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DEPARTMENT OF REVENUE 

I, Mark D. Bugher, Seeretary of the Department of Revenue and 
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I further eerti fy that th; s eopy has been eompared by me with the 
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in'-yjqeity/of ~~adison, this LlL day 
of ~"--L.L , 1991. 



ORDER OF THE DEPARTMENT OF REVENUE 
REPEALING, RENÜMBERING, AMENDING AND CREATING RULES 

The Wiseonsin Department of Reve,nue adopts an order to repeal Tax 2.40,1 
2.48(1 )(a), (b) and (e) and 2.94(1 )(a) and (3)(b); to re number Tax 2.94(1 )(e) 
and 3.095(1)(a), (b), (e), (d), (e), (fl, (g), (h), (i), (j), (L), (m) and 
(n), (2)(a), (b), (e), (d), (e), (f), (g), (h), (i), (j), (k), (L), (m), (n), 
(0), (p), (q), (r), (s), (tl, (ul, (v), (w), (x), (y), (z), (za) and (zb) and 
(4)(a), (b), (d) and (e); to renumber and amend Tax 2.94(1 )(b) and (3)(e) and 
3.095(1 )(k); to amend Tax 2.165(title), 2.48(title) and (l)(title) and 
(intro.), 2.94(title), (2) and (3)(title) and (a) and 3.095(title); to repeal 
and reereate Tax 2.48(2); and to ereate Tax 2.165(5), 2.48(3), (4) and (5) and 
3.095(l)(a), (b), (f), (g), (i), (q), (r) and (v), (2)(a), (d), (f), (g), (rn), 
(0), (p), (q), (r), (s), (t), (u), (W), (zh), (zq) and (zr) and (4)(b) and 
(e), relating to individual ineome and eorporation franehise or ineome taxes. 

Analysis by the Departrnent of Revenue 

Statutory authority: s. 71.80(1 )(e), Stats. 

Statutes interpreted: ss. 71.02(1 )(b) and (2)(h) and 71.10(3m) and (l6), 
1985 Stats., and ss. 71.05(1 )(a) and (6)(a)l and (b)1 and 71.25(5), (6) and 
(10)( e), Sta ts. 

SECTION 1. Tax 2.165(title), relating to ehange in taxable year, is 
amended to aeeount for the renumbering of s. 71.02(1 )(d) and (k), Stats., and 
to speeify that the 1985 statutes apply. See SECTION 2. 

SECTION 2. Tax 2.165(5) is ereated beeause of the amendment to ss. 
71.01 (12), 71.03(3)(a) (renumbered (3)) and (6)(a), 71.05(5), 71.22(10) and 
71.24(6)(d), Stats., the creation of s. 71 .06(2m), Stats., and the repeal of 
s. 71.03(3)(b), Stats., by 1989 \~iseonsin Aet 31 whieh federalized the 
definition of taxable year and the treatment of short taxable years. In 
addition, the federalization of the eorporate franehise or ineorne tax law made 
portions of Tax 2.165 obsolete. 

SECTION 3. Tax 2.40, relating to nonapportionable ineome, is repealed 
beeause subs. (2), (3), (3m) and (4) are obsolete and subs. (l) and (5) are a 
restatement of s. 71.25(6), Stats. . 

SECTION 4. Tax 2.48(title), relating to apportionrnent of interstate 
pipelines, is amended due to the renumbering of ch. 71, Stats., by 1987 
Wiseonsin Aet 312. Subseetion (1 )(intro.) is amended to remove obsolete 
language and improve readability. 

SECTION 5. Tax 2.48(1 )(a), (b) and (e) are repealed as the faetors are 
given in subs. (3), (4) and (5). 

SECTION 6. Tax 2.48(2) is repealed and reereated to expand the definition 
of eompensation as provided in s. 71.25(8)(b), (e) and (d), Stats. 
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SECTION 7. Tax 2.48(3) and (4) are created to provide more information 
regarding 2 apportionment factors described in s. 71.25(7) and (8). 
Subsection (5) is created to incorporate the definition of traffic unit 
former1y in repea1ed sub. (l )(b). 

SECTIONS 8 THROUGH 13. Tax 2.94, re1ating to tax she1tered annuities, is 
revised to conform to proper ru1e format; to de1ete obsolete language; to 
change statutory 1anguage to the renumbered statutes as affected by 1987 
Wisconsin Act 312; and to c1arify that a person must have been participating 
in or retired from the system as of December 31, 1963, in order to qua1ify for 
the exempt treatment of the norma1 retirement benefits. 

SECTImJ 14. Tax 3.095 (ti tl e), re1 ati ng to i nterest from muni ei pa1, s ta te 
and federal securities, is amended due to the renumbering of ch. 71, Stats., 
by 1987 Wisconsin Act 312. 

SECTIONS 15 THROUGH 54. Twenty-three securities are added to the list of 
securities, the interest of which is either taxable or exempt, reviewed by the 
Department of Revenue. Accordingly, various paragraphs are renumbered so that 
the securities may be listed in a1phabetical order. 

SECTIONS 55 THROUGH 58. The list of municipal or state securities, the 
interest of which is exempt for individua1 incorne tax purposes, are 
alphabetized and 2 securities are added as provided in s. 66.431(5)(a)4.c, 
Stats., and s. 71.05(6)(a)1, Stats., as amended by 1989 Wisconsin Act 46. 

SECTION 1. Tax 2.165(title} is amended to read: 

Tax 2.165(title} CHANGE IN TAXABLE YEAR. (ss. 71.02(1 }(b) and (2)(h) 

and 71.10(3m) and (l6), 1985 Stats.) 

SECTION 2. Tax 2.165(5} is created to read: 

Tax 2.165(5} APPLICABILITY. As aresult of 1989 Wisconsin Act 31 which 

general1y federalized Wisconsin's treatrnent of taxable years, this section 

does not apply to taxable years beginning on or after August 1, 1988. 

SECTION 3. Tax 2.40 is repealed. 

SECTION 4. Tax 2.48(tit1e} and (1 }(tit1e) and (intro.) are amended to 

read: 

Tax 2.48(tit1e) APPORTIONMENT OF NET BUSINESS INCOMES OF INTERSTATE 

PIPELINE COMPANIES. (s. 71.25(10)(c), Stats.) (l )(title) GENERAL. With 

respeet to the imposition of tRe Wisconsin ~Aeeme franchise or f~aAeR~se 

incorne tax eA-e~ measured by or on net incorne ef-tRe-ea~eAaa~-yea'-t989;-e, 
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eeppes~eRe4R§-f45ea~-yeap;-aRe-t~epeaftep;-t~e-a~~ept~eRaB~e, the income of a 

pipe1ine company operating within and without Wisconsin sha11 be apportioned 

to Wisconsin on the basis of the arithmetica1 average of the fel~ew4A§-6 

",aUesi- 3 factors in subs. (3), (4) and (5). 

SECTION 5. Tax 2.48(1 }(a), (b) and (c) are repealed. 

SECTION 6. Tax 2.48(2} is repea1ed and recreated to read: 

Tax 2.48(2} DEFINITIONS. In this section: (a) uCompensation" inc1udes: 

1. Wages, sa1aries, commissions and any other form of remuneration paid 

to emp10yes for personal services. 

2. The va1ue of board, rent, housing, 10dging and other benefits or 

services furnished to emp10yes by the taxpayer in return for personal 

services, provided that these amounts constitute income to the recipient under 

the federa1 interna1 revenue code for the year for which the payroll factor is 

computed. In the case of emp10yes not subject to the federal interna1 revenue 

code, such as citizens of foreign countries employed in foreign countries, the 

determination of whether the benefits or services constitute income to the 

emp10yes shal1 be made as though the employes are subject to the federa1 

interna1 revenue code. 

3. Deductib1e management or service fees paid, or management or service 

fees allocated by the department under s. 71.10(1}, 71.30(2} or 71.80(1 }(b), 

Stats., to a re1ated corporation, as defined in s. 267(f}(1} of the interna1 

revenue code, as consideration for the performance of personal services. The 

recipient of these fees may not inc1ude the compensation paid to its emp10yes 

with respect to the personal services in either the numerator or denominator 

of its payroll factor. 

(b) uTraffic unitU means the transportation for a distance of one mi1e 

of one barre1 of oi1, one gal10n of gasoline or one thousand cubic feet of 

natural or casinghead gas, or other appropriate measure of product. 
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SECTION 7. Tax 2.48(3}, (4) and (S) are created to read: 

Tax 2.48(3} PROPERTY FACTOR. (a) Numerator; denominator. The 

numerator of the property factor 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 income during the tax period. The denominator 

shall include average 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 transit on the date 

or dates for determining its average value, as described in par. (e), shall be 

considered to be at its destination, for purposes of computing the property 

factor. The value of mobile or movable property such as construction 

equipment, trucks or airplanes which is located within and without Wisconsin 

during the tax period shall be determined for purposes of the numerator of the 

factor on the basis of a ratio of time used, serviced or stored within 

Wisconsin to total time used, serviced or stored during the tax period. 

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. 

(b) Valuation. Property owned by the taxpayer is generally valued at 

its cost net of depreciation and write-offs as determined for Wisconsin 

franchise or income tax purposes. Any adjustments to net income which affect 

property, such as capitalizations of repairs, 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 any extraction to the 

extent that depletion has been allowed. Inventories shall be included in the 

factor in accordance with the valuation method used for Wisconsin franchise or 

income tax purposes. In any case in which the property factor is distorted by 
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reason of the taxpayer depreeiating property in Wiseonsin by a method 

different from that used to depreeiate property outside Wiseonsin, or in any 

ease in whieh the Wiseonsin net eost eannot be aseertained, the department 

shall authorize or direet some other method of determining the property 

fraetion that will produee an equitable result. 

(e) Leasehold improvements. Leasehold improvements shall, for purposes 

of the property factor, be treated as property owned by the taxpayer 

regardless of whether the taxpayer is entitled to remove the improvements or 

the improvements revert to the lessor upon expiration of the leaseo The 

original cost of leasehold improvements net of amortization shall be included 

in the factor. 

(d) Construction in progress. Property or equipment under construction 

during the tax period, except inventoriable goods in process, shall be 

excluded from the factor until the property is aetually used by the taxpayer 

in the regular course of its trade or business. If the property is partially 

used by the taxpayer in the regular course of its trade or business \'Ihile 

under eonstruction, the value of the property to the extent used shall be 

included in the property factor. 

(e) Averaging property values. As a general rule the lIaverage valuell of 

property shall be determined by averaging the value at the beginning and 

ending of the tax period, but the department of revenue may require or the 

taxpayer may utilize the averaging of monthly values during the tax period if 

monthly averaging is reasonably required to properly reflect the average value 

of the taxpayerls 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 acquired after the beginning of the tax 

period or disposed of before the end of the tax period. 
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(4) PAYROLL fACTOR. (a) Numerator; denominator. The numerator of the 

payroll factor shall include the total amount paid in Wisconsin during the tax 

period by the taxpayer for compensation in the production ,of apportionable 

income. The denominator shall include the total compensation paid everywhere 

during the tax period by the taxpayer in the production of apportionable 

income. 

(b) Compensation paid in Wisconsin. Except as provided in par. (e), 

compensation is paid in Wisconsin if one of the following applies: 

1. The individual IS service .is performed entirely within Wisconsin. 

Example: Corporation Ahas 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 employels service is performed entirely in Wisconsin. 

2. The individual IS service is performed within and without Wisconsin, 

but the service performed without Wisconsin is incidental to the individual IS 

service within Wisconsin. 

Example: Corporation B has its headquarters and a manufacturing plant in 
Wisconsin~ Corporation B also has a manufacturing plant located in Indiana. 
The manager of the v/isconsin manufacturing pl ant spends two weeks during the 
tax year at the manufacturing plant located in Indiana training the new plant 
manager. The compensation of the Wisconsin plant manager is included in the 
numerator of the payroll factor because the service performed in Indiana is 
incidental to the service performed in Wisconsin. 

3. A portian of the service is performed within Wisconsin and the base 

of operations of the individual is in Wisconsin. 

Example: Corporation 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 portian of the salespersonls service is performed 
in Wisconsin and the salespersonls base of operations is in Wisconsin, the 
compensation of the salesperson 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 IS service is 

directed or controlled is in Wisconsin. 
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Examä1e: Corporation D has its regional sa1es office in Wisconsin. An 
Iowa resi ent works out of her home as a sa1esperson for Corporation D and 
solicits sa1es in Iowa, I11inois and Wisconsin. The sa1esperson is directed 
from the regional sa1es office 10cated in Wisconsin. The compensation of the 
Iowa salesperson is inc1 uded in the numerator of the payroll factor' -sinee 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 contro11ed is in any state in which some part of the service is 

performed, but the individua1 IS residence is in Wisconsin. 

Example: Corporation E is headquartered in and has its sales offiee in 
Indiana and maintains inventory in Wiseonsin. A Wiseonsin resident 
sa1esperson sol1cits sa1es in t~iseonsin and Minnesota. The eompensation of 
the Wiseonsin salesperson is ine1uded in the numerator of the payroll faetor 
sinee a portion of the salespersonls service is performed in Wiseonsin, the 
sa1esperson is aresident of Wiseonsin, and the salesperson is direeted or 
eontrol1ed from Indiana but performs no serviees in Indiana. 

6. The individual is neither aresident of nor performs serviees in 
l 

Wiseonsin, but is direeted or eontrolled from an offiee in Wiseonsin and 

returns to Wiseonsin periodieal1y for business purposes and the state in whieh 

the individual resides does not have jurisdietion to impose ineome or 

franehise taxes on the employer. 

Example: Corporation F has its sales offiee in Wiseonsin. A salesperson 
resides in Nebraska and solieits sa1es in Nebraska and Kansas. Corporation F 
does not have nexus in Nebraska or Kansas. The salesperson returns to the 
Wiseonsin sales offiee for two weeks eaeh year for meetings and training. The 
eompensation of the Nebraska sa1esperson is ine1uded in the numerator of the 
payroll faetor sinee the sa1esperson is direeted from an offiee in Wiseonsin, 
returns to Wiseonsin periodieal1y for business purposes and Corporation F does 
not have nexus in Nebraska. 

(e) Management fee situs. The situs of management or service fees 

deseribed in sub. (2){a)3 is in Wiseonsin to the extent the related 

eorporationls emp10yes performing the serviees meet one of the requirements in 

par. (b). 

(d) Serviees. An individua1 shal1 be considered to b~ performing a 

service in Wiseonsin during the year if the individua1 performs serviees for 
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at least 5 days during the year. The compensation of any one employe may not 

be split between two or more states during the year; however, this does not 

apply if the employe is transferred or changes positions during the year. 

(e) Excluded compensation. Compensation related to the operation, 

maintenance, protection or supervision of real or tangible and intangible 

personal property used in the production of nonapportionable income, and 

amounts paid to retired employes shall be exeluded 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 eontractor or 

any other person not properly elassifiable as an employe are also exeluded. 

(f) Elimination of faetor. In any ease in which the company has no 

employes nor pays management or service fees to a related eorporation, or in 

whieh the department determines that employes are not a substantial income 

produeing factor, the department mayorder or permit the elimination of the 

payroll faetor and the use of the arithmetieal average of the other 2 faetors 

to arrive at the Wiseonsin apportionment percentage. 

(5) TRAFFIC UN IT FACTOR. The numerator shall be the total number of 

traffic units ;n Wiseons;n during the tax period. The denom;nator shall be 

the total number of traffie units everywhere during the tax period. 

SECTION 8. Tax 2.94(title) is amended to read: 

Tax 2.94(title) TAX-SHELTERED ANNUITIES. (s. 71.05(1 )(a), Stats.) 

SECTION 9. Tax 2.94(1)(a) ;s repealed. 

SECTION 10. Tax 2.94(1 )(b) and (e) are renumbered Tax 2.94(1 )(a) and (b) 

and Tax 2.94(1)(a) as renumbered is amended to read: 

Tax 2.94(1 )(a) W~eR Payments for a tax~sheltered annuity 4s purehased 

for an employe by a public sehool system or by an exempt edueational, 

eharitable or religious organization, t~e-ee~954t-ysee-t9-ae~Y4~e-t~45-aRRY4ty 

maY-Be-e*s+Yeee whieh are exeludable from the employe's gross ineome in the 
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year of payment under section 403(b} of the internal revenue cOde, are also 

excludable in the year of payment for Wisconsin income tax purposes. 

Aeeel'la:i-A§+J';-s:i-Aee-daAl:fal'lJ'-l-;-l-998;-WReA-W:f.SeeAs:i-A-aae~tea-tRe-:i-Ate"'Aa+ 

l'IeyeAl:fe-eeae-a5-t~e-9aS:f.s-fel'l-ee~~l:ft:f.A§-W:f.SeeAS:f.A-ta*a9+e-:i-Aee~e;-t~ese 

~a.)'~eAts-a+se-~aye-geeA-e*e+l:faea-fl'le~-e~~l-eJ'es!-ta*a9+e-:i-Aee~e-fel'l-W:f.SeeAS:f.A 

:i-Aee~e-ta*-~I:fI'l~eseS~--PI'I:f.el'l-te-t~at-eate;-sl:fe~-~ay~eAt5-Wel'le-ta*a9+e-fel'l 

W:f.SeeAs:i-A-~Aee~e-ta*-~I:fI'l~eses~ 

Note to Revisor: Insert the following note after sub. (l}(a): 

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 \~isconsin income tax purposes. 

SECTION 11. Tax 2.94(2) and (3}(tit1e) and (a) are amended to read: 

Tax 2.94 (2)( ti tl e} tHLWAUKEE CITY AND COUNTY EMPLOYE AND STATE TEACHERS 

RETIREMENT SYSTEMS. Norma1 retirement benefits received from systems 

enumerated in s. 7+~Q6tgttat 71.05(1 }(a), Stats., are exempt as provided by 

that section. The exemption is limited to payments from the accounts of those 

persons who were members 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 annuity deposits described in sub. (1) 

administered by Sl:feR these systems do not qua1ify for the exclusion from 

\~isconsin taxable income provided by tRat-statl:lte s. 71.05(1 }(a), Stats. 

Tax~sheltered annuity benefits shall be tl'leatea-tAe-sa~e inc1uded in gross 

income for Wisconsin income tax purposes as they are for federa1 income tax 

purpoSeSt-t~at-:f.S;-t~eJ'-SRa++-ge-:i-Ae+l:feea-:f.A-§l'IeSS-:f.Aee~e, except as provided 

in sub. (3). 

(3}(title) STATE TEACHERS RETIREMENT SYSTEt4. (a) Tax-she1tered annuity 

benefits received by retired teachers on and after January 1, 1 974L shall be' 

included in taxable income. No subtraction modification from federa1 adjusted 

gross income s~a++ may be allowed, except as provided in par. fet Cb}. 
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SECTION 12. Tax 2.94(3)(b) is repea1ed. 

SECTION 13. Tax 2.94(3)(c) is renumbered Tax 2.94(3)(b) and amended to 

read: 

Tax 2.94(3)(b) If a school system purchased a tax~sheltered annuity for 

an employe prior to January 1, 1965, and the employe paid a Wisconsin incarne 

tax on the tax~sheltered annuity deposit which was used to pqy the 1964 

annuity premium, a subtraction modification under s. 7+TQ~f+if9i4 

71 .05(6)(b)3, Stats., shal1 be al10wed for the tax~sheltered annuity benefits 

received on or after January 1, 1974L which are included in federal adjusted 

gross incarne and upon which the employe previously paid a Wisconsin incarne 

tax. The al10wable subtraction rnodification is the amount of deposit on which 

the Wisconsin tax was previously paid less that portion, if any, of the 

tax~sheltered annuity benefits excludable from Wisconsin taxab1e incorne 

because of receipt prior to January 1, 1974;-as-~++yst~ate~-4R-tAe-fe++ew4R§ 

e*a~~+es-wR4eR-aSSy~e-tRat-tAe-ta*~aye~-f4+es-4t5-ta*-~etY~R-eR-a-ea+eA~aF 

Note to Revisor: The exarnp1es following sub. (3)(b) as renurnbered shou1d 
be replaced with the following: 

Exarnp1es: In each exarnp1e below, assume the ernp10ye is a taxpayer who 
fi1es tax returns on a ca1endar year basis. 

1) An ernploye made a deposit of $200 for the purchase of a tax-sheltered 
annuity in 1964, and this amount was inc1uded in Wisconsin taxab1e incorne. 
When the ernploye retires after Decernber 31, 1973, a subtraction rnodification 
under s. 71.05(6)(b)3, Stats., is permitted for the first $200 of 
tax-sheltered annuity benefits received. All subsequent benefits are taxab1e 
with no subtraction rnodification allowed. 

2) An ernploye made a deposit of $300 for the purchase of a tax-she1tered 
annuity in 1964, and this amount was included in Wisconsin taxab1e incorne. 
The employe retired prior to January 1, 1974, and $120 of the benefits 
received were not included in Wisconsin taxable incorne. A subtraction 
modification under S. 71.05(6)(b)3, Stats., is permitted for the next $180 
($300 - $120) received after December 31, 1973. All subsequent benefits are 
taxable with no subtraction rnodification allowed. 

3) An ernploye made a deposit of $160 for the purchase of a tax-sheltered 
annuity in 1964, and this amount was included in Wisconsin taxable incorne. 
The ernploye retired prior to January 1, 1974, and treated $200 of the benefits 
as nontaxable for Wisconsin incorne tax purposes. All the benefits received 
after Decernber 31, 1973, are taxable with no subtraction rnodification allowed. 
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SECTION 14. Tax 3.095(tit1e) is amended to read: 

Tax 3.095(tit1e) INCOME TAX STATUS OF INTEREST AND DIVIDENDS FROM 

MUNICIPAL, STATE AND FEDERAL OBLIGATIONS RECEIVED BY INDIVIDUALS ANIT 

FIDUCIARIES. (s. 71.05(6)(a)1 and (b)1, Stats.) 

SECTI ON 15. Tax 3.095 (1 )( a) i s renumbered Tax 3.095 (1 )( c ) • 

SECTION 16. Tax 3.095(1 )(a) is created to read: 

Tax 3.095(1 )(a) Asian Deve10pment Bank bonds, 22 U.S.C. § 290i-9. 

SECTION 17. Tax 3.095(1 )(b) is renumbered Tax 3.095(1)(d). 

SECTION 18. Tax 3.095(1 )(b) is created to read: 

Tax 3.095(1 )(b) Co11ege Construction Loan Insurance Association 

ob1igations, 20 U.S.C. § 1132. 

SECTION 19. Tax 3.095(1 )(c), (d), (e) and (f) are renumbered Tax 

3.095(1)(e), (h), (j) and (k). 

SECTION 20. Tax 3.095(1 )(f) is created to read: 

Tax 3.095(1 )(f) Federa1 Assets Financing Trust participation 

certificates, 12 U.S.C. § 1717(c). 

(n) • 

SECTION 21. Tax 3.095(1 )(g) is renumbered Tax 3.095(1 )(L). 

SECTION 22. Tax 3.095(1)(g) is created to read: 

Tax 3.095{1 )(g) Federa1 Financing Bank bonds, 12 U.S.C. § 2288. 

SECTION 23. Tax 3.095(1)(h) and (i) are renumbered Tax 3.095(1 )(m) and 

SECTION 24. Tax 3.095(1 )(i) is created to read: 

Tax 3.095(1 )(i) Federa1 Home loa n Mortgage Corporation ob1igations, 12 

U.S.C. § 1455. 

SECTION 25. Tax 3.095(1 )(j), (k), (L), (m) and (n) are renumbered Tax 

3.095(1 )(0), (p), (s),. (t) and (u) and Tax 3.095{1 )(p) as renumbered is 

amended to read: 
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Tax 3.095(1 )(p) International Bank for Reeonstruetion and Deve10pment 

bonds, a1so known as World Bank bonds, 22 U.S.C. § 286. 

SECTION 26. Tax 3.095(1 )(q), (r) and (v) are ereated to read: 

Tax 3.095(1 )(q) Rura1 Te1ephone debentures, 7 U.S.C. § 947(a). 

(r) Small Business Administration notes, 15 U.S.C. § 633. 

(v) World Bank bonds, a1so known as International Bank for 

Reeonstruetion and Deve10pment bonds, 22 U.S.C. § 286. 

SECTION 27. Tax 3.095(2)(a) is renumbered Tax 3.095(2)(b). 

SECTION 28. Tax 3.095(2)(a) is ereated to read: 

Tax 3.095(2)(a} Armed Services Housing Mortgage Insuranee debentures, 12 

U.S.C. § 1748b(f). 

SECTION 29. Tax 3.095(2}(b}, (e) and (d) are renumbered Tax 3.095(2}(c), 

(e) and (h). 

(j ) • 

SECTION 30. Tax 3.095(2}(d} is created to read: 

Tax 3.095(2){d} Commodity Credit Corporation bonds, 15 U.S.C. § 713a-5. 

SECTION 31. Tax 3.095(2}{e} and (f) are renumbered Tax 3.095(2}(i} and 

SECTION 32. Tax 3.095(2}(f} is ereated.to read: 

Tax 3.095(2}(f} Farm Credit System Finaneia1 Assistanee Corporation 

notes, bonds and debentures, 12 U.S.C. § 2278b-10(b}. 

SECTION 33. Tax 3.095{2}(g} is renumbered Tax 3.095(2)(k}. 

SECTION 34. Tax 3.095(2}(g} is ereated to read: 

Tax 3.095(2}{g) Federa1 Deposit Insuranee Corporation bonds, 12 U.S.C. § 

1825. 

SECTION 35. Tax 3.095(2}(h}, (i), (j), {kl, (L) and (m) are renumbered 

Tax 3.095(2)(L}, {n}, .(v), {x}, {y} and (z). 

SECTION 36. Tax 3.095{2}(m} is ereated to read: 
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Tax 3.095(2)(m) Federal Land Bank" Association bonds, notes and 

debentures, 12 U.S.C. § 2055. 

SECTION 37. Tax 3.095(2)(n) and (0) are renumbered Tax 3.095(Z)(za) and 

(zb). 

SECTION 38. Tax 3.095(2)(0) is created to read: 

Tax 3.095(2)(0) Federal Savings and Loan Insurance Corporation bonds, 12 

U.S.C. § 1725(e). 

SECTION 39. Tax 3.095(2)(p) is renumbered Tax 3.095(2)(zc). 

SECTION 40. Tax 3.095(2)(p) is created to read: 

Tax 3.095(2)(p) Financial Assistance Corporation bonds, notes and 

debentures, 12 U.S.C. § 2278b. 

SECTION 41. Tax 3.095(2)(q) is renumbered Tax 3.095(2)(zd). 

SECTION 42. Tax 3.095(2)(q) is created to read: 

Tax 3.095(2)(q) Financing Corporation obligations, 12 U.S.C. § 1441. 

SECTION 43. Tax 3.095(2){r) is renumbered Tax 3.095(2)(zf). 

SECTION 44. Tax 3.095(2)(r) is created to read: 

Tax 3.095(2)(r) General Insurance Fund debentures issued to acquire 

housing projeets, 12 U.S.C. § 1747g(g). 

SECTION 45. Tax 3.095(2){s) is renumbered Tax 3.095(2){ze). 

SECTION 46. Tax 3.095(2)(s) is created to read: 

Tax 3.095(2){s) General Insurance Fund debentures issued under the War 

Housing Insurance Law, 12 U.S.C. § 1739(d). 

SECTION 47. Tax 3.095(2){t) is renumbered Tax 3.095(2){zg). 

SECTION 48. Tax 3.095(2){t) is created to read: 

. Tax 3.095(2)(t) Guam bonds, 48 U.S.C. § 1423a. 

SECTION 49. Tax 3.095(2){u) is renumbered Tax 3.095(2){zi). 

SECTION 50. Tax 3.095(2){u) is created to read: 
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Tax 3.095(2)(u) Industrial Development bonds of East Samoa, 48 U.S.C. § 

1670. 

SECTION 51. Tax 3.095(2)(v) and (w) are renumbered Tax 3.095(2)(zj) and 

(zk) • 

SECTION 52. Tax 3.095(2)(w) is created to read: 

Tax 3.095(2)(w)Proprietary zero-coupon certificates, 31 U.S.C. § 3124. 

Example: Proprietary zero-coupon certificates include CATS, TIGRs, 
Cougars, ETRs, Lions, STARs, Zebras, etc. 

SECTION 53. Tax 3.095(2)(x), (y), (zl, (za) and (zb) are renumbered Tax 

3.095(2)(zL), (zm), (zn), (zo) and (zp).· 

SECTION 54. Tax 3.095(2)(zh), (zq) and (zr) are created to read: 

Tax 3.095(2)(zh) Puerto Rico l~ater Resource Authority Series B 

debentures, 48 U.S.C. § 745. 

(h ) • 

(zq) Virgin Islands general obligation bonds, 48 U.S.C. § 1574(b)(ii)(A). 

(zr) Virgin Islands Public Improvement bonds, 48 U.S.C. § l574(b)(i). 

SECTION 55. Tax 3.095(4)(a) and (b) are renumbered Tax 3.095(4)(d) and 

SECTION 56. Tax 3.095(4)(b) is created to read: 

Tax 3.095(4)(b) Higher education bonds issued by the state of Wisconsin, 

s. 71.05(6)(a)l, Stats. 

SECTION 57. Tax 3.095(4)(d) and (e) are renumbered Tax 3.095(4)(g) and 

(a) • 

SECTION 58. Tax 3.095(4)(e) is created to read: 

Tax 3.095(4)(e) Redevelopment authority bonds issued by municipalities 

located in Wisconsin, s. 66.43l(5)(a)4.c, Stats. 

Note to Revisor: The note at the end of s. Tax 3.095 should be revised 
to read: 

Note: 1) This section lists examples of interest and dividends payable 
on state, municipal and federal obligations which are taxable and tax exempt. 
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2} Section 71.05(6}(a}1, Stats. (1987-88), previously numbered 
71.05(1}(a}1, Stats. (1985-86), provides for the inclusion in Wisconsin income 
of natural person s and fiduciaries of any interest, less related expenses, 
received on state and municipal obligations. 

3} Section 71 .05(6}(b)1, Stats. (1987-88), previously numbered s. 
71.05(1 )(b)l, Stats. (1985-86), provides for the exclusion from Wisconsin 
income of natural persons and fiduciaries of any interest or dividend income 
which is by federal law exempt from taxation by Wisconsin. 

4) For periods prior to August 1,1987, interest accrued from District 
of Columbia Development Land Agency bonds, Export-Import Bank of the United 
States debentures, Farmer's Home Administration insured notes, Government 
National Mortgage Association bonds, Small Business Investment Company 
debentures and transit bonds of the Washington Metropolitan Area Transit 
Authority was notsubject to the Wisconsin incarne tax if payment of principal 
and interest on such obligations was guaranteed by the United States. As a 
result of the U.S. Supreme Court decision in the case of Rockford Life 
Insurance Company v. I11inois Department of Revenue et al., 96 [ Ed 2nd 152, 
the Department of Revenue does not consider these financial instruments to be 
direet and primary obligations of the United States so as to qualify for 
exemption from state incarne taxation. Therefore, by emergency rule effective 
August 1,1987, the Department of Revenue amended this rule to reverse its 
prior interpretation and to provide that interest which accrues on these 
financial instruments on or after August 1,1987, is subject to Wisconsin 
income tax. 

5) Subsection (4) provides that interest accrued on certain state, 
municipal and other local government securities issued on or before January 
28, 1987, is not subject to Wisconsin income tax. This is due to the fact 
that no modification is provided for in Wisconsin law that would add to 
federal adjusted gross incarne interest from these securities if the interest 
has been excluded from federal adjusted gross income by any reasan other than 
or in addition to section 103 of the Internal Revenue Code. 

6) 1987 Wisconsin Act 27 amended s. 71.05(1 )(a)l, Stats. (1985-86), to 
provide for the addition to federal adjusted gross income, of any interest not 
included in federal adjusted gross incarne which is not specifical1y exempted 
from state taxation. This change applies only to securities issued after 
January 28, 1987. Prior to this act, this addition onlyapplied to interest 
excluded from federal adjusted gross income solely by section 103 of the 
Internal Revenue Code. 

The rules contained in this order shall take effect on the first day of 
the month following publication as provided in s. 227.22(2)(intro.), Stats. 
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Final Regulatory Flexibility Analysis 

The proposed rule order does not have a significant economic impact on a 
substantial number of small businesses. 

CKLEG/645 

By: 
nw~~~~~-------------

Ml\R 1 5 1991 
Flevisof of StatutGs 

Bureau 
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State of Wisconsin • DEPARTMENT OF REVENUE 

125 SOUTH WEBSTER STREET • P.O. BOX 8933 • MADISON, WISCONSIN 53708 • 608-266-6466 • FAX 608-266-5718 

Tommy G. Thompson 
Governor 

March 7, 1991 

Gary L. Poul son 
Assistant Revisor 
2nd Floor 
119 Martin Luther King, Jr. Blvd. 
Madison, Wisconsin 53703 

Mark D. Bugher 
Secretary of Revenue 

Rcvi80r of maiutGB 
Bureau 

Re: Clearinghouse Rule 90-163 

Dear ~1r. Poul son: 

Enclosed are a certified copy and an extra copy of an Order of 
the Department of Revenue prornulgating rules relating to incarne and 
franehise tax. 

These rnaterials are filed with you pursuant to s. 227.20(1), 
Stats. 

MDB:MPW:ssa 
CKLEG/641 

Enelosure 

ee: Douglas J. LaFollette, Seeretary of State 
Prentiee Hall, Inc. 
Cornrneree Clearinghouse, Inc. 



State of Wisconsin • DEPARTMENT OF REVENUE 

125 SOUTH WEBSTER STREET • P.O. BOX 8933 • MADISON. WISCONSIN 53708 • 608·266-6466 • FAX 608·266-5718 

Tommy G. Thompson 
Govemor 

March 7, 1991 

Douglas LaFollette 
Secretary of State 
30 West Mifflin Street, 10th Floor 
Madison, Wisconsin 53703 

Dear Secretary LaFollette: 

Mark D. Bugher 
Secretary of Revenue 

Enclosed are a Certificate and an Order of the Department of 
Revenue adopting Clearinghouse Rule 90-163. 

These materials are filed with you pursuant to s. 227.20, Stats. 

MDB:MPW:ssa 
CKLEG/640 

Enclosure 

cc: Revisor of Statutes 

;inclrlY~ 
)W.f~···C 

Mark .' Bugh r 
Secretary 0 Revenue 

Rovisor of Sluiutes 
Bureau 


