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Wisconsin Act 27, section 3204 (47) (i), relating to a nonsubstantive revision of the income tax and franchise

tax laws.

The people of the state of Wisconsin, represented in sen-
ate and assembly, do enact as follows:

SECTION 1. 70.375(2) (b) and (2m) (b) of the stat-
utes are amended to read:

70.375 (2) (b) The secretary may promulgate any
rules necessary to implement the tax under ss. 70.37 to
70.39 and 70.395 (1). Inrespect to mines not in opera-
tion on November 28, 1981, s -H-(4Fm)- (8 20)
to-(22)+42)- 44 (46)+47)(49)-and(50)-applies ss.
71.10 (1), 71.30 (1), 71.74 (2), (3), (9), (11) and (15),
71.77,71.78, 71.80 (6), 71.83 (1) (a) 1 and 2 and (b) 2
and (2) (a) 3 and (b) 1 and 71.85 (2) apply to the
administration of this section.

(2m) (b) In respect to mines in operation .on
November 28, 1981, s-H-HA(Fm);(8)-and-(20)te

ies 8s. 71.10 (1), 71.30 (1), 71.74 (2), (3), (D),
9) and (11), 71.76 and 71.77 (1) to (8) apply to the
administration of this section to January 1, 1991.

SECTION 2. Chapter 71 of the statutes, as affected
by 1987 Wisconsin Acts 27, 92 and 119, is repealed
and recreated to read:

CHAPTER 71
INCOME AND FRANCHISE TAXES
FOR STATE AND LOCAL REVENUES
SUBCHAPTER 1
TAXATION OF INDIVIDUALS
AND FIDUCIARIES

71.01 Definitions. In this chapter in regard to natu-
ral persons and fiduciaries, except fiduciaries of
nuclear decommissioning trust or reserve funds:

(1) ““Adjusted gross income”, when not preceded
by the word “federal”, means Wisconsin adjusted
gross income, unless otherwise defined or the context
plainly requires otherwise.

(2) “Entertainer” means a nonresident natural per-
son who, for consideration, furnishes amusement,
entertainment or public speaking services, or performs
in one or more sporting events in this state and
includes both employes and independent contractors.

(3) “Federal net operating loss” of persons other
than corporations means net operating loss as deter-
mined by the taxpayer under the internal revenue
code, or if redetermined by the department. as deter-
mined by the department under such code or as may
be determined on final appeal therefrom.

(4) “Federal taxable income” and “‘federal adjusted
gross income” of natural persons and fiduciaries mean
taxable income or adjusted gross income as deter-
mined under the internal revenue code or, if redeter-
mined by the department, as determined by the
department under the internal revenue code or as may
be determined on final appeal therefrom.

(5) “Fiduciary”, “income” and “person’” and all
other terms not otherwise defined, have the same
meaning as in the internal revenue code unless other-
wise defined or the context requires otherwise.

(6) For taxable year 1987 and subsequent years, for
natural persons and fiduciaries, except fiduciaries of
nuclear decommissioning trust or reserve funds,
“internal revenue code” means the federal internal
revenue code as amended to December 31, 1986, as it
applies to taxable year 1987 and subsequent years.
Amendments to the internal revenue code enacted
after December 31, 1986, do not apply to this subsec-
tion with respect to taxable year 1987 and thereafter.

~ (7) Notwithstanding sub. (6), for natural persons,
fiduciaries, trusts and estates, at the taxpayer’s option,
“internal revenue code”, for taxable year 1986 and
subsequent taxable years, includes any revisions to the
federal internal revenue code adopted after January 1,
1986, that relate to the taxation of income derived
from any source as a direct consequence of participa-
tion in the milk production termination program cre-
ated by section 101 of P.L. 99-198.

(8) “Married person” or “spouse’ means a person
determined under section 7703 (a) of the internal reve-
nue code to be married, unless the context requires
otherwise. A decree of divorce, annulment or legal
separation terminates the marriage and the applica-
tion of ch. 766 to property of the spouses after the date
of the decree, unless the decree provides otherwise.

(9) “Person” includes natural persons and fiduci-
aries, unless the context requires otherwise.

(10) “Small business stock’ means an equity secur-
ity that the taxpayer has held for at least 5 years and
that is issued by a corporation that, on the December
31 before acquisition by the taxpayer, or, for a corpo-
ration which was incorporated during the calendar
year in which the stock is issued, as of the date of the
acquisition of the stock, fulfills all of the following
requirements and so certifies to the taxpayer upon
acquisitions:

(a) Has at least 50% of its property and at least
50% of'its payroli, both as computed unders. 71.25, in
this state.

(b) Has no more than 200 employes covered by
Wisconsin  unemployment insurance, including
employes of any corporation that owns more than
50% of the stock of the issuing corporation.

(c) Derives no more than 25% of its gross receipts
from rents, interest, dividends and sales of intangible
investment assets combined unless the corporation
derives less than $3,000 of that income and has not
been incorporated for more than 2 calendar years.

(d) Has not issued stock that is listed on the New
York stock exchange, the American stock exchange or
the national association of securities dealers auto-
mated quotation system.

(e) Has not liquidated its assets in whole or in part
for tax purposes only in order to fulfill the require-
ments under this subsection and then reorganized.
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(11) ““Taxable income” when not preceded by the
word “federal” means Wisconsin taxable income
unless otherwise defined or the context plainly
requires otherwise.

(12) “Taxable year” means the taxable year upon
the basis of which the taxable income of the taxpayer
is computed under the internal revenue code. Refer-
ences to a particular taxable year include the taxable
year coinciding with the calendar year named and all
other taxable years ending on or after July 1 in such
calendar year or on or before June 30 following such
calendar year.

(13) “Wisconsin adjusted gross income” means fed-
eral adjusted gross income, with the modifications
prescribed in s. 71.05 (6) to (12), (19) and (20).

(14) “Wisconsin net operating loss” of persons
other than corporations means “federal net operating
loss” adjusted as prescribed in s. 71.05 (6) to (12), (19),
(20) and (21), except that no deductions allowable on
schedule A for federal income tax purposes are
allowable.

(15) ““Wisconsin taxable income” of estates and
trusts means federal taxable income with the modifi-
cations prescribed in s. 71.05 (6) to (12), (19) and (20).

(16) “Wisconsin taxable income” of natural per-
sons means Wisconsin adjusted gross income less the
Wisconsin standard deduction, with losses, deprecia-
tion, recapture of benefits, offsets, depletion, deduc-
tions, penalties, expenses and other negative income
items determined according to the manner that
income is or would be allocated.

71.02 Imposition of tax. For the purpose of raising
revenue for the state and the counties, cities, villages
and towns, there shall be assessed, levied, collected
and paid a tax on all net incomes of individuals and
fiduciaries, except fiduciaries of nuclear decommis-
sioning trust or reserve funds subject to the tax under
s. 71.23 (2), by every natural person residing within
the state or by his or her personal representative in
case of death, and trusts administered within the state;
by every nonresident natural person and trust of this
state, upon such income as is derived from property
located or business transacted within the state, and
also by every nonresident natural person upon such
income as is derived from the performance of personal
services within the state, except as exempted under s.
71.05 (1) to (3). Every natural person domiciled in the
state shall be deemed to be residing within the state for
the purposes of determining liability for income taxes
and surtaxes. In determining whether or not an indi-
vidual resides within this state for purposes of this sec-
tion contributions made to charitable organizations in
this state are not relevant. This section shall not be
construed to prevent or affect the correction of errors
or omissions in the assessments of income for former
years under s. 71.74 (1) and (2).

71.03 Filing returns. (1) DEeriNiTION. In this sec-
tion, “gross income” means all income, from whatever
source derived and in whatever form realized, whether
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in money, property or services, which is not exempt
from Wisconsin income taxes. “Gross income”
includes, but is not limited to, the following items:
compensation for services, including salaries, wages
and fees, commissions and similar items; gross income
derived from business; gains derived from dealings in
property; interest; rents; royalties; dividends; alimony
and separate maintenance payments; annuities;
income from life insurance and endowment contracts;
pensions; income from discharge of indebtedness; dis-
tributive shares of partnership gross income; income
in respect of a decedent; and income from an interest
in an estate or trust. “Gross income” from a business
or farm consists of the total gross receipts without
reduction for cost of goods sold, expenses or any other
amounts. The gross rental amounts received from
rental properties are included in gross income without
reduction for expenses or any other amounts. “Gross
income” from the sale of securities, property or other
assets consists of the gross selling price without reduc-
tion for the cost of the assets, expenses of sale or any
other amounts. “Gross income” from an annuity,
retirement plan or profit sharing plan consists of the
gross amount received without reduction for the
employe’s contribution to the annuity or plan.

(2) PERSONS REQUIRED TO FILE, OTHER REQUIRE-
MENTS. The following shall report in accordance with
this section:

(a) Natural persons. Except as provided in sub. (6)
(b):

1. Every natural person domiciled in this state dur-
ing the entire taxable year having gross income of
$5,200 or more if under 65 years of age, or $5,700 or
more if 65 years of age or over, and every married per-
son who files jointly and is domiciled in this state dur-
ing the entire taxable year having gross income during
the year when the joint gross income of the married
person and his or her spouse is $7,200 or more if both
are under 65 years of age; $7,700 or more if one spouse
is under 65 years of age and the other spouse is 65
years of age or over; or $8,200 or more if both are 65
years of age or over; and every married person who
files separately and is domiciled in this state during the
entire taxable year and has gross income of $3,420 or
more. The department of revenue shall annually
adjust the dollar amounts of the filing requirements so
as to reflect changes in the standard deduction, the
rates under s. 71.06 or the exemption under s. 71.07 (8)
(a).

2. Every nonresident person and every person who
changes domicile into or out of this state during the
taxable year shall file a return if the person is unmar-
ried and has gross income of $2,000 or more, or if the
person is married and the combined gross income of
the person and his or her spouse is $2,000 or more.

3. Every natural person for whom a deduction from
tax under s. 71.07 (8) (b) is allowable to another tax-
payer for the taxable year shall file a return if that nat-
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ural person has gross income, not including earned
income, of $1,000 or more.

(b) Deceased person. The executor, administrator
or other person charged with the property of a dece-
dent shall file a return of such individual required
under this section.

(¢) Person to make return for individual unable to
file. The guardian, custodian or other person charged
with the care of the person or property of an individ-
ual who is unable to make a return required under this
section shall file a return for such individual.

(d) Husband and wife joint filing. 1. Except as pro-
vided in subds. 2 and 3 and par. (e), a husband and a
wife may file a joint return for income tax purposes
even though one of the spouses has no gross income or
no deductions.

2. No joint return may be filed if either the husband
or wife at any time during the taxable year is a nonres-
ident alien, unless an election is in effect for the tax-
able year under section 6013 (g) or (h) of the internal
revenue code.

3. No joint return may be filed if the husband and
wife have different taxable years, except that if their
taxable years begin on the same day and end on differ-
ent days because of the death of either or both the
joint return may be filed with respect to the taxable
year of each unless the surviving spouse remarries
before the close of his or her taxable year or unless the
taxable year of either spouse is a fractional part of a
year under section 443 (a) (1) of the internal revenue
code.

(e) Death of a spouse; joint returns. For the taxable
year in which the death of one spouse or both spouses
occurs:

1. A joint return may be filed and shall be signed by
both the decedent’s personal representative and the
surviving spouse, if any, if a personal representative is
appointed before the last day prescribed by law,
including extensions, for filing the return of the sur-
viving spouse.

2. A joint return may be filed by the surviving
spouse with respect to both that spouse and the dece-
dent if no return for the taxable year has been filed by
the decedent and no personal representative is
appointed at the time the joint return is filed or before
the last day prescribed by law, including extensions,
for filing the return of the surviving spouse.

3. If a personal representative of the decedent is
appointed after the filing of the joint return by the sur-
viving spouse, the personal representative may disaf-
firm the joint return by filing, within one year after the
last day prescribed by law for filing the return of the
surviving spouse, a separate return for the taxable
year of the decedent with respect to which the joint
return was filed. If the joint return is disaffirmed, the
return filed by the survivor is the survivor’s separate
return and the tax on the return shall be determined by
excluding all items properly includable in the return of
the decedent spouse.

(f) Election by a spouse. The election under par. (d)
may be made by a spouse if the requirements of sec-
tion 6013 (f) of the internal revenue code are met.

(g) Joint return following separate return. Except as
provided in par. (i), if an individual has filed a sepa-
rate return for a taxable year for which a joint return
could have been filed by the individual and the indi-
vidual’s spouse under par. (d) or (e) and the time pre-
scribed by law for timely filing the return for that
taxable year has expired, the individual and the indi-
vidual’s spouse may file a joint return for that taxable
year. A joint return filed by the husband and wife
under this paragraph is their return for that taxable
year, and all payments, credits, refunds or other
repayments made or allowed with respect to the sepa-
rate return of each spouse for that taxable year shall
be taken into account in determining the extent to
which the tax based upon the joint return has been
paid. If a joint return is filed under this paragraph,
any election, other than the election to file a separate
return, made by either spouse in that spouse’s separate
return for that taxable year with respect to the treat-
ment of any income, deduction or credit of that spouse
may not be changed in the filing of the joint return if
that election would have been irrevocable if the joint
return had not been filed.

(h) Death of a spouse after separate return. In the
taxable year in which the death of one or both spouses
occurs, a joint return may be filed by the decedent’s
personal representative and the surviving spouse, if
any, under this paragraph if one or both spouses filed
a separate return for a taxable year for which a joint
return could have been filed. If any condition under
par. (i) occurs before a personal representative is
appointed, a joint return may not be filed under this
paragraph.

(i) Election precluded. The election under par. (g)
or (h) may not be made if any of the following condi-
tions applies:

1. The amount shown as tax upon that joint return
is not paid in full at or before the time the joint return
is filed.

2. Four or more years from the last date prescribed
by law for filing the return for that taxable year have
elapsed, determined without regard to any extension
of time granted to either spouse.

3. There has been mailed to either spouse, with
respect to that taxable year, a notice of adjustment
under ss. 71.74 to 71.77 and the spouse, as to that
notice, files a petition for redetermination under
subch. XIV.

4. Either spouse has commenced a suit in any court
for the recovery of any part of the tax for that taxable
year.

S. Either spouse has entered into a closing agree-
ment with respect to that taxable year or if any civil or
criminal case arising against either spouse with respect
to that taxable year has been compromised.
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() Joint return assumed. For purposes of subchs.
XII and XIII, a joint return is deemed to have been
filed under this section if any of the following condi-
tions applies:

1. Both spouses filed separate returns before filing
the joint return, on the date when the last separate
return was filed, but not earlier than the last date pre-
scribed by law for filing the return of either spouse.

2. Only one spouse filed a separate return before
filing the joint return and the other spouse had less
than $3,420 of gross income for that taxable year, on
the date of the filing of that separate return, but not
earlier than the last date prescribed by law for the fil-
ing of that separate return.

3. Only one spouse filed a separate return before
filing the joint return and the other spouse had $3,420
or more of gross income for that taxable year, on the
date the joint return was filed.

(k) Filing date assumed. For purposes of s. 71.75, a
joint return filed under this section is deemed to be
filed on the last date prescribed by law for filing the
return for that taxable year, determined without
regard to any extension of time granted to either
spouse.

(L) Limits extended. If a joint return is filed under
this section, the periods of limitations under ss. 71.74
to 71.77 and subch. XV on the making of assessments
and the beginning of levy or of a proceeding in court
for collection shall, with respect to the return, be
extended to the extent necessary to include one year
immediately after the date of the filing of the joint
return, computed without regard to par. (j).

(m) Separate return following joint return. 1.
Except as provided in subds. 3 and 5, for a taxable
year for which a joint return has been filed, separate
returns may be filed by the spouses on or before the
last date prescribed by law for timely filing the return
of either has elapsed.

2. If a husband and wife change from a joint return
to separate returns within the time prescribed in subd.
1, the tax paid on the joint return shall be allocated
between them in proportion to the tax liability shown
on each separate return.

3. In the taxable year in which the death of one or
both spouses occurs, a separate return may be filed
under this paragraph within the time prescribed in
subd. 1, or as provided for a personal representative
under par. (e) if a joint return has been filed under par.
(e) by the surviving spouse or by the decedent’s per-
sonal representative and the surviving spouse. If a
separate return is filed by the surviving spouse or by
the decedent’s personal representative under this par-
agraph, the joint return previously filed shall be the
separate return of the surviving spouse or the decedent
for whom the separate return was not filed, unless
both the surviving spouse and the decedent’s personal
representative file a separate return under this para-
graph. The tax on the separate return of the surviving
spouse shall be determined by excluding all items
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properly includable in the separate return of the dece-
dent, and the tax on the separate return of the dece-
dent shall be determined by excluding all items
properly includable in the return of the surviving
spouse.

4. The time allowed the personal representative to
disaffirm the joint return by the filing of a separate
return does not establish a new due date for the return
of the deceased spouse, and sub. (8) and ss. 71.91 and
71.92 apply to that return.

5. A separate return may not be filed unless the
amount shown upon that separate return is paid in full
on or before the date when the separate return is filed.

(3) FRACTIONAL PART OF YEAR. (a) Where a natural
person or fiduciary files a federal income tax return
for a fractional part of the year or where a Wisconsin
income tax return for a fractional part of the year is
necessary in making transition to reporting on the
basis of income reported for federal tax purposes, the
person shall file a Wisconsin income tax return for
such fractional year, and such fractional year shall
constitute an income year.

(b) The Wisconsin taxable income, in case of
reporting income for a fractional part of a year under
par. (a), shall be placed on an annual basis by multi-
plying the amount thereof by 12 and dividing by the
number of months included in the period for which
the return is made. The tax payable shall be such pro-
portion of the tax computed on such annual basis,
after deduction of personal exemptions, as the number
of months in such short period is to 12. If the person’s
personal exemption status changed during the short
period, such status shall be determined as of the end of
such short period.

(4) ELECTION TO HAVE DEPARTMENT COMPUTE TAX.
(a) Natural persons whose total income is not in
excess of $10,000 and consists entirely of wages sub-
ject to withholding for Wisconsin tax purposes and
not more than $200 total of dividends, interest and
other wages not subject to Wisconsin withholding,
and who have elected the Wisconsin standard deduc-
tion and have not claimed either the credit for home-

~stead property tax relief or deductions for expenses

incurred in earning such income, shall, at their elec-
tion, not be required to record on their income tax
returns the amount of the tax imposed on their Wis-
consin taxable income. Married persons shall be per-
mitted this election only if the joint income of the
husband and wife does not exceed $10,000, if both
report their incomes on the same joint income tax
return form, and if both make this election.

(b) The tax on income reported by persons making
the election under par. (a) shall be computed by the
department of revenue. After applying all known
applicable credits, the department shall notify the tax-
payer by mail of the amount of taxes due or the
amount of taxes to be refunded.

(5) Cory OF FEDERAL RETURN. To the extent neces-
sary for the administration of the tax imposed by this
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chapter, when required under rules prescribed or
orders issued by the department or upon the written
request of the department, natural persons and fiduci-
aries subject to this chapter shall file with the depart-
ment a true and complete copy of their federal income
tax return and any other return or statement filed
with, or made to, or any document received from, the
internal revenue service.

(6) TIME RETURN REQUIRED. (a) Reports required
under this section shall be made on or before April 15
following the close of a year referred to in sub. (2) (a)
(or when such person’s fiscal year is other than the cal-
endar year, then on or before the 15th day of the 4th
month following the close of such fiscal year) to the
department of revenue, in the manner and form pre-
scribed by the department of revenue, whether noti-
fied to do so or not. Such persons shall be subject to
the same penalties for failure to report as those who
receive notice. If the taxpayer is unable to make his or
her own return, the return shall be made by a duly
authorized agent or by the guardian or other person
charged with the care of the person or property of
such taxpayer.

(b) Nothing in this section precludes the depart-
ment of revenue from requiring any person other than
a corporation to file an income tax return when in the
judgment of the department a return should be filed.

(7) EXTENSION OF TIME TO FILE. In the case of
returns of natural persons and fiduciaries which
require a statement of amounts or information con-
tained or entered on a corresponding return under the
internal revenue code, such returns shall be filed
within the time fixed under said code for filing of the
corresponding federal return. Any extension of time
granted by law or by the internal revenue service for
the filing of such corresponding federal return shall
extend the time for filing under this chapter provided a
copy of any extension granted by the internal revenue
service is filed with the return under this chapter or at
such earlier date as the department by rule prescribes.
Extensions for periods of 30 days may also be granted
by the department in any case for cause satisfactory to
it and if, in the case of a joint return, a request for an
extension is signed by both spouses or authorized rep-
resentatives. Taxes payable upon the filing of the
return shall not become delinquent during the period
of an extension but shall be subject to interest at the
rate of 12% per year during such period.

(8) PAYMENT OF TAX. (a) All income and franchise
taxes shall be paid to the department of revenue, at its
office at Madison or at such other place the depart-
ment designates.

(b) The final payment of taxes on incomes of per-
sons other than corporations who file on a calendar
year basis shall be made on or before April 15 follow-
ing the close of the calendar year, except for persons
electing to have the department compute their tax
under sub. (4). If the return of a person other than a
corporation is made on the basis of a fiscal year, such

final payment shall be made on or before the 15th day
of the 4th month following the close of such fiscal
year, except for persons electing to have the depart-
ment compute their tax under sub. (4).

(c) If the taxpayer elects under sub. (4) (a) to have
the department compute the tax on his or her income
and the taxpayer files his or her return on or before the
date on which such return is required to be filed, the
amount of taxes due thereon, as stated in the notice
from the department under sub. (4) (b), shall become
delinquent if not paid on or before the due date stated
in the notice to the taxpayer. Such amounts of taxes
due shall not be subject to any interest, other than
extension interest, prior to the date of delinquency.
Taxes due on returns filed after the date on which
returns are required to be filed shall be deemed delin-
quent as of the due date of the return.

(d) The department of revenue shall accept in
advance income taxes and surtaxes from taxpayers
desirous of making such payments before the same
shall become due and payable. Advance payment of
taxes under this provision shall not relieve the tax-
payer from additional taxes which may result from
subsequent legislation or from additional taxable
income disclosed or discovered subsequent to such
payment.

(e) No person is required to pay a balance due of
less than $1.

71.04 Situs of income; allocation and apportionment.
(1) Sttus. (a) Allincome or loss of resident individu-
als and resident estates and trusts shall follow the resi-
dence of the individual, estate or trust. Income or loss
of nonresident individuals and nonresident estates
and trusts from business, not requiring apportion-
ment under sub. (4), (10) or (11), shall follow the situs
of the business from which derived. All items of
income, loss and deductions of nonresident individu-
als and nonresident estates and trusts derived from a
tax-option corporation not requiring apportionment
under sub. (9) shall follow the situs of the business of
the corporation from which dertved. Income or loss
of nonresident individuals and nonresident estates
and trusts derived from rentals and royalties from real
estate or tangible personal property, or from the oper-
ation of any farm, mine or quarry, or from the sale of
real property or tangible personal property shall fol-
low the situs of the property from which derived.
Income from personal services of nonresident individ-
uals, including income from professions, shall follow
the situs of the services. Income of nonresident indi-
viduals from the state lottery under ch. 565 is taxable
by this state. All other income or loss of nonresident
individuals and nonresident estates and trusts, includ-
ing income or loss derived from land contracts, mort-
gages, stocks, bonds and securities or from the sale of
similar intangible personal property, shall follow the
residence of such persons, except as provided in par.
(b) and sub. (9).
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(b) For purposes of determining the situs of income
under this section:

1. The situs of income derived by any taxpayer as
the beneficiary of the estate of a decedent or of a trust
estate shall be determined as if such income had been
received without the intervention of a fiduciary.

2. The situs of income received by a trustee, which
income, under the internal revenue code, is taxable to
the grantor of the trust or to any person other than the
trust, shall be determined as if such income had been
actually received directly by such grantor or such
other person, without the intervention of the trust.

3. The residence of an estate or trust shall be as
provided under s. 71.14.

(2) PART-YEAR RESIDENT LIABILITY DETERMINATION.
Liability to taxation for income which follows the resi-
dence of the recipient, in the case of persons other
than corporations, who move into or out of the state
within the year, shall be determined for such year on
the basis of the income received (or accrued, if on the
accrual basis) during the portion of the year that any
such person was a resident of Wisconsin. The net
income of such person assignable to the state for such
year shall be used in determining the income subject to
assessment under this chapter.

(3) PARTNERS. (a) Part-year residents, time of resi-
dence. Partners who are residents of this state for less
than a full taxable year shall compute taxes for that
year on their share of partnership income or loss
under this chapter on the part of the taxable year dur-
ing which they are residents in the following manner:

1. Assign an equal portion of each item of income,
loss or deduction to each day of the partnership’s tax-
able year.

2. Multiply each daily portion of those items of
income, loss or deduction by a fraction that represents
the partner’s portion, on that day, of the total partner-
ship interest.

3. Net the items of income, loss or deduction, after
the calculation under subd. 2, for all of the days dur-
ing which the partner was a resident of this state.

(b) Part-year residents, nonresidents. 1. General
partners who are residents of this state for less than a
full taxable year or who are nonresidents shall com-
pute taxes for that year on their share of partnership
income or loss under this chapter for the part of the
taxable year during which they are nonresidents by
recognizing their proportionate share of all items of
income, loss or deduction attributable to a business in,
services performed in, or rental of property in, this
state.

2. Limited partners who are precluded from man-
agement of the partnership and who may not act for
the partnership may not recognize any items of
income, loss or deduction of the partnership in com-
puting taxes on their share of partnership income or
loss under this chapter for the part of the taxable year
during which they are nonresidents of this state.
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(c) Disregarding agreements. In computing taxes
under this chapter a partner shall disregard all provi-
sions in partnership agreements that do any of the
following:

1. Characterize the consideration for payments to
the partner as services or the use of capital.

2. Allocate to the partner, as income from or gain
from sources outside this state, a greater proportion of
the partner’s distributive share of partnership income
or gain than the ratio of partnership income or gain
from sources outside this state to partnership income
or gain from all sources.

3. Allocate to a partner a greater proportion of a
partnership item of loss or deduction from sources in
this state than the partner’s proportionate share of
total partnership loss or deduction.

4. Determine a partner’s distributive share of an
item of partnership income, gain, loss or deduction for
federal income tax purposes if the principal purpose of
that determination is to avoid or evade the tax under
this chapter.

(4) NONRESIDENT ALLOCATION AND APPORTIONMENT
FORMULA. Nonresident individuals and nonresident
estates and trusts engaged in business within and with-
out the state shall be taxed only on such income as is
derived from business transacted and property located
within the state. The amount of such income attribut-
able to Wisconsin may be determined by an allocation
and separate accounting thereof, when the business of
such nonresident individual or nonresident estate or
trust within the state is not an integral part of a uni-
tary business, but the department of revenue may per-
mit an allocation and separate accounting in any case
in which it is satisfied that the use of such method will
properly reflect the income taxable by this state. In all
cases in which allocation and separate accounting is
not permissible, the determination shall be made in
the following manner: for all businesses except finan-
cial organizations and public utilities there shall first
be deducted from the total net income of the taxpayer
the part thereof (less related expenses, if any) that fol-
lows the situs of the property or the residence of the
recipient. The remaining net income shall be appor-
tioned to Wisconsin by use of an apportionment frac-
tion 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.

(5) PROPERTY FACTOR. For purposes of sub. (4):

(a) The property factor is a fraction, the numerator
of which is the average value of the taxpayer’s real and
tangible personal property owned or rented and used
in this state during the tax period and the denomina-
tor of which is the average value of all the taxpayer’s
real and tangible personal property owned or rented
and used during the tax period. Cash on hand or in
the bank, shares of stock, notes, bonds, accounts
receivable, or other evidence of indebtedness, special
privileges, franchises, goodwill, or property the
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income of which is not taxable or is separately allo-
cated, shall not be considered tangible property nor
included in the apportionment.

(b) Property used in the production of nonappor-
tionable income or losses shall be excluded from the
numerator and denominator of the property factor.
Property used in the production of both apportion-
able and nonapportionable income or losses shall be
partially excluded from the numerator and denomina-
tor of the property factor so as to exclude, as near as
possible, the portion of such property producing the
nonapportionable income or loss.

(c) Property owned by the taxpayer is valued at its
original cost. Property rented by the taxpayer is val-
ued at 8 times the net annual rental. Net annual rental
is the annual rental paid by the taxpayer less any
annual rental received by the taxpayer from sub-
rentals.

(d) The average value of property shall be deter-
mined by averaging the values at the beginning and
ending of the tax period but the secretary of revenue
may require the averaging of monthly values during
the tax period if reasonably required to reflect prop-
erly the average value of the taxpayer’s property.

(6) PAYROLL FACTOR. For purposes of sub. (4):

(a) The payroll factor is a fraction, the numerator
of which is the total amount paid in this state during
the tax period by the taxpayer for compensation, and
the denominator of which is the total compensation
paid everywhere during the tax period.

(b) Compensation is paid in this state if:

1. The individual’s service is performed entirely
within this state;

2. The individual’s service is performed within and
without this state, but the service performed without
this state is incidental to the individual’s service within
this state;

3. A portion of the service is performed within this
state and the base of operations of the individual is in
this state;

4. A portion of the service is performed within this
state and, if there is no base of operations, the place
from which the individual’s service is directed or con-
trolled is in this state;

5. A portion of the service is performed within this
state and neither the base of operations of the individ-
ual nor the place from which the service is directed or
controlled is in any state in which some part of the
service is performed, but the individual’s residence is
in this state; or

6. The individual is neither a resident of nor per-
forms services in this state but is directed or controlled
from an office in this state and returns to this state
periodically for business purposes and the state in
which the individual resides does not have jurisdiction
to impose income or franchise taxes on the employer.

(c) Compensation related to the operation, mainte-
nance, protection or supervision of property used in
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the production of both apportionable and nonappor-
tionable income or losses shall be partially excluded
from the numerator and denominator of the payroll
factor so as to exclude, as near as possible, the portion
of pay related to the operation, maintenance, protec-
tion and supervision of property used in the produc-
tion of nonapportionable income.

(d) Payments made to an independent contractor
or any person not properly classified as an employe
are excluded from the payroll factor.

(e) If the taxpayer has no employes or the depart-
ment determines that employes are not a substantial
income-producing factor, the department may order
or permit the elimination of the payroll factor and use
only the arithmetical average of the other 2 factors to
arrive at the Wisconsin apportionment percentage.

(7) Sares FACTOR. For purposes of sub. (4):

(a) The sales factor is a fraction, the numerator of
which is the total sales of the taxpayer in this state dur-
ing the tax period, and the denominator of which is
the total sales of the taxpayer everywhere during the
tax period. With respect to sales of tangible personal
property the numerator of the sales factor is the sales
of the taxpayer during the tax period under par. (b)
other than sales deemed to be in this state because the
taxpayer is not within the jurisdiction of the destina-
tion state for income tax purposes plus 50% of the
sales deemed to be in this state because the taxpayer is
not within the jurisdiction of the destination state for
income tax purposes.

(b) Sales of tangible personal property are in this
state if: the property is delivered or shipped to a pur-
chaser, other than the U.S. government, within this
state regardless of the f.0.b. point or other conditions
of the sale; or the property is shipped from an office,
store, warehouse, factory or other place of storage in
this state and the purchaser is the U.S. government or
the taxpayer is not within the jurisdiction, for income
tax purposes of the destination state.

(c) Sales of tangible personal property by an office
in this state to a purchaser in another state and not
shipped or delivered from this state are in this state if
the taxpayer is not within the jurisdiction for income
tax purposes of either the state from which the prop-
erty is delivered or shipped or of the destination state.

(d) Sales, other than sales of tangible personal
property, are in this state if the income-producing
activity is performed in this state. If the income-pro-
ducing activity is performed both in and outside this
state the sales shall be divided between those states
having jurisdiction to tax such business in proportion
to the direct costs of performance incurred in each
such state in rendering this service. Services per-
formed in states which do not have jurisdiction to tax
the business shall be deemed to have been performed
in the state to which compensation is allocated by sub.

6).
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(e) In this subsection, “‘sales” includes, but is not
limited to, the following items related to the produc-
tion of business income:

1. Gross receipts from the sale of inventory.

2. Gross receipts from the operation of farms,
mines and quarries.

3. Gross receipts from the sale of scrap or by-
products.

4. Gross commissions.

5. Gross receipts from personal and other services.

6. Gross rents from real property or tangible per-
sonal property.

7. Interest on trade accounts and trade notes
receivable.

8. A general partner’s share of the partnership’s
gross receipts.

9. Gross management fees.

10.  Gross royalties from
activities.

11. Gross franchise fees from income-producing
activities.

(f) The following items are among those that are
not included in “sales” in this subsection:

1. Gross receipts and gain or loss from the sale of
tangible business assets, except those under par. (¢) 1,
2 and 3.

2. Gross receipts and gain or loss from the sale of
nonbusiness real or tangible personal property.

3. Gross rents and rental income or loss from real
property or tangible personal property if that real
property or tangible personal property is not used in
the production of business income.

4. Royalties from nonbusiness real property or
nonbusiness tangible personal property.

5. Proceeds and gain or loss from the redemption of
securities.

6. Interest, except interest under par. (e) 7, and
dividends.

7. Gain or loss from the sale of intangible assets.

8. Dividends deductible by corporations in deter-
mining net income.

9. Gross receipts and gain or loss from the sale of
securities.

10. Proceeds and gain or loss from the sale of
receivables.

11. Refunds, rebates and recoveries of amounts
previously expended or deducted.

12. Other items not includable in apportionable
income.

13. Foreign exchange gain or loss.

14. Royalties and income from passive investments
in the property under s. 71.25 (5) (a) 21.

15. A limited partner’s share of income or loss from
a partnership.

(8) FINANCIAL ORGANIZATIONS AND PUBLIC UTILI-
TIES. (a) “‘Financial organization”, as used in this sec-
tion, means any bank, trust company, savings bank,

income-producing
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industrial bank, land bank, safe deposit company, pri-
vate banker, savings and loan association, credit
union, cooperative bank, small loan company, sales
finance company, investment company, brokerage
house, underwriter or any type of insurance company.

(b) “Public utility”, as used in this section, means
any business entity which owns or operates any plant,
equipment, property, franchise, or license for the
transmission of communications or the production,
transmission, sale, delivery, or furnishing of electric-
ity, water or steam, the rates of charges for goods or
services of which have been established or approved
by a federal, state or local government or governmen-
tal agency. ““Public utility”’ also means any business
entity providing service to the public and engaged in
the transportation of goods and persons for hire, as
defined in s. 194.01 (4), regardless of whether or not
the entity’s rates or charges for services have been
established or approved by a federal, state or local
government or governmental agency.

(¢) The net business income of financial organiza-
tions and public utilities requiring apportionment
shall be apportioned pursuant to rules of the depart-
ment of revenue, but the income taxed is limited to the
income derived from business transacted and property
located within the state.

(9) NONRESIDENT INCOME FROM MULTISTATE TAX-
OPTION CORPORATION. Nonresident individuals and
nonresident estates and trusts deriving income from a
tax-option corporation which is engaged in business
within and without this state shall be taxed only on the
income of the corporation derived from business
transacted and property located in this state and losses
and other items of the corporation deductible by such
shareholders shall be limited to their proportionate
share of the Wisconsin loss or other item. For pur-
poses of this subsection, all intangible income of tax-
option corporations passed through to shareholders is
business income that follows the situs of the business.

(10) DEPARTMENT MAY WAIVE FACTOR. Where, in
the case of any nonresident individual or nonresident
estate or trust engaged in business within and without
the state of Wisconsin and required to apportion its
income as provided in this section, it shall be shown to
the satisfaction of the department of revenue that the
use of any one of the 3 factors provided under sub. (4)
gives an unreasonable or inequitable final average
ratio because of the fact that such nonresident individ-
ual or nonresident estate or trust does not employ, to
any appreciable extent in its trade or business in pro-
ducing the income taxed, the factors made use of in
obtaining such ratio, this factor may, with the
approval of the department of revenue, be omitted in
obtaining the final average ratio which is to be applied
to the remaining net income.

(11) DEPARTMENT MAY APPORTION BY RULE. If the
income of any such nonresident individual or nonresi-
dent estate or trust properly assignable to the state of
Wisconsin cannot be ascertained with reasonable cer-
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tainty by the methods under this section, then the
same shall be apportioned and allocated under such
rules as the department of revenue may prescribe.

71.05 Income computation. (1) EXEMPT AND
EXCLUDABLE INCOME. There shall be exempt from tax-
ation under this subchapter the following:

(a) Milwaukee city and county employe retirement
systems. All payments received from the employe’s
retirement system of the city of Milwaukee, Milwau-
kee county employes’ retirement system, sheriff’s
annuity and benefit fund of Milwaukee county, police
officer’s annuity and benefit fund of Milwaukee, fire
fighter’s annuity and benefit fund of Milwaukee, or
the public employe trust fund as successor to the Mil-
waukee public school teachers’ annuity and retirement
fund and to the Wisconsin state teachers retirement
system, which are paid on the account of any person
who was a member of the paying or predecessor sys-
tem or fund as of December 31, 1963, or was retired
from any of the systems or funds as of December 31,
1963, but such exemption shall not exclude from gross
income tax sheltered annuity benefits.

(b) State legislature allowance for expenses. All
amounts received in accordance with s. 13.123 (1) (a)
which are spent for the purposes specified in s. 13.123
(1) (a) if the person does not claim a deduction for
travel expenses away from home on legislative days.
In this chapter, the place of residence of a member of
the state legislature within the legislative district which
the member represents shall be considered the mem-
ber’s home.

(2) NONRESIDENT RECIPROCITY. All payments
received by natural persons domiciled outside Wis-
consin who derive income from the performance of
personal services in Wisconsin shall be excluded from
Wisconsin gross income to the extent that it is sub-
jected to an income tax imposed by the state of domi-
cile; provided that the law of the state of domicile
allows a similar exclusion of income from personal
services earned in such state by natural persons domi-
ciled in Wisconsin, or a credit against the tax imposed
by such state on such income equal to the Wisconsin
tax on such income.

(3) MENOMINEE INDIAN TRIBE; DISTRIBUTION OF
AsseTs. No distribution of assets from the United
States to the members of the Menominee Indian tribe
as defined in s. 49.085 or their lawful distributees, or
to any corporation, or organization, created by the
tribe or at its direction pursuant to section 8, P.L. 83-
399, as amended, and no issuance of stocks, bonds,
certificates of indebtedness, voting trust certificates or
other securities by any such corporation or organiza-
tion, or voting trust, to such members of the tribe or
their lawful distributees shall be subject to income
taxes under this chapter; provided, that so much of
any cash distribution made under said P.L. 83-399 as
consists of a share of any interest earned on funds
deposited in the treasury of the United States pursu-
ant to the supplemental appropriation act, 1952, (65

Stat. 736, 754) shall not by virtue of this subsection be
exempt from the individual income tax of this state in
the hands of the recipients for the year in which paid.
For the purpose of ascertaining the gain or loss result-
ing from the sale or other disposition of such assets
and stocks, bonds, certificates of indebtedness and
other securities under this chapter, the fair market
value of such property, on termination date as defined
ins. 70.057 (1), 1967 stats., shall be the basis for deter-
mining the amount of such gain or loss.

(5) FRACTIONAL YEAR. When an income tax return
is required to be filed for a fractional part of a year
under s. 71.03 (3) (a), the Wisconsin taxable income
shall be placed on an annual basis as provided under s.
71.03 (3) (b).

(6) MODIFICATIONS AND TRANSITIONAL ADJUST-
MENTS. Some of the modifications referred to in s.
71.01 (13), (14) and (15) are:

(a) Additions. To federal adjusted gross income
add:

1. The amount of any interest, except interest under
par. (b) 1, less related expenses, which is not included
in federal adjusted gross income.

2. Losses not allocable or apportionable to this
state under s. 71.04.

3. Any amount deducted as a capital loss carry-
over from any taxable year prior to the 1965 taxable
year.

4. The amount of any lump sum distribution tax-
able under section 402 (e) (1) of the internal revenue
code (relating to distributions from employe benefit
plans).

5. Any amount deducted as a capital loss carry-
over from any taxable year prior to the 1975 taxable
year if the capital asset which generated the loss had a
situs outside of Wisconsin.

6. Any amount received in taxable year 1979 or
thereafter by a Wisconsin resident shareholder as a
proportionate share of the earnings and profits of a
tax-option corporation which was accumulated prior
to the beginning of its 1979 taxable year and not con-
sidered a dividend when received under section 1375
(d) (1) of the internal revenue code as amended to
December 31, 1978.

7. Any amount deducted under section 170 (i) of
the internal revenue code (relating to the deduction of
charitable contributions by individuals who do not
itemize deductions).

8. Wages paid to an entertainer or entertainment
corporation unless the taxpayer complies with ss.
71.63 (3) (b), 71.64 (4) and (5) and 71.80 (15) (b).

9. Any amount excluded from adjusted gross
income under section 641 (c) (1) of the internal reve-
nue code (relating to gain on the sale of any property
by a trust within 2 years of acquisition).

10. For the taxable year, combined net losses,
exclusive of net gains from the sale or exchange of cap-
ital or business assets and exclusive of net profits,
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from businesses, from rents, from partnerships, from
S corporations, from estates or from trusts, under sec-
tion 165 of the internal revenue code, except losses
allowable under sections 1211 and 1231 of the internal
revenue code, otherwise includable in calculating Wis-
consin income if those losses are incurred in the opera-
tion of a farming business, as defined in section 464 (e)
1 of the internal revenue code to the extent that those
combined net losses exceed $20,000 if nonfarm Wis-
consin adjusted gross income exceeds $55,000 but
does not exceed $75,000, exceed $17,500 if nonfarm
Wisconsin adjusted gross income exceeds $75,000 but
does not exceed $100,000, exceed $15,000 if nonfarm
Wisconsin adjusted gross income exceeds $100,000
but does not exceed $150,000, exceed $12,500 if non-
farm Wisconsin adjusted gross income exceeds
$150,000 but does not exceed $200,000, exceed
$10,000 if nonfarm Wisconsin adjusted gross income
exceeds $200,000 but does not exceed $250,000,
exceed $7,500 if nonfarm Wisconsin adjusted gross
income exceeds $250,000 but does not exceed
$300,000, exceed $5,000 if nonfarm Wisconsin
adjusted gross income exceeds $300,000 but does not
exceed $400,000 and exceed $0 if nonfarm adjusted
gross income exceeds $400,000, except that the
amounts applicable to married persons filing sepa-
rately are 50% of the amounts specified in this
subdivision.

11. Expenses paid by a fiduciary that have been
deducted under section 212 of the internal revenue
code and also have been deducted or will be deducted
under s. 72.14 (1) (c). The modification under this
subdivision applies only to the extent of the fiduciary’s
nondistributable income.

12, All alimony deducted for federal income tax
purposes and paid while the individual paying the ali-
mony was a nonresident of this state; all penalties for
early withdrawals from time savings accounts and
deposits deducted for federal income tax purposes and
paid while the individual charged with the penalty was
a nonresident of this state; all repayments of supple-
mental unemployment compensation benefits
deducted for federal income tax purposes and made
while the individual making the repayment was a non-
resident of this state; all reforestation expenses related
to property not in this state, deducted for federal
income tax purposes and paid while the individual
paying the expense was not a resident of this state; all
contributions to individual retirement accounts, sim-
plified employe pension plans and self-employment
retirement plans and all deductible employe contribu-
tions, deducted for federal income tax purposes and in
excess of that amount multiplied by a fraction the
numerator of which is the individual’s wages and net
earnings from a trade or business taxable by this state
and the denominator of which is the individual’s total
wages and net earnings from a trade or business; and
the contributions to a Keogh plan deducted for fed-
eral income tax purposes and in excess of that amount
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multiplied by a fraction the numerator of which is the
individual’s net earnings from a trade or business, tax-
able by this state, and the denominator of which is the
individual’s total net earnings from a trade or
business.

13. The amount claimed by a fiduciary as an item-
ized deduction under section 164 of the internal reve-
nue code on the federal fiduciary return.

14. Any proportionate share of the earnings and
profits of a corporation that is an S corporation for
federal income tax purposes if those earnings and
profits accumulated during a year for which the share-
holders have elected under s. 71.365 (4) not to be a tax-
option corporation, to the extent not included in fed-
eral adjusted gross income for the current year.

(b) Subtractions. From federal adjusted gross
income subtract to the extent included in federal tax-
able or adjusted gross income unless the modification
is an item, other than a capital gain deduction under s.
71.36 or interest on U.S. obligations, that is passed
through to an individual from a tax-option corpora-
tion and would be included in that corporation’s
income if it were not a tax-option corporation:

1. The amount of any interest or dividend income
which is by federal law exempt from taxation by this
state.

2. Net income not allocated or apportioned to this
state under s. 71.04.

3. Any other amount not subject to taxation under
this chapter, less any amount allocable thereto which
has been deducted in the computation of federal tax-
able or adjusted gross income except amounts used to
calculate the credit under s. 71.07 (5).

4. Disability payments, if the individual either is
single or is married and files a joint return, to the
extent those payments are excludable under section
105 (d) of the internal revenue code as it existed imme-
diately prior to its repeal in 1983 by section 122 (b) of
P.L.98-21, except that if an individual is divorced dur-
ing the taxable year that individual may subtract an
amount only if that person is disabled and the amount
that may be subtracted then is $100 for each week that
payments are received or the amount of disability pay
reported as income, whichever is less. If the exclusion
under this subdivision is claimed on a joint return and
only one of the spouses is disabled, the maximum
exclusion is $100 for each week that payments are
received or the amount of disability pay reported as
income, whichever is less.

5. Any amounts that are recoveries of federal item-
ized deductions for which no tax benefit was received
for Wisconsin purposes.

6. The amount of net capital gains on small busi-
ness stock otherwise subject to the tax under s. 71.02 if
the taxpayer has not acquired the stock by gift and
submits with the taxpayer’s return a copy of the certi-
fication under s. 71.01 (10).

7. Expenses paid by a fiduciary that the fiduciary
irrevocably specifies in writing have not been
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deducted under section 212 of the internal revenue
code and have not been, and will not be, deducted
under s. 72.14 (1) (c). The modification under this
subdivision applies only to the extent of the fiduciary’s
nondistributable income.

8. The difference between the amount included in
federal adjusted gross income for the current year and
the amount calculated under section 85 of the internal
revenue code (relating to unemployment compensa-
tion) as that section existed on December 31, 1985.

9. On assets held more than one year 60% of the
capital gain as computed under the internal revenue
code, not including amounts treated as ordinary
income for federal income tax purposes because of the
recapture of depreciation or any other reason. For
purposes of this subdivision, the capital gains and cap-
ital losses for all assets shall be netted before applica-
tion of the percentage.

(7) ADDITION OR SUBTRACTION OF TRANSITIONAL
ADJUSTMENTS. Add or subtract, as appropriate, any
transitional adjustments computed under sub. (13).

(8) Losses. (a) The carry back of losses to reduce
income of prior years shall not be permitted. There
shall be added any amount deducted as a federal net
operating loss carry-over and there shall be subtracted
for the first taxable year for which the subtraction
may be made any Wisconsin net operating loss carry-
forward allowable under par. (b) in an amount not in
excess of the Wisconsin taxable income computed
before the deduction of the Wisconsin net operating
loss carry-forward.

(b) A Wisconsin net operating loss may be carried
forward against Wisconsin taxable incomes of the
next 15 taxable years to the extent not offset against
other income of the year of loss and to the extent not
offset against Wisconsin modified taxable income of
any year between the loss year and the taxable year for
which the loss carry-forward is claimed. In this para-
graph, “Wisconsin modified taxable income’ means
Wisconsin taxable income with the following excep-
tions: a net operating loss deduction or offset for the
loss year or any taxable year thereafter is not allowed,
the deduction for long-term capital gains under sec-
tion 1202 of the internal revenue code is not allowed,
the amount deductible for losses from sales or
exchanges of capital assets may not exceed the amount
includable in income for gains from sales or exchanges
of capital assets and “Wisconsin modified taxable
income” may not be less than zero.

(9) PARTNERS. In determining Wisconsin adjusted
gross income or Wisconsin taxable income of a part-
ner, any applicable modification described in this sec-
tion which relates to an item of partnership income,
gain, loss or deduction shall be made in accordance
with the partner’s distributive share, for federal
income tax purposes, of the item to which the modifi-
cation relates. Where a partner’s distributive share of
any such item is not required to be taken into account
separately for federal income tax purposes or the
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modification relates to no ascertainable item of the
partnership income of the current year, each partner’s
share of such modification shall be proportional to his
or her distributive share for federal income tax pur-
poses of partnership taxable income or loss generally.

(10) OTHER ADJUSTMENTS. Add to or subtract from
federal adjusted gross income, as appropriate:

(b) Except as provided in sub. (21), the share-
holder’s proportionate share of the amount by which
any item of income, loss or deduction of a tax-option
corporation subject to taxation under this chapter dif-
fers from federal taxable income, loss or deduction of
the corporation for the same year attributed to its
shareholders, and any amount necessary to prevent
the double inclusion or omission of any item of
income, loss, deduction or basis, except that credits
against gross tax may not be subtracted under this
paragraph.

(c) The amount required so that the net capital loss,
after netting capital gains and capital losses to arrive
at total capital gain or loss, is offset against ordinary
income only to the extent of $500. Losses in excess of
$500 shall be carried forward to the next taxable year
and offset against ordinary income up to the limit
under this paragraph. Losses shall be used in the
order in which they accrue.

(d) Any item of income, loss or deduction passed
through from a corporation that is an S corporation
for federal income tax purposes and is, under s. 71.365
(4), not a tax-option corporation.

(e) On sale, exchange, abandonment or other dis-
position in a transaction in which gain or loss is recog-
nized to the owner of property acquired from a
decedent, as described in section 1014 of the internal
revenue code, exclusive of property constituting
income under section 102 (b) of the internal revenue
code, the difference between the federal basis and the
Wisconsin basis. The Wisconsin basis of property
acquired from a decedent shall be determined under
the internal revenue code, but the value used for prop-
erty is the value properly includable for Wisconsin
inheritance tax purposes instead of the value of prop-
erty includable for federal estate tax purposes. In this
paragraph, the exclusion under s. 72.12 (6) (b) shall
not be deemed property properly includable for inher-
itance tax purposes, but the transfer of property
exempt under s. 72.15 (5) shall be deemed property
properly includable for inheritance tax purposes and,
if at least 50% of the marital property held by a dece-
dent and the decedent’s surviving spouse at the time of
the decedent’s death is includable for purposes of
computing the federal estate tax on the decedent’s
estate, all of the decedent’s property and all of the
decedent’s spouse’s marital property shall be deemed
property properly includable for inheritance tax
purposes.

(f) The amount necessary to reflect the inapplicabil-
ity of section 66 (a) of the internal revenue code to the
computation of income under this chapter.
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(g) The amount necessary to reflect the applicabil-
ity of s. 71.10 (6) (b) to (d) to the computation of
income under this chapter.

(h) The amount necessary to reflect any other dif-
ferences between the treatment of marital income for
federal income tax purposes and the treatment of mar-
ital income under this chapter or under rules promul-
gated under this chapter.

(11) WASTE TREATMENT PLANT; POLLUTION ABATE-
MENT EQUIPMENT. (a) The federal adjusted basis at the
end of the calendar year 1968 or corresponding fiscal
year of waste treatment plant or pollution abatement
equipment acquired pursuant to order or recommen-
dation of the committee on water pollution, state
board of health, city council, village board or county
board pursuant to s. 59.07 (53) or (85), 1971 stats.,
may be treated as a subtraction modification on the
return of the calendar year 1969 or corresponding fis-
cal year but not in later years. In case of such subtrac-
tion an add modification shall be made in 1969 and
later taxable years to reverse federal depreciation or
amortization of such basis or to correct gain or loss on
disposition. The cost of such plant or equipment
acquired in 1969 or thereafter pursuant to order, rec-
ommendation or approval of the committee on water
pollution, department of resource development,
department of natural resources, state board of
health, city council, village board, or county board
pursuant to s. 59.07 (53) or (85), 1971 stats., (less any
federal depreciation or amortization taken) may be
deducted as a subtraction modification or as subtrac-
tion modifications in the year or years in which paid
or accrued, dependent on the method of accounting
employed. In case of such election, appropriate add
modifications shall be made in subsequent years to
reverse federal depreciation or amortization or to cor-
rect gain or loss on disposition. This paragraph is
intended to apply only to depreciable property except
that where wastes are disposed of through a lagoon
process, lagooning costs and the cost of land contain-
ing such lagoons may be treated as depreciable prop-
erty for purposes of this paragraph. In no event may
any amount in excess of cost be deducted. The tax-
payer shall file with the department copies of all
recommendations, orders or approvals relating to
installation of such property and such other docu-
ments or data relating thereto as the department
requests.

(b) The cost of the following described property,
less any federal depreciation or amortization taken,
may be deducted as a subtraction modification or as
subtraction modifications in the year or years in which
paid or accrued, dependent on the method of account-
ing employed: All property purchased or constructed
as a waste treatment facility utilized for the treatment
of industrial wastes as defined in s. 144.01 (5), or air
contaminants as defined in s. 144.30 (1) but not for
other wastes as defined in s. 144.01 (8) and approved
by the department of revenue under s. 70.11 (21) (a)
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for the purpose of abating or eliminating pollution of
surface waters, the air or waters of the state. In case of
such election, appropriate add modifications shall be
made in subsequent years to reverse federal deprecia-
tion or amortization or to correct gain or loss on dis-
position. This paragraph is intended to apply only to
depreciable property except that where wastes are dis-
posed of through a lagoon process, lagooning costs
and the cost of land containing such lagoons may be
treated as depreciable property for purposes of this
paragraph. In no event may any amount in excess of
cost be deducted. Paragraph (a) applies to all prop-
erty purchased prior to July 31, 1975, or purchased
and constructed in fulfillment of a written construc-
tion contract or formal written bid, which contract
was entered into or which bid was made prior to July
31, 1975.

(12) Basis. (a) Except as provided in pars. (b) and
(c), the Wisconsin basis of an asset owned by an indi-
vidual, estate or trust and acquired before the individ-
ual became a resident of this state or before the estate
or trust became subject to taxation under this chapter
is the federal adjusted basis.

(b) Whenever an individual acquires a new resi-
dence, as defined in section 1034 (a) of the internal
revenue code, in this state, the adjusted basis of the
new residence is not required to be reduced as required
under sections 1016 (a) (7) and 1034 (e) of the internal
revenue code upon the sale or exchange of an old resi-
dence located outside this state if:

1. The sale or exchange of the old residence
occurred in taxable year 1975 or thereafter and the
individual was not a resident of this state at the time of
sale or exchange of the old residence; or

2. The sale or exchange of the old residence
occurred before taxable year 1975, regardless of
whether the individual was a resident of this state at
the time of sale or exchange of the old residence.

(c) Whenever a resident of this state sells or
exchanges a principal residence located outside this
state and the nonrecognition of gain provision of sec-
tion 1034 (a) of the internal revenue code does not
apply to that sale or exchange, the adjusted basis of
the residence sold or exchanged is not required to be
reduced as required by sections 1016 (a) (7) and 1034
(e) of the internal revenue code for any nonrecognized
gain on the sale or exchange of any old principal resi-
dence located outside this state if:

I. The sale or exchange of the old residence
occurred in taxable year 1975 or thereafter and the
individual was not a resident of this state at the time of
sale or exchange of the old residence; or

2. The sale or exchange of the old residence
occurred before taxable year 1975, regardless of
whether the individual was a resident of this state at
the time of sale or exchange of the old residence.

(13) TRANSITIONAL ADJUSTMENTS. It is the purpose
of this subsection to prevent the double inclusion or
omission of any item of income, deduction or basis by
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reason of change to reporting on the basis of federal
taxable income or federal adjusted gross income.

(a) DrerFiNiTIONS. In this subsection:

1. “Adjusted basis” of a liability or reserve account
created by accruals or other charges deducted from
income for federal or Wisconsin income tax purposes
is the current balance of such account on the transi-
tional date.

2. “Changing basis assets”” means inventories and
assets or accounts, including liability and reserve
accounts created by accruals or other charges
deducted from income, other than annuity contracts
or constant basis assets. ‘‘Changing basis assets”
include property subject to deprecation, depletion or
amortization of cost, premium or discount; capital-
ized intangible expenses such as trademark expense,
research and development expense and loan expense if
the same are being amortized for federal income tax
purposes; and accruals, reserves and deferrals of either
income or expense.

3. “Constant basis assets’” means assets, other than
inventories, the federal adjusted basis of which does
not affect and is not affected by the computation of
the taxpayer’s federal taxable income except when
such asset is sold, exchanged, abandoned or otherwise
disposed of.

4. “Federal adjusted basis” means the adjusted
basis of the asset or account for the purpose of deter-
mining gain on the sale or other disposition thereof
computed “as of the transitional date for federal
income tax purposes.

S. “Owner”” means successively the owner of chang-
ing basis assets or constant basis assets as of the tran-
sitional date and any subsequent owner whose basis
for such assets is found by reference to the basis there-
for of another person.

6. “Transitional date” means the first day of the
taxpayer’s 1965 taxable year.

7. “Wisconsin adjusted basis” means the adjusted
basis of the asset or account which would have been
applicable in determining gain on the sale or other dis-
position thereof on the day preceding the transitional
date.

(b) With respect to a constant basis asset any excess
of federal adjusted basis over Wisconsin adjusted
basis shall be added to income, and any excess of Wis-
consin adjusted basis over federal adjusted basis shall
be subtracted from income in the year in which such
asset is sold, exchanged, abandoned or otherwise dis-
posed of by the owner in a transaction in which gain
or loss is recognized to the owner.

(14) TRANSITIONAL ADJUSTMENT; LOSS CARRY-FOR-
waARDS. The amount of any long-term capital loss
carry-forward from any taxable year prior to the 1982
taxable year which is not allowed as a deduction under
section 1211 (b) of the internal revenue code may be
deducted, subject to the annual limitations provided
in section 1211 (b) of the internal revenue code. A
deduction is authorized under this subsection only
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when the amount of capital loss or capital loss carry-
forward deducted in determining federal adjusted
gross income for the taxable year is less than the limi-
tations provided in section 1211 (b) of the internal rev-
enue code. For taxable years 1982 to 1985 for married
persons, the annual limitation referred to in this sub-
section shall be determined under the separate return
provisions of section 1211 (b) (2) of the internal reve-
nue code. For taxable year 1986 and thereafter for
married persons, the annual limitation shall be deter-
mined under section 1211 (b) of the internal revenue
code.

(15) TraNsITION. In regard to property that, under
s. 71.02 (2) (d) 12, 1985 stats., is required to be depreci-
ated for taxable year 1986 under the internal revenue
code as amended to December 31, 1980, and that was
placed in service by the taxpayer during taxable year
1986 and thereafter but before the property is used in
the production of income subject to taxation under
this chapter, the property’s adjusted basis and the
depreciation or other deduction schedule are not
required to be changed from the amount allowable on
the owner’s federal income tax returns for any year
because the property is used in the production of
income subject to taxation under this chapter.

(16) DEPRECIATION CONTINUATION. Property that,
under s. 71.02 (2) (d) 12, 1985 stats., is required to be
depreciated for taxable year 1986 under the internal
revenue code as amended to December 31, 1980, shall
continue to be depreciated under the internal revenue
code as amended to December 31, 1980.

(17) DIFFERENCE IN BASIS. With respect to deprecia-
ble property that, under s. 71.02 (2) (d) 12, 1985 stats.,
is required to be depreciated for taxable year 1986
under the internal revenue code as amended to
December 31, 1980, and that was disposed of in tax-
able year 1986 and thereafter, any difference between
the adjusted basis for federal income tax purposes and
the adjusted basis under this chapter shall be taken
into account in determining net income or loss in the
year or years that the gain or loss is reportable under
this chapter.

(18) CARRY-OVER BASIS PRECLUDED. With respect to
property that, under s. 71.02 (2) (d) 12, 1985 stats., is
required to be depreciated for taxable year 1986 under
the internal revenue code as amended to December 31,
1980, and that was acquired in a transaction occurring
in taxable year 1986 and thereafter in which the
adjusted basis of the property in the hands of the
transferee is the same as the adjusted basis of the prop-
erty in the hands of the transferor, the Wisconsin
adjusted basis of that property on the date of transfer
is the adjusted basis allowable under the depreciation
provisions of the internal revenue code as defined for
Wisconsin purposes for the property in the hands of
the transferor.

(19) MODIFICATION OF FEDERAL ADJUSTED GROSS
INCOME. Whenever a person other than a corporation
acquires, after the transitional date, as defined in sub.
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(13) (a) 6, a constant basis asset, the federal basis of
which is different from the Wisconsin basis, an appro-
priate modification of federal adjusted gross income
shall be made in the year of sale, exchange, abandon-
ment or other disposition of such asset properly to
reflect the income consequences of such difference.
Whenever such a person acquires, after said transi-
tional date, a changing basis asset the federal basis of
which is different from the Wisconsin basis, appropri-
ate modifications of federal adjusted gross income
shall be made each year properly to reflect the income
consequences of such difference; in any such case the
secretary of revenue or his or her delegate may agree
with the taxpayer for an amortization of such differ-
ence in basis over a period of 5 years or less.

(20) PARTNERSHIP INTERESTS. Whenever a person
other than a corporation sells, exchanges or otherwise
disposes of an ownership interest in a partnership in a
transaction in which gain or loss is recognized, an
appropriate modification to federal adjusted gross
income may be made in the year of disposition to
reflect an increase or decrease in the basis of the part-
nership interest equal to any reductions or additions
in such basis occurring in calendar or fiscal years prior
to 1975 as a result of losses or gains relating to busi-
ness or property which had a situs outside of this state
under the provisions of s. 71.07, 1985 stats., in effect
for years prior to 1975.

(21) CAPITAL GAIN AND LOSS TREATMENT FOR
ADJUSTMENTS FOR DIFFERENCE IN WISCONSIN AND FED-
ERAL BASIS OF CAPITAL ASSETS. Notwithstanding the
provisions of subs. (7), (10) (b) and (e), (13), (19) and
(20), the amount of any adjustment relating to the
basis of a capital asset shall be combined with other
long-term or short-term capital gains and losses
reportable for the taxable year or carry-over year, as
appropriate. The provisions of sections 1202, 1211
and 1212 of the internal revenue code, to the extent
recognized or allowed by this chapter (including any
addition required by s. 71.05 (1) (a) 2, 1983 stats., for
the taxable year 1983), apply to the resulting net gain
or loss determined. Add or subtract, as appropriate,
from federal adjusted gross income of the taxable year
or a carry-over year an amount to reflect the income
consequences of making the amount of a basis adjust-
ment required under this subsection subject to capital
gain and loss treatment.

(22) STANDARD DEDUCTION. (a) Election of deduc-
tions; husband and wife deductions. WNatural persons
who have not elected the federal standard deduction,
or tax tables based on adjusted gross income, in filing
their federal income tax return, may elect the Wiscon-
sin standard deduction in reporting Wisconsin’s tax-
able income of the same year.

(b) Deduction precluded. The standard deduction
shall not be allowed in computing the taxable income
of:

1. A nonresident alien individual.
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2. A U.S. citizen entitled to the benefits of section
931 of the internal revenue code for federal income tax
purposes, applicable with respect to taxation of indi-
viduals on 1973 income, and income of subsequent
years.

3. An individual making a return for a period of
less than 12 months because of a change in his or her
annual accounting period.

4. An estate or trust, common trust fund or
partnership.

(c) Deduction limits; 1987. For taxable year 1987,
the Wisconsin standard deduction is whichever of the
following amounts is appropriate. For a single indi-
vidual who has a Wisconsin adjusted gross income of
less than $7,500, the standard deduction is $5,200. For
a single individual who has a Wisconsin adjusted gross
income of at least $7,500 but not more than $50,830,
the standard deduction is the amount obtained by
subtracting from $5,200 12% of Wisconsin adjusted
gross income in excess of $7,500 but not less than $0.
For a single individual who has a Wisconsin adjusted
gross income of more than $50,830, the standard
deduction is $0. For a married couple filing jointly
that has an aggregate Wisconsin adjusted gross
income of less than $10,000, the standard deduction is
$7,560. For a married couple filing jointly that has an
aggregate Wisconsin adjusted gross income of at least
$10,000 but not more than $70,480, the standard
deduction is the amount obtained by subtracting from
$7,560 12.5% of aggregate Wisconsin adjusted gross
income in excess of $10,000 but not less than $0. Fora
married couple filing jointly that has an aggregate
Wisconsin adjusted gross income of more than
$70,480, the standard deduction is $0. For a married
individual filing separately who has a Wisconsin
adjusted gross income of less than $4,750, the stan-
dard deduction is $3,590. For a married individual
filing separately who has a Wisconsin adjusted gross
income of at least $4,750 but not more than $33,470,
the standard deduction is the amount obtained by
subtracting from $3,590 12.5% of Wisconsin adjusted
gross income in excess of $4,750 but not less than $0.
For a married individual filing separately who has a
Wisconsin adjusted gross income of more than
$33,470, the standard deduction is $0. The secretary
of revenue shall prepare a table under which deduc-
tions under this paragraph shall be determined. That
table shall be published in the department’s instruc-
tional booklets.

(d) Deduction limits; 1988 and thereafter. For tax-
able year 1988 and thereafter, the Wisconsin standard
deduction is whichever of the following amounts is
appropriate. For a single individual who has a Wis-
consin adjusted gross income of less than $7,500, the
standard deduction is $5,200. For a single individual
who has a Wisconsin adjusted gross income of at least
$7,500 but not more than $50,830, the standard
deduction is the amount obtained by subtracting from
$5,200 12% of Wisconsin adjusted gross income in
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excess of $7,500 but not less than $0. For a single indi-
vidual who has a Wisconsin adjusted gross income of
more than $50,830, the standard deduction is $0. For
a married couple filing jointly that has an aggregate
Wisconsin adjusted gross income of less than $10,000,
the standard deduction is $8,900. For a married
couple filing jointly that has an aggregate Wisconsin
adjusted gross income of at least $10,000 but not more
than $55,000, the standard deduction is the amount
obtained by subtracting from $8,900 19.778% of
aggregate Wisconsin adjusted gross income in excess
of $10,000 but not less than $0. For a married couple
filing jointly that has an aggregate Wisconsin adjusted
gross income of more than $55,000, the standard
deduction is $0. For a married individual filing sepa-
rately who has a Wisconsin adjusted gross income of
less than $4,750, the standard deduction is $4,230.
For a married individual filing separately who has a
Wisconsin adjusted gross income of at least $4,750 but
not more than $26,140, the standard deduction is the
amount obtained by subtracting from $4,230 19.778%
of Wisconsin adjusted gross income in excess of
$4,750 but not less than $0. For a married individual
filing separately who has a Wisconsin adjusted gross
income of more than $26,140, the standard deduction
is $0. The secretary of revenue shall prepare a table
under which deductions under this paragraph shall be
determined. That table shall be published in the
department’s instructional booklets.

(e) Proration for fiscal year filer. For a fiscal year
taxpayer, any increase in the standard deduction over
the standard deduction permissible in the previous
calendar year must be prorated by taking into account
the number of days of the taxpayer’s fiscal year falling
in each calendar year.

(D) Limitation for dependent who files return. In the
case of a taxpayer with respect to whom a deduction
under s. 71.07 (8) is allowable to another person, the
Wisconsin standard deduction shall not exceed the
taxpayer’s earned income, as defined in section 911 (b)
of the internal revenue code as of December 31, 1976,
that is taxable under this chapter.

(g) Nonresidents. With respect to nonresident natu-
ral persons deriving income from property located,
business transacted or personal or professional ser-
vices performed in this state, including natural per-
sons changing their domicile into or from this state,
the Wisconsin standard deduction and itemized
deductions are based on federal adjusted gross income
and are limited by such fraction of that amount as
Wisconsin adjusted gross income is of federal adjusted
gross income, In this paragraph, for married persons
filing separately ‘‘adjusted gross income” means the
separate adjusted gross income of each spouse, and
for married persons filing jointly “adjusted gross
income” means the total adjusted gross income of
both spouses.

(h) Part-year residents. If a person and that per-
son’s spouse are not both domiciled in this state dur-
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ing the entire taxable year, the Wisconsin standard
deduction or itemized deduction on a joint return is
determined by multiplying the Wisconsin standard
deduction or itemized deduction, each calculated on
the basis of federal adjusted gross income, by a frac-
tion the numerator of which is their joint Wisconsin
adjusted gross income and the denominator of which
is their joint federal adjusted gross income. For a
married person who is not domiciled in this state for
the entire taxable year and who files a separate return,
the Wisconsin standard deduction and itemized
deduction are determined under par. (g).

71.06 Rates of taxation. (1) FIDUCIARIES AND SIN-
GLE INDIVIDUALS. The tax to be assessed, levied and
collected upon the taxable incomes of all fiduciaries,
except fiduciaries of nuclear decommissioning trust or
reserve funds, and single individuals for calendar year
1987 and corresponding fiscal years and for calendar
and fiscal years thereafter shall be computed at the
following rates:

(a) On all taxable income from $0 to $7,500, 4.9%.

(b) On all taxable income exceeding $7,500 but not
exceeding $15,000, 6.55%.

(c) On all taxable income exceeding $15,000,
6.93%.

(2) MarRrIeD PERSONS. The tax to be assessed, lev-
ied and collected upon the taxable incomes of all mar-
ried persons for calendar year 1987 and corresponding
fiscal years and for calendar and fiscal years thereafter
shall be computed at the following rates:

(a) For joint returns:

1. On all taxable income from $0 to $10,000, 4.9%.

2. On all taxable income exceeding $10,000 but not
exceeding $20,000, 6.55%.

3. On all taxable income exceeding $20,000, 6.93%.

(b) For married persons filing separately:

1. On all taxable income from $0 to $5,000, 4.9%.

2. On all taxable income exceeding $5,000 but not
exceeding $10,000, 6.55%.

3. On all taxable income exceeding $10,000, 6.93%.

(3) Tax TABLE. The secretary of revenue shall pre-
pare a table from which the tax in effect on taxable
personal income of less than $10,000 shall be deter-
mined. Such table shall be published in the depart-
ment’s appropriate instructional booklets. The form
and the tax computations of the table shall be substan-
tially as follows:

(a) The title thereof shall be ““Tax Table”.

(b) The first 2 columns shall contain the minimum
and the maximum amounts, respectively, of taxable
income in brackets of not more than $100. Computa-
tion of tax on taxable income of $10,000 and over may
be set forth at the foot of such table.

(¢) The 3rd column shall show the amount of the
tax payable for each bracket before the allowance of
any deduction for personal exemptions or exemptions
for dependents. The tax shall be computed at the rates
in effect, which rates shall be applied to the amount of
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income at the middle of each bracket. The amount of
tax for each bracket shall be computed only to the
nearest 10 cents.

71.07 Credits. (1) CLAIM OF RIGHT CREDIT. Any
natural person may credit against taxes otherwise due
under this chapter the decrease in tax under this chap-
ter for the prior taxable year that would be attributa-
ble to subtracting income taxed for that year under the
claim of right doctrine but repaid, as calculated under
section 1341 of the internal revenue code, if the
income repaid is greater than $3,000 and the amount
is not subtracted in computing Wisconsin adjusted
gross income or used in computing the credit under
sub. (5) (a). If the allowable amount of the claim
exceeds the claimant’s taxes due under this chapter the
amount of the claim not used to offset those taxes
shall be certified to the department of administration
for payment to the claimant by check, share draft or
other draft drawn on the general fund.

(2) COMMUNITY DEVELOPMENT FINANCE AUTHORITY
CREDIT. Any individual receiving a credit under s.
71.09 (12m), 1985 stats., may carry forward to the
next succeeding 15 taxable years the amount of the
credit not offset against taxes for the year of purchase
to the extent not offset by those taxes otherwise due in
all intervening years between the year for which the
credit was computed and the year for which the carry-
forward is claimed.

(3) FARMLAND PRESERVATION CREDIT. The farm-
land preservation credit under subch. IX may be
claimed against taxes otherwise due.

(4) HoMmesTEAD cREDIT. The homestead credit
under subch. VIII may be claimed by individuals
against taxes otherwise due.

(5) ITEMIZED DEDUCTIONS CREDIT. For taxable year
1986 and thereafter, single persons, married persons
filing separately and married persons filing jointly
may claim as a credit against, but not to exceed the
amount of, Wisconsin net income taxes due an
amount calculated as follows:

(a) Add the amounts allowed as itemized deduc-
tions under the internal revenue code except:

1. Interest paid to purchase or hold securities issued
by the federal government or by any of its instrumen-
talities the interest on which is exempt from taxation
under s. 71.05 (6) (b) 1.

2. Taxes under section 164 of the internal revenue
code.

3. Casualty and theft deductions under section 165
(c) (3) of the internal revenue code.

4. Expenses to move from this state under section
217 of the internal revenue code.

5. Interest incurred to purchase or refinance a resi-
dence that is not a principal residence and is not in this
state, and interest incurred to purchase or refinance a
residence that is a boat.

6. The amount claimed for repayment of income
previously taxed under this chapter if that amount is
used in calculating the credit under sub. (1).
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7. The amount of interest in excess of $1,200, or
$600 for a married person filing separately, not paid
on a loan to purchase or refinance a residence and not
paid on a land contract.

8. Expenses that are deductible under section 212 of
the internal revenue code (relating to the administra-
tive expenses of estates) and that have been or will be
claimed as a deduction for inheritance tax purposes
under s. 72.14 (1) (c).

(b) Subtract the standard deduction under s. 71.05
(22) from the amount under par. (a).

(c) Multiply the amount under par. (b) by .05.

(d) With respect to persons who change their domi-
cile into or from this state during the taxable year and
nonresident persons, the credit under this subsection
shall be limited to the fraction of the amount so deter-
mined that Wisconsin adjusted gross income is of fed-
eral adjusted gross income. In this paragraph, for
married persons filing separately “adjusted gross
income” means the separate adjusted gross income of
each spouse and for married persons filing jointly
“adjusted gross income” means the total adjusted
gross income of both spouses. If a person and that
person’s spouse are not both domiciled in this state
during the entire taxable year, their credit under this
subsection on a joint return shall be limited to the
fraction of the amount so determined that their joint
Wisconsin adjusted gross income is of their joint fed-
eral adjusted gross income.

(6) MARRIED PERSONS CREDIT. (a) Married persons
filing a joint return, except those who reduce their
gross income under section 911 or 931 of the internal
revenue code, may claim as a credit against, but not to
exceed the amount of, Wisconsin net income taxes
otherwise due an amount equal to 2.5% of the earned
income of the spouse with the lower earned income,
but not more than $450. In this paragraph, “earned
income” means qualified earned income, as defined in
section 221 (b) of the internal revenue code as
amended to December 31, 1985, plus employe busi-
ness expenses under section 62 (2) (B) to (D) of that
code, allocable to Wisconsin under s. 71.04, minus the
amount of disability income excluded under s. 71.05
(6) (b) 4 and minus any other amount not subject to
tax under this chapter. Earned income is computed
notwithstanding the fact that each spouse owns an
undivided one-half interest in the whole of the marital
property. A marital property agreement or unilateral
statement under ch. 766 transferring income between
spouses has no effect in computing earned income
under this paragraph.

(b) A claimant who has filed a timely claim under
par. (a) may file an amended claim with the depart-
ment of revenue within 4 years of the last day pre-
scribed by law for filing the original claim.

(7) OTHER STATE TAX CREDIT. (a) In this subsection,
“state” includes the District of Columbia, but does
not include the commonwealth of Puerto Rico or the
several territories organized by Congress.
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(b) If a resident individual, estate or trust pays a net
income tax to another state, that resident individual,
estate or trust may credit the net tax paid to that other
state on that income against the net income tax other-
wise payable to the state on income of the same year.
The credit may not be allowed unless the income taxed
by the other state is also considered income for Wis-
consin tax purposes. The credit may not be allowed
unless claimed within the time provided in s. 71.75 (2),
but s. 71.75 (4) does not apply to those credits. For
purposes of this paragraph, amounts declared and
paid pursuant to the income tax law of another state
shall be deemed a net income tax paid to that other
state only in the year in which the income tax return
for that state was required to be filed. Income and
franchise taxes paid to another state by a tax-option
corporation may be claimed as a credit under this par-
agraph by that corporation’s shareholders who are
residents of this state and who otherwise qualify under
this paragraph.

(8) PERSONAL EXEMPTIONS CREDIT FOR NATURAL
PERSONS. On income of calendar year 1986 and corre-
sponding fiscal years and thereafter, there may be
deducted from the tax after it has been computed
according to the rates of this section personal exemp-
tions for natural persons as follows:

(a) Anexemption of $25 if the taxpayer has reached
the age of 65 prior to the close of the calendar or fiscal
year.

(b) An exemption of $50 for each person for whoin
the taxpayer is entitled to an exemption for the taxable
year under section 151 (c) of the federal internal reve-
nue code.

(c) With respect to persons who change their domi-
cile into or from this state during the taxable year and
nonresident persons, personal exemptions shall be
limited to the fraction of the amount so determined
that Wisconsin adjusted gross income is of federal
adjusted gross income. In this paragraph, for married
persons filing separately “adjusted gross income”
means the separate adjusted gross income of each
spouse and for married persons filing jointly
“adjusted gross income” means the total adjusted
gross income of both spouses. If a person and that
person’s spouse are not both domiciled in this state
during the entire taxable year, their personal exemp-
tions on a joint return are determined by multiplying
the personal exemption that would be available to
each of them if they were both domiciled in this state
during the entire taxable year by a fraction the numer-
ator of which is their joint Wisconsin adjusted gross
income and the denominator of which is their joint
federal adjusted gross income.

(9) SCHOOL PROPERTY TAX CREDIT.
subsection:

1. “Claimant” means a natural person who files a
claim or on whose behalf a claim is filed under this
subsection but does not include an estate, fiduciary or
trust.

(a) In this
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2.  “Principal dwelling” means any dwelling,
whether owned or rented, and the land surrounding it
that is reasonably necessary for use of the dwelling as
a primary dwelling of the claimant and may include a
part of a multidwelling or multipurpose building and
a part of the land upon which it is built that is used as
the claimant’s primary dwelling.

3. “Property taxes” means real and personal prop-
erty taxes, exclusive of special assessments, delinquent
interest and charges for service, paid by a claimant on
the claimant’s principal dwelling during the taxable
year for which credit under this subsection is claimed,
less any property taxes paid which are properly
includable as a trade or business expense under sec-
tion 162 of the internal revenue code. If the principal
dwelling on which the taxes were paid is owned by 2 or
more persons or entities as joint tenants or tenants in
common or is owned by spouses as marital property,
“property taxes” is that part of property taxes paid
that reflects the ownership percentage of the claimant.
If the principal dwelling is sold during the taxable year
the “property taxes” for the seller and buyer shall be
the amount of the tax prorated to each in the closing
agreement pertaining to the sale or, if not so provided
for in the closing agreement, the tax shall be prorated
between the seller and buyer in proportion to months
of their respective ownership. “Property taxes”
includes monthly parking permit fees in respect to a
principal dwelling collected under s. 66.058 (3) (c).

4. “Rent constituting property taxes” means 25%
of rent if heat is not included, or 20% of rent if heat is
included, paid during the taxable year for which credit
is claimed under this subsection, at arm’s length, for
the use of a principal dwelling and contiguous land,
excluding any payment for domestic, food, medical or
other services which are unrelated to use of the dwell-
ing as housing, less any rent paid that is properly
includable as a trade or business expense under the
internal revenue code. “Rent” includes space rental
paid to a landlord for parking a mobile home. Rent
shall be apportioned among the occupants of a princi-
pal dwelling according to their respective contribution
to the total amount of rent paid. “Rent” does not
include rent paid for the use of housing which was
exempt from property taxation, except housing for
which payments in lieu of taxes were made under s.
66.40 (22).

(b) Subject to the limitations under this subsection,
a claimant may claim as a credit against, but not to
exceed the amount of, taxes under s. 71.02, 6.9% of
the first $2,000 of property taxes or rent constituting
property taxes, or 6.9% of the first $1,000 of property
taxes or rent constituting property taxes of a married
person filing separately.

(c) For an unmarried person or a married person
filing a separate return who is a part-year resident of
this state, the credit under this subsection is limited to
that fraction of the amount determined under this
subsection that Wisconsin adjusted gross income is of
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federal adjusted gross income. No credit is allowed
under this subsection for unmarried persons or mar-
ried persons filing separate returns who are nonresi-
dents of this state. If one spouse is not domiciled in
this state during the entire taxable year, the crediton a
joint return is determined by multiplying the school
property tax credit that would be available to them if
both spouses were domiciled in this state during the
entire taxable year by a fraction the numerator of
which is their joint Wisconsin adjusted gross income
and the denominator of which is their joint federal
adjusted gross income. No credit is allowed under this
subsection on a joint return if both spouses are non-
residents of this state.

(d) No credit may be allowed under this subsection
unless it is claimed within the period specified in s.
71.75 (2).

(e) In any case in which a principal dwelling is
rented by a person from another person under circum-
stances deemed by the department of revenue to be
not at arm’s length, the department may determine
rent at arm’s length, and, for purposes of this subsec-
tion, such determination shall be final.

(f) The department of revenue, on its forms and
instructions, shall refer to the credit under this subsec-
tion as the school property tax credit.

(10) CrEeDITS NOT ALLOWED. (a) The shareholders
of a tax-option corporation may not claim the credit
attributable to that corporation under s. 71.28 (3).

(b) The credits unders. 71.28 (4) and (5) may not be
claimed by partners or shareholders of a tax-option
corporation,

71.08 Minimum tax. (1) ImposiTioN. If the tax
imposed on a natural person, married couple filing
jointly, trust or estate under s. 71.02, not considering
the credits under s. 71.07 (6) and subchs. VIII and IX
and payments to other states under s. 71.07 (7), is less
than the tax under this section, there is imposed on
that natural person, married couple filing jointly, trust
or estate, instead of the tax under s. 71.02, an alterna-
tive minimum tax computed as follows:

(a) Adjust the alternative minimum taxable
income, as defined in section 55 (b) (2) of the internal
revenue code, by the amounts under s. 71.05 (6) to
(21), except s. 71.05 (6) (b) 5 and (8) (b), by the
amounts needed to modify federal alternative tax net
operating loss deductions to reflect differences
between Wisconsin net operating loss deductions and
federal net operating loss deductions for minimum tax
purposes. The department of revenue shall by rule
define Wisconsin net operating loss deductions for
minimum tax purposes.

(b) Subtract the amount under section 57 (a) (5) of
the internal revenue code from the amount under par.
(a).

(c) For nonresidents and part-year residents, adjust
the amount under par. (b) so that itemized deductions
and personal exemptions are prorated on the basis of
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the ratio of Wisconsin adjusted gross income to fed-
eral adjusted gross income.

(d) Subtract from the amount under par. (¢) the
appropriate amount under section 55 (d) (1) and (3) of
the internal revenue code; except that surviving
spouses shall be treated as single individuals; except
that the amount under par. (¢), not the federal alterna-
tive minimum taxable income, shall be used in calcu-
lating the phase-out and except that for nonresidents
and part-year residents the amount under section 55
(d) (1) and (3) of the internal revenue code shall be
prorated on the basis of the ratio of Wisconsin
adjusted gross income to federal adjusted gross
income.

(e) Multiply the amount under par. (d) by 6.5%.

(2) JoINT LIABILITY. If the requirements under sub.
(1) are applicable and the spouses file a joint income
tax return, they shall file a joint minimum tax return
and are jointly and severally liable for the tax imposed
under sub. (1) and for the interest, penalties, fees,
additions to tax and additional assessments with
respect to the tax.

(3) ADMINISTRATION. The department of revenue
shall have full power to impose, enforce and collect
the minimum tax provided in this section and may
take any action, conduct any proceeding and in all
respects proceed as it is authorized in respect to
income taxes imposed in this chapter. The income tax
provisions in this chapter relating to assessments,
refunds, appeals, collection, interest and penalties
shall apply to the minimum tax.

(4) Tax BENEFIT RULE. The department of revenue
shall promulgate rules to provide that the amount
under sub. (1) (¢) may be reduced to prevent the inclu-
sion of any amounts that do not reflect a benefit in
respect to the tax imposed under s. 71.02.

71.09 Payment of estimated taxes. (1) DEFINITIONS.
In this section:

(a) “Farmers or fishers™ are individuals, estates or
trusts whose estimated gross income from farming or
fishing for the taxable year is at least two-thirds of the
total estimated gross income from all sources for the
taxable year or individuals, estates or trusts whose
gross income from farming or fishing for the preced-
ing taxable year was at least two-thirds of the total
gross income from all sources shown on that return. If
a person files a joint return, the income of both that
person and that person’s spouse shall be considered in
determining whether the person is a farmer or fisher.

(am) If no return is filed, or a return is filed the tax
computed on which is less than 75% of the tax prop-
erly due and the addition to tax under s. 71.84 (1) is
$300 or more, “‘return” means a return that would
show the tax properly due. If a return is timely filed
and if either the tax computed on it is at least 75% of
the tax properly due or the addition to tax under s.
71.84 (1) is less than $300, “return” means that timely
return. If a return is filed late and if either the tax com-
puted on it is at least 75% of the tax properly due or
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the addition to tax unders. 71. 84 (1) is less than $300,
“return’” means the first return filed after the due date
or after the due date as extended.

(b) ‘““Tax shown on the return” and ‘‘tax for the
taxable year’” mean the net tax imposed under s. 71.02
after reduction for exemptions to, and credits against,
that tax but before reduction by amounts withheld
under subch. X and before reduction for amounts
paid as estimated tax under this section for that tax
plus the tax imposed under s. 71.08 before reduction
for amounts paid as estimated tax under this section
for that tax.

(2) WHo sHALL PAY. Every individual, estate and
trust deriving income subject to taxation under this
chapter, other than wages as defined in s. 71.63 (6)
upon which taxes are withheld by the individual’s
employer under subch. X, shall pay estimated income
tax and alternative minimum tax. This section does
not apply to the first or 2nd taxable year of an estate
or to any person on active duty with the U.S. armed
forces while stationed outside the continental United
States.

(3) FARMERS OR FISHERS. Payments of estimated
income tax required by sub. (2) from farmers or fishers
may be made at any time on or before the 15th day of
the first month of the succeeding taxable year.

(4) FARMERS OR FISHERS EXCEPTION. Except as pro-
vided in sub. (1) (am), if on or before the first day of
the 3rd month of the succeeding taxable year a farmer
or a fisher files a return for the taxable year, for which
estimated taxes were required on or before the 15th
day of the first month of the succeeding taxable year
under sub. (3), and pays in full the amount computed
on the return as payable, then that payment satisfies
any required estimated tax instalments.

(5) AMmounT. The amount of the estimated income
tax shall be the total estimated tax, including surtaxes,
if any, reduced by the amount, if any, the individual,
estate or trust determines will be withheld from wages
pursuant to subch. X.

(6) PLACE OF PAYMENT. All payments of estimated
tax shall be made to the department at its offices in
Madison unless the department, by rule, prescribes
another place of payment.

(7) REFUND CARRY-FORWARD. If the taxpayer
claims a refund on any tax return and, concurrent
with or subsequent to the filing of the return upon
which such refund is claimed, is required to pay an
estimated tax, and at the time of paying that tax the
refund has not been paid, he or she may deduct the
amount of such refund from the first instalment of
estimated taxes, and any excess from the succeeding
instalments. If a refund is paid after the due date of
the last instalment, its receipt shall be reflected on the
income tax return covering the year. If the refund is
disallowed in whole or in part after the due date of the
last instalment, that disallowance must be reflected on
the income tax return covering the year.
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(8) PREPAYMENTS. Any instalment of the estimated
tax under this section may be paid prior to the date
prescribed for its payment.

(9) SHORT YEAR. Application of this section to tax-
able years of less than 12 full months shall be made
pursuant to rules of the department.

(10) OVERPAYMENT. When the amount of an instal-
ment payment of estimated tax exceeds the amount
determined to be the correct amount of such instal-
ment payment, the overpayment shall be credited
against the unpaid instalment, if any.

(11) EXCEPTIONS TO THE ADDITION TO THE TAX. No
addition to tax is required under s. 71.84 (1) if any of
the following conditions apply:

(a) The tax shown on the return or, if no return is
filed, the tax, minus amounts withheld under subch.
X, is less than $200.

(b) The preceding taxable year was 12 months, the
taxpayer had no liability under s. 71.02 or 71.08 for
that year and the taxpayer was a resident of this state
for all of that year.

(¢) The secretary of revenue determines that
because of casualty, disaster or other unusual circum-
stances it is not equitable to impose an addition to tax.

(d) The secretary of revenue determines that the
taxpayer retired during the taxable year or during the
preceding taxable year after having attained age 62 or
becoming disabled and that the underpayment was
due to reasonable cause and not due to wilful neglect.

(12) INSTALMENT DUE DATES. Taxpayers shall make
estimated payments in 4 instalments, on or before the
15th day of each of the following months:

(a) The 4th month of the taxable year.

(b) The 6th month of the taxable year.

(¢) The 9th month of the taxable year.

(d) The first month of the next taxable year.

(13) INSTALMENT AMOUNTS. (a) Except as provided
in pars. (b), (c) and (d), the amount of each instalment
required under sub. (12) is 25% of the lower of the
following amounts:

1. Ninety percent of the tax shown on the return for
the taxable year or, if no return is filed, 90% of the tax
for the taxable year.

2. The tax shown on the return for the preceding
year.

(b) Paragraph (a) 2 does not apply if the preceding
taxable year was less than 12 months or if the taxpayer
did not file a return for the preceding taxable year.

(c) Paragraph (a) 2 does not apply if the taxpayer is
an estate or trust and has a taxable income of $20,000
or more.

(d) If 22.5% for the first instalment, 45% for the
2nd instalment, 67.5% for the 3rd instalment and 90%
for the 4th instalment of the tax for the taxable year
computed by annualizing, under methods prescribed
by the department of revenue, the taxpayer’s income
for the months in the taxable year ending before the
instalment’s due date is less than the instalment
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required under par. (a), the taxpayer may pay the
amount under this paragraph rather than the amount
under par. (a). Any taxpayer who pays an amount
calculated under this paragraph shall increase the next
instalment computed under par. (a) by an amount
equal to the difference between the amount paid under
this paragraph and the amount that would have been
paid under par. (a).

(14) EXCEPTION TO FINAL INSTALMENT. If a taxpayer
files a return for a calendar year on or before January
31 of the succeeding calendar year (or if a taxpayer on
a fiscal year basis files a return on or before the last
day of the first month immediately succeeding the
close of such fiscal year) and pays in full at the time of
such filing the amount computed on the return as pay-
able, then, if estimated taxes are not required to be
paid on or before the 15th day of the 9th month of the
income year but are required to be paid on or before
January 15 of the succeeding income year (or the date
corresponding thereto in the case of a fiscal year), such
return shall be considered as such payment.

(15) EXEMPTION FROM WITHHOLDING. (a) Any indi-
vidual deriving income from wages, as defined in s.
71.63 (6), which is subject to taxation under this chap-
ter who pays 100% of the estimated tax for the follow-
ing calendar or income year on or before the last day
of the current calendar or income year is entitled to
complete exemption from payroll withholding under
subch. X for such following calendar or income year.

(b) No employer shall recognize exemption from
payroll withholding for any employe who does not
furnish a certificate prepared by the department of
revenue satisfactorily showing that the employe has
paid the estimated tax within the time and manner
prescribed in this subsection with respect to the calen-
dar or income year for which such exemption is
sought.

(c) So far as applicable the additions to tax pre-
scribed in this section shall apply to estimated taxes
paid under this subsection.

(d) No employer shall force or attempt to coerce an
employe into estimating and prepaying his or her
income taxes. The penalty under s. 71.83 (2) (a) 4
applies to any employer who violates this paragraph.

(16) JOINT PAYMENTS. Married persons may jointly
pay estimated taxes unless either spouse is a nonresi-
dent alien or the spouses have different taxable years.
If they do pay jointly, the provisions under this section
applicable to individuals are applicable to the married
persons jointly. If a married person files a separate
return for a taxable year for which a joint payment
was made, the payments may be allocated between
themselves as they choose, but if they do not agree on
an allocation the department of revenue shall allocate
the payments to each spouse on the basis of the ratio
of taxes shown on their separate returns or pursuant
to default assessment under s. 71.74 (3). If either
spouse pays separately, no part of the payment may be
allocated to the other spouse.
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71.10 General provisions. (1) ALLOCATION OF GROSS
INCOME, DEDUCTIONS, CREDITS BETWEEN 2 OR MORE
BUSINESSES. In any case of 2 or more organizations,
trades or businesses (whether or not incorporated,
whether or not organized in the United States and
whether or not affiliated) owned or controlled directly
or indirectly by the same interests, the secretary or the
secretary’s delegate may distribute, apportion or allo-
cate gross income, deductions, credits or allowances
between or among such organizations, trades or busi-
nesses, if the secretary determines that such distribu-
tion, apportionment or allocation is necessary in order
to prevent evasion of taxes or clearly to reflect the
income of any of such organizations, trades or
businesses.

(2) ASSESSMENT OF INCOME DISTRIBUTABLE TO A NON-
RESIDENT BENEFICIARY. The income of a trust distrib-
utable or distributed to a nonresident beneficiary shall
be assessed as the income of other nonresidents is
assessed. No personal exemptions shall be allowed in
assessing the income of such nonresident beneficiary
unless that person makes a complete return under this
chapter.

(3) CamPAIGN FUND. (a) Every individual filing an
income tax return who has a tax liability or is entitled
to a tax refund may designate $1 for the Wisconsin
election campaign fund for the use of eligible candi-
dates under s. 11.50. If the individuals filing a joint
return have a tax liability or are entitled to a tax
refund, each individual may make a designation of $1
under this subsection.

(b) The secretary of revenue shall provide a place
for those designations on the face of the individual
income tax return and shall provide next to that place
a statement that a designation will not increase tax lia-
bility. Annually on August 15, the secretary of reve-
nue shall certify to the elections board, the department
of administration and the state treasurer under s.
11.50 the total amount of designations made during
the preceding fiscal year. If any individual attempts to
place any condition or restriction upon a designation,
that individual is deemed not to have made a designa-
tion on his or her tax return.

(¢) The names of persons making designations
under this subsection shall be strictly confidential.

(4) CoMPUTATION ORDER. Notwithstanding any
other provisions in this chapter, all persons other than
corporations computing liability for the tax under s.
71.02 shall make computations in the following order:

(a) Tax under s. 71.06.

(b) Personal exemptions under s. 71.07 (8).

(¢) The credit under s. 71.07 (5).

(d) School property tax credit under s. 71.07 (9).

() Alternative minimum tax under s. 71.08, includ-
ing any surtax on alternative minimum tax.

(g) Married persons credit under s. 71.07 (6).
(h) Payments to other states under s. 71.07 (7).
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(i) The total of claim of right credit under s. 71.07
(1), farmland preservation credit under subch. IX,
homestead credit under subch. VIII, estimated tax
payments under s. 71.09, and taxes withheld under
subch. X.

(5) ENDANGERED RESOURCES. (a) Definitions. In
this subsection:

1. “Conservation fund” means the fund under s.
25.29.

2. “Endangered resources program’ means pur-
chasing or improving land or habitats for any native
Wisconsin endangered or threatened species as
defined in s. 29.415 (2) (a) or (b) or for any nongame
species as defined in s. 29.01 (3) (e), conducting wild-
life and resource research and surveys and providing
wildlife management services, providing for wildlife
damage control or the payment of claims for damage
associated with endangered or threatened species,
repaying the general fund for amounts expended
under s. 20.370 (1) (fb) in fiscal year 1983-84 and the
payment of administrative expenses related to the
administration of this subsection.

(b)  Voluntary payments. 1. ‘Designation on
return.” Any individual filing an income tax return
may designate on the return any amount of additional
payment or any amount of a refund due that individ-
ual for the endangered resources program.

2. ‘Designation added to tax owed.” If the individ-
ual owes any tax, the individual shall remit in full the
tax due and the amount designated on the return for
the endangered resources program when the individ-
ual files a tax return.

3. ‘Designation deducted from refund.” Except as
provided under par. (d) if the individual is owed a
refund for that year after crediting under ss. 71.75 (9)
and 71.80 (3), the department of revenue shall deduct
the amount designated on the return for the endan-
gered resources program from the amount of the
refund.

(¢) Errors; failure to remit correct amount. If an
individual who owes taxes fails to remit an amount
equal to or in excess of the total of the actual tax due,
after error corrections, and the amount designated on
the return for the endangered resources program:

1. The department shall reduce the designation for
the endangered resources program to reflect the
amount remitted in excess of the actual tax due, after
error corrections, if the individual remitted an amount
in excess of the actual tax due, after error corrections,
but less than the total of the actual tax due, after error
corrections, and the amount originally designated on
the return for the endangered resources program.

2. The designation for the endangered resources
program is void if the individual remitted an amount
equal to or less than the actual tax due, after error
corrections.

(d) Errors; insufficient refund. If an individual who
is owed a refund which does not equal or exceed the
amount designated on the return for the endangered
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resources program, after crediting under ss. 71.75 (9)
and 71.80 (3) and after error corrections, the depart-
ment shall reduce the designation for the endangered
resources program to reflect the actual amount of the
refund the individual is otherwise owed, after credit-
ing under ss. 71.75 (9) and 71.80 (3) and after error
corrections.

(e) Conditions. If an individual places any condi-
tions on a designation for the endangered resources
program, the designation is void.

(f) Void designation. If a designation for the endan-
gered resources program is void, the department of
revenue shall disregard the designation and determine
amounts due, owed, refunded and received without
regard to the void designation.

(g) Tax return. The secretary of revenue shall pro-
vide a place for the designations under this subsection
on the individual income tax return.

(h) Certification of amounts. Annually, on or
before September 15, the secretary of revenue shall
certify to the department of natural resources, the
department of administration and the state treasurer:

1. The total amount of the administrative costs,
excluding data processing costs, incurred by the
department of revenue in administering this subsec-
tion during the previous fiscal year.

2. The total amount of the data processing costs
incurred by the department of revenue in administer-
ing this subsection during the previous fiscal year.

3. The total amount received from all designations
for the endangered resources program made by tax-
payers during the previous fiscal year.

4. The net amount remaining after the administra-
tive and data processing costs under subds. 1 and 2 are
subtracted from the total received under subd. 3.

5. From the moneys received from designations for
the endangered resources program, an amount equal
to the sum of administrative expenses certified under
subds. 1 and 2 shall be deposited in the general fund
and credited to the appropriations under s. 20.566 (1)
(hp) and (3) (gp), respectively, and the net amount
remaining certified under subd. 4 shall be deposited in
the conservation fund and credited to the appropria-
tion under s. 20.370 (1) (fs).

6. Amounts designated for the endangered
resources program under this subsection are not sub-
ject to refund to the taxpayer unless the taxpayer sub-
mits information to the satisfaction of the department
within 18 months after the date taxes are due or the
date the return is filed, whichever is later, that the
amount designated is clearly in error. Any refund
granted by the department of revenue under this sub-
division shall be deducted from the moneys received
under this subsection in the fiscal year that the refund
is certified.

(6) MARRIED PERSONS. (a) Joint returns. Persons
filing a joint return are jointly and severally liable for
the tax, interest, penalties, fees, additions to tax and
additional assessments under this chapter applicable
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to the return. A person shall be relieved of liability in
regard to a joint return in the manner specified in sec-
tion 6013 (e) of the internal revenue code, notwith-
standing the amount or percentage of the
understatement.

(b) Separate returns. A spouse filing a separate
return may be relieved of lability for the tax, interest,
penalties, fees, additions to tax and additional assess-
ments under this chapter with regard to unreported
marital property income in the manner specified in
section 66 (c) of the internal revenue code. The depart-
ment may not apply ch. 766 in assessing a taxpayer
with respect to marital property income the taxpayer
did not report if that taxpayer failed to notify the tax-
payer’s spouse about the amount and nature of the
income before the due date, including extensions, for
filing the return for the taxable year in which the
income was derived. The department shall include all
of that marital property income in the gross income of
the taxpayer and exclude all of that marital property
income from the gross income of the taxpayer’s
spouse.

(c) Marital property agreements. The department
of revenue shall notify a taxpayer whose separate
return is under audit that a marital property agree-
ment or unilateral statement under ch. 766 is effective
for tax purposes for any period during which both
spouses are domiciled in this state only if it is filed with
the department before any assessment resulting from
the audit is issued. A martial property agreement or
unilateral statement under ch. 766 does not affect the
determination of the income that is taxable by this
state, or of the person who is required to report tax-
able income to this state, during the period that one or
both spouses are not domiciled in this state or if it was
not filed with the department before an assessment
was issued.

(d) Part-year residents and nonresidents. 1f a spouse
is not domiciled in this state for the entire taxable
year, the tax liability and reporting obligation of both
spouses during the period a spouse is not domiciled in
this state shall be determined without regard to ch.
766 except as provided in this chapter.

(7) MINNESOTA INCOME TAX RECIPROCITY. (a) For
purposes of income tax reciprocity reached with the
state of Minnesota under s. 71.05 (2), whenever the
income taxes on residents of one state which would
have been paid to the 2nd state without reciprocity
exceed the income taxes on residents of the 2nd state
which would have been paid to the first state without
reciprocity, the state with the net revenue loss shall
receive from the other state the amount of the loss.
Interest shall be payable on all delinquent balances
relating to taxable years beginning after December 31,
1977. The secretary of revenue may enter into agree-
ments with the state of Minnesota specifying the reci-
procity payment due date, conditions constituting
delinquency, interest rates and the method of comput-
ing interest due on any delinquent amounts.
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(b) The data used for computing the loss to either
state shall be determined by the respective depart-
ments of revenue of both states on or before Novem-
ber 1 of the year following the close of the previous
calendar year. If an agreement cannot be reached as
to the amount of the loss, the secretary of revenue of
this state and the commissioner of taxation of the state
of Minnesota shall each appoint a member of a board
of arbitration and these members shall appoint a 3rd
member of the board. The board shall select one of its
members as chairman. The board may administer
oaths, take testimony, subpoena witnesses and require
their attendance, require the production of books,
papers and documents and hold hearings at such
places as it deems necessary. The board shall then
make a determination as to the amount to be paid the
other state which shall be conclusive. This state shall
pay no more than one-half of the cost of such
arbitration.

(8) PenaLrTies. Unless specifically provided in this
subchapter, the penalties under subch. XIII apply for
failure to comply with this subchapter unless the con-
text requires otherwise.

(9) PUBLICATION OF STANDARD DEDUCTION AND TAX
BRACKETS. The department of revenue shall annually
publish notice of the standard deduction amounts and
the brackets for the individual income tax in the
administrative register.

SUBCHAPTER II
SPECIAL PROVISIONS APPLICABLE TO
FIDUCIARIES

71.12 Conformity. Unless specifically provided in
this subchapter, fiduciaries shall be subject to all of the
provisions, requirements and liabilities of this chapter,
so far as applicable, unless the context requires
otherwise.

71.125 Imposition of tax. The tax imposed by this
chapter on individuals and the rates under s. 71.06 (1)
and (2) shall apply to the Wisconsin taxable income of
estates or trusts, except nuclear decommissioning trust
or reserve funds, and that tax shall be paid by the
fiduciary.

71.13 Filing returns. (1) ESTATE OR TRUST. Annual
returns of income of an estate or a trust shall be made
to the department by the fiduciary thereof at or before
the time such income is required to be reported to the
internal revenue service under the internal revenue
code. Under such rules as the department prescribes,
a return made by one of 2 or more joint fiduciaries
shall be sufficient compliance with the requirements of
this section. A return made pursuant to this subsec-
tion shall contain a statement that the fiduciary has
sufficient knowledge of the affairs of the person for
whom the return is made to enable him or her to make
the return, and that the return is, to the best of his or
her knowledge and belief, true and correct.

(2) RETURNS REQUIRED PRIOR TO CLOSING ESTATE OR
TRUST. (a) An executor, administrator, personal rep-
resentative or trustee applying to a court having juris-
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diction for a discharge of his or her trust and a final
settlement of his or her accounts, before his or her
application is granted, shall file all of the following
with the department:

1. Returns of income received by the deceased, any
previous guardian, executor, administrator, personal
representative or trustee, during each of the years
open to assessment under s. 71.77, if such returns had
not theretofore been filed, including a return of
income for the year of death to the date of death.

2. Returns of income received during the period of
his or her administration or trust except for the final
income tax year of the estate or trust.

3. Gift tax returns or reports, sales and use tax
returns, and withholding returns or reports which
were required to be filed, if not theretofore filed.

(b) Upon receipt of such returns, the department
shall immediately determine the amount of taxes
including interest, penalties and costs to be payabile, as
well as any delinquent income, withholding, sales, use
and gift taxes, penalties, interest and costs due, and
shall certify such amounts to the court. The court
shall thereupon enter an order directing the executor,
administrator, personal representative or trustee to
pay the amounts found to be due by the department
and take its receipt therefor. The receipt shall be evi-
dence of the payment and shall be filed with the court
before a final distribution of the estate or trust is
ordered and the executor, administrator, personal rep-
resentative or trustee is discharged. The filing of such
receipt shall in no manner affect the obligation of the
executor, administrator, personal representative or
trustee to file income, sales and withholding returns
covering transactions reportable during the final
income year of the estate or trust and to pay income,
sales, use and withholding taxes, penalties, interest
and costs due as the result of such transactions.

(3) REQUIRED FILING MAY BE DISPENSED WITH BY
COURT. Returns of income required to be made by
sub. (2) may be dispensed with by order of the court
having jurisdiction in cases where it is clearly evident
to the court that no income tax is due or to become
due from the trust or estate.

71.14 Situs of income. For purposes of determining
the situs of income under this subchapter:

(1) The estate of a decedent shall be considered resi-
dent at the domicile of the decedent at the time of his
or her death.

(2) A trust created by a decedent at death by will,
contract, declaration of trust or implication of law
shall be considered resident at the domicile of the
decedent at the time of the decedent’s death until
transferred by the court having jurisdiction under s.
72.27 to another court’s jurisdiction. After jurisdic-
tion is transferred, the trust shall be considered resi-
dent at the place to which jurisdiction is transferred.
The hearing to transfer jurisdiction shall be held only
after giving written notice to the department of reve-
nue under s. 879.05.
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(3) Except as provided in sub. (2) and s. 71.04 (1)
(b) 2, trusts created by contract, declaration of trust or
implication of law shall be considered resident at the
place where the trust is being administered. The fol-
lowing trusts shall be considered to be administered in
the state of domicile of the corporate trustee of the
trust at any time that the grantor of the trust is not a
resident of this state:

(a) Trusts that have any assets invested in a com-
mon trust fund, as defined in section 584 of the inter-
nal revenue code, maintained by a bank or trust
company domiciled in this state that is a member of
the same affiliated group, as defined in section 1504 of
the internal revenue code, as the corporate trustee.

(b) Trusts the assets of which in whole or in part are
managed, or about which investment decisions are
made, by a corporation domiciled in this state if that
corporation and the corporate trustee are members of
the same affiliated group, as defined in section 1504 of
the internal revenue code.

71.15 Income computation. (1) The standard
deduction shall not be allowed in computing the tax-
able income of an estate, a trust or a common trust
fund.

(2) A personal exemption for the decedent under s.
71.07 (8) shall not be allowed the executor or adminis-
trator, except against the tax on income of the dece-
dent in the year of death. If the decedent would have
been entitled to an exemption for the decedent’s
spouse or a dependent under s. 71.07 (8), had the dece-
dent lived, such exemption shall be allowed to the
executor or administrator so long as over one-half of
the support of the spouse or dependent is supplied by
the decedent or by the executor or administrator from
the decedent’s estate and the gross income of the
spouse or dependent for the calendar year in which the
taxable year of the executor or administrator begins is
less than $500.

71.16 Allocation of modifications. The Wisconsin
modifications applicable to the Wisconsin taxable
income or Wisconsin adjusted gross income of estates,
trusts and beneficiaries thereof with respect to income
derived from such estates or trusts shall be computed
and allocated as follows:

(1) A modification or portion thereof which relates
to an item of income, gain, loss or deduction which
affects the computation of the federal distributable net
income of the estate or trust for the current year shall
be apportioned among and taken into account by the
fiduciary and the beneficiary or beneficiaries in the
same proportion that the item to which it relates is
considered as distributed among them for federal
income tax purposes.

(2) Any remaining modifications or portions
thereof shall be taken into account by the fiduciary.

(3) If an additional assessment is made against the
fiduciary or any beneficiary as a result of correction of
an erroneous allocation of the modifications applica-
ble to the income of an estate or trust, any overpay-
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ment resulting from consistent application of such
correction to all other taxpayers interested in such
estate or trust shall be refunded notwithstanding any
rule of law which would otherwise bar such refund.

71.17 General provisions. (1) ASSESSMENT OF TRUST
INCOME DISTRIBUTABLE TO NONRESIDENT BENEFICIARY.
The income of a trust distributable or distributed to a
nonresident beneficiary shall be assessed as the
income of other nonresidents is assessed. No personal
exemptions shall be allowed in assessing the income of
such nonresident beneficiary unless that beneficiary
makes a complete return under this chapter.

(2) LIEN ON TRUST ESTATE; INCOME TAXES LEVIED
AGAINST BENEFICIARY. All income taxes levied against
the income of beneficiaries shall be a lien on that por-
tion of the trust estate or interest therein from which
the income taxed is derived, and such taxes shall be
paid by the fiduciary, if not paid by the distributee,
before the same become delinquent. Every person
who, as a fiduciary under the provisions of this sub-
chapter, pays an income tax shall have all the rights
and remedies of reimbursement for any taxes assessed
against him or her or paid by him or her in such capac-
ity, as provided in s. 70.19 (1) and (2).

(3) LIABILITY FOR PAYMENT OF TAXES DUE FROM
DECEDENT. Any income, withholding, sales, use or gift
taxes, penalties, interest and costs found to be due
from a decedent, an estate or a trust for any of the
years open to assessment under s. 71.77 and any delin-
quent income, withholding, sales, use or gift taxes,
penalties, interest and costs found to be due shall be
assessed against and paid by the executor, administra-
tor, personal representative or trustee; any of such
items found to be due after the executor, administra-
tor, personal representative or trustec is discharged
shall be assessed against and paid by the beneficiaries
in the same ratio that their interest in the estate or
trust bears to the total estate or trust.

(4) TRUSTS ESTABLISHED OR MAINTAINED OUT-OF-
STATE; GRANTOR LIABLE FOR TAX. The establishment or
maintenance of a trust outside Wisconsin by a Wis-
consin resident as grantor, the income from which
trust is taxable to the grantor or to any person other
than the trust under the internal revenue code, is
hereby declared to be a tax avoidance device designed
to avoid the legal application of the Wisconsin income
tax to income properly taxable to the grantor or such
other person. Any Wisconsin resident who is the
grantor of such a trust shall be liable for the Wisconsin
income tax on the income of such trust which is feder-
ally taxable to such grantor or other person under the
internal revenue code.

(5) TRUSTS THAT ARE EXEMPT FROM FEDERAL INCOME
TAaX. Trusts exempt from federal income tax pursuant
to subtitle A, chapter I, subchapter F of the internal
revenue code shall to the same extent be exempt from
taxation under this chapter.

SUBCHAPTER 111
PARTNERSHIPS
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71.19 Conformity. Unless specifically provided in
this subchapter, partnerships shall be subject to all of
the provisions, requirements and liabilities of this
chapter, so far as applicable, unless the context
requires otherwise.

71.20 Filing returns. (1) Every partnership shall
furnish to the department a true and accurate state-
ment, on or before April 15 of each year, except that
returns for fiscal years ending on some other date than
December 31 shall be furnished on or before the 15th
day of the 4th month following the close of such fiscal
year, in such manner and form and setting forth such
facts as the department deems necessary to enforce
this chapter. The statement shall be subscribed by one
of the members of the partnership.

(2) Nothing in this section precludes the depart-
ment of revenue from requiring any person other than
a corporation to file an income tax return when in the
judgment of the department a return should be filed.

71.21 Computation. (1) The net income of a part-
nership shall be computed in the same manner and on
the same basis as provided for computation of the
income of persons other than corporations.

(2) The standard deduction shall not be allowed in
computing the taxable income of a partnership.

(3) The credits unders. 71.28 (4) and (5) may not be
claimed by a partnership or by partners.

SUBCHAPTER IV
TAXATION OF CORPORATIONS

71.22 Definitions. In this chapter in regard to cor-
porations and to nuclear decommissioning trust or
reserve funds:

(1) “Corporation” includes corporations, joint
stock companies, associations or common law trusts
organized or conducted for profit, unless the context
requires otherwise.

(2) “Entertainment corporation” means a domestic
or foreign corporation which derives income from
amusement, entertainment or sporting events in this
state or from the services of an entertainer, as defined
ins. 71.01 (2).

(3) “Gain” means gain as computed under the
internal revenue code.

(4) Except as provided in sub. (5) and ss. 71.26 (2)
and 71.42 (2), “internal revenue code”, for taxable
year 1987 and subsequent years, means the federal
internal revenue code as amended to December 31,
1986, as it applies to taxable year 1987 and subsequent
years, except that that code does not include amend-
ments to the federal internal revenue code enacted
after December 31, 1986, and except that that code is
modified as provided in s. 71.26 (2) and (3).

(5) Notwithstanding s. 71.26 (2) and (3), for corpo-
rations, at the taxpayer’s option, “internal revenue
code”, for taxable year 1986 and subsequent taxable
years, includes any revisions to the federal internal
revenue code adopted after January 1, 1986, that
relate to the taxation of income derived from any
source as a direct consequence of participation in the
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milk production termination program created by sec-
tion 101 of P.L. 99-198.

(6) “Loss” means loss as computed under the inter-
nal revenue code.

(7) “Nuclear decommissioning reserve fund” and
“nuclear decommissioning trust fund” have the mean-
ings under section 468A of the internal revenue code.

(8) “Paid” or *‘actually paid” are to be construed in
each instance in the light of the method used in com-
puting taxable income whether on the accrual or
receipt basis.

(9) “Person” includes corporations, unless the con-
text requires otherwise.

(10) “Taxable year” means the taxable year coin-
ciding with the calendar year named and all other tax-
able years ending on or after July 1 in that calendar
year or on or before the June 30 of the following calen-
dar year. The taxable period for the taxable year is the
taxable period upon the basis of which the taxable
income of the taxpayer is computed for federal income
tax purposes. The taxable year of a corporation that
keeps its accounting records on the basis of a 52-53
week period ends on the last day of the month closest
to the end of the 52-53 week period.

(11) Except as provided in s. 71.45 (2), “Wisconsin
net income”, for corporations engaged in business
wholly within this state, means net income and, for
corporations engaged in business both within and
outside this state, means the amount assigned to this
state under s. 71.25 (6) or by a separate accounting or
allocation, if allowed under s. 71.25 (6), or by another
method approved under s. 71.25 (11) or (12).

71.23 Imposition of tax. (1) INCOME TAX. For the
purpose of raising revenue for the state and the coun-
ties, cities, villages and towns, there shall be assessed,
levied, collected and paid a tax as provided under this
chapter on all Wisconsin net incomes of corporations
which are not subject to the franchise tax under sub.
(2) and which own property within this state or whose
business within this state during the taxable year,
except as provided under sub. (3), consists exclusively
of foreign commerce, interstate commerce, or both;
except as exempted under s. 71.26 (1). This section
shall not be construed to prevent or affect the correc-
tion of errors or omissions in the assessments of
income for former years under s. 71.74 (1) and (2).

(2) FraNcHISE TAX. For the privilege of exercising
its franchise or doing business in this state in a corpo-
rate capacity, except as provided under sub. (3), every
domestic or foreign corporation, except corporations
specified in s. 71.26 (1), and every nuclear decommis-
sioning trust or reserve fund shall annually pay a
franchise tax according to or measured by its entire
Wisconsin net income of the preceding taxable year at
the rate set forth in s. 71.27 (2). In addition, except as
provided in sub. (3) and s. 71.26 (1), a corporation
that ceases doing business in this state and a nuclear
decommissioning trust or reserve fund that is termi-
nated shall pay a special franchise tax according to or
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measured by its entire Wisconsin net income for the
taxable year during which the corporation ceases
doing business in this state or the nuclear decommis-
sioning trust or reserve fund is terminated at the rates
unders. 71.27 (2). Every corporation organized under
the laws of this state shall be deemed to be residing
within this state for the purposes of this franchise tax.
All provisions of this chapter and ch. 73 relating to
income taxation of corporations shall apply to
franchise taxes imposed under this subsection, unless
the context requires otherwise. The tax imposed by
this subsection on national banking associations shall
be in lieu of all taxes imposed by this state on national
banking associations to the extent it is not permissible
to tax such associations under federal law.

(3) ACTIVITIES THAT DO NOT CREATE NEXUS. A for-
eign corporation may do business, exercise its
franchise and own property in this state to the limited
extent referred to in the following activities, in addi-
tion to those activities permitted under P.L. 86-272,
without subjecting itself to the imposition of the
income or franchise tax under subs. (1) and (2):

(a) The storage for any length of time in this state in
or on property owned by a person other than the for-
eign corporation of its tangible personal property and
the delivery of its tangible personal property to
another person in this state when such storage and
delivery is for fabricating, processing, manufacturing
or printing by that other person in this state.

(b) The storage for any length of time in this state in
or on property owned by a person other than the for-
eign corporation, and the shipment or delivery outside
this state by another person in this state, of the entire
amount of the foreign corporation’s tangible personal
property fabricated, processed, manufactured or
printed in this state.

(c) If the foreign corporation is a publisher, the pur-
chase from a printer of a printing service or of tangible
personal property printed in this state for the pub-
lisher and the storage of the printed material for any
length of time in this state in or on property owned by
a person other than the publisher, whether or not the
tangible personal property is subsequently resold or
delivered in this state or shipped or delivered outside
this state.

71.24 Filing returns; extensions; payment of tax. (1)
FILING RETURNS. Every corporation, except corpora-
tions all of whose income is exempt from taxation,
shall furnish to the department a true and accurate
statement, on or before March 15 of each year (except
that returns for fiscal years ending on some other date
than December 31 shall be furnished on or before the
15th day of the 3rd month following the close of such
fiscal year) in such manner and form and setting forth
such facts as the department deems necessary to
enforce this chapter. Such statement shall be sub-
scribed by the president, vice president, treasurer,
assistant treasurer, chief accounting officer or any
other officer duly authorized so to act. In the case of a
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return made for a corporation by a fiduciary such
fiduciary shall subscribe the return. The fact that an
individual’s name is subscribed on the return shall be
prima facie evidence that such individual is authorized
to subscribe the return on behalf of the corporation.

(2) CopriEs OF FEDERAL RETURN. Each corporation
that is required to file a return under this section shall
file with that return a copy of its federal income tax
return for the same taxable year.

(3) INACTIVE CORPORATIONS. Whenever a corpora-
tion has been completely inactive for an entire taxable
year, in lieu of filing the statements and information
otherwise required by this section, it may file a decla-
ration, on a form to be provided by the department,
subscribed by its president, if a resident of this state,
and, if not a resident, then by another officer residing
in this state, attesting to such inactivity. Such declara-
tion must be filed prior to the otherwise due date for
its Wisconsin return for such taxable year. Thereafter
the corporation need not file such statements or infor-
mation for any subsequent year unless specifically
requested to do so by the department or unless in a
subsequent year the corporation has been activated or
reactivated.

(4) FILING RETURNS BY RECEIVER, TRUSTEE IN BANK-
RUPTCY OR ASSIGNEE. If a receiver, trustee in bank-
ruptey or assignee, by order of a court, by operation of
law or otherwise, has possession of all or substantially
all of the property or business of a corporation,
whether or not such property or business is being
operated, such receiver, trustee or assignee shall make
the return of income for such corporation in the man-
ner and form that corporations are required to make
such returns.

(5) DEPARTMENT MAY REQUIRE FILING. Nothing
contained in this section shall preclude the department
from requiring any corporation to file a return when
in the judgment of the department a return should be
filed.

(6) CHANGING REPORTING PERIOD. (a) Corpora-
tions may not change their basis of reporting from a
calendar year to a fiscal year, from a fiscal year to a
calendar year, or from one fiscal year to another with-
out first obtaining the approval of the department of
revenue unless the internal revenue service has
approved the change or unless the change, including a
change to a short taxable year, is required by the inter-
nal revenue code before approval by the internal reve-
nue service and the reason for the change is explained
in the first return filed for the new taxable year. Cor-
porations that make changes on the basis of federal
changes shall submit a copy of the internal revenue
service’s notice of approval, if prior federal approval,
other than expeditious approval, was required, or
requirement, if prior federal approval was not
required or if the corporation qualifies for expeditious
approval, to the department of revenue along with the
return for the first taxable year for which the change
applies.
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(b) If a corporation changes its basis of reporting
from a calendar year to a fiscal year a separate return
shall be made for the period between the close of the
last calendar year and the date designated as the close
of the fiscal year. If the change is from a fiscal year to
a calendar year, a separate return shall be made for the
period between the close of the last fiscal year and the
following December 31. If the change is from one fis-
cal year to another fiscal year a separate return shall
be made for the period between the close of the former
fiscal year and the date designated as the close of the
new fiscal year. In no case shall a separate income tax
return be made for a period of more than 12 months.

(c) When a separate corporation income tax return
is made for a fractional part of a year the income shall
be computed and reported on the basis of the period
for which the separate return is made, and such frac-
tional part of a year shall constitute an income year,
except that if a corporation terminates, under section
1362 (d) (1) or (2) of the internal revenue code, its elec-
tion to be treated as an S corporation for federal
income tax purposes the corporation may allocate its
items of income, loss or deduction between its short
taxable year as a tax-option corporation and its short
taxable year as a nontax-option corporation accord-
ing to the method under section 1362 (e) (2) of the
internal revenue code.

(d) If a separate income tax return is made for a
short period under par. (b) on account of a change in
the income year, the net income for such short period
shall be placed on an annual basis by multiplying the
amount thereof by 12 and dividing by the number of
months included in the period for which the separate
return is made. The tax shall be such part of the tax
computed on such annual basis as the number of
months in such short period is of 12 months.

(7) ExteEnsions. In the case of a corporation
required to file a return, when sufficient reason is
shown, the department of revenue may on written
request allow such further time for making and deliv-
ering the return as is considered necessary, not to
exceed 30 days or in the case of a cooperative filing a
return or a domestic international sales corporation,
as defined in s. 71.30 (5), not to exceed 6 months. Any
extension of time granted by law or by the internal
revenue service for the filing of corresponding federal
returns shall extend the time for filing under this chap-
ter if a copy of any extension requested of the internal
revenue service is filed with the return. Termination
of an automatic extension by the internal revenue ser-
vice, or its refusal to grant such automatic extension,
shall similarly require that any returns due under this
chapter are due on or before the date for termination
fixed by the internal revenue service. Except for pay-
ments of estimated taxes, income taxes payable upon
the filing of the tax return shall not become delinquent
during such extension period, but shall be subject to
interest at the rate of 12% per year during such period.
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(8) PaYMENT OF TAX. All income and franchise
taxes shall be paid to the department of revenue, at its
office at Madison or at such other place the depart-
ment designates.

(9) DELINQUENCIES. (a) Corporation franchise and
income taxes not paid on or before the 15th day of the
3rd month following the close of the income year shall
be deemed delinquent.

(b) Additional income taxes assessed under s. 71.74
(1) to (5), (7) and (8) shall become delinquent if not
paid on or before the due date stated in the notice to
the taxpayer.

(10) ADVANCE PAYMENTS. The department of reve-
nue shall accept in advance income taxes and surtaxes
from taxpayers desirous of making such payments
before the same shall become due and payable.
Advance payment of taxes under this subsection shall
not relieve the taxpayer from additional taxes which
may result from subsequent legislation or from addi-
tional taxable income disclosed or discovered subse-
quent to such payment.

(11) SMALL BALANCES. No person is required to pay
a balance due of less than $1.

71.25 Situs of income; allocation and appertionment.
For purposes of determining the situs of income under
this section:

(1) BENEFICIARIES. The situs of income derived by
any taxpayer as the beneficiary of the estate of a dece-
dent or of a trust estate shall be determined as if such
income had been received without the intervention of
a fiduciary.

(2) GrRANTOR TRUSTS. The situs of income received
by a trustee, which income, under the internal revenue
code, is taxable to the grantor of the trust or to any
person other than the trust, shall be determined as if
such income had been actually received directly by
such grantor or such other person, without the inter-
vention of the trust.

(4) CORPORATIONS ENGAGED IN BUSINESS WHOLLY
WITHIN THIS STATE. For corporations engaged in busi-
ness wholly within this state, all income is subject to,
or included in the measure of, the Wisconsin income
or franchise tax.

(5) CORPORATIONS ENGAGED IN BUSINESS BOTH
WITHIN AND WITHOUT THE STATE. (a) Apportionable
income. Except as provided in sub. (6), corporations
engaged in business both within and without this state
are subject to apportionment. Apportionable income
includes all income or loss of corporations, other than
nonapportionable income as specified in par. (b),
including, but not limited to, income, gain or loss
from the following sources:

1. Sale of inventory.

2. Farms, mines and quarries.

3. Sale of scrap and by-products.

4. Commissions.

5. Sale of real property or tangible personal prop-
erty used in the production of business income.

6. Royalties from intangible assets.
7. Redemption of securities.

8. Interest on trade accounts and trade notes
receivable.

9. Interest and dividends if the operations of the
payer are unitary with those of the payee, or if those
operations are not unitary but the investment activity
from which that income is derived is an integral part
of a unitary business and the payer and payee are
neither affiliates nor related as parent company and
subsidiary. In this subdivision, “investment activity”
includes decision making relating to the purchase and
sale of stocks and other securities, investing surplus
funds and the management and record keeping associ-
ated with corporate investments, not including activi-
ties of a broker or other agent in maintaining an
investment portfolio.

10. Sale of intangible assets if the operations of the
company in which the investment was made were uni-
tary with those of the investing company, or if those
operations were not unitary but the investment activ-
ity from which that gain or loss was derived is an inte-
gral part of a unitary business and the companies were
neither affiliates nor related as parent company and
subsidiary. In this subdivision, “investment activity”
has the meaning given under subd. 9.

11. Management fees.

12. Franchise fees.

13. Treble damages.

14. A general partner’s share of income or loss from
a partnership.

15. A limited partner’s share of income or loss from
a partnership if the investment activity from which
that share of income or loss is derived is an integral
part of a unitary business. In this subdivision, “invest-
ment activity” has the meaning given under subd. 9.

16. Foreign exchange gain or loss.

17. Sale of receivables.

18. Rentals of, or royalties from, real property or
tangible personal property if that real property or tan-
gible personal property is used in the business.

19. Sale or exchange of petroleum at the wellhead.

20. Personal services performed by employes of the
corporation.

21. Patents, copyrights, trademarks, trade names,
plans, specifications, blueprints, processes, tech-
niques, formulas, designs, layouts, patterns, drawings,
manuals and technical know-how.

22. Redemption of the corporation’s bonds.

23. Interest on state and federal tax refunds on bus-
iness income or business property.

(b) Nornapportionable income. 1. Income, gain or
loss from the sale of nonbusiness real property or non-
business tangible personal property, rental of non-
business real property or nonbusiness tangible
personal property and royalties from nonbusiness real
property or nonbusiness tangible personal property
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are nonapportionable and shall be allocated to the
situs of the property.

2. All income, gain or loss from intangible property
that is earned by a personal holding company, as
defined in section 542 of the internal revenue code, as
amended to December 31, 1974, shall be allocated to
the residence of the taxpayer.

(6) ALLOCATION AND SEPARATE ACCOUNTING AND
APPORTIONMENT FORMULA. Corporations engaged in
business within and without the state shall be taxed
only on such income as is derived from business trans-
acted and property located within the state. The
amount of such income attributable to Wisconsin may
be determined by an allocation and separate account-
ing thereof, when the business of such corporation
within the state is not an integral part of a unitary bus-
iness, but the department of revenue may permit an
allocation and separate accounting in any case in
which it is satisfied that the use of such method will
properly reflect the income taxable by this state. In all
cases in which allocation and separate accounting is
not permissible, the determination shail be made in
the following manner: for all businesses except finan-
cial organizations and public utilities there shall first
be deducted from the total net income of the taxpayer
the part thereof (less related expenses, if any) that fol-
lows the situs of the property or the residence of the
recipient. The remaining net income shall be appor-
tioned to Wisconsin by use of an apportionment frac-
tion composed of a sales factor under sub. (9)
representing 50% of the fraction, a property factor
under sub. (7) representing 25% of the fraction and a
payroll factor under sub. (8) representing 25% of the
fraction.

(7) PROPERTY FACTOR. For purposes of sub. (5):

(a) The property factor is a fraction, the numerator
of which is the average value of the taxpayer’s real and
tangible personal property owned or rented and used
in this state during the tax period and the denomina-
tor of which is the average value of all the taxpayer’s
real and tangible personal property owned or rented
and used during the tax period. Cash on hand or in
the bank, shares of stock, notes, bonds, accounts
receivable, or other evidence of indebtedness, special
privileges, franchises, goodwill, or property the
income of which is not taxable or is separately allo-
cated, shall not be considered tangible property nor
included in the apportionment.

(b) Property used in the production of nonappor-
tionable income or losses shall be excluded from the
numerator and denominator of the property factor.
Property used in the production of both apportion-
able and nonapportionable income or losses shall be
partially excluded from the numerator and denomina-
tor of the property factor so as to exclude, as near as
possible, the portion of such property producing the
nonapportionable income or loss.

(c) Property owned by the taxpayer is valued at its
original cost. Property rented by the taxpayer is val-
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ued at 8 times the net annual rental. Net annual rental
is the annual rental paid by the taxpayer less any
annual rental received by the taxpayer from sub-
rentals.

(d) The average value of property shall be deter-
mined by averaging the values at the beginning and
ending of the tax period but the secretary of revenue
may require the averaging of monthly values during
the tax period if reasonably required to reflect prop-
erly the average value of the taxpayer’s property.

(8) PAYROLL FACTOR. For purposes of sub. (5):

(a) The payroll factor is a fraction, the numerator
of which is the total amount paid in this state during
the tax period by the taxpayer for compensation, and
the denominator of which is the total compensation
paid everywhere during the tax period.

(b) Compensation is paid in this state if:

1. The individual’s service is performed entirely
within this state;

2. The individual’s service is performed within and
without this state, but the service performed without
this state is incidental to the individual’s service within
this state;

3. A portion of the service is performed within this
state and the base of operations of the individual is in
this state;

4. A portion of the service is performed within this
state and, if there is no base of operations, the place
from which the individual’s service is directed or con-
trolled is in this state;

5. A portion of the service is performed within this
state and neither the base of operations of the individ-
ual nor the place from which the service is directed or
controlled is in any state in which some part of the
service is performed, but the individual’s residence is
in this state; or

6. The individual is neither a resident of nor per-
forms services in this state but is directed or controlled
from an office in this state and returns to this state
periodically for business purposes and the state in
which the individual resides does not have jurisdiction
to impose income or franchise taxes on the employer.

(c) Compensation related to the operation, mainte-
nance, protection or supervision of property used in
the production of both apportionable and nonappor-
tionable income or losses shall be partially excluded
from the numerator and denominator of the payroll
factor so as to exclude, as near as possible, the portion
of pay related to the operation, maintenance, protec-
tion and supervision of property used in the produc-
tion of nonapportionable income.

(d) In this subsection, compensation includes
deductible management or service fees paid to a
related corporation as consideration for the perform-
ance of personal services, and the situs of those fees is
in this state if the services fulfill one of the require-
ments under par. (b). The recipient of the fees may
not include the compensation paid to its employes
with respect to personal services in either the numera-
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tor or denominator of its payroll factor. Except for
management or service fees, payments made to a
related corporation, an independent contractor or any
person not properly classifiable as an employe are
excluded. In this paragraph, “related corporation™
means a corporation which is part of a controlled
group as defined in section 267 (f) (1) of the internal
revenue code.

(e) If the company has no employes and pays no
management or service fees or the department deter-
mines that employes are not a substantial income-pro-
ducing factor and that the management or service fees
paid are insubstantial, the department may order or
permit the elimination of the payroll factor and use
only the arithmetical average of the other 2 factors to
arrive at the Wisconsin apportionment percentage.

(9) SALES FACTOR. For purposes of sub. (5):

(a) The sales factor is a fraction, the numerator of
which is the total sales of the taxpayer in this state dur-
ing the tax period, and the denominator of which is
the total sales of the taxpayer everywhere during the
tax period. For calendar year 1979 or corresponding
fiscal year, and thereafter, with respect to sales of tan-
gible personal property the numerator of the sales fac-
tor is the sales of the taxpayer during the tax period
under par. (b) other than sales deemed to be in this
state because the taxpayer is not within the jurisdic-
tion of the destination state for income tax purposes
plus 50% of the sales deemed to be in this state
because the taxpayer is not within the jurisdiction of
the destination state for income tax purposes.

(b) Sales of tangible personal property are in this
state if: the property is delivered or shipped to a pur-
chaser, other than the United States government,
within this state regardless of the f.0.b. point or other
conditions of the sale; or the property is shipped from
an office, store, warehouse, factory or other place of
storage in this state and the purchaser is the United
States government or the taxpayer is not within the
jurisdiction, for income tax purposes of the destina-
tion state.

(c) Sales of tangible personal property by an office
in this state to a purchaser in another state and not
shipped or delivered from this state are in this state if
the taxpayer is not within the jurisdiction for income
tax purposes of either the state from which the prop-
erty is delivered or shipped or of the destination state.

(d) Sales, other than sales of tangible personal
property, are in this state if the income-producing
activity is performed in this state. If the income-pro-
ducing activity is performed both in and outside this
state the sales shall be divided between those states
having jurisdiction to tax such business in proportion
to the direct costs of performance incurred in each
such state in rendering this service. Services per-
formed in states which do not have jurisdiction to tax
the business shall be deemed to have been performed
in the state to which compensation is allocated by sub.

(8).
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(e) Sales defined. In this subsection, ‘‘sales”
includes, but is not limited to, the following items
related to the production of business income:

1. Gross receipts from the sale of inventory.

2. Gross receipts from the operation of farms,
mines and quarries.

3. Gross receipts from the sale of scrap or by-
products.

4. Gross commissions.

5. Gross receipts from personal and other services.

6. Gross rents from real property or tangible per-
sonal property.

7. Interest on trade accounts and trade notes
receivable.

8. A general partner’s share of the partnership’s
gross receipts.

9. Gross management fees.

10. Gross royalties from
activities.

11. Gross franchise fees from income-producing
activities.

() Items that are not sales. The following items are
among those that are not included in “‘sales™ in this
subsection:

1. Gross receipts and gain or loss from the sale of
tangible business assets, except those under par. (e) 1,
2 and 3.

2. Gross receipts and gain or loss from the sale of
nonbusiness real or tangible personal property.

3. Gross rents and rental income or loss from real
property or tangible personal property if that real
property or tangible personal property is not used in
the production of business income.

4. Royalties from nonbusiness real property or
nonbusiness tangible personal property.

5. Proceeds and gain or loss from the redemption of
securities.

6. Interest, except interest under par. (¢) 7, and
dividends.

7. Gain or loss from the sale of intangible assets.

8. Dividends deductible by corporations in deter-
mining net income.

9. Gross receipts and gain or loss from the sale of
securities.

10. Proceeds and gain or loss from the sale of
receivables.

11. Refunds, rebates and recoveries of amounts
previously expended or deducted.

12. Other items not includable in apportionable
income.

13. Foreign exchange gain or loss.

14. Royalties and income from passive investments
in the property under sub. (5) (a) 21.

15. A limited partner’s share of income or loss from
a partnership.

(10) FINANCIAL ORGANIZATIONS AND PUBLIC UTILI-
TIES. (a) In this section, “financial organization”

income-producing
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means any bank, trust company, savings bank, indus-
trial bank, land bank, safe deposit company, private
banker, savings and loan association, credit union,
cooperative bank, small loan company, sales finance
company, investment company, brokerage house,
underwriter or any type of insurance company.

(b) In this section, “public utility”” means any busi-
ness entity which owns or operates any plant, equip-
ment, property, franchise, or license for the
transmission of communications or the production,
transmission, sale, delivery, or furnishing of electric-
ity, water or steam the rates of charges for goods or
services of which have been established or approved
by a federal, state or local government or governmen-
tal agency. ‘“‘Public utility” also means any business
entity providing service to the public and engaged in
the transportation of goods and persons for hire, as
defined in s. 194.01 (4), regardless of whether or not
the entity’s rates or charges for services have been
established or approved by a federal, state or local
government or governmental agency.

(c) The net business income of financial organiza-
tions and public utilities requiring apportionment
shall be apportioned pursuant to rules of the depart-
ment of revenue, but the income taxed is limited to the
income derived from business transacted and property
located within the state.

(11) DEPARTMENT MAY WAIVE FACTOR. Where, in
the case of any corporation engaged in business within
and without the state of Wisconsin and required to
apportion its income as provided in sub. (6), it shall be
shown to the satisfaction of the department of revenue
that the use of any one of the 3 factors provided in
sub. (6) gives an unreasonable or inequitable final
average ratio because of the fact that such corporation
does not employ, to any appreciable extent in its trade
or business in producing the income taxed, the factors
made use of in obtaining such ratio, this factor may,
with the approval of the department of revenue, be
omitted in obtaining the final average ratio which is to
be applied to the remaining net income.

(12) DEPARTMENT MAY APPORTION BY RULE. If the
income of any such corporation properly assignable to
the state of Wisconsin cannot be ascertained with rea-
sonable certainty by the methods under this section,
then the same shall be apportioned and allocated
under such rules as the department of revenue may
prescribe.

71.26 Income computation. (1) EXEMPT AND
EXCLUDABLE INCOME. There shall be exempt from tax-
ation under this subchapter income as follows:

(a) Certain corporations. Income of railroad corpo-
rations and sleeping car companies, of car line compa-
nies from operation of car line equipment as defined in
s. 76.39, and corporations organized under ch. 185 or
operating under subch. I of ch. 616 which are bona
fide cooperatives operated without pecuniary profit to
any shareholder or member, or operated on a cooper-
ative plan pursuant to which they determine and dis-
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tribute their proceeds in substantial compliance with
s. 185.45, and of all religious, scientific, educational,
benevolent or other corporations or associations of
individuals not organized or conducted for pecuniary
profit. This paragraph does not apply to the income
of mutual savings banks, mutual loan corporations or
savings and loan associations. This paragraph applies
to the income of credit unions except to the income of
any credit union that is derived from public deposits
for any taxable year in which the credit union is
approved as a public depository under ch. 34 and acts
as a depository of state or local funds unders. 186.113
(20). For purposes of this paragraph, the income of a
credit union that is derived from public deposits is the
product of the credit union’s gross annual income for
the taxable year multiplied by a fraction, the numera-
tor of which is the average monthly balance of public
deposits in the credit union during the taxable year,
and the denominator of which is the average monthly
balance of all deposits in the credit union during the
taxable year.

(b) Political units. Income received by the United
States, the state and all counties, cities, villages, school
districts, vocational, technical and adult education
districts or other political units of this state.

(c)  Cooperative associations or corporations.
Income of cooperative associations or corporations
engaged in marketing farm products for producers,
which turn back to such producers the net proceeds of
the sales of their products; provided that such corpo-
rations or associations have at least 25 stockholders or
members delivering such products and that their divi-
dends have not, during the preceding 5 years,
exceeded 8% per year; also income of associations and
corporations engaged solely in processing and mar-
keting farm products for one such cooperative associ-
ation or corporation and which do not charge for such
marketing and processing more than a sufficient
amount to pay the cost of such marketing and
processing and 8% dividends on their capital stock
and to add 5% to their surplus.

(d) Bank in liguidation. Income of any bank placed
in the hands of the commissioner of banking for liqui-
dation under s. 220.08, if the tax levied, assessed or
collected under this chapter on account of such bank
diminishes the assets thereof so that full payment of all
depositors cannot be made. Whenever the commis-
sioner of banking certifies to the department of reve-
nue that the tax or any part thereof levied and assessed
under this chapter against any such bank will so
diminish the assets thereof that full payment of all
depositors cannot be made, the department shall can-
cel and abate such tax or part thereof, together with
any penalty thereon. This paragraph shall apply to
unpaid taxes which were levied and assessed subse-
quent to the time the bank was taken over by the com-
missioner of banking,

(e) Menominee Indian tribe; distribution of assets.
No distribution of assets from the United States to the
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members of the Menominee Indian tribe as defined in
s. 49.085 or their lawful distributees, or to any corpo-
ration, or organization, created by the tribe or at its
direction pursuant to section 8 of P.L. 83-399, as
amended, and no issuance of stocks, bonds, certifi-
cates of indebtedness, voting trust certificates or other
securities by any such corporation or organization, or
voting trust, to such members of the tribe or their law-
ful distributees shall be subject to income taxes under
this chapter; provided that so much of any cash distri-
bution made under said P.L. 83-399 as consists of a
share of any interest earned on funds deposited in the
treasury of the United States pursuant to the supple-
mental appropriation act, 1952, (65 Stat. 736, 754)
shall not by virtue of this paragraph be exempt from
the individual income tax of this state in the hands of
the recipients for the year in which paid. For the pur-
pose of ascertaining the gain or loss resulting from the
sale or other disposition of such assets and stocks,
bonds, certificates of indebtedness and other securities
under this chapter, the fair market value of such prop-
erty, on termination date as defined in s. 70.057 (1),
1967 stats., shall be the basis for determining the
amount of such gain or loss.

(2) NET INCOME. (a) Corporations in general. The
“net income” of a corporation means the gross
income as computed under the internal revenue code
as modified under sub. (3) plus the amount of credit
computed under s. 71.28 (1) and (3) to (5) plus the
amount of losses from the sale or other disposition of
assets the gain from which would be wholly exempt
income, as defined in sub. (3) (L), if the assets were
sold or otherwise disposed of at a gain and minus
deductions, as computed under the internal revenue
code as modified under sub. (3), plus or minus, as
appropriate, an amount equal to the difference
between the federal basis and Wisconsin basis of any
asset sold, exchanged, abandoned or otherwise dis-
posed of in a taxable transaction during the taxable
year, except as provided in par. (b) and s. 71.45 (2).

(b) Regulated investment companies, real estate
mortgage investment conduits and real estate invest-
ment trusts. For taxable year 1987 and subsequent
years, for a corporation, conduit or common law trust
which qualifies as a regulated investment company,
real estate mortgage investment conduit or real estate
investment trust under the internal revenue code as
amended to December 31, 1986, as it applies to tax-
able year 1987 and subsequent years, “net income”
means the federal regulated investment company tax-
able income, federal real estate mortgage investment
conduit taxable income or federal real estate invest-
ment trust taxable income of the corporation, conduit
or trust as determined under the internal revenue code
as amended to December 31, 1986, as it applies to tax-
able year 1987 and subsequent years, without regard
to sub. (3) and s. 71.22 (4), except that property that,
unders. 71.02 (1) (c) 8 to 11, 1985 stats., is required to
be depreciated for taxable years 1983 to 1986 under
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the internal revenue code as amended to December 31,
1980, shall continue to be depreciated under the inter-
nal revenue code as amended to December 31, 1980.
Amendments to the internal revenue code enacted
after December 31, 1986, do not apply to this para-
graph with respect to taxable year 1987 and thereafter.

(3) MopiricaTiONS. The income of a corporation
shall be computed under the internal revenue code,
except a corporation under sub. (2) (b), as modified in
the following ways:

(a) Section 78 (relating to treating taxes as divi-
dends) is excluded.

(b) Section 103 (relating to an exemption for inter-
est) is excluded.

(¢) Section 108 (b) (relating to reduction of tax
attributes) is modified so that the net operating loss
under sub. (4), not the federal net operating loss, and
Wisconsin credits, not federal credits, are applied.

(d) Section 133 (relating to an exclusion for inter-
est) is excluded.

(e) Section 162 (relating to trade or business
expenses) is modified so that payments for wages, sal-
aries, commissions and bonuses of employes and
officers may be deducted only if the name, address and
amount paid to each resident of this state to whom
compensation of $600 or more has been paid during
the taxable year is reported or if the department of
revenue is satisfied that failure to report has resulted
in no revenue loss to this state and so that payments
for rent may be deducted only if the amount paid,
together with the names and addresses of the parties
to whom rent has been paid, is reported as provided
under s. 71.70 (2).

() Section 164 (a) is modified so that foreign taxes
are not deductible unless the income on which the tax
is based is taxable under this chapter and so that gross
receipts taxes assessed in lieu of property taxes, the
license fees under ss. 76.28 and 76.38 and the tax under
s. 70.375 are deductible.

(g) Section 164 (a) (3) is modified so that state taxes
and taxes of the District of Columbia on or measured
by all or a portion of net income, gross income, gross
receipts or capital stock are not deductible.

(h) Section 164 (a) (4) (relating to a deduction for
the windfall profits tax) is excluded.

(i) Section 172 is excluded and replaced by the
treatment of business loss carry-forwards under sub.
4.

(G) Sections 243, 244, 245, 246 and 246A are
excluded and replaced by the rule that corporations
may deduct from income dividends received from a
corporation with respect to its common stock if the
corporation receiving the dividends owns, directly or
indirectly, during the entire taxable year at least 80%
of the total combined voting stock of the payor corpo-
ration and dividends received from a corporation that
filed a return under this chapter, that is subject to tax
under this chapter, that did not deduct the dividends
under this chapterand 50% or more of the net income
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or loss of which, after adjustment for tax purposes,
was used in computing taxable income under this
chapter. In this paragraph, “dividends received”
means gross dividends minus taxes on those dividends
paid to a foreign nation and claimed as a deduction
under this chapter.

(k) Section 247 (relating to dividends on preferred
stock of public utilities) is excluded.

(L) Section 265 is excluded and replaced by the rule
that any amount otherwise deductible under this
chapter that is directly or indirectly related to income
wholly exempt from taxes imposed by this chapter or
to losses from the sale or other disposition of assets
the gain from which would be exempt under this para-
graph if the assets were sold or otherwise disposed of
at a gain is not deductible. In this paragraph, “wholly
exempt income”, for corporations subject to franchise
or income taxes, includes amounts received from affil-
iated or subsidiary corporations for interest, dividends
or capital gains that, because of the degree of common
ownership, control or management between the payor
and payee, are not subject to taxes under this chapter.
In this paragraph, “wholly exempt income”, for cor-
porations subject to income taxation under this chap-
ter, also includes interest on obligations of the United
States. In this paragraph, “wholly exempt income”
does not include income excludable, not recognized,
exempt or deductible under specific provisions of this
chapter. If any expense or amount otherwise deduct-
ible is indirectly related both to wholly exempt income
or loss and to other income or loss, a reasonable pro-
portion of the expense or amount shall be allocated to
each type of income or loss, in light of all the facts and
circumstances.

(m) Section 267 (relating to transactions between
related taxpayers) is modified so that gains may be
reduced only if the corresponding loss was incurred
while the corporation was subject to tax under this
chapter.

(n) Sections 381, 382 and 383 (relating to carry-
overs in certain corporate acquisitions) are modified
so that they apply to losses under sub. (4) and credits
under s. 71.28 (3) to (5) instead of to federal credits
and federal net operating losses.

(0) Section 468A (relating to nuclear decommis-
sioning trust and reserve funds) is modified so that the
deduction under section 468A (a) is allowed only if the
fund is subject to tax under this chapter.

{p) Sections 501 to 528 (relating to exempt organi-
zations) are excluded and exemptions are limited to
those allowed under sub. (1).

(q) Sections 613 and 613A (relating to percentage
depletion) are excluded.

(r) Sections 921 to 927 (relating to foreign sales cor-
porations) are excluded.

(s) Sections 951 to 964 (relating to controlled for-
eign corporations) are excluded.

(t) Sections 991 to 994, 995 as amended by section
802 of P.L. 98-369, and section 999 as amended by sec-
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tion 802 of P.L. 98-369 (relating to domestic interna-
tional sales corporations) are excluded.

(u) Section 1017 (relating to adjustments to basis
because of discharge of indebtedness) is modified to
reflect the modification under par. (c).

(v) Section 1033 is modified so that it does not
apply to involuntary conversions of property in this
state that produces nonbusiness income and that is
replaced with similar property outside this state and to
involuntary conversions of property in this state that
produces business income and that is replaced with
property outside this state if at the time of replacement
the taxpayer is not subject to tax under this chapter.

(w) Section 1366 (f) (relating to pass-through of
items to shareholders) is modified by substituting the
tax under s. 71.35 for the tax under section 1374.

(x) Sections 1501 to 1505, 1551, 1552, 1563 and
1564 (relating to consolidated returns) are excluded.

(y) A corporation may compute amortization and
depreciation under either the federal internal revenue
code as amended to December 31, 1986, as it applies
to taxable year 1987, or the federal internal revenue
code in effect for the taxable year for which the return
is filed, except that property first placed in service by
the taxpayer on or after January 1, 1983, but before
January 1, 1987, that, under s. 71.04 (15) (b) and (br),
1985 stats., is required to be depreciated under the
internal revenue code as amended to December 31,
1980, and property first placed in service in taxable
year 1981 or thereafter but before January 1, 1987,
that, under s. 71.04 (15) (bm), 1985 stats., is required
to be depreciated under the internal revenue code as
amended to December 31, 1980, shall continue to be
depreciated under the internal revenue code as
amended to December 31, 1980.

(4) NET BUSINESS LOSS CARRY-FORWARD. A corpo-
ration, except a tax-option corporation or an insurer
to which s. 71.45 (4) applies, may offset against its
Wisconsin net business income any Wisconsin net
business loss sustained in any of the next 15 preceding
taxable years to the extent not offset by other items of
Wisconsin income in the loss year and by Wisconsin
net business income of any year between the loss year
and the income year for which an offset is claimed.
For purposes of this subsection Wisconsin net busi-
ness income or loss shall consist of all the income
attributable to the operation of a trade or business in
this state, less the business expenses allowed as deduc-
tions in computing net income. The Wisconsin net
business income or loss of corporations engaged in
business within and without the state shall be deter-
mined under s. 71.25 (6) and (10) to (12). Nonappor-
tionable losses having a Wisconsin situs under s. 71.25
(5) (b) shall be included in Wisconsin net business loss;
and nonapportionable income having a Wisconsin
situs under s. 71.25 (5) (b), whether taxable or exempt,
shall be included in other items of Wisconsin income
and Wisconsin net business income for purposes of
this subsection.
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71.27 Rates of taxation. (1) The taxes to be
assessed, levied and collected upon Wisconsin net
incomes of corporations shall be computed at the rate

of 7.9%.

(2) The corporation franchise tax imposed under s.
71.23 (2) and measured by Wisconsin net income shall
be computed at the rate of 7.9%.

71.28 Credits. (1) COMMUNITY DEVELOPMENT
FINANCE AUTHORITY CREDIT. (a) Any corporation
which contributes an amount to the community devel-
opment finance authority under s. 233.03 and, in the
same year, purchases common stock or partnership
interests of the community development finance com-
pany issued under s. 233.05 (2) in an amount no
greater than the contribution to the authority may
credit against taxes otherwise due an amount equal to
75% of the purchase price of the stock or partnership
interests. The credit received under this paragraph
may not exceed 75% of the contribution to the com-
munity development finance authority.

(b) Any corporation receiving a credit under this
subsection may carry forward to the next succeeding
15 taxable years the amount of the credit not offset
against taxes for the year of purchase to the extent not
offset by those taxes otherwise due in all intervening
years between the year for which the credit was com-
puted and the year for which the carry-forward is
claimed.

{c) A claimant who has filed a timely claim under
this subsection may file an amended claim with the
department of revenue within 4 years of the last day
prescribed by law for filing the original claim.

(2) FARMLAND PRESERVATION CREDIT. The farm-
land preservation credit under subch. IX may be
claimed against taxes otherwise due subject to the pro-
visions, requirements and conditions of that
subchapter.

(3) MANUFACTURING SALES TAX CREDIT. (&) In this
subsection:

1. “Manufacturing” has the meaning given in s.
77.54 (6m).

2. “‘Sales and use tax under ch. 77 paid by the cor-
poration” includes use taxes paid directly by the cor-
poration and sales and use taxes paid by the
corporation’s supplier and passed on to the corpora-
tion whether separately stated on the invoice or
included in the total price.

(b) The tax imposed upon or measured by corpora-
tion Wisconsin net income under s. 71.23 (1) or (2)
shall be reduced by an amount equal to the sales and
use tax under ch. 77 paid by the corporation in such
taxable year on fuel and electricity consumed in man-
ufacturing tangible personal property in this state.

(c) 1If the credit computed under par. (b) is not
entirely offset against Wisconsin income or franchise
taxes otherwise due, the unused balance shall be car-
ried forward and credited against Wisconsin income
or franchise taxes otherwise due for the following 15
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taxable years to the extent not offset by these taxes
otherwise due in all intervening years between the year
in which the expense was incurred and the year in
which the carry-forward credit is claimed.

(d) The sharcholders of a tax-option corporation
may not claim the credit attributable to that corpora-
tion under this subsection.

(4) RESEARCH CREDIT. (a) Credit. For taxable year
1986 and subsequent years, any corporation may
credit against taxes otherwise due under this chapter
an amount equal to 5% of the amount obtained by
subtracting from the corporation’s qualified research
expenses, as defined in section 41 of the internal reve-
nue code, except that “qualified research expenses”
includes only expenses incurred by the claimant,
incurred for research conducted in this state for the
taxable year the corporation’s base period research
expenses, as defined in section 41 of the internal reve-
nue code.

(b) Adjustments. For taxable year 1985 and subse-
quent years, adjustments for acquisitions and disposi-
tions of a major portion of a trade or business shall be
made under section 41 of the internal revenue code as
limited by this subsection.

(¢) Annualization. In the case of any short taxable
year, qualified research expenses shall be annualized
as prescribed by the department of revenue.

(d) Proration. If a portion of qualified research
expenses is incurred partly within and partly outside
this state and the amount incurred in this state cannot
be accurately determined, a portion of the qualified
expenses shall be reasonably allocated to this state.
Expenses incurred entirely outside this state for the
benefit of research in this state are not allocable to this
state under this paragraph.

(e) Change of business or ownership. In the case of a
change in ownership or business of a corporation, sec-
tion 383 of the internal revenue code, as limited by this
subsection, applies to the carry-over of unused credits.

(f) Carry-over. If the credit computed under par.
(a) 1s not entirely offset against Wisconsin income or
franchise taxes otherwise due, the unused balance may
be carried forward and credited against Wisconsin
income or franchise taxes otherwise due for the fol-
lowing 15 taxable years to the extent not offset by
these taxes otherwise due in all intervening years
between the year in which the expense was incurred
and the year in which the carry-forward credit is
claimed.

(g) Administration. The department of revenue has
full power to administer the credit provided in this
subsection and may take any action, conduct any pro-
ceeding and proceed as it is authorized in respect to
income and franchise taxes imposed in this chapter.
The income and franchise tax provisions in this chap-
ter relating to assessments, refunds, appeals, collec-
tion, interest and penalties apply to the credit under
this subsection.
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(h) Timely claim. No credit may be allowed under
this subsection unless it is claimed within the period
specified in s. 71.75 (2).

(i) Nonclaimants. The credit under this subsection
may not be claimed by a partnership or tax-option
corporation or by partners or shareholders of a tax-
option corporation.

(5) RESEARCH FACILITIES CREDIT. (a) Credit. For
taxable year 1986 and subsequent years, any corpora-
tion may credit against taxes otherwise due under this
chapter an amount equal to 5% of the amount paid or
incurred by that corporation during the taxable year
to construct and equip new facilities or expand
existing facilities used in this state for qualified
research, as defined in section 41 of the internal reve-
nue code. Eligible amounts include only amounts
paid or incurred for tangible, depreciable property but
do not include amounts paid or incurred for replace-
ment property.

(b) Calculation and administration. Subsection (4)
(b) to (i) as it relates to the credit under that subsection
applies to the credit under this subsection.

71.29 Payments of estimated taxes. (1) DEFINI-
TIONS. In this section:

(a) If no return is filed, or a return is filed the tax
computed on which is less than 75% of the tax prop-
erly due and the addition to tax under s. 71.84 (2) is
$300 or more, “return” means a return that would
show the tax properly due. If a return is timely filed
and if either the tax computed on it is at least 75% of
the tax properly due or the addition to tax under s.
71.84 (2) is less than $300, “return” means that timely
return. If a return is filed late and if either the tax com-
puted on it is at least 75% of the tax properly due or
the addition to tax under s. 71.84 (2) is less than $300,
“return” means the first return filed after the due date
or after the due date as extended.

(b) “Tax shown on the return” and “tax for the
taxable year” mean the net taxes imposed under s.
71.23 (1) or (2) after reduction for credits against those
taxes but before reduction for amounts paid as esti-
mated tax under this section.

(2) WHo sHALL pAY. Every corporation subject to
tax under s. 71.23 (1) or (2) shall pay an estimated tax
to the department of revenue at its offices in Madison
unless the department, by rule, prescribes another
place of payment.

(3) REFUND CARRY-FORWARD. If a corporation
claims a refund on any tax return and, concurrent
with or subsequent to filing the return upon which
that refund is claimed, is required to pay an estimated
tax, and at the time of paying that tax the refund has
not been paid, the corporation may deduct the
amount of that refund from the first instalment of esti-
mated taxes and may deduct any excess from the suc-
ceeding instalments.

(4) PREPAYMENTS. Any instalment of the estimated
tax under this section may be paid before the due date.
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(5) SHORT YEAR. Application of this section to tax-
able years of less than 12 full months shall be made
under the department of revenue’s rules.

(6) OVERPAYMENTS. If the amount of an instalment
payment of estimated tax exceeds the amount deter-
mined to be the correct amount of that payment, the
overpayment shall be credited against the next unpaid
instalment.

(7) EXCEPTION TO THE ADDITION TO TAX. No addi-
tion to tax is required under s. 71.84 (2) for a corpora-
tion if any of the following conditions apply:

(a) The tax shown on the return or, if no return is
filed, the tax is less than $500.

(b) The preceding taxable year was 12 months and
the corporation had no liability under s. 71.23 (1) or
(2) for that year.

(8) INSTALMENT DUE DATES. Taxpayers shall make
estimated payments in 4 instalments, on or before the
15th day of each of the foilowing months:

(a) The 3rd month of the taxable year.

(b) The 6th month of the taxable year.

(c) The 9th month of the taxable year.

(d) The 12th month of the taxable year.

(9) INSTALMENT AMOUNTS; INCOME OF LESS THAN
$250,000. (a) For corporations that have Wisconsin
net incomes of less than $250,000, except as provided
in pars. (b) and (c), the amount of each instalment
required under sub. (8) is 25% of the lower of the fol-
lowing amounts:

1. Ninety percent of the tax shown on the return for
the taxable year or, if no return is filed, 90% of the tax
for the taxable year.

2. The tax shown on the return for the preceding
year.

(b) Paragraph (a) 2 does not apply if the preceding
taxable year was less than 12 months or if the corpora-
tion did not file a return for the preceding year.

(c) If 22.5% for the first instalment, 45% for the
2nd instalment, 67.5% for the 3rd instalment and 90%
for the 4th instalment of the tax for the taxable year
computed by annualizing, under methods prescribed
by the department of revenue, the corporation’s
income for the months in the taxable year ending
before the instalment’s due date is less than the instal-
ment required under par. (a), the corporation may pay
the amount under this paragraph rather than the
amount under par. (a). For purposes of computing
annualized income under this paragraph, the appor-
tionment percentage computed under s. 71.25 (6) and
(10) to (12) from the return filed for the previous tax-
able year may be used if that return was filed with the
department of revenue on or before the due date of the
instalment for which the income is being annualized
and if the apportionment percentage on that previous
year’s return was greater than zero. Any corporation
that pays an amount calculated under this paragraph
shall increase the next instalment computed under
par. (a) by an amount equal to the difference between
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the amount paid under this paragraph and the amount
that would have been paid under par. (a).

(10) INSTALMENT AMOUNTS; INCOME OF $250,000 OR
MORE. (a) Except as provided in par. (c), for corpora-
tions that have Wisconsin net incomes of $250,000 or
more, the amount of each instalment required under
sub. (8) is 25% of the amount under par. (b).

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

(c) If 22.5% for the first instalment, 45% for the
2nd instalment, 67.5% for the 3rd instalment and 90%
for the 4th instalment of the tax for the taxable year
computed by annualizing, under methods prescribed
by the department of revenue, the corporation’s
income for the months in the taxable year ending
before the instalment’s due date is less than the instal-
ment required under par. (a), the corporation may pay
the amount under this paragraph rather than the
amount under par. (a). For purposes of computing
annualized income under this paragraph, the appor-
tionment percentage computed under s. 71.25 (6) and
(10) to (12) from the return filed for the previous tax-
able year may be used if that return was filed with the
department of revenue on or before the due date of the
instalment for which the income is being annualized
and if the apportionment percentage on that previous
year’s return was greater than zero. Any corporation
that pays an amount calculated under this paragraph
shall increase the next instalment computed under
par. (a) by an amount equal to the difference between
the amount paid under this paragraph and the amount
that would have been paid under par. (a).

(11) EXCEPTION TO FINAL INSTALMENT, If a corpora-
tion files a return for a calendar year on or before Jan-
uary 31 of the succeeding calendar year (or if a
corporation on a fiscal year basis files a return on or
before the last day of the first month immediately suc-
ceeding the close of such fiscal year) and pays in full at
the time of such filing the amount computed on the
return as payable, then, if estimated taxes are not
required to be paid on or before the 15th day of the
9th month of the income year but are required to be
paid on or before the 15th day of the 12th month of
the income year, such return shall be considered as
payment.

71.30  General provisions. (1) ACCOUNTING
METHOD. (a) A corporation shall use a method of
accounting authorized under the internal revenue
code and shall use the same method used for federal
income tax purposes if that method is authorized
under the internal revenue code.

(b) A corporation that changes its method of
accounting while subject to taxation under this chap-
ter shall make the adjustments required under the
internal revenue code, except that in the last year that
a corporation is subject to taxation under this chapter
it shall take into account all of the remaining adjust-

ments required by this chapter because of a change in
method of accounting.

(2) ALLOCATION OF GROSS INCOME, DEDUCTIONS,
CREDITS BETWEEN 2 OR MORE BUSINESSES. In any case of
2 or more organizations, trades or businesses (whether
or not incorporated, whether or not organized in the
United States and whether or not affiliated) owned or
controlled directly or indirectly by the same interests,
the secretary or his or her delegate may distribute,
apportion or allocate gross income, deductions, cred-
its or allowances between or among such organiza-
tions, trades or businesses, if he or she determines that
such distribution, apportionment or allocation is nec-
essary in order to prevent evasion of taxes or clearly to
reflect the income of any of such organizations, trades
or businesses.

(3) CoMmpPUTATIONS ORDER. Notwithstanding any
other provisions in this chapter, corporations comput-
ing liability for the tax under s. 71.23 (1) or (2) shall
make computations in the following order:

(a) Tax under s. 71.23 (1) or (2).

(b) Manufacturing sales tax credit under s. 71.28
3).

(c) Research credit under s. 71.28 (4).

(d) Research facilities credit under s. 71.28 (5).

() Community development finance authority
credit under s. 71.28 (1).

(f) The total of farmland preservation credit under
subch. IX and estimated tax payments under s. 71.29.

(4) DEFENSE CONTRACT RENEGOTIATION. If the rene-
gotiation or price redetermination of any corporation
defense contract or subcontract by the government of
the United States or any agency thereof or the volun-
tary adjustment of prices, costs or profits on any such
contract or subcontract results in a reduction of
income, the amount of any repayment or credit pursu-
ant to such renegotiation, price redetermination or
adjustment, including any federal income taxes
credited as a part thereof, shall be allowed as a deduc-
tion from the corporate taxable income of the year in
which said income was reported for taxation. Any
federal income tax previously paid upon any income
so repaid or credited shall be disallowed as a deduc-
tion from income of the year in which such tax was
originally deducted, to the extent that such tax consti-
tuted an allowable deduction for said year. Any cor-
porate taxpayer affected by such renegotiation, price
redetermination or voluntary adjustment may within
one year after the final determination thereof file a
claim for refund and secure the same without interest,
and the department of revenue shall make appropriate
adjustments on account of said tax deductions with-
out interest, notwithstanding the limitations of s.
71.75 or other applicable statutes.

(5) Disc INCOME COMBINING. In the case of a parent
corporation, its DISC or affiliate, the net income of a
DISC derived from business transacted with its parent
shall be combined with the income of the parent cor-
poration and the net income of a DISC derived from
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business transacted with the parent’s affiliated corpo-
ration shall be combined with the net income of the
affiliated corporation to determine the amount of
income subject to taxation under this chapter for the
DISC, the parent corporation or the affiliate of the
parent corporation as separate taxable entities. The
net income of the parent corporation shall not include
dividends received from the DISC paid from income
previously combined for taxation under this subsec-
tion. “DISC” (domestic international sales corpora-
tion) has the meaning specified in section 992 of the
internal revenue code as amended to December 31,
1979. For purposes of this subsection, a corporation
is affiliated if at least 50% of its total combined voting
stock is owned directly or indirectly by its parent
corporation,

(6) INSTALMENT METHOD; DISTRIBUTIONS AND FINAL
YEAR. A corporation entitled to use the instalment
method of accounting shall take the unreported bal-
ance of gain on all instalment obligations into income
in the taxable year of their distribution, transfer or
acquisition by another person or for the final taxable
year for which it files or is required to file a return
under this chapter, whichever year occurs first.

(7) PenaLTIES. Unless specifically provided in this
subchapter, the penalties under subch. XIIT apply for
failure to comply with the provisions of this sub-
chapter unless the context requires otherwise.

(8) PRICING EFFECT ON TAXABLE INCOME. (a) When
any corporation liable to taxation under this chapter
conducts its business in such a manner as either
directly or indirectly to benefit the members or stock-
holders thereof or any person interested in such busi-
ness, by selling its products or the goods or
commodities in which it deals at less than the fair price
which might be obtained therefor, or where a corpora-
tion, a substantial portion of whose capital stock is
owned either directly or indirectly by another corpo-
ration, acquires and disposes of the products of the
corporation so owning a substantial portion of its
stock in such a manner as to create a loss or improper
net income, the department may determine the
amount of taxable income to such corporation for the
calendar or fiscal year, having due regard to the rea-
sonable profits which but for such arrangement or
understanding might or could have been obtained
from dealing in such products, goods or commodities.

(b) For the purpose of this chapter, if a corporation
which is required to file an income tax return is affili-
ated with or related to any other corporation through
stock ownership by the same interests or as parent or
subsidiary corporations or has income that is regu-
lated through contract or other arrangement, the
department of revenue may require such consolidated
statements as in its opinion are necessary in order to
determine the taxable income received by any one of
the affiliated or related corporations.

(9) RESERVE ACCOUNT TRANSFER TO SURPLUS. If any
transfer of a reserve or other account or portion
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thereof is in effect a transfer to surplus, so much of
such transfer as had been accumulated through deduc-
tions from the gross or taxable income of the years
open to audit under s. 71.74 (1) and (2) shall be
included in the gross or taxable income of such years,
and so much of such transfer as has been accumulated
through deductions from the gross or taxable income
of the years following January 1, 1911, and not open
to audit under s. 71.74 (1) and (2) shall be included in
the gross or taxable income of the year in which such
transfer was effected.
SUBCHAPTER V
TAX-OPTION CORPORATIONS

71.32 Conformity. Unless specifically provided in
this subchapter, tax-option corporations shall be sub-
ject to all of the provisions, requirements and liabili-
ties of this chapter, so far as applicable, unless the
context requires otherwise.

71.33 Intent. It is the intent of this subchapter and
other subchapters relating to the treatment of tax-
option corporations and their shareholders to prevent
the double inclusion or omission of any item of
income, deduction or basis.

71.34 Definitions. In this subchapter:

(1) “Net income or loss” of a tax-option corpora-
tion means net income or loss computed under this
chapter as if section 1363 (a), (b) and (c) of the internal
revenue code did not apply, plus any deduction for
dividends received that is claimed in computing net
income or loss.

(2) “Tax-option corporation’ means a corporation
which is treated as an S corporation under subchapter
S of the internal revenue code and has not elected out
of tax-option corporation status under s. 71.365 (4) (a)
for the current taxable year.

(3) “Tax-option item’ means an item of income,
loss or deduction.

(4) “Wisconsin net income”, for tax-option corpo-
rations engaged in business wholly within this state,
means net income and, for tax-option corporations
engaged in business both within and outside this state,
means the amount assigned to this state under s.
71.25.

71.35 Imposition of additional tax on tax-option cor-
porations. In addition to the other taxes imposed
under this chapter, there is imposed on every tax-
option corporation, except those under section 1374
(c) (1) of the internal revenue code, that has a recog-
nized built-in gain, as defined in section 1374 (d) (2) of
the internal revenue code, during a recognition period,
as defined in section 1374 (d) (3) of the internal reve-
nue code, a tax computed under section 1374 of the
internal revenue code except that the rate is that under
s. 71.27 (2), the recognized built-in gain is computed
using the Wisconsin basis of the assets and the Wis-
consin apportionment percentage for the current tax-
able year, the taxable income is the Wisconsin taxable
income and the credit and net operating losses are
those under this chapter rather than the federal credits
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and net operating losses. The tax under this section
does not apply if the return is filed pursuant to a fed-
eral S corporation election made before January 1,
1987, and the corporation has not elected to change its
status under s. 71.365 (4) (a) for any intervening year.

71.36 Tax-option items. (1) It is the intent of this
section that shareholders of tax-option corporations
include in their Wisconsin adjusted gross income their
proportionate share of the corporation’s tax-option
iterns unless the corporation elects under s. 71.365 (4)
(a) not to be a tax-option corporation.

(1m) A tax-option corporation may deduct from its
net income all amounts included in the Wisconsin
adjusted gross income of its shareholders, the capital
gain deduction under s. 71.05 (6) (b) 9 and all amounts
not taxable to nonresident shareholders under ss.
71.04 (1) and (4) to (9) and 71.362. For purposes of
this subsection, interest on federal obligations is not
included in shareholders’ income. The proportionate
share of the net loss of a tax-option corporation shall
be attributed and made available to shareholders on a
Wisconsin basis but subject to the limitation and
carry-over rules as prescribed by section 1366 (d) of
the internal revenue code. Net operating losses of the
corporation to the extent attributed or made available
to a shareholder may not be used by the corporation
for further tax benefit. For purposes of computing the
Wisconsin adjusted gross income of shareholders,
tax-option items shall be reported by the shareholders
and those tax-option items, including capital gains
and losses, shall retain the character they would have
if attributed to the corporation, including their char-
acter as business income. In computing the tax liabil-
ity of a shareholder, no credit against gross tax that
would be available to the tax-option corporation if it
were a nontax-option corporation may be claimed.

(2) A tax-option corporation shall separately state
all tax-option items the separate treatment of which
may affect the liability of any shareholder for tax
under this chapter.

(3) (a) The tax treatment of all tax-option items
shall be determined at the corporate level.

(b) All shareholders of tax-option corporations
shall treat tax-option items on their returns under this
chapter in a manner consistent with the manner in
which those tax-option items are treated on the corpo-
ration’s Wisconsin income or franchise tax return or
shall notify the department of revenue of any inconsis-
tency and the reason for it.

71.362 Situs of income. (1) All tax-option items of
nonresident individuals, nonresident estates and non-
resident trusts derived from a tax-option corporation
not requiring apportionment under sub. (2) shall fol-
low the situs of the business of the corporation from
which they are derived.

(2) Nonresident individuals, nonresident estates
and nonresident trusts deriving income from a tax-
option corporation which is engaged in business
within and without this state shall be taxed only on the
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income of the corporation derived from business
transacted and property located in this state and losses
and other items of the corporation deductible by such
shareholders shall be limited to their proportionate
share of the Wisconsin loss or other item. For pur-
poses of this subsection, all intangible income of tax-
option corporations passed through to shareholders is
business income that follows the situs of the business.

71.365 General provisions. (1) ADJUSTED BASIS OF
SHAREHOLDERS® STOCK IN TAX-OPTION CORPORATION,
For purposes of this chapter, the adjusted basis of a
shareholder in the stock and indebtedness of a tax-
option corporation shall be determined in the manner
prescribed by the internal revenue code for a share-
holder of an S corporation, except that the nature and
amount of items affecting that basis shall be deter-
mined under this chapter. This subsection does not
apply to 1978 and earlier taxable years of corpora-
tions which were S corporations for federal income
tax purposes or to taxable years of corporations for
which an election has been made under sub. (4) (a).

(2) CORPORATION BUSINESS LOSS CARRY-FORWARD
PROHIBITION. The corporation net business loss carry-
forward provided by s. 71.26 (4) may not be claimed
by a tax-option corporation.

(3) CrepITs NOT ALLOWED. (a) The credits under s.
71.28 (4) and (5) may not be claimed by a tax-option
corporation or shareholders of a tax-option
corporation.

(b) The shareholders of a tax-option corporation
may not claim the credit attributable to that corpora-
tion under s. 71.28 (3).

(4) ELECTION TO CHANGE FROM TAX-OPTION STATUS,
(a) If persons who hold more than 50% of the shares
on the day on which this election is made consent, a
corporation that is an S corporation for federal
income tax purposes may elect, on or before the due
date or extended due date of its return under this
chapter, not to be a tax-option corporation for that
taxable year and for later taxable years until its status
is again changed.

(b) If persons who, on the day on which the election
occurs, hold more than 50% of the shares of a corpo-
ration that has elected out under par. (a) consent, a
corporation that is an S corporation for federal
income tax purposes may elect, on or before the due
date or extended due date of its return under this
chapter, to be a tax-option corporation for that tax-
able year, except that no corporation electing under
par. (a) and no successor of such a corporation may be
a tax-option corporation for any of the next 4 taxable
years after the taxable year to which its election under
par. (a) first applies.

(5) FEDERAL RETURN COPY. A tax-option corpora-
tion shall file with its state franchise or income tax
return an exact copy of its federal income tax return
for the same year and shall file any other return or
statement filed with or made to, or any document
received from, the U.S. internal revenue service, and
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any form required of that corporation and prescribed
by the department of revenue, affecting the taxation of
its shareholders.

(6) NOTICE TO SHAREHOLDERS OF APPEALS AND
OTHER PROCEEDINGS. Any notice of determination by
the department of any tax-option item may be con-
tested by a tax-option corporation under subch. XIV.
A tax-option corporation shall timely notify all share-
holders of any administrative or judicial proceeding
about the determination of any tax-option item. Each
shareholder may participate in any such proceeding
and shall be bound by the final determination in that
proceeding.

SUBCHAPTER VI
URBAN TRANSIT COMPANIES

71.37 Conformity. Unless otherwise provided in
this subchapter or the context requires otherwise,
urban transit companies are subject to this chapter.

71.38 Definition. In this subchapter, “‘urban mass
transportation of passengers” means the transporta-
tion of passengers by means of vehicles having a pas-
senger-carrying capacity of 10 or more persons
including the operator, such capacity to be determined
by dividing by 20 the total seating space measured in
inches, when such transportation takes place entirely
within contiguous incorporated cities or villages and
in municipalities contiguous to that in which the car-
rier has its principal place of business, or within or
between municipalities located within a radius of 10
miles of the municipality in which the carrier has its
principal place of business, or entirely within one
municipality or municipalities contiguous thereto, or
within a county having a population of 500,000 or
more or within such county and the counties contigu-
ous thereto, or suburban operations classified as such
by the office of the commissioner of transportation.

71.385 Determination of cost. The cost of property
used and useful in providing urban mass transporta-
tion of passengers and the depreciation accrued on
such property shall be determined on the basis of the
reports and orders on file with the office of the com-
missioner of transportation.

71.39 Imposition of tax. (1) SPECIAL TAX; COMPU-
TATION. In lieu of the income and franchise tax rates
prescribed in s. 71.27, there shall be assessed, levied
and collected upon the taxable income of every corpo-
ration whose principal source (defined for purposes of
this subchapter as being 50% or more) of gross
income is the urban mass transportation of passengers
a special income tax of 50% determined in accordance
with this chapter, except that:

(a) United States income, excess or war profits and
defense taxes shall be allowed as a deduction from
gross income to the extent of the total payment actu-
ally made during the tax year.

(b) A deduction shall be allowed from such taxable
income before the imposition of the special tax levied
by this section, in an amount equivalent to 8% of the
amount by which the cost of the property of such cor-
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poration used and useful in providing its urban mass
transportation of passengers exceeds the cumulated
amount of the depreciation accrued against such
property as of the end of the fiscal year for which the
income tax return is filed.

(¢) An amount shall be added to such taxable
income, before imposition of the special tax levied by
this section, which amount shall be equivalent to the
interest paid during the year in the operation of the
business from which its income is derived.

(2) DETERMINATION OF NET BUSINESS LOSS. The
addition to and deductions from income of urban
transit companies under sub. (1) shall be used in deter-
mining the Wisconsin net business loss of such compa-
nies to be offset against the Wisconsin net business
income as determined under this section for purposes
of s. 71.26 (4).

71.40 Filing of returns. The special income tax
assessed under this subchapter shall be reported in an
income tax return filed in accordance with this chap-
ter, except as modified by this subchapter. The tax so
reported and assessed shall be payable to the depart-
ment of revenue.

SUBCHAPTER VII
TAXATION OF INSURANCE COMPANIES

71.42 DEerFINITIONS. In this subchapter:

(1) “Corporation” means insurance corporations,
insurance joint stock companies, insurance associa-
tions and insurance common law trusts organized or
conducted for profit, unless the context requires
otherwise.

(2) For taxable year 1987 and subsequent years,
“internal revenue code” means the federal internal
revenue code as amended to December 31, 1986, as it
applies to taxable year 1987 and subsequent years.
Amendments to the internal revenue code enacted
after December 31, 1986, do not apply to this subsec-
tion with respect to taxable year 1987 and thereafter.

(3) “Life insurance” includes annuities.

(4) “Person” includes corporations, unless the con-
text requires otherwise.

71.43 Imposition of tax. (1) INcoME TaX. For the
purpose of raising revenue for the state and the coun-
ties, cities, villages and towns, there shall be assessed,
levied, collected and paid a tax as provided under this
chapter on all Wisconsin net incomes of corporations
which are not subject to the franchise tax under sub.
(2) and which own property within this state or whose
business within this state during the taxable year,
except as provided under s. 71.23 (3), consists exclu-
sively of foreign commerce, interstate commerce, or
both; except as exempted under ss. 71.26 (1) and 71.45
(1). This section shall not be construed to prevent or
affect the correction of errors or omissions in the
assessments of income for former years under s. 71.74
(1) and (2).

(2) FRANCHISE TAX ON CORPORATIONS. For the priv-
ilege of exercising its franchise or doing business in
this state in a corporate capacity, except as provided
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under s. 71.23 (3), every domestic or foreign corpora-
tion, except corporations specified in ss. 71.26 (1) and
71.45 (1), shall annually pay a franchise tax according
to or measured by its entire Wisconsin net income of
the preceding taxable year at the rates set forth in s.
71.46 (2). In addition, except as provided in ss. 71.23
(3), 71.26 (1) and 71.45 (1), a corporation that ceases
doing business in this state shall pay a special
franchise tax according to or measured by its entire
Wisconsin net income for the taxable year during
which the corporation ceases doing business in this
state at the rate under s. 71.46 (2). Every corporation
organized under the laws of this state shall be deemed
to be residing within this state for the purposes of this
franchise tax. All provisions of this chapter and ch. 73
relating to income taxation of corporations shall
apply to franchise taxes imposed under this subsec-
tion, unless the context requires otherwise. The tax
imposed by this subsection on insurance companies
subject to taxation under this chapter, except societies,
organizations or corporations under ch. 613 operating
by virtue of s. 148.03, 447.13, 449.15 or 613.80, shall
be based on Wisconsin net income computed under s.
71.45, and no other provision of this chapter relating
to computation of taxable income for other corpora-
tions shall apply to such insurance companies. All
other provisions of this chapter shall apply to insur-
ance companies subject to taxation under this chapter
unless the context clearly requires otherwise. The tax
imposed upon societies, organizations or corporations
under ch. 613 operating by virtue of s. 148.03, 447.13,
449.15 or 613.80 shall be upon such Wisconsin net
income as is determined by application to such com-
panies of those provisions of the internal revenue code
applicable to mutual insurance companies, other than
life insurance companies or mutual marine insurance
companies, having total receipts over $500,000 subject
to any applicable addition or subtraction as provided
ins. 71.45 (2) (a).

71.44 Filing returns; extensions; payment of tax. (1)
FILING RETURNS. (a) Every corporation, except corpo-
rations all of whose income is exempt from taxation,
shall furnish to the department a true and accurate
statement, on or before March 15 of each year (except
that returns for fiscal years ending on some other date
than December 31 shall be furnished on or before the
15th day of the 3rd month following the close of such
fiscal year) in such manner and form and setting forth
such facts as the department deems necessary to
enforce this chapter. Such statement shall be sub-
scribed by the president, vice president, treasurer,
assistant treasurer, chief accounting officer or any
other officer duly authorized so to act. In the case of a
return made for a corporation by a fiduciary such
fiduciary shall subscribe the return. The fact that an
individual’s name is subscribed on the return shall be
prima facie evidence that such individual is authorized
to subscribe the return on behalf of the corporation.

(b) Each corporation that is required to file a return
under this section shall file with that return a copy of
its federal income tax return for the same taxable year.

(¢) Whenever a corporation has been completely
inactive for an entire taxable year, in lieu of filing the
statements and information otherwise required by this
section, it may file a declaration, on a form to be pro-
vided by the department, subscribed by its president,
if a resident of this state, and, if not a resident, then by
another officer residing in this state, attesting to such
inactivity. Such declaration must be filed prior to the
otherwise due date for its Wisconsin return for such
taxable year. Thereafter the corporation need not file
such statements or information for any subsequent
year unless specifically requested to do so by the
department or unless in a subsequent year the corpo-
ration has been activated or reactivated. If a corpora-
tion files a false declaration of complete inactivity, or,
after filing a declaration, becomes activated or reacti-
vated and fails to file timely statements and informa-
tion hereunder covering such year or years of activity
or reactivity its officers at the time of such filing or
failure shall be jointly and severally liable for a civil
penalty of $25 for such filing or each such failure,
which penalty may be assessed and collected as
income taxes are assessed and collected.

(d) Nothing contained in this subsection shall pre-
clude the department from requiring any corporation
to file a return when in the judgment of the depart-
ment a return should be filed.

(2) CHANGING ACCOUNTING PERIODS. (a) Corpora-
tions may not change their basis of reporting from a
calendar year to a fiscal year, from a fiscal year to a
calendar year, or from one fiscal year to another with-
out first obtaining the approval of the department of
revenue unless the internal revenue service has
approved the change or unless the change, including a
change to a short taxable year, is required by the inter-
nal revenue code before approval by the internal reve-
nue service and the reason for the change is explained
in the first return filed for the new taxable year. Cor-
porations that make changes on the basis of federal
changes shall submit a copy of the internal revenue
service’s notice of approval, if prior federal approval,
other than expeditious approval, was required, or
requirement, if prior federal approval was not
required or if the corporation qualifies for expeditious
approval, to the department of revenue along with the
return for the first taxable year for which the change
applies.

(b) If a corporation changes its basis of reporting
from a calendar year to a fiscal year a separate return
shall be made for the period between the close of the
last calendar year and the date designated as the close
of the fiscal year. If the change is from a fiscal year to
a calendar year, a separate return shall be made for the
period between the close of the last fiscal year and the
following December 31. If the change is from one fis-
cal year to another fiscal year a separate return shall
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be made for the period between the close of the former
fiscal year and the date designated as the close of the
new fiscal year. In no case shall a separate income tax
return be made for a period of more than 12 months.

(c) When a separate corporation income tax return
is made for a fractional part of a year the income shall
be computed and reported on the basis of the period
for which the separate return is made, and such frac-
tional part of a year shall constitute an income year,
except that if a corporation terminates, under section
1362 (d) (1) or (2) of the internal revenue code, its elec-
tion to be treated as an S corporation for federal
income tax purposes the corporation may allocate its
items of income, loss or deduction between its short
taxable year as a tax-option corporation and its short
taxable year as a nontax-option corporation accord-
ing to the method under section 1362 (e) (2) of the
internal revenue code.

(d) If a separate income tax return is made for a
short period under par. (b) on account of a change in
the income year, the net income for such short period
shall be placed on an annual basis by multiplying the
amount thereof by 12 and dividing by the number of
months included in the period for which the separate
return is made. The tax shall be such part of the tax
computed on such annual basis as the number of
months in such short period is of 12 months.

(3) Extensions. In the case of a corporation
required to file a return, when sufficient reason is
shown, the department of revenue may on written
request allow such further time for making and deliv-
ering the return as is considered necessary, not to
exceed 30 days or in the case of a cooperative filing a
return or a domestic international sales corporation,
as defined in s. 71.30 (5), not to exceed 6 months. Any
extension of time granted by law or by the internal
revenue service for the filing of corresponding federal
returns shall extend the time for filing under this chap-
ter if a copy of any extension requested of the internal
revenue service is filed with the return. Termination of
an automatic extension by the internal revenue ser-
vice, or its refusal to grant such automatic extension,
shall similarly require that any returns due under this
chapter are due on or before the date for termination
fixed by the internal revenue service. Except for pay-
ments of estimated taxes, income taxes payable upon
the filing of the tax return shall not become delinquent
during such extension period, but shall be subject to
interest at the rate of 12% per year during such period.

(4) PAYMENT OF TAX. (a) All income and franchise
taxes shall be paid to the department of revenue, at its
office at Madison or at such other place the depart-
ment designates.

(b) Corporation franchise and income taxes not
paid on or before the 15th day of the 3rd month fol-
lowing the close of the income year shall be deemed
delinquent.

(c¢) The department of revenue shall accept in
advance income taxes and surtaxes from taxpayers
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desirous of making such payments before the same
shall become due and payable. Advance payment of
taxes under this provision shall not relieve the tax-
payer from additional taxes which may result from
subsequent legislation or from additional taxable
income disclosed or discovered subsequent to such
payment.

(d) No person is required to pay a balance due of
less than $1.

71.45 Income computation. (1) EXEMPT AND
EXCLUDABLE INCOME. There shall be exempt from taxa-
tion under this subchapter income of mutual insurers
exempt from federal income taxation pursuant to sec-
tion 501 (c) (15) of the internal revenue code, town
mutuals organized under or subject to ch. 612, foreign
insurers, and domestic insurers engaged exclusively in
life insurance business, domestic insurers insuring
against financial loss by reason of nonpayment of
principal, interest and other sums agreed to be paid
under the terms of any note or bond or other evidence
of indebtedness secured by a mortgage, deed of trust
or other instrument constituting a lien or charge on
real estate and corporations organized under ch. 185
or operating under subch. I of ch. 616 which are bona
fide cooperatives operated without pecuniary profit to
any shareholder or member, or operated on a cooper-
ative plan pursuant to which they determine and dis-
tribute their proceeds in substantial compliance with
s. 185.45. This subsection does not apply to the
income of insurers under ch. 613 operating by virtue
of s. 148.03, 447.13, 449.15 or 613.80. Tax on the
income of such insurers shall be payable under s. 71.44
(D).

(2) DETERMINATION OF NET INCOME. (a) Insurers
subject to taxation under this chapter, except insurers
under ch. 613 operating by virtue of s. 148.03, 447.13,
449.15 or 613.80, shall pay a tax according to or mea-
sured by net income. Such tax is payable under s.
71.44 (1). “Net income” of an insurer subject to taxa-
tion under this chapter means federal taxable income
as determined in accordance with the provisions of the
internal revenue code adjusted as follows:

1. By adding to federal taxable income the amount
of any loss carry-forward or carry-back, including any
capital loss carry-forward or carry-back, deducted in
the calculation of federal taxable income.

2. By adding to federal taxable income, if not
already included therein, the amount of any federal
tax refund or portion thereof previously applied to
reduce the amount of tax payable under this chapter.

3. By adding to federal taxable income an amount
equal to interest income received or accrued during
the taxable year to the extent such interest income was
used as a deduction in determining the company’s fed-
eral taxable income.

4. By adding to federal taxable income an amount
equal to dividend income received during the taxable
year to the extent such dividend income was used as a
deduction in determining federal taxable income.
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5. By adding to federal taxable income the amount
of taxes imposed by this or any other state, or the Dis-
trict of Columbia, on or measured by net income,
gross income, gross receipts or capital stock, if any,
deducted in the calculation of federal taxable income
except that gross receipts taxes assessed in lieu of
property taxes are deductible from gross income.

6. By adding or subtracting, as appropriate, the dif-
ference between the federal basis and the Wisconsin
basis of any asset sold, exchanged, abandoned or
otherwise disposed of in a taxable transaction during
the taxable year.

7. By adding or subtracting, as appropriate, the
amount required to reflect the fact that property that,
under s. 71.01 (4) (g) 7 to 10, 1985 stats., is required to
be depreciated for taxable years 1983 to 1986 under
the internal revenue code as amended to December 31,
1980, shall continue to be depreciated under the inter-
nal revenue code as amended to December 31, 1980.

8. By subtracting from federal taxable income divi-
dends received from Wisconsin corporations that are
deductible under s. 71.26 (3) (j) and are included in
federal taxable income.

9. By subtracting from federal taxable income any
net capital losses not offset against capital gains to the
extent that subtraction is allowed to other corpora-
tions in computing net income under s. 71.26 (2).

(b) 1. With respect to any domestic insurer engaged
in the sale of life insurance and also other insurance,
the net income figure derived by application of par. (a)
shall be multiplied by a fraction, the numerator of
which is the net gain from operations on insurance,
other than life insurance, and the denominator of
which is the total net gain from operations; except that
the multiplier is zero if the numerator is zero or the
numerator is negative and the adjusted federal taxable
income is positive or the numerator is positive and the
adjusted federal taxable income is negative, and
except that the multiplier is one if the numerator is
positive and the denominator is zero or negative and
the adjusted federal taxable income is positive or the
numerator is negative and the denominator is zero or
positive and the adjusted federal taxable income is
negative or the numerator, the denominator and the
adjusted federal taxable income are positive and the
numerator is greater than the denominator, and
except that if the numerator and denominator are
both negative and the adjusted federal taxable income
is negative the multiplier is positive but may not be
more than one.

2. For purposes of the numerator, “net gain from
operations on insurance, other than life insurance”
includes net income, after dividends to policyholders,
but before federal and foreign income taxes, from fire
and casualty insurance; net gain from operations,
after dividends to policyholders and before federal
income taxes, from accident and health insurance; and
net realized capital gains or losses on investments
from accident and health insurance operations, said
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net realized capital gains or losses to be apportioned
among life and accident and health insurance lines in
the same manner as net investment income is required
to be apportioned by the commissioner of insurance.
“Net gain from operations”, ‘““net income”, “‘net real-
ized capital gains or losses”, and ‘“‘net investment
income” shall be calculated and reported as required
under rules adopted by the commissioner of

insurance.

3. For purposes of the denominator, “total net gain
from operations” includes net income, after dividends
to policyholders, but before federal and foreign
income taxes, from fire and casualty insurance; net
gain from operations after dividends to policyholders
and before federal income taxes, from accident and
health and life insurance; and net realized capital
gains or losses on investments from accident and
health and life insurance operations. ‘“Net income”,
“net gain from operations”, and “net realized capital
gains or losses™ shall be calculated and reported as
required under rules adopted by the commissioner of
insurance.

4. The resultant figure shall constitute Wisconsin
net income for purposes of the Wisconsin franchise
tax measured by net income except with respect to
such of said insurers as had, in the taxable year, premi-
ums written on insurance other than life insurance
where the subject of such insurance was resident,
located or to be performed outside this state.

(3) APPORTIONMENT. With respect to domestic
insurers not engaged in the sale of life insurance or not
operating under ch. 613 by virtue of s. 148.03, 447.13,
449.15 or 613.80 but which, in the taxable year, have
collected premiums written on subjects of insurance
resident, located or to be performed outside this state,
there shall be subtracted from the net income figure
derived by application of sub. (2) (a) to arrive at Wis-
consin income constituting the measure of the
franchise tax an amount calculated by multiplying
such adjusted federal taxable income by the arithmetic
average of the following 2 percentages:

(a) The percentage of total premiums written on all
property and risks other than life insurance, wherever
located during the taxable year, as reflects premiums
written on insurance, other than life insurance, where
the subject of insurance was resident, located or to be
performed outside this state.

(b) The percentage of total payroll, exclusive of life
insurance payroll, paid everywhere in the taxable year
as reflects such compensation paid outside this state.
Compensation is paid outside this state if the individ-
ual’s service is performed entirely outside this state; or
the individual’s service is performed both within and
without this state, but the service performed within is
incidental to the individual’s service without this state;
or some service is performed without this state and the
base of operations, or if there is no base of operations,
the place from which the service is directed or con-
trolled is without this state, or the base of operations
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or the place from which the service is directed or con-
trolled is not in any state in which some part of the
service is performed, but the individual’s residence is
outside this state.

(3m) ARITHMETIC AVERAGE. The arithmetic average
of the 2 percentages referred to in sub. (3) shall be
applied to the net income figure arrived at by the suc-
cessive application of sub. (2) (a) and (b) with respect
to Wisconsin insurers to which sub. (2) (a) and (b)
applies and which have collected premiums written
upon insurance, other than life insurance, where the
subject of such insurance was resident, located or to be
performed outside this state, to arrive at Wisconsin
income constituting the measure of the franchise tax.

(4) NET BUSINESS LOSS CARRY-FORWARD. Insurers
computing tax under this subchapter may subtract
from Wisconsin net income any Wisconsin net busi-
ness loss sustained in any of the next 15 preceding
income years to the extent not offset by Wisconsin net
business income of any year between the loss year and
the income year for which an offset is claimed and
computed without regard to sub. (2) (a) 8 and 9 and
this subsection and limited to the amount of net
income, but no loss incurred by a nonprofit service
plan of sickness care under ch. 148, dental care under
s. 447.13 or prepaid optometric service plans under s.
449.15 may be treated as a net business loss of the suc-
cessor service insurer under ch. 613 operating by vir-
tue of s. 148.03, 447.13 or 449.15.

71.46 Rates of taxation. (1) The taxes to be
assessed, levied and collected upon Wisconsin net
incomes of corporations shall be computed at the rate
of 7.9%.

(2) The corporation franchise tax imposed under s.
71.43 (2) and measured by Wisconsin net income shall
be computed at the rate of 7.9%.

(3) The tax imposed under this subchapter on each
domestic insurer on or measured by its entire net
income attributable to lines of insurance in this state
may not exceed 2% of the gross premiums, as defined
in s. 76.62, received during the taxable year by the
insurer on all policies on those lines of insurance if the
subject of that insurance was resident, located or to be
performed in this state.

71.47 Credits. (1) COMMUNITY DEVELOPMENT
FINANCE AUTHORITY CREDIT. (a) Any corporation
which contributes an amount to the community devel-
opment finance authority under s. 233.03, and in the
same year purchases common stock or partnership
interests of the community development finance com-
pany issued under s. 233.05 (2) in an amount no
greater than the contribution to the authority, may
credit against taxes otherwise due an amount equal to
75% of the purchase price of the stock or partnership
interests. The credit received under this paragraph
may not exceed 75% of the contribution to the com-
munity development finance authority.

(b) Any corporation receiving a credit under this
subsection may carry forward to the next succeeding
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15 taxable years the amount of the credit not offset
against taxes for the year of purchase to the extent not
offset by those taxes otherwise due in all intervening
years between the year for which the credit was com-
puted and the year for which the carry-forward is
claimed.

(¢) A claimant who has filed a timely claim under
this subsection may file an amended claim with the
department of revenue within 4 years of the last day
prescribed by law for filing the original claim.

(2) FARMLAND PRESERVATION CREDIT. The farm-
land preservation credit under subch. IX may be
claimed against taxes otherwise due.

(2b) MANUFACTURING SALES TAX CREDIT. (a) In
this subsection:

1. “Manufacturing” has the meaning given in s.
77.54 (6m).

2. “Sales and use tax under ch. 77 paid by the cor-
poration” includes use taxes paid directly by the cor-
poration and sales and use taxes paid by the
corporation’s supplier and passed on to the corpora-
tion whether separately stated on the invoice or
included in the total price.

(b) The tax imposed upon or measured by corpora-
tion Wisconsin net income under s. 71.43 (1) or (2)
shall be reduced by an amount equal to the sales and
use tax under ch. 77 paid by the corporation in such
taxable year on fuel and electricity consumed in man-
ufacturing tangible personal property in this state.

(c¢) If the credit computed under par. (b) is not
entirely offset against Wisconsin income or franchise
taxes otherwise due, the unused balance shall be car-
ried forward and credited against Wisconsin income
or franchise taxes otherwise due for the following 15
taxable years to the extent not offset by these taxes
otherwise due in all intervening years between the year
in which the expense was incurred and the year in
which the carry-forward credit is claimed.

(d) The shareholders of a tax-option corporation
may not claim the credit attributable to that corpora-
tion under this subsection.

(3) RESEARCH CREDIT. (a) Credit. For taxable year
1986 and subsequent years, any corporation may
credit against taxes otherwise due under this chapter
an amount equal to 5% of the amount obtained by
subtracting from the corporation’s qualified research
expenses, as defined in section 41 of the internal reve-
nue code, except that “qualified research expenses”
includes only expenses incurred by the claimant,
incurred for research conducted in this state for the
taxable year the corporation’s base period research
expenses, as defined in section 41 of the internal reve-
nue code.

(b) Adjustments. For taxable year 1985 and subse-
quent years, adjustments for acquisitions and disposi-
tions of a major portion of a trade or business shall be
made under section 41 of the internal revenue code as
limited by this subsection.
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(¢) Annualization. In the case of any short taxable
year, qualified research expenses shall be annualized
as prescribed by the department of revenue.

(d) Proration. If a portion of qualified research
expenses is incurred partly within and partly outside
this state and the amount incurred in this state cannot
be accurately determined, a portion of the qualified
expenses shall be reasonably allocated to this state.
Expenses incurred entirely outside this state for the
benefit of research in this state are not allocable to this
state under this paragraph.

(e) Change of business or ownership. In the case of a
change in ownership or business of a corporation, sec-
tion 383 of the internal revenue code, as limited by this
subsection, applies to the carry over of unused credits.

(f) Carry-over. If the credit computed under par.
(a) is not entirely offset against Wisconsin income or
franchise taxes otherwise due, the unused balance may
be carried forward and credited against Wisconsin
income or franchise taxes otherwise due for the fol-
lowing 15 taxable years to the extent not offset by
these taxes otherwise due in all intervening years
between the year in which the expense was incurred
and the year in which the carry-forward credit is
claimed.

(g) Administration. The department of revenue has
full power to administer the credit provided in this
subsection and may take any action, conduct any pro-
ceeding and proceed as it is authorized in respect to
income and franchise taxes imposed in this chapter.
The income and franchise tax provisions in this chap-
ter relating to assessments, refunds, appeals, collec-
tion, interest and penalties apply to the credit under
this subsection.

(h) Timely claim. No credit may be allowed under
this subsection unless it is claimed within the period
specified in s. 71.75 (2).

(i) Nonclaimants. The credit under this subsection
may not be claimed by a partnership or tax-option
corporation or by partners or shareholders of a tax-
option corporation.

(4) RESEARCH FACILITIES CREDIT. (a) Credit. For
taxable year 1986 and subsequent years, any corpora-
tion may credit against taxes otherwise due under this
chapter an amount equal to 5% of the amount paid or
incurred by that corporation during the taxable year
to construct and equip new facilitiecs or expand
existing facilities used in this state for qualified
research, as defined in section 41 of the internal reve-
nue code. Eligible amounts include only amounts
paid or incurred for tangible, depreciable property but
do not include amounts paid or incurred for replace-
ment property.

(b) Calculation and administration. Subsection (3)
(b) to (i) as it relates to the credit under that subsection
applies to the credit under this subsection.

71.48 Payments of estimated taxes. Sections 71.29
and 71.84 (2) shall apply to insurers subject to taxa-
tion under this chapter.
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71.49 General provisions. (1) COMPUTATION ORDER.
Notwithstanding any other provisions in this chapter,
corporations computing liability for the tax under s.
71.43 (1) or (2) shall make computations in the follow-
ing order:

(a) Tax under s. 71.43 (1) or (2).

(b) Credit for sales tax on fuel under s. 71.47 (2b).

(c) Research credit under s. 71.47 (3).

(d) Research property credit under s. 71.47 (4).

(¢) Community development finance authority
credit under s. 71.47 (1).

(fH) The total of farmland preservation credit under
subch. IX and estimated tax payments under s. 71.48.

(2) ELECTIONS UNDER INTERNAL REVENUE CODE.
Elections authorized by and made in accordance with
the internal revenue code, except an election to file
consolidated returns or to claim a credit against fed-
eral tax liability rather than a deduction from income,
shall be deemed elections for the purpose of applying
this chapter.

(3) PenaLTIES. Unless specifically provided in this
subchapter, the penalties under subch. XIII apply for
failure to comply with this subchapter unless the con-
text requires otherwise.

SUBCHAPTER VIII
HOMESTEAD CREDIT

71.51 Purpose. The purpose of 