1997

Combined Wisconsin
Individual and Fiduciary Income Tax Return
For Nonresident Partners

Form 1CNP Instructions

New for 1997 . ..

Computation of nonresidents income tax
changed

For taxable years beginning in 1997, the computa-
tion of a nonresident’s Wisconsin income tax has
changed. See the tax computation worksheet on
page 5.

Important . . .

Extensions of time to file

Any extension of time allowed by the Internal
Revenue Service for filing the partnership's federal
return automatically extends the time to file Form
1CNP to the same extended due date provided a
copy of the federal extension is attached to the
Form 1CNP filed. See page 1.

Temporary recycling surcharge

The temporary recycling surcharge applies to
partners who receive at least $4,000 of guaranteed
payments from the partnership. Report on Form
1CNP a nonresident partner’s surcharge on guar-
anteed payments received from the partnership.
The remainder of the partnership income is subject
to the surcharge at the partnership level.

Composite Estimated Tax Vouchers

Use the Wisconsin Composite Estimated Tax
Vouchers, Forms CN-ES, included in this booklet to
make estimated tax and temporary recycling sur-
charge payments for nonresident partners who will
be participating in a combined return, Form 1CNP,
for 1998.

IP-031

For More Information . . .

» Wisconsin Tax Bulletin

This quarterly bulletin published by the Department
of Revenue provides information about new Wis-
consin tax laws, court decisions, interpretations of
law, etc. Subscriptions cost $7 per year.

e Topical and Court Case Index
This index gives references to Wisconsin statutes,
administrative rules, Wisconsin Tax Bulletin tax
releases and private letter rulings, publications, and
court decisions. The index is published in Decem-
ber, with an addendum provided in May. The
annual cost is $18, plus sales tax.

To order the bulletin or index, send a check made
payable to “Document Sales” to the Wisconsin De-
partment of Administration, P.O. Box 7840, Madison,
WI 53707-7840.



Instructions for Form 1CNP

General Instructions

Who May File

What Income Is Reportable on Form 1CNP

Each qualifying and participating partner’s distributive
share of partnership income for the partnership’s taxable

A partnership, including a limited liability company (LLC) years ending between January 31, 1997, and December 31

classified as a partnership for federal incomegarposes,
that derives income from business transacted, services
performed, or property located Wisconsin and has two

or more nonresident partners who derive no taxable income
or deductible loss from Wisconsin other than their distribu-
tive shares of the Wisconsin partnership income or loss

1997, isreported on a 1997 ForCNP. The combined

retusnesphe separat®97Wisconsin individual and

fiduciary income teeturn that otherwise would Héed

by each ajudidying and participatinghonresident
partners.

may file a combined return on behalf of those partners. ThaVhen to File
partnership files this combined return on Form 1CNP. Thelfjorm 1CNP is due April 15, 1998.

partnership and partners must agree to the rules prescribe

by the WisconsinDepartment of Revenue as set forth ytansions of Time to File

below in order tdile this combined return. .
Nonresident partnersvith other sources ofWVisconsin
income or loss and all full-year and part-year resident
partners may ndfile on Form 1CNP. Insteadhey must
file their own Wisconsin income tareturns.Full-year
resident individualsfile Wisconsin Form 1, part-year
resident and nonresident individuéile Wisconsin Form

Any extension allowed by the Internal Revenue
Service forfiling the partnership’s federal return
automatically extends the dakate of Form 1CNP to
the same extended due date.

If the partnership doesndpply for afederal exten-
sion, but needs additional time fite the Wisconsin

INPR, and estates and trusile WisconsinForm 2 to
reporttheir own income.

Nonresidents of Wisconsin who had Wisconsin gross
income (or combined gross income of both spouses) of

$2,000 or more during 1997 muiie a Wisconsinncome
tax return (Form 1INPR or Form 1CNP). Grassome

means all income (before deducting expenses) reportable

to Wisconsin which is received in thierm of money,

property, or services. Gross income includes a distributive
share of partnership gross income as reported on Wisconsin

Schedule 3K-1line 21,column d. If gross income iess

than $2,000, &Visconsin income taxeturn doesn’t have

to be filed.

Who May Not Participate in Combined Return

A partnermay not participate in thisombined return in

any of the following cases:

» The partner is an estate or trust that has distributabl

income in the currengear.
* The partner is a partnership or corporation.

* The partnerfiles his or her individual offiduciary
income tax return on fiscal year basis.

»  The partner is a resident of Wisconsin during aayt
of 1997.

»  The partner derives taxable income fradisconsin in
1997 othethan his or her distributive share pért-
nership income or losisom one partnership.

return, you may obtain an extension available to
partnerships under federal law. To receive the Wis-
consin extension, yomust attach toyour Wisconsin
return a completedopy of theappropriate federal
extension application form or a statemerplaining
which federal extension provision you are using.

Extensions to fileallowed by the Internal Revenue
Service to individual partners witllso give Wisconsin
extensions to those particulpartners provided the
federal extensions are attached to the Wisconsin
return. Other partners who don’t have an extension
will be subject to latefiling fees and delinquent
interest ifForm 1CNP idiled after April 15,1998.

Where to File

Mail Form 1CNP to th&VisconsinDepartment of Reve-
nue, P.O. Box 8912yladison, WI53708-8912.

stimated Tax and
emporary Recycling Surcharge Payments

If a partner will owe tax ficluding the temporary recycling
surcharge) of $200 or more on his or H&98Wisconsin
income, estimated tax paymemisist be made to avoid an
interest charge. The partnership may make estimated tax
payments on behalf of any or all of the partners who may
participate in the combined return. The partnership must
use the Forms CN-ESVisconsin Composite Estimated
Tax Voucher, included in this booklet. Attach a schedule to
Form CN-ESshowing the nameaddresssocial security
number (federal employer identificatioumber for trusts),
and estimated tax payment to be credited to each partner’s
account.
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Send all estimated tax payments for partners willdbe To amendForm 1NPRfile a Form 1NPRclearly
participating in a combined return to thé/isconsin maked “AMENDED RETURN” at the top of the
Department of Revenue, P.O. B&912, Madison, WI form. Include any partnership income or loss previ-
53708-8912. ously reported on Form 1CNPagh to the amended
return a copy of the finalederal audit report if the
Note: Do not combine payments for residents and nonresi- amended return iBeing filed as a result of federal
dents. Use Form CN-ES only for nonresident partners who  audit. Otherwise, attach an explanation of the changes
will file on Form 1CNP.Full-year residents, part-year made and the reasons for the changesldiming
residents, and nonresidents wiile on Form 1INPR must credit for taxes previously paid on your behalf on
make their estimated tax payments individually udtagm Form 1CNP, include a statement indicating tegpo-
1-ES. ration’s name and federal employer identification
number and amount of tax paid. Send the amended
Internal Revenue Service Adjustments return to the Wisconsin Department of Revemseg
and Amended Returns the address specified in th®rm 1NPRinstructions.
Wisconsin lawrequires the following information to be
provided to the Department of Revenue: Refunds, Assessments, and Correspondence

By filing Form 1CNP, the signing partner declares that the
Adjustments made to a partner’s federal tax return bypartnership has gower of attorney or other written
the Internal Revenue Service that affect the Wisconsimauthorization from each qualifying andrpaipating partner
net tax payable, the amount oldisconsin credit, a to file a combined return. The Department of Revenile
Wisconsin net operating loss carryforward, or a mail refund checks, assessments, and all correspondence t
Wisconsin capital loss carryforwardust be reported the partnership at the address indicatedcorm 1CNP. If
within 90 daysaftertheybecomsfinal. an issue cannot be resolved between the partnership ant
the department, the partnership must agree to be responsi
Changes made on a partner's amended refiled ble for the payment of any additional taxe,interest, and
with the Internal Revenue Service that affect the penalties, as finallgletermined. In unusual circumstances,
Wisconsin net tax payable, the amount dVg&consin  the department may contact timelividual partners.
credit, a Wisconsin net operating loss carryforward, or
a Wisconsin capital loss carryforwardust be re-  Additional Forms or Information

ported on an amended/isconsinreturnwithin 90 |ty need additional forms, call (608) 266-1961 or write

daysafterfiling the amended federal return. to the Forms Reque$ffice, WisconsinDepartment of
Revenue, P.O. Box 8908)adison, WI53708-8903. To

Either the partnership or the partner must report thisyeceive forms or publications by FAX, use your fax
information as follows: telephone taall thedepartment’s Fax-A-Form Retrieval

. . System at (608) 261-6229. You may atdmwnload forms
The partnership musie anamended Form 1ICNP 10 from the 'department's Internet website at

report federal adjustments or amendments to a partpy:/mwww.dor.state.wi.us.
ner’s federal return that affect the amount of the

partner’s income or tax reported on the partnership'sit you need helpwith the combined return, write to the
original Form 1CNP. Wisconsin Department of Revenue, P.O. B8933,

Madi , WI53708-8933 [ (608) 266-5464.
To amend Form 1CNPiile another Form 1CNP, adison ocall( ) 266-546

clearly marked “AMENDED RETURN” at the top of
the form. Attach to the amended reture@py of the
final federal audit report if the amended return is
being filed as a result of a federalidit. Otherwise,

attach an explanation of the changeade and the A nonresident partner's portion of the partnership’s income
reasons for the changes. Send the amended return toinhtable to a business located in Wisconsin, services
the WisconsinDepartment of Revenue, P.O. BoX nerformed inWisconsin, or real or tangiblgersonal
8991, Madison, W1 53708-8991. Don't attach it to the ronerty |ocated in Wisconsin is taxable by Wisconsin.
return for the currenyear. Business income is taxable whether or not the individual
partner conducts business in Wisconsin. Howepariner-

ship income derived from personal services;luding

report federal adjustments or amendments t0 the,stessional services, is taxable to a nonresident partner
partner’s federal return that affédtisconsin items of only if that nonresident partnepersonally performs

income, loss, or credit other than the partnership geryices in Wisconsin. Thamount of personal service
income or lossreported on the partnership’s FOrm jncome attributable to theonresident partner's services
1CNP. performed inWisconsin is taxable.

Wisconsin Taxation of Partnership Income
of Nonresidents of Wisconsin

The partner musfile an amended Form 1NPR to



Example 1. Two nonresident individuals are partners of a
partnership that does businessly in Wisconsin. Both

nonresidents are taxed on their entire share of the partner-

ship income for Wisconsin income t@xrposes.

Example 2.Two nonresident individuals and one Wiscon-
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B Line 5. Total Tax and Temporary Recycling
Surcharge — Add the amounts ofines 2, 3, and 4 and
enter the total.

B Line 6. Estimated Tax Payments— Enter the total
estimated tax payrfremtsSchedule 2, column K.

sin resident are equal partners in a partnership that does

business in Wisconsin and lllinois. Tipartnership derives
40% of its income from businesxctivities in Wisconsin
and 60% from business activities in Illinois. The Wisconsin
resident partner operates tWgisconsin business. The
nonresident partners operate thknois business. The

nonresident partners are taxed on two-thirds (one-third

each) of the 40% of thpartnership income attributable to
business activities in Wisconsin.

Example 3.A nonresident is a limitegartnerwith a 1%

B Line 7 or 8. Balance of Tax Due or Overpayment
— Complete line 7 or 8 tietermine the amount you owe

or yorgrpayment.

If you owe an additional amount, you may pay by check ol
morwsr madepayable to the WisconsiDepartment
of Revenue. Write the partnership’s federal employ:
identification number on the check and attach it to the fro
of Form 1CNP.

interest in partnership profits, of a partnership that derivedll  Line 9. Amount to Apply to 1998 Estimated Tax—

income fromreal estate located in Wisconsin andiher
states. The nonresident limitgartner is taxed on 1% of

the partnership income attributable to the real estate

located in Wisconsin.

Example 4.A nonresident is a partnenith a 10% interest
in partnership profits, of a certified public accounting firm
that operates in and outsidféisconsin. One-fourth of the

partnership’s income is attributable to professional services
performed in Wisconsin and three-fourths is attributable to

professional serviceperformed in other states. The
nonresident partner doesrpersonallyperform any ser-
vices in Wisconsin. The nonresident isn’t subject to

Enter the amount of any overpaymentioa 8 youwant to
apply to the partner898estimated tax. Attach to Form

1CNP a schedule skaulipgrtner’'s namedentifying

number, and share of the amountlore 9. Thebalance

will be refunded.

B Signatures— A general partner of the partnership
must sign and datem 1CNP at the bottom of page 1. If
the retprapsred by someone othian an employe
of the partnership, the preparer’s signature is also requ

B Attachments— Attach a copy of any application for
an extension of time tble the return. Don't attach federal

Wisconsin income tax on his or her proportionate share ofForm 1065, Wisconsin Form 3, the federal SchedHlels

the income earned Wisconsin.

Line-by-Line Instructions

Complete federal Forml065 andWisconsin Form 3,
including all supporting schedulesefore starting Form

or the Wisconsin Schedul&k-1.
Schedule 2

B Columns A and B.Name and Address and ldenti-
fying Number — Enter the information requested con-
cerning thenonresident partners whqualify and are
participating in thiscombined return. Complete names,

1CNP. Complete page 2 of Form 1CNP first; then enter theaddresses, anitlentifying numbers are required. For

totals from Schedule 2 on Schedule 1.
Schedule 1

B Line 1. Wisconsin Partnership Income (Loss) of
Qualifying and Participating Nonresident Partners —
Enter the total income (loss) from Schedule 2, column E.

B Line 2. Tax — Enter the total tax from Schedule 2,
column H.

B Line 3. Alternative Minimum Tax — Enter the total
alternative minimum tax from Schedule 2, column I.

B Line 4. Temporary Recycling Surcharge— Enter
the total temporaryecyclingsurcharge from Schedule 2,
column J.

individual and estate partners, enter the social security
number in column B. For trust partners, enter the federal
employer identificatiomumber. Attach a separate sched-
ule, if necessary.

B ColumnC. Partner's Share of Wisconsin Partner-
ship Income (Loss)— Using theamounts entered on
Schedule 3K-1, column d, compute eaentper’s Wiscon-

sin income or loss to enter on Schedule 2, column C. Don’t
include guaranteed payments in column C; instead, show
these payments in column D.

Show income as a positive number. Show losses by putting
the amount in parentheses.

The netincome may not agree with the total of the amounts
on Schedule 3K-1, column d, for tliellowing reasons:
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*  Onlythose separately stated deductions of the partner- for malingdhfjoint reurn, and MFS for marriedling
ship (Schedule 3K-1, linestBrough 11 and 3a)that a separate return.
are deductible by the partners in computing federal
adjusted gross income are allowed as deductions oNote: To use the jointreturnfiling status, the partner’s
Form 1CNP. Amountghat are deductible by the spouse cannot have any income taxable by Wiscartsier
individual partners as itemized deductions (such ashan income fronthis same partnership. If both spouses
charitable contributions from Sched8&-1, line 8; are partners anthey wish tocomputetheir taxjointly,
deductions relating to portfolio income (loss) from combine their net incomes for purposesetermining the
Schedule 3K-1Jline 10; andother miscellaneous tax to enter in column G.
itemized deductions from Schedule 3Kihe 11)
aren’t deductible on Form 1CNP. Use thdsconsin B Column H. Tax — If the partner’s federal adjusted
apportionment percentage to allocate allowablegross income has been entered on Schedule 2, column F
deductions to Wisconsin. figure the tax on the income in column E by using the tax
computation worksheet for individuals on pageDmn’t
» Passive activity losses may be limited@svided in  use the tax tables in theorm WI-Z, 1A, or 1 booklets
the Internal Revenu€ode. because atandard deduction is built into those tables. No
standard deduction or itemized deductiovils be allowed
* 60% of the net capital gairealized on assets held for purposes othis combinedfiling.
morethan 1 year iexcludable from income.
For estates and trusts, use the tax rate schedule below.
* The net capital loss deduction is limited$600.

If any of these differences apply, attach a schedulédion 1997 Tax Rate Schedule —
1CNP showing the computation of net income. Estates and Trusts
] ) If column E is: The 1997 gross tax is:
Estates and trusts may be allowed certain deductions used, ., _ but not of the
in computing adjusted gross income. over — amount
over —
If the partner is claiming a net operating loss carryforward,] s $ 7,50D 49% $ o
attach a schedule showing the computation of the 7.500) 15,00 $367.50 + 6.59% 7.5p0
carryforward. 15,009 orover $858.75 + 6.93% 15,00p

Caution: An individual or fiduciary generallynust have a
federal net operating loss erder tohave a Wisconsin net  Alternate Method: If the partner’s federal adjusted gross
operating loss. For exceptions, see the tax release titlethcome is unknownmultiply the Wisconsinincome in
“Wisconsin Net Operating Loss Whdrhere Is No Federal column E by 6.93% (0.0693) and enter thesult on
Net Operating Loss” iWisconsin Tax Bulleti@O (January  Schedule 2, column H.
1991, page 19).
B Column . Alternative Minimum Tax — A partner
B Column D. Guaranteed Payments— Enter each  may be subject to the Wisconsin alternative minimum tax
partner's guaranteed payments attributabl®isconsin  if the partnership has adjustments and tax preference items
from Schedule 3K-1ljne 5, column d. that are attributable to Wisconsin (SchedBle-1, lines
14a througHl4e, column d).
B Column E. Total Income (Loss)— Add the amounts
in columns C and D for each partner. Complete a separaté@/isconsin Schedule MT for each
partner who is subject to the alternative minimum tax and
B ColumnF. Federal Adjusted Gross Income— For attach a copy to Form 1CNP. Enter the amount of alterna-
eachpartner who is an individual, enter thgartner’'s tive minimum tax incolumn 1.
federal adjusted gross income from federal FA&®40 on
Schedule 2, column RANote: If this information is not B Column J. Temporary Recycling Surcharge— A
available, you mustompute the partner'd/isconsin tax  partneracting in the capacity of partner who receives at
using the alternate method described in the instructions least $4,000 of guaranteed payments for federal incorr
below for Schedule 2, column H. purposgsnerally issubject to the temporamecycling
surcharge. The surcharge is the greater of $25 or 0.4345%
B Column G. Filing Status — Enter the appropriate of the guaranteed payments attributable to Wisconsin, but
designation for eachartner’sfiling status in 1997: S for not morethan$9,800. The surcharge doesajpply to a
single or arestate or trust, H for head of household, MFJ limited partner's guaranteed payments for the use of
capital.



For additional informatiorabout the temporargecycling
surcharge, refer to the department’s Publication 400
Wisconsin’s Temporary Recycling Surcharge

B Column K. Estimated Tax Payments— Enter any
estimated tax and temporary recyclisgrcharge payments
made by the partners or by the partnership on each par
ner’'s behalf.

Amended Return: If this is anamended return, enter the
tax and temporaryecyclingsurcharge previously paid.

B Column L. Balance Due or Overpayment —

Compute the balance due or overpayment for each partney.
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Tax Computation Worksheet — Individuals

10

11

12

If your filing status is:
¢ Single or head of household,
fill in $7,500
« Married filing joint return,
fillin $10,000
« Married filing separate return,
fillin$5,000 .............
Divide the amount from Schedule
2, column E, by the amount from
Schedule 2, column F, and enter
theratio ...................
Multiply line L by line2 .......
Fillin the amount from Schedule
2,columnE ................
Fill in the smaller of line 3 or
lined .....................

Multiply line 5 by 4.9% (0.049)
(round to the nearest cent) ...

Subtract line 5 from line 4. If the
result is zero, skip lines 8
through 11 and go to line 12 ..
Fill in the smaller of line 3 or
line7 .....................

Multiply line 8 by 6.55% (0.0655)
(round to the nearest cent) ...

Subtract line 8 from line 7. If the
result is zero, skip line 11 and go
tolinel2 ..................

Multiply line 10 by 6.93%
(0.0693) (round to the nearest
cent) ...

Add lines 6, 9, and 11. Fill in the
total here and on Schedule 2,
columnH..................




