Tax 2.01

DEPARTMENT OF REVENUE 9

Tax 2

Chapter Tax 2
INCOME TAXATION, RETURNS, RECORDS AND
GROSS INCOME '
Residence (p. 10) Tax 2.26

Tax 2.02
Tax 2.03
Tax 2.04
Tax 2.05

Tax 2.06

Tax 2.07
Tax 2.08
Tax 2.081
Tax 2.085
Tax 2.09
Tax 2.10

Tax 2.105

Tax 211
Tax 2.12

Tax 2.13
Tax 2.14

Tax 2,15
Tax 2.16

Tax 2.165
Tax 2.17

Tax 2.18
Tax 2.19
Tax 2.20

Tax 2.21
Tax 2.22
Tax 2.24
Tax 2.25

Reciprocity {p. 10)
Corporation returns (p. 13)
Information returns and wage
statements {p. 14)

Information returns; forms 8 for
corporations {p. 15)
Information returns required of
partnerships and persons other
than corporations (p. 15)
Income tax returns of dissolved
corporations (p. 15)

Returns of persons other than
corporations (p. 16)

Indexed income tax rate sched-
ule (p. I7)

Claim for refund on behalf of a
deceased taxpayer (p. I9)
Reproduction of Income tax
forms (p. 19)

Copies of federal returns, state-
ments, schedules, documents,
efe. to be filed with Wisconsin re-
turns (p. 20)

Motice by taxpayer of federal au-
dit adjustments and amended re-
{urns (p. 20)

Credit for sales and use tax paid
on fuel and electricity (P. 24?‘
Amended income and franchise
tax returns (p. 25)

Moving expenses {p. 26)
Aggregate personal exemptions

(p- 26} .

Methods of accounting for cor-
porations (p. 27)

Change in method of accounting
for corporations (p. 27)

Change in taxable year (p. 28?
Cash method of accounting for
corporations {p. 30)

Accrual method of accounting
for corporations (p, 30
Instalment method of account-
ing for corporations (p. 31)
Accounting for acceptance cor-
porations, dealers in commeycial
paper, morigage discount com-
panies and small loan companies
{p. 31)
Accounting for
contractors {p. 32)
Accounting for = incorporated
dealers in securities (p. 32)
Accounting for incorporated re-
tail merchants (p. 32
Corporation accounting gener-
ally (p. 32}

incorporated

Tax 2.30
Tax 2.31
Tax 2.39
Tax 240
Tax 2.41
Tax 244
Tax 2.45
Tax 2.46

Tax 2.47

Tax 2.48

Tax 2.49

Tax 2.60

Tax 2,506

Tax 2.51

Tax 2.53
Tax 2.66
Tax 2.57
Tax 2.60
Tax 2.61

Tax 2.63
Tax 2.65
Tax 2.69
Tax 2.70

“Last in, first out™ method of in-

ventorying for corporations
(p. 33 ] i
Property located outside Wis-

consin—depreciation and sale

(. 34)

'IPaxation of personal service in-
come of nonresident professional
athletes (p, 35)

Apportionment method (p. 26)
Nonapportionable income

Separate accounting method

. 43)

g’ermimion to change basis of al-
location (p. 44)

Apportionment in special cases
(p- 49) . . .
Apportionment of business in-
come of interstate air carriers
(p. 44) .
Apportionment of net business
income of interstate motor carri-
ers of property (p. 45) -
Apportionment of net business
incomes of interstate pipeline
companies {p, 45)
Apportionment of net business
incomes of Interstate fnance
companies {p. 46)
Apportionment of net business
incomes of interstate public util-
ities (p. 47}

Apportionment of net business
income of interstate professional
sports clubs (p. 47)

Rent receiveg by corporations
from Wisconsin real estate

. 48)

g;ock dividends and steck rights
received by corporations (p. 48)
Insurance proceeds received by
corporations (p. 49}

Annuity payments received by
corporations (p. 49

Dividends on stock sold “short"
by corporations {p. 49)

Building and loan dividends on
instaiment shares received by
corporations (p. 49)

Dividends acecrued on stock
p. 49}

Interest received by corpora-
tions (p. 50)

Income from Wisconsin business

(p. 50) .
ain or loss on capital assets of

corporations; basis of determin-
ing (p. 50)

Register, June, 1988, No, 402




10 WISCONSIN ADMINISTRATIVE CODE

Tax 2

Tax 2.72 Exchanges of property by corpo-

rations generally {p. 51)

Tax 2,721 Exchanges of property held for
productive use or investmeni by
corporations (p. 51)

Tax 2,93  Involuntary conversion by cor-

porations (p. 52)

Gain or loss on disposition of

property by corporations; ad-

justments to basis (p. 52)

Recoverles by . corporations

Tax 2,74

Tax 2,76

(p. 51} )
Refunds of taxes to corporations
(p. 51}

improvements on leased real es-
tate, income to corporate lessor
{p. 54) .

Damages received by corpora-
tions {p. 54)

Nexus (p. 51) -
Requirements for written elec-
tions as to recognition of gain in
certain corporation liquidations
{p. 57) .

Income fo corporations from
cancellation of government con-
tracts (p. 57%

Reduction of delinquent interest
-rate under s, 71.13 (1} {b), Stats,

Tax 2.76
Tax 2.80

Tax 2.8!

Tax 2.82
Tax 2.83

Tax 2.86

Tax 2,87

Tax 2.88
Tax 2.89

Tax 2.90
Tax 2.9

Tax 2.92
Tax 2.93

Interest rates (p. 58)

Pernalty for underpayment of es-
timated tax (p. 59)
Withholding; wages {p. 59)
Withholding; fiseal year taxpay-

ers (p. Gl)
Withholding tax exemptions

{p. 61)

Withho]din¥ from wages of a de-
ceased employe and from death
benefit payments (p. 62}

Pax 2.935 Reduction of delinquent interest
rate under s. 71.20 (5) (¢}, Stats.

. (p. 63
Tax 204 Tax sﬁe!tered annuities (p. 84)
Tax 2946 Spousal individual retirernent
contributions {p. BBI
Tax 2.95 Reporting of installment sales
by natural persons and fiduei-
artes (p. 66)
Tax 2,955 Credit for income taxes paid to
other states {p. 68)
Tax 2.956 Historic structure and rehabili-
tation of nondepreciable historic
property credits, (p. 69)
Extension of time to Gle corpora-
tion franchise or income tax re-
turns (p. 70)
Tax 2.98 Disaster area losses {p. 71)

Tax 2.96

(p. 57}

Tax 2.01 Residence. (s. 71.01, Stats.) Individuals claiming a change of
restdence, i.e., domicile, from Wisconsin to another state shall file form I-
827, “Residence Questionnaire”, with the Wisconsin department of reve-
nue by attaching it to their Wisconsin income tax return for the year
they claim to have changed residence, and shall furnish other informa
tion the department may require. :

Note: Form I-827 may be obtained from the department at 4638 University Avenue, Madi-
son, or from any other department of revenue office located throughout the state, or by mail
request 1o Wisconsin Department of Revenue, P.O. Box 8303, Madison, Wisconsin 53708,

Hislory; 1-2-56; r. (1}; Tenum. {2) to be (1); renum. (3) to be (2) and am., Register, Septem-
ber, 1964, No. 105, eff. 10-1-64; am. Register, February, 1975, No. 230, eff, 3-1-75; r. (1),
renum. (2) and am., Register, July, 1987, No. 379, eff. 8-1-87.

Tax 2.02 Reeiprocity. {s. 71.03(2)(c), Stats.) (1)GENERAL. (a) In this
rule, “residence’ ancf “resident’’ are synonymous with “domicile” and
“domiciliary”, respectively, except when referring to the reciprocity
agreement with Ilinois. A person may be a resident of Illinois while dom-
ieiled in Wisconsin or a person may be domiciled in Illinois but not be a
resident of 1llinois. The I1linois Income Tax Act defines a resident as “‘an
individual (1} who iz in this state for other than a temporary or transitory
purpose during the taxable year; or {ii) who is domiciled in this state but
is absent from the state for a temporary or transitory purpose during the
taxable year”. :

{b) Income earned by a nonrestdent individual for performing personal
services in Wisconsin shall be excluded from Wisconsin gross income to
the extent the individual’s state of residence imposes an income tax on
such personal service income if that state allows: . :

1. A similar exclusion for personal service income earned by individu-
als domiciled in Wisconsin while working in that state; or
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(e) Income tax paid to a county, city, village, town or foreign country.

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

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

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

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

; ﬁme: An example of the time for claiming the credit referred to in sub. (5} of 5. Tax 2.955
ollows: .

A Wisconsin resident receives income of $4,008 in 1988 from rental property located in
Towa. The person files a 1980 declaration of estimated tax of $200 with fowa, with 3150 of
declaration payments being made in 1980 and the fourth quarter payment of $50 being made
in January 1981, The lowa Income of $4,000 is reported as income on the 1980 Iowa and Wis-
consin returns. The 1980 lowa income tax return shows the following:

- 1980

Towa Return
Iowa Rental Income .o 8 ﬂ
Towa Net Tax (amount to be clafmed as a credit on 1975 Wis- L
 consin return) $. 185
Declaration Payments ) 3 LGO
Refund s " 15

The taxpayer may claim a “Credit for net income tax paid to other states’ of $185 on the
1986 Wisconsin return, even though a part of such tax was paid in 1981. ) .

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

Tax 2.956 Historic structure and rehabilitation of nondepreciable hisioric
property credits, (s. 71.07 {9m) and {9r), 71.28 (6) and (7) and 71,47 {5)
and (6), Stats.) (1) PurpoSE. This section clarifies the phrase “first ap-
plies. . . for projects begun after December 31, 1988” as used in the initial
applicability of s. 71.09 (12p) and (12q), Stats., as created by 1987 Wis-
consin Acts 395 and 399, respectively. The initial applicability is pro-
vided in section 71 of Act 395 and in section 3203 (47) (mp) of Act 399.

(2) DEFINITION OF “BEGUN”. In the initial applicability of s. 71.09
{12p) and (12q) Stats., the date a project is “begun” means the date on
which the physical work of rehabilitation commences, The physical work
of rehabilitation commences when actual construction, or destruction in

Register, June, 1988, No. 402




70 WISCONSIN ADMINISTRATIVE CODE
Tax 2

preparation for construction, commences. The term “physical work of
rehabilitation,” however, does not include preliminary activities such as
planmng, designing, securing financing, explormg, researching, develop-
ing plans and specifications, or stabilizing a building to prevent deterio-
ration, such as placing boards over broken windows,

History: Emerg. ¢r, 12-28-88; er. Register, June, 1989, No. 402, eff. 7-26-89.

Tax 2,96 Extension of time (o file corporation franchise or income tax re-
turns, (s. 71.10 (5} (a), Stats.} (1) GENERAL. Corporation franchise or
income tax returns, forms 4 and 5, are due on or bhefore the 15th day of
the 3rd month following the close of a corporafion's taxable year unless
an extension of time for filing has been granted. The returns may be filed
within the same extension period allowed for filing corresponding federal
income tax returns under the internal revenue code. In the alternative, a
corporation may obtain an extension from the department for a perlod
not to exceed 30 days, or not to exceed 6 months in the case of a coopera-
tive filing a return or a domest:c international sales corporation, if the
extension is requested prior to the original due date of the return,

(2) PROCEDURE (a) The 30-day or G-month extenston from depariment.
A request for a 30-day or 6-month extension, Form 1C-830, irom the de-
partment shall be filed in duplicate by the taxpayer prior to the original
due date of the tax return, A payment submitted with the extension re-
quest will be acknowledged on the copy of the extension request which is
returned to the taxpayer,

(b) The 3-month federal exlension. 1. A copy of federal extension Form
7004 shall be attached to a Wisconsin franchise or income tax return filed
under the federal automatic 3-month extension provision for the Wiscon-
sin return to be considered timely filed.

2. A taxpayer using a federal extension who desires to minimize inter-
est charges during the extension period may pay any estimated tax liabil-
ity on or before the 15th day of the 3rd month following the taxable year.
This may be done by attaching a remittance either to an amended ‘“Wis-
consin Declaration of Estimated Corporation Franchise or Income Tax"
form or to a copy of the federal extension (Form 7004) and mailing them
to the department of revenue.

(e) Additional federal extensions. If an additional extension of time has
been granted by the infernal revenue servies, a copy of both sides of the
extension, Form 7005, showing the action and signature of the district
director, shall be attached to the Wisconsin franchise or income tax re-
turn for that return to be considered timely filed.

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

(3) INTEREST CHARGES AND LATE FILING FEES. (a) Any additional tax
due with the complete return which is not paid by the original due date is
subject to interest at 12% per year during the extension period and 1%%
per month from the end of the extension period until the date of pay-
ment.
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(b) Any required installments of estimated tax unpaid as of the origi-
nal due date of the return are subject to interest at 1%% per month until
paid regardless of any extensions granted for filing the return,

(e) A corporation return filed after the extension period is subject toa
$10 late filing fee.

(4) CONSOLIDATED RETURNS. Because Wisconsin does not permit the
filing of econsolidated returns, a copy of the automatic federal extension,
form 7004, and any additional federal extension, form 7005, shall be at-
tached to the Wisconsin franchise or income tax return of each member
of an affiliated group filing a Wisconsin tax return,

(5) DOMESTIC INTERNATIONAL SALES CORPORATIONS. Since a Domestic
International Sales Corporation’s (DISC's) federal annual information
return, Form 1120 DISC, is not due for federal purposes until the 15th
day of the 9th month following the end of the taxable year and the
DISC’s Wisconsin return, Form 4 or 5, is due on or before the 15th day of
the 3rd month following the end of the taxable year, a federal extension
for 2 DISC cannot apply to the Wisconsin return. If a complete Wiscon-
sin return cannot be filed by the due date, the corporation may ohtain an
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