Corporation B since the public waazehouse is con-
sidered to be a business location of the Indiana purchaser andthe warehouse is 1o-
cated in Wisconsin .

dc The recipient is in Wisconsin, even though the property
is ordered from outside Wisconsin.

Note: Corporation A manufactures batteries at a location in Wisconsin . It sells
batteriesto an Illinois retailer which operates stores nati onwide. The purchaser or-
ders the batteries from itsIllinois location and directs Corporation A to ship the bat-
teries to its warehouse in Wisconsin.: These sales are included in the numerator of
the sales factor since the batteries were shipped to a Wisconsin location ,

e The property is being shipped by a selleror• purchaser
from one state to a consignee in another state and is diverted
while eiuoute to' a purchaser in Wisconsin, or the designee of`a
purchaser who is in Wisconsin

Example : Corporation X, a m anufacuurer, located in Superior, Wisconsin, sells
a portion of its mannfactured product via a consignment arrapgementwith a retail-
er-consignee in Ckricago, Illinois Pursuant to an order from the Chicago consignee
for additi onal inventory, Corporation X ships via its own trucks additional invento-
ry of its product to Chicago After entering Illinois but before reaching Chicago,
the driver receives insnuctions fr om the consignee to deliver the enti re load to a
customer in Beloit, Wisconsin . Since the property was shipped to a purchaser in
Wisconsin, the sale is attributable to Wisconsin and the gross receipts from the We
areincludedin both the numeratorand denominator of Corpora ti onX's sales factor

2 If the tazpayer'does not have nexus in the state of' destina-
tion, the sale is attributed to Wisconsin ifthe property is shipped
from an office, ctore, warehOuse; factnry or otherpla ce nf' gtorr-
age in Wisconsin. The amount included in the numerator of the
sales factor shall be at 50% of`the sales., For purposes of this sub-
division :

a Sales are att.ributed to Wisconsin even though the tazpay-
er , has a certificate of authority in the state of destination but the
business activities in the destination state do not result in nexus
based on the standards in s . Tax 2 .,82 .

b . Sales are not attributed to Wisconsin if the taxpa,yer , is in-
corporated in the state of' destination other than Wisconsin.

3. If a taxpayer's salesperson locatedin an office in Wiscon-
sin makes a sale to apurchaser. in ano ther•: state in which the tax-
payer does not have nexus and theproperty is not shipped or de-
livered from Wisconsin, the following rules apply :

a• . If the taxpayer has nexus in the state from which the prop-
erty is delivered or shipped, then the sale is in that state .

b . If the taxpayer does not have nexusin the state from
which the property is delivered or shipped, then the sale is in
Wisconsin and the amount included in the numerator ofthe sales
factor• shall be at 50% of the sale ,

4: With iespectto sales to the federal government:

a•. Forthe taxable years beginning on or after January 1,
1989, gross receipts from the sales oftangible personal property
are in Wisconsin if the property is shipped from an office, store,
warehouse, factory or other place of storage in Wisconsin and
delivered to the federal government, including its agencies and
instrumentalities, in Wisconsin regardless.of the f .o b; point or
other conditions of sale For , purposes of this section, only sales
for which the federal government makes direct payment to the
seller pursuant to the terms of its contract constitute sales to the
federal government ; Thus, sales by a subcontractor to the prime
contractor, the party to the contract with the federal government,
do not constitute sales to the federal government .

b . For taxable years beginning on or after January 1 ;1989,
and before January 1, 1990, gross receipts from the sales of tan-
gible personal property are in Wisconsin if' the property is
shipped froman office, store,warehouse, factory or other place
of storage in Wisconsin and delivered to the federal government,
including its agencies and instrumentalities; outside Wisconsin ..
The amount included in the numerator- of the sales factor shall
be at50% of the sale :

c, For taxable years beginning onor after- January 1, 1990,
gross receipts from the sales of tangible personal property are in
Wisconsin if the property is shipped from an office, store, ware-
house, factory or other place of storage in Wisconsin and deliv-
ered to the federal government, including its agencies and
instrumentalities, outside Wisconsin and the taxpa,yerdoes not
havenexus in the destination state. The amount included in the
numerator of the sales factor shall be 50% of the sale :.

Note: For taxable years beginning prior to January 1, 1989, gross receipts from
the sales of tangible personal property to the federal government, including its
agencies and instcumentalitiesy are in Wisconsin if the property is shipped from an
office, store, warehouse, factory or other place of storage in Wisconsin

(c) Sales other than sales of tangible personal property at-
tributable to Wisconsin; 1 . Sections 71 .04 (7) (d) and 71:25 (9)
(d), Stats., contain provisions for including gross receipts from
ttansactions other, than sales of tangiblepersonal property in the
numerator• of'the sales factor .

2 Under ss 71 .04(7) (d) and 71 25 (9) (d), Stats., gross re-
ceipts are attributed to Wisconsin if the income producing activ-
ity which gave rise: to the receipts is performed wholly within
Wisconsin . If the income producing activityis performed within
an&withoutWisconsin; the receipts are attributed to Wisconsin
in accordance with subd•. 5••

3 ."For purposes of this paragraph, "income producing activ-
ity" means the act or, acts directly engaged in by the taxp,a,yer, for
the ultimate purpose of obtaining gains or profit . This activity
does not include activities tiexformed'on behalf of a taxpaver;
such as those conducted on its behalf by an independent contrac-
tor Accordingly, the income producing activity includes but is
not limited to the following:

a. The rendering of;personal services by employes or the uti-
lization, of tangible and intangible property by the taxpayer in
performing a service .

b . The sale, rental, leasing;licensing the use of or other use
of xeal property.

c: The rental, leasing, licensing the use of or other use oftan-
giblepersonal property;

d . The sale, licensing the use of or other use of intangible
personal property such as patents, copyrights, trademarks, trade
names, etc.
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4: F.or, .purposes of this paragraph, "costs of perform-
ing"means direct costs determined in a manner consistent with
generally accepted accounting principles and in accordance
with accepted conditions or practices in the trade or business of
the taxpayer .

5•. Receipts from sales, other than sales of tangible personal
property, are in Wisconsin if the income producing activity is
performed wholly within Wisconsin . If the. income producing
activity is performed partly within and partly without Wiscon-
sin, receipts shall be assigned to Wisconsin based upon the ratio
of' direct costs, of performing the services in Wisconsin to the di-
rect costs of performing the services in all stateshaving jurisdic-
tion to tax the business,. The following are special iules for deter-
mining when receipts from certain income producing activities
are in Wisconsin during the taxable year :

a . . Gross receipts from the . sale, lease, rental or, other, use of
real property are in Wisconsin if the real property is located in
Wisconsin

b . Gross receipts from the rental, lease, licensing the use o f
or other use of tangible personal property shall be assigned to
Wisconsin if. the property is within Wisconsinduring the entire
period ofrental, lease, license or other-use If the .property is
within and without Wisconsin ducing the period of rental, gross
receipts attributable to Wisconsin shall be based upon the ratio
which the time the property was used in Wisconsin bears to the
total time the property was used in all states having jurisdiction
to tax the business during each year, : However, if mobile proper•-
ty such as automobiles and trailers .is within and without Wis-
consin during the period of rental, gross receipts shall be attrib-
uted to the situs where the property is, customarily kept or,
garaged or, for property that is not customarily kept at any loca-
tion, gross receipts shall be attributed to the situs where the prop-
erty first comes into the lessee's possession.

c . Gross receipts from the performance ofpersonal services
are attributable to Wisconsin if' the services are perfoxmed en-
tirely inWisconsin. If the services are performed partly within
and partly without Wisconsin, gross receipts shall be attributable
to Wisconsin based upon the ratio which compensation and oth-
er direct costs of performing the services in Wisconsin bear to
total compensation and other direct costs of performing the ser-
vices in all states having •jutisdiction to tax the business' during
the taxable year. Where services are performed in a statewhich
does not have jurisdiction to tax the business, gross receipts are
attributed to Wisconsin if the compensation related to per•fotm-
ing the services is allocated to Wisconsin by s 71 ;.04 (6) (b) or
71 ;;25 (8) (b), Stat s

6 : The provisions of this paragraph shall also apply to sales,
other than sales of tangible personal propetty, tothe federal gov-
etnment.

(7) PARTNERSHIPS AND JOINT VENTURESA partneL'ship Or'
unincorporated joint venture is considered an extension of the
partnexs or owners when the partners or owners have more than
a passive ownership interest in the partnership or unincorpo-
ratea joint venture . w nen uiis is me case, parinership or unincor-
porated joint venture income or loss shall retain its character as
apportionable or nonapportionable income or loss and the part-
ner's or owner's share of'property, payroll and sales used to pro-
duceapportionable business income ot'loss shall be included in
the partner's or owner's apportionment factors :,If the ownership
interest is passive, the partnership or unincotporated jointven-
tur'e interest shall be an investment, with the apportionment fac-
tors being unaffected .

Note: Section Tax 2 .39 interprets ss .. 71 .04 (4), (5), (6), (7), (9), (10) and (11)
and 7125 (5), (6), (7), (8), (9), (11) and (12), Stats .

History : Cr. Register, August, 1973,No . 212, eff. 9-1=73; cr: (1m) ; i :and recr,
(5) (f) 5 ., Register, November; 1973, No. 215, eff .;12=1-73 ; cr. (intro.), Register,
January, 1978, No. 265, eff. 2-1-78; r, and rec; Register, June, 1991, No. 426, eff.
7-1-91 ; am: (2) (f), (4) (c), (cm) 2 . a:and (t), r• (6) (b) 2 . b.,, renum (6) (U) 2ato
be (6) (b) 2„ b., Register, May, 1995, No. 473, eff, 6-1-95 .
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Tax 2 .41 Separate accounting method . (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 distinct from the remainder of the business . Over-
head itemsof income and expense must then be allocated to the
business within and without Wisconsin upon a basis or combina-
tion of bases justified by the facts and conditions . For example :
the ratio of' Wisconsin sales to total sales usually represents a sat-
isfactory basis for amerchandising business, while the ratio of'
direct cost of mateiial and labor• in Wisconsin to the total gives
amore accurate result for a consttuctionbusiness .

(a) Federal income taxes are based upon income and should,
therefore, be allocated to Wisconsin business on the basis of in-
con:e, Federal income taxes : are deductible for income years
through 1974 only on the cash basis ; and the allocation to Wis-
consin business for• any year, therefore, must be based upon the
iatioof income within Wisconsin to the total income 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 actu-
ally paid, . Federal income taxes are not deductible for income
years 1975 and thereafter.

(b) The relationship of the general overhead items to Wiscon-
sin operations will determine whether the home office income
and expense should be allocated to the Wisconsin business .. Mis-
cellaneous income, such as income from intangibles and income
from tangible property used in the business, and such overhead
items as officeis' salaries, office salaties, office rent and sundry
office expenses should ordinarily be included in the allocation .,

(2) Net"rentals received from real estate held purely for in-
vestment purposes and not used in the operation of the business
are not subject to allocationbut are taxable in full if'the property
is located in Wisconsin . Gross rentals must be reduced by all ex-
penses related to such investment property, .

Note: Section Tax 241 interprets s.71 .07 (2), Stats.
History: 1-2-56 ; am, Register, Febmaty,1958, No,26, eff., 3-1 58 ; am, Regis-

ter, November ; 1977, No. 263, eff., 12-1-77 .

Tax 2.44 Permission to change basis of allocation .
Except when income must be reported on the apportionmentba-
sis, permission to make a cliange either from separate account-
ing to apportionment, or vice :.veis,a shall be obtained in writing
from the department of revenue upon written application setting
forth in detail the reasons why the desired change will more
clearly reflect the taxpayer's Wisconsinincome . Such applica
tion shall be mailed to the Wisconsin Department of Revenue,
P.O . Box 8906, Madison, WI 53708 before the end of the tax
year for whichthe change is desired

Note Section Tax 2:44 interprets s 71.07 (2), Stats
History :- 1-2-56, am, Register, September, 1964, No 105, eff: 10-1-64; am,

Register, Febniary,1975, No. 230, eff. 33-1-75; am: Register, September,1983, No,.
333, eff: 10-1-83.

Tax 2 .45 Apportionment in special cases . Whenthe
business of any person, other, than an interstate professional
snorts club or. "fmancial organization" or"public utility," as de-
fined in s . 71,25 (10), Stats.., within Wisconsin is an integral part
of' a unitary business conducted within and without Wisconsin,
but because ofunusual or unique circumstances the portion of
the income of the person deLived from business transacted in
Wisconsin cannot be ascertained with reasonable certainty by
use of the apportionment formula provided in s . 71 .25 (6), Stats . ;
or by separate accounting in view of the unitary nature of'the
business, the department will substitute in the place of' some or
all of the statutory apportionment factors another factor or other
factors as will reasonably apportion to Wisconsin the business
income properly assignable to WisconsinIn any, case in which
an apportionment of businessincome is made pursuant to this
regulation the taxpayer, at the time of the assessment, will be ap-
prised of the factors used in the formula adopted,

~
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Note: Section Tax 2 .454nterprets s. 71.25 (12), Stat s
Histo ry: Cr . Register, December, 1956, No . 12, eff. 1-1-57 ; am Register, Au-

gust, 1973, No . 212, eff 9-1-73; am Register, September, 1983, No 333, eff
10-1-83; am Register; .July,1989, No 403, eff 8-1-89

Tax 2 .46 Apportionment of business income of in-
terstate air carriers : The apportionable income of an inter-
state air carrier doing business in Wisconsin shall be apportioned
to Wisconsin on the basis of the ratio obtained by taking the
arithmetical average of the following 3 ratios :

(1) The ratio which the aircraft arrivals and departures with-
in this, state scheduled by sucli .catrier duiing the calendar or fis-
calyear 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 case of nonscheduled operations all
arrivals and departures shall be substituted for scheduled arriv-
als and departures ;

(2) The ratio which the revenue tons handled by such carrier
at airports within this state during the calendar or fiscal year
bears to the total revenue tons handled at airports within and
without this state during the same period ;

(3) The,ratio which such air carrier's originating revenue
within this state for the calendar or fiscal year bears to the total
originating revenue within and without this state for the same pe-
riod.

Notee Section Tax 2 46 interprets s . 71 .07 (2) (e),8tats .
History: Cr. Registei, December,1956, No .12, eff .1-1-57 ; am (intro ) . Regis-

ter, August, 1973, No 212, eff 9-1-73 i

Tax 2 .47 Appo rtionment of net business,incomes
of interstate motor carriers: (1) DEFINrizoN . In this sec-
tion, "ton mile" means ;the movementofone ton of persons or
property, or, both, the distance ofone mile: For caazriagebf per-
sons, each person shall be considered the equivalent of 200
pounds.

(2) GENERAL For' taxable years beginning on or after• Janu-
ary 1, 1997, the apportionable income of an interstate motor, car-
iier of'persons or property, or both, doing business in Wisconsin,
shall be appoxtioned toWisconsin on the basis ofthe arithmeti-
cal average of the following 2 factors :

.(a) The ratio of the gcoss: receipts from carriage of persons
or property, or both; first acquired for° carriage in Wisconsin to
the total gross ieceiptsfrom carriage of persons or property, or
both, everywhere .

(b) The ratio ofton miles of carriage inWisconsin to ton
miles of carxiage everywhere .

SUBSTITUTION OF FACTORS . Whenever gross receiptsdata
is not available the department may authorize or direct substitu-
tion ofa similar factor, such as grosstonnage, and whenever ton
mile data is not available the departlnentmay similarly authorize
substitution of a similar factor, such as revenue miles.

(4) MERCANTILE- AND MANUFACTURING BUSINESSES This

section does not apply toany mercantile:or, mmanufacturing busi-
ness which engages in some interstate carriage as an incident of
1 . . .

." til '
: . .

F~~~
.~'~ .. 7. . ...: «

uae iercanule vi llanul0.\.ltLLlll~ vu~uiess .

Noteb' Section Tax 2 47 interprets ss . 71 .04 (8) (c) and 7125 (l0) (c), Stats .
Historyh Cr :Register, April,1966, No . 124, eff. 5-1-66; am . (inno.). Register,

August ;1973,No 212, eff 9=1-73 ;'r. and recr. Register, October;1996, No. 490,
eff. 1-1-97.

Tax 2.475 Apport ionment of net business incomes
of.interstate railroads, sleeping carcompaniesandcar
line companies. (1) DErTNiTiorrs In this section:

(a) "Gross receipts from carriage" means gross receiptsre- .
ceived for the carriage of property or persons net of interline
payments,made to other railroads as a result of the interchange
of canriagebetween and among xailroads . Grossxeceipts from
carriage includes interline payments receivedfromother rail-
roads .

(b) "Revenue ton mile" .means the movement of one net ton
of property or persons, or both, the distance of one mile, for, con-
sideration . For carriage of persons, each person shall be consid-
eredthe equivalent of 150 pounds, and the average weight of the
contents of head end cars, or "baggage car s," is considered to be
4 tons.

(2) INTERSTATE RAILROADS AND SLEEPING CAR COMPANIES
With respect to the imposition of Wisconsin franchise or income
tax measured by oronnet income for taxable years beginning on
or after January 1,1991, the income of a railroad or sleepingcar
company operating within and without Wisconsin shall be ap-
portioned to Wisconsin on the basis of the arithmetical average
of the following 2 factors:

(a) The ratio of the gross receipts from carriage of propertty
or persons, or both, first acquired for carriage in Wisconsin to the
total gross receipts from carriage of propert,y or, persons, or both,
everywhere ;
'(b) The ratio of'revenue ton miles of carriage in Wisconsin

to revenue ton miles of carriage everywhere .:
(3) SUBSTITUTTON OF FACTORS Whenever gross receipts data

is not available the department may authorize or direct substitu-
tion of a similar factor, such as gross tonnage, and whenever• rev-
enue ton mile data is not available the department may similarly
authorize substitution of a similar°f'actor, such as revenue miles•,

(4) CAR LINE CO1V1Pa,r11ES . With respect to the imposition of

Wisconsin franchise or income taxmeasured by or on net in-
come for taxable years beginning on or after January 1,1991, the
income of a car, line companyoper ating within and without Wis-
consin shall be allocated or apportioned to Wisconsin as pro-
vided in s' 71 .04 (4) or 71 .25 (6), Stats :, and s Tax 239 ,

Note : Section 7126 (1) (a), Stats, was aaiended by 1991 Wis : Act 39, effective
fortaxable years beginning on or after .January 1, 1991, For taxable year s beginning
before January 1, 1991,3ailroads; sleeping car companies and car line companies
were exempt from Wisconsin fianchise and income taxation .

Note: Section Tax 2475 intespretsss 71 04 (8)(c) and 71.25 (10)'(c), Stats:
History : . Emerg Cr eff 2-17-92; cr Registei, August, 1992, No . 440, eff

9-1-92.

Tax 2 .48 Apportionment of net business incomes
of,interstatepipelinecompanies. (1) GHNERAL Withre-
spect to the imposition of Wisconsin franchise or income tax
measured by or on netincome, the income of a pipeline company
operating within and without Wisconsin shall be appoitioned to
Wisconsin onthe basis of the arithmetical average of the 3 fac=
tors in subs, (3), (4) and (5)

(2) DEFUV1TioNS In this section :
(a) . "Compensation" includes:

1 . Wages, salaries, commissions and any other form of re-
muneration paid to employes for personal services . _

2. The value of board, rent, .housing, lodging and other bene-
fits or services furnished to employes by the taxpa,yer in return
for personal services, provided that these amounts constitute in-
come to the recipient under the federal internal revenue codefor•
the year for which the payroll factor is computed . In the case of'
employes notsubjectto thefederal internalxevenue code, such
as citizens of foreign countries employed in foreign countries ;
the deterrnination of whether• the benefits or services constitute
income to the employes shallbe made as though the employes
are subject to the federal internaLrevenue code .

3. Deductible management or service fees paid, or manage-
ment or service fees allocated by the department .under s . .71 :10
(1), 71 .30 (2):or 71 80 (1) (b), Stats,, to a related corporation, as
defined in section 267 (f) (1) of the internal revenue code, as con-
sideration forahe performanceof personal seivices . The recipi-
ent of thesefees may not include the compensation paid to its
employes with respect tothe personal services in either the :nu-
merator or denominator of its payroll factor ,

(b) "Traffic unit" means the transportation for,a distance of
one mile of one barrel of oil, one gallon of gasoline or one thou-
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sand cubic feet of natural or casinghead gas, or other appropriate
measure of product•

(3) PROPERTY FACTOR . (a) Numerator; denominator. The
numerator of the property f'actor, shall include the average value
of the real and tangible personal property owned and used by the
taxpayer in Wisconsin in the production of apportionable in-
come during the tax p'eriod . The denominator shall includeaver-
age value of all of the real'and tangible personal property located
everywhere owned and used by the taxpayer in the production
of apportionable income during the tax period. Property in tran-
sit on the date or dates for determining its average value, as de-
scribed in par:, (e),shall be considered to be at its destination, for
purposes of computing the property f'actor. The value of' mobile
or movable property such as construction equipment, trucks or
airplanes which islocated within and without Wisconsin during
the tax period shall be determined forpuYposes of the numerator
of the f'actor on the basis of aratio of'time used, serviced or stored
within Wisconsin to total time used, serviced or stored during the
tax period . However, an automobile assigned to atraveling em-
ploye shall be included in the numerator of the factor, ifthe em-
ploye's compensation is assigned to Wisconsin under the payroll
factor.

(b) Valuation . Property owned by the taxpayer is generally
valued at its cost net of depreciation and write-offs as deter-
mined for Wisconsin franchise or income tax purposes .• Any ad-
justments to net income which affect property, such as capital-
izations of'repaius,.depreciation or amortization adjustments and
adjustments to inventory, shall also be included in the property
factor. The value of depletable property, such as mines, oil and
gas wells and timber, shall be original cost reduced by an,y ;ex-
traction to the extent that depletion has been allowed:• Invento-
ries shall be included in the factor in accordance with the valua-
tion method used for Wisconsin franchise or income tax
purposes,• In any:case in which the property factor is distortedb,y
reason of the taxpayer, depreciating property in Wisconsin by a
method different from that used to depreciate property outside
Wisconsin, or in any case in which the Wisconsin net cost cannot
be ascertained,the department: shall authorize or direct some
other method of deteimining the proper ty fraction that will pro-
ducean equitable result.•

(c) Leasehold improvements. Leasehold impxovements
shall; for purposes of the property factor, be treated as property
owned by the taxpa,yerregardless of, whether the taxpayer is en-
titled to remove the improvements or the improvements revert
to the lessor upon expiration of the lease•• The original cost of
leasehold improvements net ofamortization shall be included in
the factor .

(d) Construction in progress. Property-or equipmentunder
construction during the tax period, except inventoriable goods
in process shall be excluded from.the!factor until the property
is actually used by the taxpayer in theregular course of its trade
or business . If the property ispartialll,y:used by the taxpayer in
the regular, couxse of'its .tr•ade orbusiness while under constcuc-
6on, the value of the property to the extent used shall be included
in the property factor

(e) Averaging property values . As a general rulethe "aver-
age value" of property shall be determined by averaging the val-
ue at the beginning and ending of the tax period, but the depart-
ment of monthly values during the tax period if monthly
averagingis reasonably required to properly reflect the average
value of the taxpayer's property• Averaging by monthly values
will generally .be applied if substantial fluctuations in the values
of the property exist during the tax period, or, where property is
acquiredafter the beginning of-the tax period or disposed of be=
fore the end of the taxpetiod

(4) Pn1'Itold, FACTOR (a) Numerator,, denominator. The nu-
merator of the payroll factor shall include the total amount paid
inWisconsin during the-taxperiod by thetaxpayer for com-
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pensation in the production of appoitionable income. The de-
nominator shall include the total compensation paid everywhere
during the tax period by the taxpayer in the production of appor
tionable income.

(b) Compensation paid in Wisconsin. Except as provided in
par. (c), compensation is paid in Wisconsin if one of'the follow-
ing applies :

1•. The individual's service is performed entirely within
Wisconsin.

Example: Corporation A has a manufacturing plant located in Wisconsin The
compensation of an Illinois resident who works at the Wisconsin manufacturing
plant is included in the numerator of the payroll factor since the employe's service
is performed entirely inWisconsin.,

2: The individual's service is performed within and without
Wisconsin, but the service performed withoutWisconsin is inci-
dental to the individual's service within Wisconsin ..

Example: Corporation B has its headquarters and a manufactuting plant in Wis-
consin . Corporation B also has a manufacturing plantlocated in Indiana. The man-
ager of the Wisconsin manufacturing plant spends two weeks duiing the tax year
at the manufacturing plant'located in Indiana training the new plant manager The
compensation of the Wisconsinplant manager is included in the numerator of'the
payroll factor because the service performed in Indiana is incidental to the service
performed in Wisconsi n

' 3 . A portion of the service is performed withimWisconsin
and the base of operations of the individual is in Wisconsin:

Example : Corporation C has a sales office located in Wisconsin . A salesperso n
working out of the Wisconsin office solicits sales in Wisconsin, Minnesota and
Iowa. Since a portion of the salesperson's service is performed in Wisconsin and
the salesperson's base of operations is in Wisconsin, the compensation of the sales-
person is included in the numerator of the payroll factor ,

4•• A portion of the service is performed within Wisconsin
and,if there is no base of. operations, the place from which the
individual's service is directed or• controlled is in Wisconsin ..

Example: Corporation D has its regional salesoffice in Wisconsin AnIowares-
ident works out of her home as a salesperson for Corporation D and solicits sales
in Iowa, Illinois and Wisconsin The salesperson is directed from the regional sales
office located in Wisconsin;The compensation of theIowa salespeison is included
in the numerator of the payroll factor since a portion of her service is performed in
Wisconsin, she has no base of operations and she is directed from Wisconsin .

5: A portion of the service is performed within Wisconsin
and neither the base of operations of the individual nor, the place
from which the service is directed or controlled is in any state in
which some part of the service is perfoiined, but the individual's
residence is in Wisconsin.

Example: Corporation E is headquartered in and has its sales office in Indiana
and maintainsinventoryin Wisconsin. A Wisconsin resident salesperson solicits
salesinWisconsinandMinnesota The compensation ofthe Wisconsin salesperson
is included in the numerator of the payroll factor since aportion of the salesperson's
service is performed in Wisconsin, the salesperson is a resident of Wisconsin, and
the salesperson is directed or controlled from Indiana but performs no services in
Indiana .

6. The individual is neither a resident of nor performs ser-
vices in Wisconsin, but is directed or controlled from an office
in Wisconsimand returns to Wisconsin periodically for business
purposes and the•state in which the individual resides does not
have jurisdiction to impose income or franchise taxes on the em-
ployer.

Example : CorpotationFhasitssalesofficeinWisconsin :Asalespersonresides
inNebraska and solicits sales in Nebraska and Kansas . Co;poxation F does nothave
nexus in Nebraska or Kansas : The salesperson returns to the Wisconsin sales office
for two weeks eachyear for meetings and training„ The compensation of theNe-
br -.ska saiesperson is inciuded in the numerator of thepa, frol : factor si,-,ce the sales-
person is directed from an office in Wisconsin, returns to Wisconsin periodically
for business purposes and Corporation F does not have nexus in Nebraska .

(c) Management feesitus. The situs of management or ser-
vice fees described in sub. (2) (a) 1 is in Wisconsin to the extent
the related corporation's employes performing the services meet
oneof the requirements in par . (b )

(d) Services. An individualshall be considered to be per=
forming a service in Wisconsin duting the year if the individual
performs services for at least 5 days,during the year•• The, com-
pensation of any one employe may not .be :,split::between 2 or
more states during the year; however ;this does not apply if the
employe is transferred .or changes positions.during the year.

(e) Excluded compensatioix• Compensation related to the op-
eration, maintenance, protection or supervision of real or tangi-
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ble and intangible personal property used in the production of
nonapportionable income, and amounts paid to retired employes
shall be excluded from both the numerator and the denominator
of the payroll factor. Except for management or service fees paid
to a related corporation, payments made to an independent con-
tractor or any other person not properly classifiable as'an em-
ploye are also excluded,

(f) E 'limination of factor. In any case in which the company
has no employes nor pays management or service fees to a re-
lated corporation, or in which the department determines that
employes"atenot a substantial incomeproducing factor, the de-
paitment may order or permit the elimination ofthe payroll fac-
tor and the use of the arithmetical averageof the other 2 factors
to arrive at the Wisconsin apportionment percentage •

(5)' 'ItAFFictlNrr FACTOR The numerator shall be the total
number of traffic units in Wisconsin during the tax period . The
denominator shall, be the total number of traffic units every-
where during the tax period

Note : ;Section Tax 2 .48 interprets s 7125 (10) (c), Stat s
History: Cr Registei, November, 1969, No .: 167, eff 12-1-69 ; am. (intro, .),

Register, August, 1973, No, 212, eff . 9-1-73 ; am (1) (intro ), r. (1) (a), (b) and(c),
r. and recr,(2), cr (3), (4) and"(5), Register ; June, 1991, No 426, eff 7-1-9 1

Tax 2.49 Apport ionment of net business incomes
of interstate finance companies . (1) Forthe calendaryear
1973, or corresponding fiscal years, and thereafter, the business
(apportionable) income of a finance company engagedinbusi-
ness within and without Wisconsin shall be :apportioned to Wis-
consin on the basis of the arithmeticalaverage of the following
2 ratios :

(a) Thexatio of gross receipts in Wisconsin to thexotal gross
receipts everywhere•, "Gross receipts" includes all business in-
come associated with the lending of moneY in the normal course
of business such as interest, discounts, finance charges or fees
and service charges or fees• Gains from sales of assets, charges
to a related corporation for personal services ofemployes and
miscellaneous income are not includable in "gross receipts" for
the purpose ofcomputing this f'actor.. "Gross receipts" will be as-
signed as income to this state if the transaction producing the in-
come was principally negotiated in this state

(b) The ratio of thetotal compensation paid to emplo,yes-lo-
cated in this state to the#otal compensation paid to employes lo-
cated everywhere, determined in accordance with the provisions
of s. 71 .07 (2) (b), Stats., and s, Tax 2.:39 (4) ;. "Compensation
paid to employes" .includes deductible management or service
fees paid to a related corporation directly orindirectl,y for the
pe,xformance of personal services, and the situs of such fees is in
this state if such services are perf'csrtned in this state . The recipi-
ent of such fees shall not include the compensation paid to its
employes with respectto such personal services in either the nu-
merator or denominator of its payroll factor ..

(2) If the leasing of tangible personal propert,y represents a
substantial source of' business (apportionable) income, in addi-
tion to the "gross receipts"`desciibedin sub . (1) (a), the depart-
ment may authorize or, ddirect the use of'any othez'imethod to ef-
fect an equitable apportionment of the taxpa,yer'sincome

(3) The term "finance company" meansany"financiaTorga-
nization" defined in s 71 .07 (2) (d), Stats :, except any type of
insurance company.

Note : Section Tax 2.49 interprets s. 71 07 (2) (e), Stats ,
History : Cr Register, August, 1973, No 212, eff 9-1-73 ; am . (1) (b), Register,

3uly,1978, No 271, eff, 8-1=78 .

Tax2.50 Apportionment of net business income of
interstate public utilities . (1) Except as provided in sub•,
(2), the apportionable income of "public utilities", as defined in
s 71 :,04 (8) (b) or 71•,25 ; (10) (b), Stats . ; operating within and
without Wisconsin, shallbe apportioned to Wisconsin on the ba-
sis of the ratio obtained by.taking the arithmeticaLaverage of the

3 ratios provided in s. 71 .04 (5), (6),and (7) or 71 .25 (7), (8) and
(9), .Stats., and s .. Tax 239.

(2) The apportionable income of interstate air, carriers, inter-
state motor carriers and interstate pipeline companies shall be
apportioned to Wisconsin as provided in ss Tax 2,46 ; 2 ..47 and
2.48, respectively.

Note: Section Tax 250 interprets ss . 71 .04 (8) (c) and'7125 (10) (c), Stats
History :, Cr . Register, August, 1973, No 212, eff 9-1-73 ; am . (1), Register,

February, 1990, No . 410, eff. 3-1-90

Tax 2.505 Apportionment of net business income
of interstate professional spo rtsclubs. The apportion-
able incomeof professional sports clubs`engaged in income pro-
ducing activities both inside and outside Wisconsin during the
ye"arshall be apportioned to Wisconsin using an apportionment
fraction composed of' a property factot'representing 25% of the
fraction, a payroll factor, representing 25% of, the fraction and a
sales factoi representing 50% of thefraction determined as fol-
lows

(1) PROPERTY FACTOR . The property factor• is a fraction as de-
fined in s 71 ..25 (7), Stats. Owned or rented real and tangible
personal property shall be include
s 71

.25 d in the factor as provided in
*(7)„Stats., and s . Tax 2 .39 (3). Minor equipment, such

as uniforms, and playing and practice equipment, need not be in-
cluded in the factor•

(2) PAYROI,I, FnCTOR . The payroll factar is a;fraction asde-
fined in s . 71 .25 (8), Stats Compensation shall be repoxted as
provided in s.71 .25 (8), Stats., and s Tax 2 39. (4) . Bonuses and
payments shall be included in the payroll factor on a prorated ba-
sis in accordance with Internal Revenue Service Ruling 71-137,
Cum . Bull., 1971-1 ., Compensation paid for, optioned players
shall be included in the factor, only, if paid directly to the player
by the taxpaye

(3) SA1,FS FACTOR The sales factor is a fraction as defined
in s . 71 .25 (9), Stats. Sales shall be included in the factor in ac-
cordance'with s 71 .25 (9), Stats., s. Tax 239 (5) and the follow-
ing rules :

(a) Gate receipts Gate receipts include all receipts from
games played at the taxpayei's home facility plus any gate re-
ceipts received from games played away from the taxpayer's
home facility.The numerator of the sales fraction for taxpayers
whose homefacility is in Wisconsin shall include all gate re-
ceipts from games played in its home f'acili ,ty, The numerator of'
the sales fraction for taxpayers whose home facility is outside
Wisconsin shall include the percentage of gate receipts received
from games played in Wisconsin

(b) Radio and television ruceipts. Radio and television re-
ceipts xeceived by the taxpayer, as its proportionate share from
a league or association`contract with the major communications
networks are in Wisconsin in proportio,n to the nuinber, of games
played in Wisconsin to total games played by the taxpayer cov=
ered by the contract during the sea§on Local television and radio
receipts are in Wisconsin if the games are played in Wisconsin .

(c) Concession income and miscellaneous income.. Conces-
sion income is assigned to the numerator if the concession is op-
erated within Wisconsin. Miscellaneous income such as parking
lot income, advertising income, and other similar:income is as-
signed to the numerator if the activityisconducted within Wis-
consin:

(d)"Player contracts,, franchises, etc . Income from player
contract transactions, fianchise fees, and other, similat' sources
shall be excluded fr om the numerator and the denominator of the
sales fraction.

History: Cr. Register; December, 1980, No. 300,eff.1-1=81 ; am. (1) to (3) (in-
tro.), (c)and(d), Register, July, 1989; No. 403 ; eff. 8-1-89 i

Note: Section Tax 2 505 interprets s 7125 (6),Stats

Tax 2 .82 Nexus. (1) DEFUJrrloxs . In this rule :

Register; October, 1996, No 490
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(a) "Representative" does not include an independent con-
tractor. 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 comrnis-
sions . If a person is subject to the direct control of the foreign
corporation, he or she may not qualify as an independent con-
tractor under P. L. 86-272. (Herff'Jones Company v. State Tax
Commission, Oregon Supreme Court, August 23, 1967, 430 P .
2d 998 . )

(b) "Business location".includes arepair,shop, parts depart-
ment, purchasing off"ice,,empl'oyment office, warehouse, meet-
ing place for directors, sales off"rce, permanent sample or display
room, research facility or a recreational facility f'or use of em-
ployes or customers . A residence of an employe or representa-
tive is not ordinaril,y` consideied a business location of the em-
ployer, unless the facts indicate otherwise, .Ttcould be considered
a business location under one or more of the following condi-
tions: a portion of the residence is used exclusively for'the bu"si-
ness of the emplo,yer, the employe is reimbursed or paid a flat fee
for the use of this space by the employer; the empToye's phone
is listed in the yellow pages undei the name of the employer ; the
employe uses supplies ; equipment or samples furnished by the
employer; or the space is used by the employe to interviewpro-
spective employes, hold sales meetings,or discuss business with
customers .

(2) BACxGxouND . (a) Every domestic corporation (one in-
corporated under Wisconsin's laws), except those exempt under
s ; 71 ..01 (3), Stats .,and eve •ry"licensed" foreign corporation
(one not incorporated in Wisconsin) is required to file a oom-
plete corporation franchise/income tax return (form 4 or 5) re-
gardless of whether or not business wastransa .cted• °

(b) A foreign corporation is "licensed" if it has obtained a
Certificate of Authori ,ty fromthe Wisconsin secretaYyof'state to
transact business in this state pursuant to s•,180 •801, Stats . A"li-
censed" foreign corporation is presumed to be subject to Wis-
consin franchise/income taxes •

(c) An unlicensed foreign corporation is subject to Wiscon-
sin franchise/incometaxes if it has "nexus" withWisconsin : The
purpose of this Yule is to provide guidelines for determining what
constitutes "nexus", .that is, what business activities are needed
for a foreign corporation to be subject to Wisconsin franchise/in=
come taxes .

(3) FEDERAL LIMITATIONS ON TAXATION OF FOREIGN CORPORA-
TIONS (a) Federal constitutional provisions . 1 . Article I, Sec-
tion 8 of the U .S . Constitution grants congress the power to regu-
late commerce with foreign 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 interstate commerce• .
A state tax on net income from interstate commerce which is
fairly attributable to the :state isconstitutional. (Northwestern
States Portland Cement Co v Minnesota; Williams v Stockham
Valves & Fittings, Inc ., 358 U .S . 450,79 S .Ct. 357.)

2 . S ection i of tne 14th Amendment protects taxpayers with-
in any class against discrimination and guarantees a remedy

against illegal taxation.
(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 pr•opetty, if the only activity
of that business is the solicitation of orders by its salesperson or
representative which orders are sent outside the state for approv=
al orrejection, and are filled by delivery from a point outside the
state .. The activity mustbe limited to solicitation . If there is any
activity which exceeds solicitation, the immunity from taxation
under. Public Law 86-272 is lost.

2 . This law, enacted by congress in 1959, does not extend
to :

24

a. Those businesses which sell services, real estate or intan-
gibles in more than one state;

b., Domestic corporations; or

c Foreign nation corporations, i .e•., those not incorporated
in the United States ..

3• . If'the only activities in Wisconsin of a foreign corporation
selling tangible personal property are those described in subd,. 3 .
a. and b such corporation is not subject to Wisconsin franchise/
income taxes under P.L .. 86-272:

a. Usual or frequent activity in Wisconsin by employes or
representatives soliciting orders for tangible personal property
which orders are`sentoutside this state for approval or rejection .

b. Solicitation activity by non-employe independent con-
tractors, conducted through their own office or business location
in Wisconsin. .

(4) WxArCONSri'rt1TES -Nsxus,,, (a) Factors. If aforeign
corporation has one or more of the following activities in Wis-
consin, it is considered to have "nexus" and shall be subject to
Wisconsin franchise/income taxes :

1 . Maintenance of any business location in Wisconsin, in-
cluding any kind of offrce

2. Ownership of'real estate in Wisconsin.

3. Ownership of a stock of'goods in a public warehouse or
on consignment in Wisconsin.

4. Ownership of astock of goods in the hands of a distributor
or other non-employe representative in Wisconsin, if used to fill
orders for the owner's account.

5 . Usual or . frequent activity in Wisconsin by employes or
representatives soliciting orders with authority to acceptthem.

6 . Usual or frequent activity in Wisconsin by employes o r
representatives engaged in a purchasing activity or• in the pei•for-
mance of services (including construct.ion, installation, assem-

bly, repair of' equipment)
7.; Operation of mobile stores in Wisconsin (such as trucks

with driver-salespersons), regardless of frequency .
8. Miscellaneous other activities by employes or represen-

tatives in Wisconsin such as credit investigations, collection of'
delinquent accounts, conducting training classes or seminars for
customer personnelin the operation, repair and maintenance of
the taxpayer's products

9 . Leasing of tangible property and licensing of intangible
rights !for use in Wisconsin.

10 . The sale of' other than tangible personal property such
as real estate, services and intangibles in Wisconsin ,

11 . The performance of construction contr acts and personal
services contracts in Wisconsin••

(b) How to obtain ruling. The guidelines in p•ar . (a) as to what
activities constitute "nexus" should not be considered all-inclu-

sive. A ruling may be xequested about aparticular foreign corpo-
ration as to whether it is subject to Wisconsin franchise/income

taxes by writing to the Wisconsin Department of'Revenue, Audit
Technical Sezvices Section, P.O•. Box 8906, Madison, WI5 .3708 .•

Note:. Section Tax 2 82 interprets ss. 71 01 (1) and (2) and 7110 (1), Stats
History : Cr. Register, January,1979, No. 277, eff. 2-1-79 ; correction in (3) (b)

1, made under s. 13.93 (2m) (b) 5, Stats., Register, November, 1993, No: 455

Tax 2.87 Reduction of delinquent interest rate unr
der s . 71 .13 (1) (b), Stats. (1) PltocEDURES . The secretary
may reduce the delinquent interest rate from 18% to 12% per
year when the secretary determines the reduction fair and equita-
ble, if the pgrson from whom delinquent taxes are owing : ,

(a) Requests the reduction in writing, addressed to the Wis-
consin Department of Revenue; Delinquent Tax Collection Sys-
tem, P.O: Box 8901 ;Madison, WI 53708 .

8
~
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(b) Clearly indicates why it is fair and equitable for the rate
of interest to be reduced.. Information regarding one or more of
the factors under sub . (2) may be indicated .

(c) Is current in all return and report filings and tax payments
for. al l matteIs other than the delinquencies for which interest re-

duction is being sought .
(d) Pays the taxes, reduced amount of'interest and any penal-

ties associated with them within 30 days of'receiving notice from
the departilientof the reduction .

(2) FACTORS FOR SECRETARY'S CONSIDERATION In determin-
ing 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 depattment.

(b) The taxpayer's financial condition .
(c) Any circumstan ces which may have prevented payment

such as death, imprisonment, hospitalization or other• institu-
tionalization ,

(d) Any unusual circumstances which may have caused .the
taxpayer to incui• the delinquency or, pteventits payment .

(e) Any other factor which the secretary believes pertinent .
(3) DETERIVIIlVATION NOTAPPEALABLE The secretary's deter-

mination underthis rule is not"appealable.
Note : Section Tax 2:87 interprets s . 71 .13 (1) (b) ; Stats .
History: Cr. Register, February, 1979, No 278, eff3-1-79; am (1)(intro),

Register; September, 1983, No.. 333, eff 10-1-83.

Tax 2.88 Interest rates. (1) INTEREST ON UNPAID TAXES
w1ffCH ARE NOT bEI,IPtQilE1•rr.. Unpaid individual income or cor-
parate franchise or income taxes which are not delinquent but
which are assessed by the department on or after• August 1 ;1981
shall bear interest computed at the rate of' i2%per ,year, from the
due date of the taxes to the date paid or delinquent.

(2) INTEREST ON DEI.nvQuENT TAxES . Any individual income
or corporate franchise or incometax delinquencies shall include
interest at the r ate of 1 .5% per, month fr om the date on which the
taxes became .delinquent until the taxes are paid .

(3) INTEREST ON REFUNDS . (a) Any refund ofindividual in-
come or corporate franchise or income taxes, where the tax be-
ing refunded is ffom a return which has a filing due date on or
after November 1, 1975, shallinclude, interest at the rate of 9%
per year from the due date of the return to the date paid by the
department, except as provided inpax. (b) .

(b) No interest maybe allowed on income and franchise
taxes if the refund is certified on a r;efund roll within 90 days of
the due date of the retuxn or the date the return was,filed, which-
ever occurs later. This treatment shall apply to a refund of taxes
resulting from an overpayment of estimated tax as well as from
withheld taxes .

(4) INTEREST ON DEPOSIT OF CONTESTED TAXES Any refund
of an amount deposited with the department pursuant to s . 71 .90
(1), Stats, shall include interest at the rate of 9% per ,year from
the date the funds were deposited to thedate refunded, provided
the funds being refunded are from a return which"has a filing due
date on or after November1, 1975 .,

(5) ExrENS1oN PERIOns If anextension oftime is granted for
filing an individual 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 taxpayerfiles but fails topa,y the
tax by the end of the extension period, the taxes owing become
delinquent and shall be subject to delinquent interest undersub .,
(2)"from the end of the extension pexiod : until paid

. Note: Any individual income oi corporate franchise or income taxes whichwere
delinquent before November 1, 1975 were subject to delinquent interest at the :ate
of 1% permonth from the date the tax became delinquent to October 31, 1975 and
at 1 .5% per month from November 1, 1975 until paid ,

Note: For any tax refunded from a return which had a filing due date prior to
November 1, 1975, interest was computed at the rate of 6% per year from the due

date of the return to October 31,1975,and attherate of9%per year fromNovember
1, 1975 to the date paid by the department .••

Note: Section Tax 288 interprets ss 71 .03 (7),71 24 (7), 71',:44 (3),71 .82 (1)
and (2) (a) and 71 90(1), Stat s

History : Cr. Register, January, 1979, No . 277, eff. 2-1-79 ; r. and recr .(1), (3)
and (4), Register, September, 1983, No, 333, eff .10-1-53 ; renum . (2) to (4) to be
(3), (2) and (5) and am, cr (4), Register, July, 1989, No 403, eff 8-1-89 ..

Tax 2.89 Estimated tax requirementsfor short tax-
able years . (1) GENERAL Under ss . 71 .09 and 71 .29, Stats .,,
certain corporations and persons other than-coxporations shall
make estimated tax payments•, . -For short taxable years, esti-
mated tax"payments shall be made in accordance with this sec-
tion .

Note : For taxable years beginning on or after .January 1, 1994, and ending before
April:1, 1999, estimated tax includes the temporary recycling surcharge under s
7793, Stats .

(2) DEFINITIONS In this section:

(a) "Corporation" includes corporations, tax-option (S) cor-
porations, insurance companies, publicly traded partnerships
treated as corporations in s 7704 oflthe internal revenue code,
limited liability companies treated as corporations under the in-
ternal revenue code, joint stock companies, associations, com-
mon law trusts,xegulated"investment companies, real estate in-
vestment trusts, real ,estate mortgage investment conduits,
nuclear decommissioning trust funds and virtually exempt enti-
ties as defined in s . 71 .29 (1) (c), Stats .

,(b) "Estimated tax payable" means the amount calculated
under s . 71 .09 (13) or 71 .29 (9) or (10), Stats.

(c) "Persons other than corporations" includes individuals,
estates, trusts other than those treated as corporations in pat• .. (a),
partnerships except publicly traded partnerships treated as cor-
porations in s . 7704 of the inter•naYrevenue code and limitedli-
ability companies treated as partner ships under the internal reve-
nue code

(d) "Short taxable year" means a period of less than 12
month s

(3) NIJMBER OF. INSTALMENT PAYMENTS REQUIRED (a) For

short taxable : :years, the following number of estimated tax
instalment payments shall be made :

1:"For pexiodsof' one month or less, none,
2. For periods of 2 to 3 months, one ,
3 . For periods of 4 to 6 months, 2•,
4 For periods of 7to 9 months, 3 .
5, For periods of 10 to 1 1 months, 4..

(b) Except as provided in .par. (c), for purposes of deteimin-
ing the required number of estimated tax instalment payments
under par, '(a) ; a portion of a month shall be treated as a full
month..

(c) If a short taxable year, tterminates befoiethe end of a
month and another taxable year begins at that time, for estimated
tax instalment purposes the first taxable period shall be treated
as ending on the last "day of that month and the second taxable
period shall be treated as beginning on the fir st day of the follow-
ing month.

Note : Referfo tbe exampies of the esrimaced taz paymentrequirements for short
taxable years involving a portion of a month that follow sub ., (7) (b) 4 •

(4) DUE DATES OF INSTALMENT PAYMENTS F'OR CORPORATIONS
For short taxableyeaazs ;corporations shallmake estimated tax
instalment payments on or, before the15th day of each of'the fol-
lowing months :

(a) For periods of 2 to 3 months, the last month of the taxable
.year .

(b) For periods of 4 to 6 months, the 3rd and last months of
the`taxable year.

(c) For periods of 7 to 9 months, the .3rd, 6th and last months
of the taxable year

(d) For periods of 10to 11 months, the 3rd, 6th, 9th and last
months of the taxable yeat
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(5) DUE DATES OF INSTALMENT PAYMENTS FOR PERSONS OTHER

THAN CORPORATIONS .(a) Except as provided in par S.. (b) and (c) ,

for short taxable years, persons otherthan corporations shall
make estimated tax instalment payments on or before the 15th
day of each of the following months : ~

1, For periods of 2 to 3 months, the fust month following the
close of the taxable •year .

2. For peiiods of 4 to .6 months, the 4th month of'the taxable
year, and the fustmonth following the close of the taxable •year,

3 . For periods of 7 to 9 months, the 4th and 6th months o f
the taxable year and the first month following the close of the
taxable yeaY'• .

4 . . For periods of 10to .11 months,,the 4th, 6th and 9th
months of the taxable year and the first month following the
close of the taxable •yeat• . .

(b) Ifa person other• than a corporation files an income tax
return on or before the last day of the fust month following the
close of the taxable year and pays the full amount computed on
that return as payable, that person need not make the last pay-
ment of estimated tax•;

(c) Instead of making estimated tax instalment payments, a
farmer or, fisher`as defined in s. 71 :09 (1) (a), Stats•., may either
pay the estimated tax in full by the 15th day of the first month
after the close of the taxable year or file the tax return on or be-
fore the first day of the 3rd month#ollowing the close of the tax-
able year and pay the full amount computed on that return as
payable .

(6) COMPUTATTON OF ESTIMATED TAX PAYABLE COrpOratiOns
and persons other than corporations shall make estimated tax
payments equal xo the lesser, of the following amounts :

(a) Ninety percent of the tax shown on the return for the tax-
able year or, if no return is filed, 90% of the tax for the taxable
year

(b) For individuals, corporations having less than $250,000
of Wisconsin net income and estates and trusts having less than
$20,000 of Wisconsin taxable income, for the current taxable
year, the tax shown on the return for the preceding taxable year,
provided the taxpayer• filed a return for the preceding year cover-
ing a fu1112-month year. When the currentyear• is a short tax-
able year, and the preceding year was a period of 12 months, the
tax shown on the return for the preceding taxable year, may be
prorated based on the number of months in the shorttaxable
yeax.•

Example : Corporation'A receives federal approval to change its taxable year,
from acalendazyeaaz3o afiscal year ending on June 30 . To make the change, Corpo-
ration A files a franchise or income tax return for the period beginning January 1
and ending June 30. On this shoit-period return, itreports nettax of $8,000. Cotpo-
ration A s Wisconsin net income for the current taxable year is less than $250,000 .,
Therefore, its estimated tax payable is the lesser of 90% of the tax shown on its cur-
rent year return or 100% of the tax shown on its prior year return, provided it had
filed a tax retiun for that year covering a 12-month period: The tax shown on Cor-
poration A s retucn for the preceding taxable year,a 12-month period, was $6,000.
Corporation A's estimated tax payable for the current taxable year is $3,000, $6,000
prior year's tax x6 months/12months :

Note: Corporations having Wisconsin net income of $250,000 or more for the
current taxable year and estates or nusts having Wisconsin taxable income of
11(1(VN1 or more for the e^nent taxable year mav not calculate their estimarPd tax
payable under par (b)

(c) Ninety percent of the tax calculated by annualizing the
taxable income earned for the months in the taxable •year ending
before; the due date of the instalment . The following special
rules apply:

1•. Coxporations which determinetheir Wisconsin net in-
comes under the apportionment method may compute their•
annualized income using the apportionment percentage from the
return filed for the previous taxable yeac if the previous •year's
return is filed by the due date of the instalment for which the in-
come is being annualized and the apportionment percentage on
that return is greater than zero• A corporation that has at least
$250,000 of Wisconsin net income for the current taxable year
may also compute annualized income using the apportionmen t
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percentage from the return filed for the previous taxable year if
the •previousyear's return is filed by the due date of the3rd
instalment, the apportionment percentage on that return is great-
er than zero, and the apportionment .percentage used in comput-
ing thefust 2,instahnents is not less than the appor•6onmentper-
centage used on that return ..

2. Entities subject to tax, on unrelated business taxable in-
come,and trusts andestates shall annualize their incomes for the
months in the taxable year endingone month before the instal-
ment due date . ,

(7) PORTION OF ESTIMATED TAX PAYABLE IN EACH INSTALMENT'
The portion of the estimated tax payable in each instalment de-
pends on when the taxpayex! determines that the taxable year will
be a period of lessthan 12 months and the number ofinstalment
payments required, as follows :

(a) If an event that will terminate the taxable year before the
end, of the 12th month occurs after the taxpayer has begun mak-
ing estimated tax pa•yments, the initial estimated tax instalment
payments shall be based on 25% of the estimated tax payable,
with'the lastpayment"adjusted forthe difference between the es-
timated tax liability and the amount previously paid•• Examples :
4) Corporation B, which has been filing tax returns ;on a calen-
dar-yeaY' basis; receives federal approval to change its taxable
year to a fiscal year ending on July 31 . To make the change, Cor-
poration B files a franchise or income tax return for the short tax-
able year beginning January 1and ending July 31 : Since this is
a period of 7 months, Corporation B must make 3 estimated tax
payments•. , Twenty-five percent of the estimated tax, shall be
paid for each of the instalments due March 15 and June 15•, The
balance of the estimated tax shall be paid on or before July 15••
If Corporation B's estimated tax payable is $80,000, Corpora-
tionB must pay $20,000, 25% x$80,000 estimated tax payable,
for• each bf the instalments due March 15 and June 15 and
$40,000, 50% x$80,000 estimated tax payable, for the instal-
menY due July 15 2) Corporation C, a calendar-•yeat filer,
merges into Corporation D on October 6•• As a result, Corpora-
tion C files its final franchise or income tax return for the short
taxable year, beginning January 1 and ending October 6. Corpo-
ration Cmust make 4 estimated tax payments, each for, 25% of
the estimated tax payable;. The instalments must be paid on or
before March15, June 15; September 15 and Octobei 15: If•Cor-
poration C's estimated tax payable is $100 ;000, Corporation C
must pay $25,000, 25% x $100,000 estimated tax payable, for
each instalment.

(b)'If an event that will result in a taxable •year, of less than
12 months occurs before the taxpayer has begun making esti-
mated tax payments, instalment payments shall be made as fol-
lOWs :

I: If one instalment is due, all of the estimated tax shall be
paid at that time• •

2•. If 2 instalment payments are due, 75% of the estimated
tax shall be paid . for the first instalment and 25% shall be paid
for the remaining instalment.

3. If• 3 instalment payments are due, 50% of'the estimated
tax shall be paid for the first instalment and 25% shall be paid
for each of the 2 remaining instalments• ,

4.; If 4 instalment payments are due, 25% of the estimated
tax shall ;be .paid for each instalment .

Examples: 1) Corporation E owns 100% of the stock of Corporation F . The cor-
porations file consolidated federal income tax returns on a calendar-year basis : On
March 10, Corporation E sells all of the stock of Corporation F to third parties, se-
veiing the affiliated group., Foi federal purposes, CorporationsE and F file a con-
solidated return for the period from Januaryl through March 10. Corporation F
files a separate federal retmn for the period from March 11 through December 31 .
Since,the taxable period foi Wisconsin purposes is the same as the federal taxable
year, Coiporation F must alsofile 2 short-period Wisconsin returns : Forthe"first

ble yeaz,' Corporation F musliabilt make one estimaied tax instalment payment for
% of the estimated tax ity on or before March 15 ' For the second short
od, Co:poration F must make 3 .s timated tax instalmenYpayments : The firstt
ment for50% of the estimated tax fiabihty ispayable on orbeforeJune 15• . Since
ch is the lastmonth of the fust sho:tperiod, Aprilis treated as the fustmonth
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of the second short period: The second and third payments, each for 25% of'the
estimated tax, are due on or before September 15 and December 15, respectively,
If Corpoiation F's estimated tax forthe period beginning March 11 and ending De-
cember 31 is $150,000, Corporation F mustpay $75,000, 50% x $150,000 esti-
mated tax payable, for the first instalment and $37,500,25% x $150,000 estimated
tax payable, for each of the remaining 2 instalments.

2) Corporation G buys 100% ofihe stock of Coiporation H on August 29_Both
corporations compute their incomes on a calendar-year basis .Corporations G and
H file a consolidated federal income tax ietuxn for the period from August 30
throughbecember 31 : Corporation H files a separate federal retutn for the period
fromJanuary 1 through August 29 . Sincethetaxable year is the same for Wisconsin
and federal purposes, Corporation H must file 2 short-period Wisconsin returns .
For the first short taxable year, 3 estimated tax instalment payments are required,
due on or before March 15, .June 15 and August 15,: Twenty-five percent of the esti-
mated tax shall be paid for each of'theinstahnents due March 15and .June 15 and
the balance of the estimated tax shall be paid for the instalment due August 15. For
the second short period, 2 instalments are payable on or before November 15 and
December 15, Since August is the last month of the fu st short period, September
is treated as the fu st month ofthe second shortperiod . The tust instalmentpayment,
due November 15 is for 75% of the estimated tax and the payment due December
15 is for 25% of the estimated ta x

(8) ANNUALJZED INCOME INSTALMENT PAYMPNTS„ Under ss .
71 ;•09 (13) (d)and 71 :,29(9) (c), Stats ., taxpayers may compute
estimated tax instalment payments by annualizing income for
the monthsinthe taxable year ending before the instalment pay-
ment's due date . Corporations that are subject to a tax on unre-
lated business taxable income and virtually exempt entities may
compute estimated tax instalment payments by annualizing in-
'come fox themonths in the taxable ,year ending before the date
one month before the due date for the instalment payment .
Annualized income installment payments shall be computed as
follows :

(a) Computation of annualized income• : Taxpayers shall
annualize income for the annualization period as follows :

1 . Compute the Wisconsin net income f'or, the annualization
period, excluding adjustments which remain constant from peri-
od to period, suchas net business loss caYxyforwards and the
amortization of; adjustments for• changes in the method; of' ac-
counting

2. Calculate the annualization factor for the annualization
period bydividing the number of months in the ;taxable ,year, by
the number ofmonths in the annualization period . •

3 : Multiply the amount computed in subd .l •: by the annual-
ization factor computed in subd, 2 ,

4.' Subtract from the result in subd . 3 . any adjustments ex-
cluded from the calculation of Wisconsin net income in subd : 1 .
which remain constant for each period. Individuals shall also
subtract the standard deduction .

Example : Corporation J's taxable year begins January i and ends May 10 . It
has Wisconsin net income of $200,000 for the period from Eanuaazy 1 through Feb-
ruary 28 ., Corporation 7's annualization factor for that period is 2,5 ; calculated by
dividing the 5 months of the taxable year by the 2 months of the annualization peri-
od Theannualizedincomeforthatpetiodis$500,000,whichis$200,000Wiscon-
sin net income x 2.5 annualization factor

(b) Computation of instalment paymerits. Taxpayers shall
calculate their estimated tax instalment payments based on
annualized income for the annualization period as follows :

1Tletarmine the bornec taY nn the amnnnt ralrnlatad nndar
.. . . . . . . . . . . . . . . . , v.

par (a) .

2 ; Subtr•act from the gross,tax under subd., 1 ., any allowable
tax credits, excluding estimated tax paid,

3 ., Multiplythe net tax computed in subd .. 2„ by the applica-
ble percentage from sub : (7).

Example: Corporation K, a calendar year filer, merges into Corporation L on
July 14. Corporation K elects the annualized income m .ethodfor determining
whether itpaidsufficient;estimated tax Corporation K's Wisconsin net income is
$300,000 forthefust2monthsbfthetaxable year, $1,400,000 for;hefust5 months
ofthetaxableyear,and$1,800,000forthefust6monthsofthetaxableyear Coipo-
iation K has $9,000 of tax credits and its net tax due for the year ending July 14 is
$135,000 .Therefore,CorporationK'sestimatedtaxpayableis$121,500 . ForCor-
poration K's 7-month year, the annualizatioh factors are 35 (7 months/2 months),
14 (7 months/5 months), and 1167 (7 months/6 months) : Corporation K calcu-
lates its required estimated tax payments as follows:

First 2 First 5 First 6

months months months

Wisconsin net income $300,000 $ 1,400,000 $1,800,000

Annualization factor _3.5 I,4 1,167

Annualizedincome $1,050,000 $ 1,960,000 $2,100,600

Annualized gross tax 82,950 154,840 ,_ 165,947

Tax credits 9,000 9,000 9~000

Annualized net tax, $ 73,950 $ 145,840 $156,947

Applicable percentage 22.5%v 45% 90°JQ

Portion of annualized $ 16,639 $65,628 $141,252
tax

25% of estimated tax 30,375 60,750 121,500

Amount payable in 0 16.639 , 60.750
preceding periods

Instalment payable . 16 639 111 $ 60.750

Note : Aftertheendofthetaxableyeat,personsotherthan corporations shall use
schedule U and corporations shall use form 4U :todeteimine whetherrthey have
made sufficientsstimated tax payments . Taxpayers with short taxable years shall
adjust the computations on those forms as provided in this sectio n

Note: Section Tax 2 89 interprets ss :71 .09 (9) and 71,29 (5), Stats .
History : Cr Registei, Decembei; 1995, No 480, eff 1-1-96.

Tax 2 .90 Withholding ; wages . (1) The term"wages"
means all remuneration for services performed by an employe
for an employer unless specifically excepted under s .. 71 .,63,
5tats •

(2) The name by which remuneration for`services is desig-
nated is immaterial•, Thus, salaries, fees, bonuses ; commissions
on sales, commissions on insurance premiums, pensions and re-
tirement pay, and supplemental unemployment benefits are
wages within the meaning of the statuteif paid as compensation
for services performed by the employe for the employe's em-
ployer ,

(3) The basis upon which the remuneration is paid is. imma-
terial in determining whether the remuneration constitutes
wages Thus it may be paid on the basis of piecework, or a per-
centage of the profits, and may be paid hourl,y; daily, weekly,
monthly or• annually..

(4) Generally the medium in which the iemunerationis paid
is also immaterial . It may be paid in cash or• in something othex
than cash, as, for example, stocks, bonds or other forms of prop-
er •ty : However, s . 71 .63 (6) (i), Stats ., excludes from wages re-
munerationpaid in any medium other than cash for services not
in the course of'the employer's trade ox- business: If services are
paid'for in a medium other than cash, the fair market value of the
thingtaken in payment is the amount to be included as wages .
If the services were rendered at a stipulated price, in the absence
of evidence to the contr aY,y, such price will be presumed to be the
f'air value of the remuneration received : If a corporation transfers
to its'employes its own stock as remuneration for services ren-
dered by the employe, the amount of' such remuneration is the
faix market value of the stockat the. time of'the transfer.

(5) Remuneration for• services, unless the remuneration is
specifically excepted by the statute, constitutes wages even
though at the time paid the relationship of employer and em-
ploye no longer exists between the person inwhose employ the
services were performed and the individual who performed
them .

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

Register, October, 1996, No. 490'
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(7) Amounts paid specifically-either as advances or reim-
bursements-for traveling or other bona fide ordinary and nec-
essar,y expenses incurred or reasonably expected to be incurred
in the business of the employer are not wages and are not subject
to withholding . Traveling and other reimbursed expenses must
be identified either by making a separate payment or by specifi-
cally indicating the separate amounts where both wages and ex-
pense 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 notwithstandingthe absence from work, consti-
tutes wages .

(9) Any payments made by an employer to an employe on
account of'dismissal, that is, involuntary separation from the ser-
vice: of the employex, constitutes wages regardless of whether
the employer is legally bound by contract, statute or otherwise
to make such payments.

(10) Any amount deducted by an employer from the remu-
neration of an employe is considered to be a part of the em-
ploye's remuneration and is considered to be paid to the employe
as remuneration at the time the deduction is made .. It is immateri-
al that any act or law requires or permits such deductions .

(11) The term "wages" includes the amount paid by an em-
plo,yer on behalf of an employe, without deduction from the re-
muneration of or other• reimbursement from the employe, on ac-
count of any tax imposed upon the employe by any taxing
authority.

(12) The value of any meals or lodging furnished to an em-
ploye by an employer is not subject to withholding if'the value
of the meals or lodging is excludable from the gross income of
the employe under the provisions of the internal revenue code,
as defined in s. 71 .01(6), Stats• ,

(13) Ordinarily, facilities or privileges, such as entertain-
ment,,medical services, or so-called "courtesy discounts on
purchases furnished or offered by an employer to emplo•yes .gen-
erally, are not considered as wages subject to withholding, if the
facilities or privilegesare of relatively small value and are of-
feted oi• furnished by the emplo•yer merely as a means of promot-
ing the health, good will, contentmentox efficiency'of employes .,

(14) Tips or,gratuities paid directly to an employe by a cus-
tomer, of an employer, 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 not requued:
(a)Upon amounts paid to an employe by the employe's em-

ployer undei a wage continuation plan for a period during which
the employe is absent from work on account of'personalinjuries
or, sickness if such amounts are exempt from withholding taxa-
tion under the internal revenue code, as defined in s 71 .01 (6),
Stats„

(b) When, as provided by s. 71 .66 (3), Stats ., an employe cer-
tif'ies to an employer•that the employe incurred no liability for
income tax for the preceding taxable year and anticipates not in-
curxing a liability for the current taxable year• ,

Note: Section Tax 2.90 interprets ss . 71 63 and 71661(3), Stats
History: Ct Register January 1963, No. 85, eff, 2-1-63; r, and recr.(12) ; cr,.

July, 978SNo, 271ceff. 861-78 ; am (}(4)1 5).(8), (12), (13) and (15), Register
July, 1989, No, 403, eff•, 8-1=89 .

Tax 2.91 Withholding; fiscal year taxpayers.
(1) Except as provided in sub :: (2), amounts withheld pursuant
to ss .,71 ..64 and 71 .67, Stats., in any calendar year shall be al-
lowed as' a credit for the taxable year beginning in the calendar
year. If more than one taxable year begins in a calendar• year, the
amount shall be allowed as a credit for the last taxable year be-
ginning in that calendar• year• .
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(2) Any employe who reports income for taxation to the state
of' Wisconsin on a taxable •year other than the calendar year• shall
be allowed as a credit for the fiscal year amounts withheld by his
or her employer in the fiscal year; provided the emplo•yer, on or
before the end of the first month following the close of the fiscal
year, shall voluntarily furnish the employe with 2 legible copies
and the department of'revenue with one legible copy of a written
statement, adaptedto the fiscal year, but otherwise consistent
with the written statement referred to in ss . 71 .65 (1) and 71 .71
(1), Stats ., and the employe files a copy of the statement along
with the fiscal yearreturn .
- Note: Section Tax 2 .91 interprets ss.. 71 .64, 71.65 (1), 71 .6'7 and71,.71(1), Stats .

History : Cr. Register, lvlarch,1963, No. 87, eff. 4-1-66 ; am. Register, February,
1975 ; No.. 230, eff 3-1-75; am . Register, July, 1989, No. 403, eff 8-1-89

Tax 2 .92 Withholding tax exemptions. (1) An em-
ploye may claim the same number of withholding exemptions
for Wisconsinas are allowable for• federal withholding purposes .
Themaximum number• of federal exemptions allowable is com-
puted by completing a federal form W-4, "Employe's Withhold-
ing Allowance Certificate••" ,An employe claiming the same
number• of exemptions for both state and federal purposes is not
required to complete a form WT-4, "Employe's Wisconsin
Withholding Exemption Certificate." An employe who . claims
a different number of withholding exemptions f'or Wisconsin
than for federal withholding purposes shall provide his .or her
employer with a completed form WT-4 .

(2) An employe who had incurred no Wisconsin income tax
liability for the preceding taxable year and anticipates no liabil-
ity for a current taxable year shall be exempt from withholding
if the employe piovides his or her employer with a completed
forin WT-4, "Employe's Wisconsin Withholding Exemption
Certificate"which shows a claim for total exemption . For this
putpose, a tax liabilit•y is "incurred" if' the employe had for the
preceding •year, or anticipates for the current year, a net Wiscon-
sin income tax due, i.e ., gross tax less personal exemptions on
a Wisconsin return. If an. employe is married, the Wisconsin
marital property laws for tax computation shall be considered in
determining if the employe may claim this exemption

(3) (a) Effective April 1, 1979, an employe may,enter into
a written agreement with his or her employer to withhold alesser•
amount of tax than indicated in the withholding tax tables, if the
employe determines the lesser amount approximates the em-
ploye's anticipated income tax liability fof- the •year . Form
WT-4A1' "Wisconsin Employe Withholding Agreement", shall
be used for thispuxpose and a completed copy of the form shall
be sent by the employe to the department within 10 days after it
is filed with the emplo•yer . If the employe fails to notify the de-
partment within thexequired 10 days, he or she shall be-subject
to a penal •ty of' $10, as provided by s : 71 .20 (22) (c), Stats .

(b) The agreement between the employe and employer shall
be renewed each year: For calendar year taxpayexs, .xhe agree-
ment expires on Apri130 of the year immediately following the
year, in which it was entered into• For, fiscal ,year, taxpa•yers, th e
agreement ezpiues 4 months following the ciose 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 sub-
mit 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 pre-
vious agreement .

(c) If the department determines that an agreement is incom-
plete, incorrect, or would result in an insufficient amount of tax
being withheld, the department may void the agreement by noti-
fication to the employer and employe :

(d) Section 71 .20 (16), Stats .,,provides that any employe who
enters, into an agreement with the intent to defeat or evade the
proper withholding of tax, shall be subject to a penalty equal to
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the difference between the amount required to be withheld and
the amount actually withheld for the period that the incorrect
agreement was in.effect

(e) Under s . 71 .20 (22) (e), Stats., any employe who willfully
supplies an emplo ;yer with false or fraudulent information re-
garding an agreement with the intent to defeat or evade the prop-
er withholding of tax may be imprisoned not more than 6 months
or fined notnlore'than $500, plus the costs of prosecution, or
both .

Note : Forms WT14 and WT-4A may be obtained by mail request to Wisconsin
Department of Revenue; P.0 O . Box 8903, Madison; W153708 :

Note :: Section Tax 2 92 interprets ss . 71 .66 and'71 .83 (1) (a) 5 : and (b) 4 and
(2) (a)5 ., Stats

History : Cx : Register, Novembex,1977, No. 263, eff. 12-1=77; am. (1) and (2),
cr, (3); Register, September, 1983, No 333, eff 10-1-83 ; am. (1), (2) and(3) (c),
Register ; .July, 1989, No . 403, eff, 8-1-89.

Tax 2.93 . Withholding from wages of a deceased
employe and from death benefit payments . (1) GENER-
AL. Section 71 ;64 (1) (a), Stats.,, requires employers to withhold
Wisconsin income tax from payments of' wages to an em-
ploye" : Various types of` payments aremade to the estate or, to
beneficiariesofa deceased employe which resulted from the de-
ceased,person's employment• The departmentshall follow the
federal internal revenue service's policy in determining whether,
withholding of income tax is required from thesepayments ..

(2) PAYlv1ENTS susJECT TO wlTxxoLDlrrG An uncashed check
originally received by a decedent piior• to the date of death and
reissued subsequently to the decedent's personalr'epr'esentative
shall be subject to withholding of Wisconsin income tax.

(3) PAYMENTS NOT SUBJECT TO WITHHOLDING The follOwing
types of payments to a decedent's personal representative or heir
shall not besubject to. withholding of Wisconsin income tax :

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

(b) Accrued vacation and sick pay ..
(c) Termination and severance pay ,
(d) Death benefits such as pensions, annuities and distYibu-

tions from adecedent's interest in an employer's qualified stock
bonus plan or profit sharing plan, as provided in s ., 71 .63 (6) (j),
Stat s

14ote : Section Tax 2 .93 interprets ss. 71 .63 (6) (j) and 7164 (1) (a), Stats
History : Cr. Register, February, 1978, No. 266, eff, 3-1-78 ; am. (1) and (3)(d),

Register, July, 1989, No 403, eff., 8-1-89 ,

Tax 2 .935 Reduction of delinquent interest rate
under s. 71 .20 (5) (c), Stats . (1) PROCEDURES, The secre-
tar,y may reduce the delinquent interest rate from 18% to 12%
per year when the secretary determines the reduction fau and eq-
uitable, if the person from whom delinquent taxes are owing :

(a) Requests the reduction in writing, addressed to the Wis-
consin Department of Revenue, Delinquent Tax Collection Sys-
tem, P.O .. Box 8901, Madison, WI 53708 .

(b) Clearly indicates why it.is fair' and ;equitable for the rate
of interest to be reduced . Information regarding one or more of'
the factors under sub• . (2) may be indicated.

(c) Is current in all return and report filings and tax payments
for all matters other than the delinquencies for which interest re-
duction is being sought .

(d) Pays the`withholding taxes, r'educed amountof interest
and any penalties associated with them within 30 days ofreceiv-
ing notice fromthe department of the reduction• .

(2) FACTORS FOR SECRETARY'S CONSIDERATION„ In deteTTnin-
ing whether an interest rate reduction is fair and equitable, the
secretary may consider the following factors:

(a) The taxpayer's prioi record of reporting and paymentto
the department,;

(b) The taxpayex's f"mancial condition ..

Tax 2.94

(c) If the taxpayer is a natural person, any circumstances
which may have prevented payment such as death, imprison-
ment, hospitalization or otherinstitutionalization .

(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 believes pertinent.

(3) DETERMINATION NOT APPEALABLE The secretary's deter-
mination under this rule is not appealabl e

Note: Section Tax 2.935 interprets s . 71 .20 (5) (c), Stats .
History : Cr. Register, February, 1979, No. 278, eff 3-1-79; am. (1) (intro .),

Registef, September;1983; No 333, eff . 10-1-83 .

Tax2.94 Tax-sheltered ;annuities : (1) GENERAL (a)
Payments for a tax-sheltered annui ,ty purchased for an employe
by a public school system or by an exempt educational, charita-
ble orreligious organization, which are excludable from the em-
ploye's gross income in the ,year of payment under s . 403 (b) of
the internal revenue code, are also excludable in the year of pay-
ment for Wisconsin income tax purposes ,

Note : The exclusion from gross income as provided in sub. (1) (a) is effective
January 1, 1965, when Wisconsin adopted the internal revenue code as the basis for
computing Wisconsin taxable income . Payments prior to .January 1, 1965, were
taxable for Wisconsin income tax putposes ,

(b) All benefits paid under tax sheltered: annuity contracts,
including. withdrawals, death benefits or annuities, are included
in federal taxable income when received• The Wisconsin treat-
mentis described in subs. (2) and (3) .

(2) .MII:WATJKEE CJTY AND COUNTY EMPLAYE AND STATE
TEACHERS RET1R1=,mENT sYSTEmS Normal retirement benefits re-
ceived from systems enumerated in s. 71 .05 (1) (a), Stats.,are
exempt as .provided by thatsection•• .The exemption is limited to
payments from the accounts of those pecsons whowere mem-
bers of any of the systems on December• 31, 1963, or who were
retired from any of the systems on or before December 31,1963 .
However, benefits received from tax-sheltered annui ,ty,deposits
described in sub (1) administered by these systems do not quali-
fy for the exclusion from Wisconsin taxable income provided by
s . 71 .05 (1) (a), Stats. Tax-sheltered annuity benefits shall be in-
cluded in gross income for Wisconsin income. tax purposes as
they are for federal income tax purposes, except as piovided in
sub, (3) "

; (3) STATE TEACHERS RET1REm$NT sYSrEm (a) Tax-sheltere d
annuity benefits received by retired teachers on and after Janu-
ary 1,1974, shall be included in taxable income.• No subtraction
modification from federal adjusted gross incoriie may be a1-
lowed, except as provided in par. (b) .

(b) If a school s,ystempurchased a tax-sheltered annuity for
an employe 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 1964annuitypremium, a subtraction
modification under s. 71 .05 (6) (b) 3 ., Stats .., shall be allowed for
the tax-sheltered annuity benefits received on or after January
1,1974, which ace'included in federal adjusted gross income and
upon which the employe previouslypaid a Wisconsin`income
tax. The allowable subtractionmodification is theamount ofde-
positon which the 3%Jisconsin tax was previously paid iess that
portion, if any, ofthe tax-sheltered annuity benefits excludable
from Wisconsin taxable income because of receipt prior:xo Janu-
ary 1, 1974.•

Examples: Ineach example below, assume theemploye is a taxpayer who files
tax returns on a calendar year basis

1) An employe made a deposit of $200 for the purchase of a tax-sheltered annu-
ity in1964, and this amount was included in Wisconsin taxable income. When the
employeretires after December 31,1973; a subtractionmodification under s„ 71 .05
(6) (b) 1, Stats ; is permitted for the first $200 of tax-sheltered annuity benefits re-
ceived : All subsequent benefits are taxable with no subtraction modification a1-
lowed .

;2) <An employe niade a deposit of $300 for the purchase of a tax-sheltered annu-.
ity in 1964, and this amount was included in Wisconsin taxable income Theem-
ploye retired priox to January 1, 1974, and $120 of the benefits received were not
included in Wisconsin taxableincome A subuaction modification undei s. 71 .05
(6) (b) 1,Stats.,ispermittedforthe next$180 ($300-$120) received after Decem-
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ber 31,1973„ All subsequent benefits are taxable with no subtraction modification
allowed

, 3) An employe made a deposit of'$160 for the purchase of a tax-sheltered annu-
ity in 1964, and this amount was included in Wisconsin taxable income . The em-
ploye ietiredpriorto.January 1, 1974, and treated $200 of thebenefits as nontaxable
for Wisconsin income tax purposes All the benefits received after December 31,
1973, are taxable with no subtraction modification allowe d

Note: Section Tax 2 94 interprets s . 7105 (1) (a), Stats ,
History : Cr Register, April, 1978, No . 268, eff. 5-1-78; r(1) (a) and (3) (b),

renum. (1) (b), (c) and (3) (c) to be (1) (a), (b) and (3) (b) and am, . (a) and (3) (b),
am . (2) and (3) (a), Register, .Tune, 1991, No: 426, eff 7-1=91 ,

Tax 2 .95 Reporting of instalment sales by natural
persons and fiduciaries . (1) GENERAL The Wisconsin tax
treatment :of'instalment sales by natural per sons andfiduciaries
is determined-under the internal revenue code in effect under s :
71 .01 (6), Stats: Instalment sales may be made of either real or
personal proper•ty. Because for Wisconsin purposes, at the time
of'the sale, the seller• maybe either a resident or nomesident, and
the property may be realty or personalty, tangible or intangible,
and may be located within or without Wisconsin, special situa-
tions that are not addressed in the internal revenue code may
arise which affect the reporting of the sale

(2) SITU OF INCOME Under s. 71 .04 (1) (a), Stats.:, all in-
come 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 si-
tus of the property. Interest income of a nonresident and income
from the sale of intangible personal property follows the individ-
ual's residence .

(3) TAXATION OF PROCEEDS FROM INSTALMENT SALE OF INTAN-
GIBLE PERSONAL PROPERTY (a) Resident seller. If'the seller is a
Wisconsinresident; the portions of each instalment payment that
xepresent gain and interest income from the sale which are re-
ceived while the seller is a resident of this state are taxable by
Wisconsin, If the resident seller abandons Wisconsin domicile
and establishes residence in another state, neither the gain nor in-
terest payments received while a nomesident is taxable by Wis-
consin .

(b) Nonresident seller. If the seller is not a Wisconsin iesi-
dent, the portions of each instalment payment that represent gain
and interest income from the sale are not taxable by Wisconsin .
If the seller subsequently becomes a Wisconsin resident after the
sale, the portion of each instalment payment received after be-
coming a Wisconsin resident representing gain is~not taxableby
Wisconsin, but the portion representing interest on the instal-
ment note is taxable by Wisconsin .

(4) TAXATTON OF PROCEEDS FROM INSTALMENT SALE OF REAL
PROPERT' OR TANGIBLE PERSONAL PROPERTY Upon the sale of'
teal property or tangible personal property reported under the
instalment method:

(a) Wisconsin property. 1 . If; the property is located in Wis-
consin and the seller is a Wisconsin resident, theportion of each
instalment payment that represents gain and interest income
from the sale is taxable by Wisconsin

2 . 3f tne property is iocated in W isconsin and the seller is not
a Wisconsin resident, the portionof each instalment payment
that represents gain is taxable by Wisconsin . Inteiest income of
a nonresident is not taxable by Wisconsin.

(b) Out=of-state properry•. For property located outside Wis-
consin which is sold in taxable year 1975 or thereafter :

1 If the sale occurs while theseller is a Wisconsin resident
and theseller is a Wisconsin resident at the time instalment pay-
ments are received, the portions of each of these instalment pay-
ments that represent gain and interest income from the sale are
taxable by Wisconsin.; However; if the seller no longer is aWis-
consin resident when instalment payments are received, the par-
tions of each of these instalment payments . that represent gain
and interest income from the sale are not taxable by Wisconsin••
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2 . If the sale occurs while the seller is not a Wisconsin resi-
dent and the seller is a Wisconsin resident at the time instalment
payments are received, the portion of each of the instalment pay-
ments that represents gain is not taxable by Wisconsin, but inter-
est income from the saleis taxable, However, if the seller is not
a Wisconsin resident at the time instalment payments are re-
ceived, the portions of each of these instalment payments that
represent gain and interest income from the sale are not taxable
by Wisconsin .

Note: Fortaxableyearsp;iorto1975 ;s .7107(1),Stats.,providedthatforWis-
consin income taxation purposes, income or loss derived from the sale of real prop-
erty 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 indi-
vidual's residence•. Therefore, if real property or tangible personal property which
was located outside Wisconsin was sold on the instalment method prior to taxable
year 1975:

1) The portion of each instalment payment that represents gain is not taxable by
Wisconsin regardless of whether the seller is aresident or nonresident of Wisconsin
atthe time payments are received, regardless of whether the payments are received
in 1975or in any subsequent year .

2) Theportionofeachinstalmentpaymentthatrepresentsinterestincomeistax-
able by Wisconsin if the seller is a Wisconsin resident at the time payments arere-
ceived, If the seller is a nonresidentof Wisconsin at the time payments are received,
the interest portion is not taxable by Wisconsin

(5) TAXATION OF PROCEEDS . FROM SALE OF INSTALMENT OB-
LIGATION If t6e sale of an instalment obligation ; i,e., an individ-
ual's right to unpaid instalments fromthe sale of'property, occurs
while the seller is a Wisconsin resident, gain or, loss on the sale
is taxable byWisconsin•, Internal revenue code s . 453B provides
that any gain or loss resulting from the disposition of an instal-
menfobligation shall be considered asxesulting from the sale or
exchange of the property inrespect of which the instahnentob-
ligation was received• . Therefore, if the sale of an instalment ob-
ligation occurs while the seller is :not a Wisconsin resident, gain
or loss on the sale is taxable by Wisconsin where the instalment
obligation resulted from the sale of real property or tangible per-
sonal property located in Wisconsin .

Example: In 1990 an Blinois resident sells Wisconsin real estate for $140,000
The adjusted basis of the property is $70,000 whichresults in a gro'ss profitpercent-
age of 50% . The seller receives adown payment of $40,000 and an instalment note
of $100,000 for the balance. In 1991, afterreceiving a$60,000paymenton theprin-
cipal plus interest of $4,000, the instalment obligation is sold for $45,000 . The sell-
er's Wisconsin taxable income from these transactions is as follows :

Wisconsin
Income

1990-, Selling piice $140,000 . ;

Wisconsin adjusted basis 74,400

Gross profit $70,000

50% `Gross profit percent
Down payment received $40,000

Profit reportable (50% x, $40,000) 20,000 ?$14,40Q

Total Wisconsin Income $20,000

1991- Payment on principal received $60,000

Profit reportable (50% x $60,000) 30,000 $30,000

Interest received 4,000 ~ -0-

Sale of instalment obligation:

Selling price 45,000

Less basis- unpaid balance of

$40,0001ess unpaid profit due
of' $20,000:($40,000 x 50%) 20,000

Gain on sale of instalment
obligation ($45,000 - $20,000) 25,000 _ 25,000

Total Wisconsin Income 55 000
Note : Section Tax 2 .95 interprets ss . 71 .01 (6) and 71 .04 (1) (a), Stats :

History: Cr ; Register, January, 1979, No. 277, eff. 2-1-79 ; r. and recr. (2) and
(5) (b) 2 .a. and b ., am . (4) (a) and (b), (5) (b) l, a ., Register, September, 1983, No,
333, eff 10-1-83; r, and recr: (1), r. (2), (3) (a), 5. (b) 1 (intro.), a . and b., renum
(3) (b) to be (2) and am.,, renum ; (4) to be (3) and am ., renum . (5) (intro) (a) to be

~
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(4) (intro . )(a.), renum. (5) (b) 2. (intro) a, and b, to be (4) (b) (intro ) 1 . and 2 . and
am„ renum, (6) to be (5) and am ., Register, March, 1991, No . 423, efF. 4-1-9 1

Tax 2.955 Credit for #axes paid to other states.
(1) DEFINITION In this section, "state" means the 50 states of'
the United States and the District of Columbia, but does not in-
clude the commonwealth of'Puerto Rico or the several territories
organized by Congress:.

(2) CREbrrS AL1 .ownsz.E; (a) Except as provided in sub. (3),
an income tax credit may be claimed by a Wisconsin resident in-
dividual, 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, (3), an income tax credit may
be claimed by a Wisconsin resident shareholder• in a tax-option
(S) corporation for any net minimum tax, income tax, or ;fran-
chise tax paid by that shaYeholder, to another state on or measured
by income of the tax-option (S) corporation..

(3) CREDITS NOT ALLOWED An income tax credit may not be
allowed for :

(a) Income tax paid to Illinois, Indiana, Kentucky, Michigan
or Minnesota on personal service income earned in these states
included under a reciprocity agreement .,

Note : Refer to s Tax 2 02 for information concerning reciprocity

(b) Minimum tax or income tax paid to another state on in-
come considered neither taxable income for Wisconsin tax pur~-
pose's nor a tax preference item in the computation of the Wis-
consin minimum tax., '

(c) 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 zo CLAIM A CREDIT : The amount of income tax cred-
it claimed shall be entered on the line provided for net income
tax paid to other states on Wisconsin income tax return form 1
ot forrn l NPR ; The cieditmay not exceed the Wisconsin net tax .,
To support the credit claimed, the following information shall be
attached to foxrn 1 or form 1NPR :

(a) For a Wisconsin resident individual, estate, or trust, attach
copies of the otheY state's income tax return and the wage state-
ments,if any, to the Wisconsin income tax return.

(b) For a Wisconsin resident shareholder in a tax-option (S)
corporation, the federalsubchapter S status of which is recog-
nized by the othei state :

l .. If a Wisconsin resident shareholder files an individual in-
come tax return with that state, attach a copy of'the other state's
income tax return to the Wisconsin income tax return• ,

2. If the corporation files a combined or composite return
withthat 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 pxo-
vided in par• . (d)..

3 If the corporation files a corporate income or franchise tax
return with that state and pays'tax on ormeasuted by income
earned there that is attributableto its shareholders who are non-
residents of that state, 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 pro-
vided in par . .(d) ;

(c) For . a Wisconsin resident shareholder in a tax-•option(S)
corporation, the federal subchapter S status of which is not rec-
ognized by the other state, if the corporation pays an income or
franchise tax on or measured by the income earned there, attach
to the Wisconsin income tax;return either a copy of xhe Wiscon-
sin schedule 5K-1 on which is shown the shareholder's share of
tax paid to that state, •or a letter as provided in par . (d) .

(d) If the tax-option (S) corporation is not subject to Wiscon-
sin's income or franchise tax, a Wisconsin resident shareholder
shall attach to the Wisconsin income tax return a letter• provided
by the corporation in lieu of Wisconsin schedule 5K-1 as re-
quired in pars .. (b) 2, and 3, and (c) . The letter shall include a
schedule showing the shareholder's proportionate share of the
items of income taxable by that state, the adjusted gross income,
and the nettax paid :

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

Example : A Wisconsin resident receives income of $4,000 in 1992 from rental
property located in Iowa. The person files a 1992 declaration of estimated tax of
$200 with Iowa, with $150 of estimated tax payments being made in 1992 and the
fourth- quarter payment of $50 being made in January 1993 The Iowa income of
$4,000 is reported as income on the 1992 Iowa and Wisconsin returns The 1992
Iowa income tax retain shows the following :

1992 Iowa Return'

Iowa Rental Income $4
Iowa Net Tax $ 185

Estimated Tax Payments _200
Refund $

The taxpayer may claim a credit for net income tax paid to other states of $185
on the 1992 Wisconsinretuin, eventhougha part of the'tax was paid in 1993

Note: Section Tax 2.955 interprets s. 71 .07(7), Stats
History : Cr, Register, December, 1978, No . 276, eff 1-1-79 ; am (4) (b), Regis-

ter, January, 1981, No . 301, eff 2-1-81 ; x(2) (a) and (b), (3) (b), am.. (2) (c), (3)
(d) and(4), renum : (3) (c) tobe (3) (b),'r. and recr (5), Register, September;1983,
No.333, eff. 10-1-83 ; am(1), (2),(3) (a) and(b), (4) (intro), renum. (3) (cv) to
be (3) (d), cr.(2)(b), (3) (c), (4) (c) and (d),r, and recr . (4) (a) and (b), Register, June,
1990, No. 414,eff. 7-1-90; anr. (3)(intro ), (a), (4) (b) 2, 3 :,(c) and (d), Register,

Apri1,1993, No. 448, eff . 5=1-93 .

Tax 2.956 Historic structure and rehabilitation of
nondepreciable historic property credits. (1) PURposB
This section clarifies the phrase "first applies •, for projects be-
gun after December31;1988" as used in the initial applicability
of s 7109 (32p) and(12q), Stats ., as created by 1987 Wis. Acts
395 and 399," respectivel•y. The initial applicability is provided
insecdon 71 of Act 395 and in section 3203 (47) (mp) of Act
399 .

(2) " DEPI1v1z1oN oF ,ssGVrr'. In the initial applicability of s .
71 „09 (12p) and (12q) Stats ., thedate a project is "begun" means
the date on which the physical work of rehabilitation com-
mences . Thephysical work of reliabilitation commences when
actual consttuction ; or destruction in preparation for construc-
tion ; commences .. The term ""physical woikof rehabilitation,"
however, does not include preliminary activities such as plan-
ning, designing, securing financing, exploring ;resear•ching, de-
veloping, plans and specifications, or stabilizing a building to
prevent deterioration, such as placing boards over broken win-
dows•

, Note: Section Tax 2.956 interprets ss . 71 .07 (9m) and (9r), 71 .28 (6) and (7) and
71 .47 (5) and (6), Stats.

History: Emerg.. c: 12-28-88 ; or. Register, June, 1989, No, 402, eff, 7-26-89

Tax 2.96 Extensions of time to file corporation
franchiseorincometaxreturns .(1)DuEnAiES (a) Gen-
eral., Except as pxovided in par. (b), corporation franchise or in-
come tax returns, forms 4, 41, 5 and 5S are due on or before the
15th day of the 3rd month following the close of a corporation's
taxable year and form 4T is due on or before the 15th da•y of the
5th month following the close of the corporation's taxable year
unless an extension of time for filing has been grante d

(b) Short-period returns . Corporation franchise or income
tax returns for periods of less than 12 months are due on orbefore
the federal due date.

(2) ExTElvsioNS . (a) The automatic extension to 30 days af-
ter the federal due date., If an automatic six-month extension of
timehas beenallowed for filing the corresponding federal in-
come tax return underthe internal tevenue code, an automatic
extension unti130 days aftet the federal extended due date shall
be allowed forfiling the Wisconsin return . A copy of federal ex-
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tensionform 7004 shall be attached to a Wisconsin fr an chise or
income tax return filed under the federal automatic 6-mon th ex-
tension provision f'or the Wisconsin return to be considered
timely filed• .

Note: The additiona130-day extension allowed to corporati ons having a federal
extensiomfust applies for taxable years beginning on January 1, 1993, as a result
of the enactment of 1993 Wis Act 199 ,

(b) The •30-day, .3-monthor irrmonth extension from depart-
ment.. As an alternative to the extension in par. (a), a corporation
may obtain an extension from the department for aperiod not to
exceed, 30 days, or not to exceed 3 months in the case of a foreign
corporation that does not have an office oI• place of' business in
the United States, or not to exceed 6 mon ths in the case of a coop-
erative filing a return oI• a domestic international sales corpora-
tion; if the extension i s requested prio r to the original due date
of the return• ; A•Iequestfor a 30-iay, 3-month or 6-month ex-
tension, form IC-830, from the department shall be filed by the
taxpayer prior to the original due date of the tax return. Requests
for extensions shall be mailed to the address specified by the de-
partment on form IC-830 or delivered to the depaltment.

Note : The 3-month extension allowed to foreign corporations that do not have
an office or place of business in the United States first applies for taxable years be-
ginning on .January 1, 1992 ; as a result of the enactment of 1991 Wis. Act 39.

(c) Estimated tax payment. A taxpayer who desires to mini-
mize interest charges during the extension period may pay the
estimated tax liability on or ,before theoriginal due date of the
franchise or income tax return: This shall be done by attaching
a remittance to a corporation estimated tax voucher, form 4-ES,
and mailing them to the address specified by th e department on
the form4-ES. The estimated tax liability includes the tempo-
raly recycling surcharge imposed under s. 77 .93, Stats .,

Note: The inclusion of the temporary recycling surcharge in the estimated tax
liability;first applies for taxable years beginning on January 1,1994, as a result of
the enactment of 1993 Wis, . Act 1 6

(d) Federal termination or refusal to grant extension : If the
internal revenue service terminates OI refuses togrant an exten-
sion, the corresponding Wisconsin fr anchise or income .tax re-
turn shall be filed on or before 30days after the date of termina-
tion fixed by the internal revenue service.

(3) INTEREST CHARGES AND LATE FILING FEES, : ( a) Regular in-

terest. Except as provided in pal : ( b), additional tax due wi th the
complete return an d the temporary recycling surcharge imposed
undel s . 77 .93, Stats ., which are not paid by the original due date
are subject to interest at 12% peryeaY . during the extension peri -
od and 1 1/2%q per month from the end of the extension period
until the date of paylnent

Note: The 12% per year interest charge during the extension period for tempo-
rary recycling surcharge not paid by the original due date first applies foi taxable
years beginning on January 1,1993, as a result of the enactment of 1993 Wis:. Act
16

(b) Delinquent interest. If 90% of the tax shown on the re-
turn, form 4, 41, 5 or 5S, is not paid by the 15th da,y of the 31d
month .or, for form 4T, by the 15th day of the 5 th month begin-
ning aftel the end of the taxable year the difference between that
amount and theest.imated taxes paid along with any interest due
is subject to interest at l 1/2% per month until paidxegardless of'
any extension granted for filing the retuxn• The tax shown on the
return includes ;the temporary recycling surcharge imposedun-
der s . 77 :93, Stats.

Note : 1) The imposition of delinquent interest during the extension period ap-
plied for 1987 and prior taxable years and was reinstated by 1989 Wis Act 31, ef-
fec tive for taxableyeaazs beginning on or after Januaiy1,1990 .`

2) Therequirementtoinclude temporary recycling surchargepayments in the tax
shown on the return first applies for taxable years beginning on January 1, 1994,
as aresultofihe enactment of .1993 Wis.. Act 16 :

(c) Late•fzlingfee. A corporation return filed after the exten-
sion,period is subject to a $30 late filing fee.

Note: 1) Refer to s: 71 .83 (3), Stats . 2) For franchise or income tax returns with
an originaIor extended due date before July 20,1985,the late filing fee was $10.
3) The late filing fee was increased to $20 forreturns 60 or more days late by1985
Wis ., Act 29, effective for franchise or income tax returns with an original or ex-
tended due date.on or after •July 20, 1985 . 4) The late filing fee was increased to
$30 by 1991 Wis . Act 269, effec ti vefor as sessments; determinations or other ac
tions taken on or after May 1, 1992 .
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(4) CONSOLIDATED RETURNS . Because Wisconsin does not
permit the filing of consolidated returns, a copy of the automatic
federal extension, form 7004, shallbe attached to the Wisconsin
franchise or income tax return of each member of an affiliated
group filing a Wisconsin-tax retuxn.

Note: Section Tax 2.96 interprets ss. 71 .24 (7) and 71 .44 (3), Stat s
History: Cr, Register; February,1978, No 266, eff, 3-1-78 ; am . (1), (2) (a) and

(c), (3) (a) and (c), (4) and (5), Register, September, 1983, Na, 333, eff. 10-1-83 ;
am. (1), (2) (a) and (b), (4) and,(5), r . (2) (c), renum. (2) (d) to be (2) (c), Register,

'February, 1990, No, 410, eff 3-1-90 ; r, and recr: Register, December, 1995, No.,
480, eff. 1-1=96 .

Tax 2.97 Earned income credit eligibility. (1) GEN-
ERAL. Under s.. 71 .07 (9e) (ad), (ah), (ap) and (at), Stats ., certain
persons may claim an earned income credit based on the per-
son's earned income or federal adjusted gross income .

(2) DEFIIVITIONS. In this section:
(a) "Earned income" means :

1• . Wages, salaries, tips and other employe compensation..
2 . The amount of the pexson's net earnings from self-em-

ployment f'or the taxable year within the meaning of section
1402 (a) ofthe internal revenue code, but net earnings shall be
deteimined with regard to the deduction allowed to the person
under section 164 (f) of the internal revenue code :

(b) "Qualifying child" means, with respect to any person f'oI
an•y taxable year, an individual :

1 Who meets the relationship test described in sub . (5) (a) .•
2. Who, except as provided in sub.. (5) (a) 1, has the same

principal place of abode as the person for more than one-half of
the taxable yeai••

3•, . Who meets the agerequuements of sub . (5) (b) .
4 . Whom the person properly identifies under the require-

ments of sub ; (5) (c).
(3) PERSONS ELiGIBLE FOR THE CREDIT• (a) Except as pro-

vided in pars . (b), (c) and (d), aperson who has a qualifying child
for the taxable year may claim the earned income credit .

(b) A person may not claim the earned income credit for the
taxable year if the person is the qualifying child of another per-
`son foI that taxable:,yeaL.

Example : You and your daughter lived with your mother during the taxable
year. Both you and your mother meet all the requirements for the eatne&income

.credit for the taxable year ,
Your daughter is your qualifying child : Both you and your daughter are qualify-

ing children of your mother:

Y o u cannottake t h e eaaznedincome credit because you are yourmother's q u a l i f y -
i n g child

(c) If 2 or more persons would be treated as eligible for the
credit with respect to the same qualifying child fol :taxable years
beginning in the same calendar• year, only the person with the
highest federaladjusted gross income for the taxable year may
claim the earnedincome credit with respect to thequalifying
child .

Example : You and your 5-yeat-0ld son moved in with your mother in April .
You are not a qualifying child of yourmother Your son meets the conditions to be
a qualifying childforbothyou and yourmother; Your federal adjustedgross income
for the taxable vear was $7,000 and your mother's was $14 ..000. Since your moth-
er's federal adjusted gross income was higher, only your mother may'claim the
earned income credit with respect to your so n

(d) A person who claims the foreign earned income exclu-
sion under section 911 of the internal revenue code for the tax-
able yeal may not claim the earned income credit .

(4) EARNED INCOME COMPUTATION (a) The earned income
of a person shall be computed without Iegardto any marital
property laws .

(b) No amount received as a pension or annuity may be taken
into account in computing earned income ..

(c) No amountto which section 871 (a) of the internal reve-
nue codeapplies, relating to'income of nonlesidentalien indi-
viduals not connected with United States business, May be taken
into account in computing earned income .
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(5) "QUALIFYING CHILD" REQUIREMENTS (a) Relationship
test• 1 . An individual bears a relationship to the person if the
individual is any of' the following :

a . A son or daughter of the person, or a descendant of either .,
b . A stepson or stepdaughter of the person• ,
c.. An eligible foster child of the person .
2 . Subdivision 1 does not apply to any individual who is

married as of the end of the person's taxable year unless the per-
son is entitled to a deduction under• section 151 of' the internal
revenue code for that taxable year with respect to the individual
or would be so entitled but for paragraph (2) or (4) of section 152
(e) of the internal revenue code• .

3 . For purposes of subd . 1 ..0 ., an eligible foster• child is an
individual not described in subd . l .a or' b , who:

a . The person cares for as the person's own child .
b•. Has the same principal place of abode as the person for

the person's entue taxable year.
4 . A child who is legally adopted or who is placed with a per-

son by an authorized placement agency for adoption by the per-
son shall be treated as a child by blood .•

(b) Age requirements•. An individual meets the requirements
of' this paragraph if' the individual meets any of' the following
conditions :

1 .. Has not attained the age of' 19 as of the end of the calendar•
,year• in which the taxable year of the person begins

.2. Is a student as defined in section 151 (c) (4) of the internal
revenue code who has not attained the age of 24 as of the end of
the calendar year

3, Is permanently and totally disabled as defined in section
22 (e) (3) of the internal revenue code at any time during the tax-
able year.

(c) Identification requir•ements,. The requirements of this
paragraph are met if, as part of'the tax return on which the credit
is claimed :

1 .. The person provides the name and age of each qualifying
child ..

2. In the case of' a qualifying child who has attained the age
of one year before the end of the person's taxable year, the per-
son provides the taxpayer• identification number• of the qualify-
ing child ,

(d) Abode must be in the United States• . The requirements of
sub . (2) (b) 2 and par•, (a) 3•. b•. shall be met only if the principal
place of abode is in the United States .•

Note : The provisions of'this section are effective for taxable years beginning
on or after January 1, 1994, as a result of the enactmentof 1993 Wis . Act 16, which
created s . 71 ~ 07 (9e) (ad), (ah), (ap) and (at), Stats . Prior to the enactment of 1993
Wis.. Act 16, the Wisconsin earned income credit was based on a percentage of the
federal basic earned income credit.

Note: Section Tax 2.97 interprets s. 71 .07 (9e) (ad), (ah), (ap) and (at), Stats ..
History : Cr . Register, January, 1995, No. 469, eff., 2-1-95 .

Tax 2 .98 Disaster area losses . (1) (a) Hurricanes,
fues, storms, floods, and other similar' casualties may caus

e sons to suffe-r, losses from damage t,o pr'operty used in a trade o r,.
business or for income-producing purposes for which insurance
coverage is nominal or nonexistent. Losses sustained from casu-

alties of this kind may be deductible on a federal and a Wisconsin
income tax return .

(b) If a taxpayer sustains a casualty loss from a disaster in an
area subsequently determined by the president of' the United
States to warrant federal assistance, section 165 (h) of'the inter-
nal revenue code gives taxpayers the election to deduct the loss
on the return for the current tax year or on the return for the im-
mediately preceding tax year.

(2) (a) The Wisconsin income tax treatment is determined
under' the federal internal revenue code in effect under• s . 71 • .22
(4), Stats .., f'or' corporations and s .. 71 .01(6), Stats., for individu-
als.•

(b) If a corporation or an individual desires to make the elec-
tion after• having filed a Wisconsin income tax return for the pre-
ceding taxable year, the casualty loss may be claimed by filing
an amended Wisconsin return for that year . To simplify the filing
of an amended return, Wisconsin form 4X may be used by cor-
porations and Wisconsin form 1X may be used by individuals .

Note : For taxable years prior to 1987, the Wisconsin corporation tax law was
contained in ch . 71, Stats ., and was not referenced to the federal law in regard to
disaster losses . Therefore, the election provisions in the internal revenue code were
not available to corporations for Wisconsin franchise and income tax purposes for
those years. The amendment allowing disaster losses for corporations was enacted
by 1987 Wis .. Act 27.

Note: Section 71 02 (2) (d), 1983 Stats., which defines "Wisconsin taxable in-
come," was renumbered 71 02 (2) (me), 1985 Stats:, and amended by 1985 Wis .
Act 29, effective with 1986 individual income tax returns filedin taxable year 1987,
This amendmentis reflected in s. Tax 2.98 . Section 71 .02 (2) (me),1985 Stats ., was
again renumberrd, s. 71 :01(16), Stats„ by 1987 Wis . Act 312., For 1985 and prior
year income tax returns filed in 1986 and prior taxable years, disaster area losses
from damage to property used for personal purposes were also allowed, as an item-
ized deduction, using the provisions in sub . (1) (b) and the individual treatment in
sub. (2) (b) .

Note : As an example of Note 2) on March 23, 1976, the president of the United
States declared that22 Wisconsin counties warranted assistance by the federal gov-
ernment under the Disaster Relief Act of 1974. This resulted from the damage dm-
ing the severe rain and ice storm which occurred March 1 through 12, 1976 in the
following 22 counties :

Calumet Iowa Rock

Columbia Jefferson Sauk

Crawford LaFayette Sheboygan

Dane Manitowoc Vernon

Dodge Milwaukee Walworth

Fond du Lac Ozaukee Washington

Grant Richland Waukesha

Gree n

An individual who sustained a casualty loss from this disaster in any of these 22
counties, regardless of where that individual resided, could have elected to deduct
the loss on the individual's 1975 Wisconsin income tax return. The election had to
have been made on or before Apri115,1977 for calendar year taxpayers, assuming
the due date for filing the 1975 Wisconsin return was not extended beyond April
15, 1977 . If the election was not made, the loss was deductible on the taxpayer's
1976 retutn

Note : Tax 2.98 explains some federal provisions relating to disaster area losses
and how the Wisconsin law for individuals conforms to the federal law, however,
it does not explain all the details regarding casualty losses. Internal Revenue Ser-
vice Publication 549, entitled "Condemnations and Business Casualties and
Thefts," may be helpful in understanding such details as how to deduct a casualty
loss, what to do if the loss exceeds income, how to adjust the basis of property dam-
aged or replaced, how to report the amount received from insurance or other
sources, and related casualty loss problems ,

Note: Section Tax 2 .98 interprets ss . 71.01 (6) and 71 .22 (4), Stats ..
History : Cr. Register, April, 1978, No.. 268, eff. 5-1-78 ; r . (2), renum . (3) to be

(2) and am.. (2) (a) 1 .. and (b), Register, September, 1983, No. 333, eff. 10-1-83 ;
am.. (1) (a), r'. (2) (b), renum. (2) (a) 1 . and 2. to be (2) (a) and (b) and am., Register,
February, 1990, .No., 410, eff, 3-1-90.

Register, October, 1996, No. 490
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