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The new law for 1877 and subsequent
NEW INCOME TAX LAW AFFECTS IN THIS ISSUE taxahie years does not change the percent-

TAXPAYERS WITH LESS THAN
$12,000 OF INCOME

Significant changes in the individuat in-
come tax laws were passed by the Legisla-
ture in September and approved by the
Governor in Qctober. The new law {Chap-
ter 111, Laws of 1977) was enacted at the
request of the Governor and will apply to
income tax returns for the 1977 taxable year
and subsequent years.

The new law wili benefit about 280,000
individuals, all of whose incomes are under
$12,000. The new iaw enacts 3 types of
changes:

1) Increases the filing requirement for

full-year residents.

2) Provides a new low-income ailowance

which varies depending on a taxpayer's

age and marital status.

3} Aliows the standard deduction and

low-income allowance to be increased if

a taxpayer has dependents.

Filing Requirement

Under current law {s. 71.10 {2} (a) 4, Wis.
Stats.} for the taxable year 19786, the filing
requirements vary depending on a taxpayer’s
age and marital status. The amounts of gross
income which require a taxpayer to file a re-
turn range from $1,950 for single persons
under age 65 to $2,800 for married couples
when both spouses are age 65 or older.

The new law (s. 71.10 (7) {a} B) for the
1977 taxable year and thereafter provides
that nonresidents and part-year residents
are required to file a Wisconsin income tax
raturn if the single person’s or married cou-
ple’s grass income is $2,000 or more.

Full-year residents will have the foliowing
filing requirements for taxabte year 1977 and
subsequent years:
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Requirad to file if gross
income of single person
(or if married if com:

Marital status bined gross income of

gﬂﬂ 298 m;n igﬂu!gi) was!

$3,200 or over
$4,200 or over

Single, under 65

Single, 65 or over

Married, both
under 65

Married, one
spouse under 65
& one 65 or over

Married, both
spouses §5 or over

$5,200 or over

$6,200 or over

$7,200 or over
Variable Low-Income Allowance

Taxpayers will continue to have the op-
tion of claiming itemized deductions, the
percentage standard deduction or the low-
income allowance.

Under current law for the 1976 taxable
year, the percentage standard deduction is
16% of Wisconsin total income, not to exceed
$2,000 for a single individual or $2,000 in
the aggregate for a husband and wife, The
low-income allowance is $1,300 for a single
individual or $1,300 in the aggregate for a
hushand and wife.

age standard deduction, except for the addi-
tional amounts atlowed for dependents as
explained below. However, the low-income
allowance has been increased for many tax-
payers.

The new low-income allowance will range
from $1,300 to $5,700 (exclusive of the
additionat deduction for dependents) de-
pending on a taxpayer's income, age (under
65 vs. 85 or over} and marital status. A
husband and wife may split the low-income
allowance between them as desired. The
1977 income tax booklets will have a table
to allow persons to easily determine their
low-income aifowance.

Additionsl Deductions for Dependents

Under the new law beginning with taxa-
ble year 1977, single individuals with total
income under $12,000 and married couptes
with aggregate total income under $12,000
will increase their percentage standard de-
duction or low-income allowance for each
dependent claimed on their tax returns. The
additional deduction is as foilows:

Wisconsin total income

{ar combined total in- Addition
come of husband and for each
wife] _dependent
Less than $5,000 $800
$5,000 to $5,999 $700
$6,000 to $6,999 $600
$7.,000 to $7,999 $500
$8,000 to $8,999 $400
~ $9,000 to $9,999 $300
" $10,000 to $10,999 $200
$11,000 to $11,999 £100

$12,000 or over o

|f persons are married, both claim the
percentage standard deduction and the com-
bined total income of husband and wite is
less than $12,000, each spouse must claim a
standard deduction of 158% of his or her own
income. However, any additional deduction
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which is available for dependants may be

split between the spouses as they desire. One
spouse may claim the entire additional amount
or each spouse may claim a portion of it. For
example, if there are 4 dependents and a to-

tal combined income of $10,500 ($8,000
earned by spouse A and $2,500 earned by
spouse B}, the standard deduction would be
computed as follows:

Spouse A - $8,000 X 15% = $1,200
Spouse B - $2,500 X 15% = 8375

Because there are 4 dependents, an addi-
tional $800 of deduction (4 X $200) is avaii-
able. That amount may be divided between
the spouses in any manner they choose.

ELECTION CAMPAIGN FUND
CHECKOFF WILL BE ON 1977
INCOME TAX RETURNS

Chapter 107, Laws of 1977 {published
Qctaber 20, 1977} estabiishes a Wisconsin
Election Campaign Fund to provide cam-
paign funds to eligible candidates for a state-
wide office and the state legislature. The law
(s. 71.005 {2)) requires the Department to
place a space on each individual income tax
return to allow taxpayers to designate $1 to
the fund.

8eginning with the 1977 income tax re-
turn, each individuat filing a tax return may
designate $1 of the individual's net tax lia-
bility far ptacement in the Election Campaign
Fund. A space will be provided on Wiscon-
sin Forms 1 {long form) and 1A (short form)
for persons to make the designation.

Only persons with a net tax liability of at
least $1 may make the designation. If a tax-
paver is married, the taxpayer’s spouse may
also designate $1 to the fund if the spouse
has at teast $1 of net tax. |f one spouse des-
ignates $1, the other spouse is not required
to also designate $1.

A contribution to the fund wiil not in-
crease an individual’s tax or reduce an indi-
vidual’s refund.

SOME CHANGES MADE IN
NEXT YEAR'S INCOME TAX FORMS

The major tax forms to be used in filing
1977 Wisconsin income tax returns have
been finalized and sent for printing. The 1977
forms are generally very similar to the 1976
forms. They will, however, contain some

changes resulting from recently enacted leg-
islation, including the 1877-79 Budget Act
(Chapter 29, Laws of 1977} and the law en-
acting changes to the Wiscansin standard
deduction and low-income allowance (Chap-
ter 111, Laws of 1977). The more significant
changes include the following:

INDIVIDUALS

1. The booklets for Form 1 (long form) and
Form 1A (short form} will contain a table for
persons with adjusted gross income of less than
$12,000 to determine their low-income allow-
ance under the new taw. (See related article
on this item in this bulletin.)

2. Forms 1 and 1A will permit designation

of $1 of a taxpayer's net tax Hability to the
Wisconsin Election Campaign Fund. {(See
redated article on this itemn in this bulletin.)

3. Form 1 will reguest taxpayers to indicate
their filing status (single, married and filing
a combined return or married and filing a
separate return) similar to the current gues-
tion on Form TA.

4, The 1977 tax tables in Forms 1 and 1A
have been expanded to cover gross tax for
incomes up to $14,000. The 1976 tabies
only set out the tax for incomes up to
$10,000. Persons exceeding that had to
calculate their own tax. In addition, gross
tax figures in the tables will be expressed in
whole dollars. Amounts have been rounded
to delete the cents.

5. Schedule I {used to account for differ-
ences between federal and Wisconsin law)
and its instructions have been revised. The
new form and instructions will reflect the
differences between adjusted gross income
and itemized deductions as computed for
federai and Wisconsin income tax purposes
for 1977. Tao date, there are only five such
differences.

6. Wisconsin will again have a child and de-
pendent care schedule (Schedule 2441W).
Child and dependent care expenses will con-
tinue to be calculated and treated as a Wis-
consin itemized deduction, differing from
the federal income tax treatment of these
expenses as a federal income tax credit.

7. There will be no Wisconsin sick pay
schedule {1976 Schedule 2440W) for 1977.
Beginning with tax year 1977, Wisconsin
will recognize the same sick pay exclusion
allowable for federal tax purposes.

8. Form 1 will have a line for individuals
to ¢claim'a farmland preservation credit.
This credit will be available for the first time.

HOMESTEAD

1. Two new questions have been added to
Schedule H. These questions ask the claim-
ant if at the time of filing Schedule H the
claimant resides in a) property exempt from
real estate taxes or b} a nursing home and
receives medical assistance under Title X1X.
Most persons answering in the affirmative
will not qualify for a homestead benefit.

A line has also been added to Schedule H for
a claimant to enter the $600 household in-
come reduction factor. If a ¢laimant, a
spouse or dependent is 65 years or older at
the close of 1977, household income will be
reduced by $600 for the claimant.

2. A question has been added to the rent
certificate asking the landlord if the rental
property is subject to real estate taxes.

HOMESTEAD FILING
DEADLINE

Less than 2 months remain for eligible
Wisconsin renters and homeowners to file a
1976 Wisconsin Homestead Credit Claim if
they have not already done s0.

December 31, 1977 is the last day for
filing a claim for Homestead Credit {Schedule
H} for the year 1976. The law does not
permit late returns nor extensions of time to
file.

So far this year, about 234,000 Homestead
Claims have been filed. These claims have
averaged $205 and provided residents with
nearly $48 million in rent and property tax
rebates.

For 1976, Wisconsin residents 18 years
of age or older who had total-household in-
come during that year of less than $7,500
may qualify for a benefit. Some of the re-
quirements are:

— full year Wisconsin residency

— person cannot be claimed as a dependent
on someone else’s 1976 federal income
tax return, except for persons age 62 or
older

— persan cannot be a recipient of general
relief or Aid to Families With Dependent

Children (AFDC) when filing the Home-

stead Claim.
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For information about eligibility require-
ments, instructions on how to file, or obtain-
ing the form, Schedule H, contact any of the
Department’s 36 offices throughout the state
or write to the Department of Revenue, P. Q.
Box 80, Madisan, Wl &3701.

BULK ORDERS OF
TAX FORMS

Tine order blank (Form P-744) for re-
questing a bulk supply of 1977 Wisconsin
income tax forms was mailed in early Qcto-
ber. Bulk orders of income tax forms re-
guested by professional tax preparers are
subject to a minimal handling charge. How-
ever, no charge is made for forms which will
be used for distribution to the general public
such as is commonly done by many banks,
post affices, and libraries.

Persans ordering bulk suppties of tax
forms are again asked to determine their
order amounts as accurately as possible. Or-
ders for forms shoutd be placed as earty as
possible. This will aid the Department in
identifying possible shortages of forms.

If you are not currently on the Depart-
ment’s mailing list to receive the bulk order
blank and would like one, call any Depart-
ment office or write to the Department of
Revenue, Central Services Section, P. Q. Box
58, Madison, W 53?;91

INFORMATION REPORTS

WILL BE REQUIRED FOR
NONRESIDENT ENTERTAINERS
IN 1978

Beginning January 1, 1978, every Wiscon-
sin amployer of an entertainment corpora-
tion or nonresident entertainer or athlete
will be required to report to the Department
certain information about each Wisconsin
performance within 90 days of the perform-
ance, This law covers performances for which
the contract price exceeds $1,950. The re-
porting requirement was enacted in the 1977-
79 Budget Act {Chapter 29, Laws of 1977}

Under the new law, an “employer’ is any
Wisconsin resident parson or firm which en-
gages the services of a nonresident entertainer
or athlete or an entertainment corporation.
In the abserce of such “employer”, the per-
son required to report to the Department

will be the resident person last having re-
ceipt, custody or control of proceeds of the
entertainment event.

The taw defines “entertainment corpora-
tian’’ as a domestic or foreign corporation
which derives income from amusement, en-
tertainment or sporting events in this state
or from the services of an entertainer.

The information report (Form 9C) will
require such information as the name, ad-
dress and Wiscansin tax identification num-
ber (If any) of the employer; the entertainer’s
stage name, true pame, address and social
security number or the name and address of
the entertainment corparetion; and the
date, place and total amount of remunera-
tion received for each performance,

Form 8C, which is presently being devel-
oped, should be available in December 1977
and may be obtained at that time by writing:
Wisconsin Department of Revenue
Central Services Section
P. 0. Box 58 (Use P. 0. Box 8803 as of

January 1, 1978)
Madison, Wisconsin 53701 (Use zip 563708
as of January 1, 1978)

Any questions about the requirements of

this law may be directed to:

Wisconsin Department of Revenue

Compliance Bureau

P. O. Box 38 (Use P. O. Box B902 as of
January 1, 1978}

Madison, Wisconsin 53701 (Use zip 53708
as of January 1, 1978}

Phone: (608} 266-2776

REPORT ON LITIGATION

{This portion of the WI'B summarizes
recent significant Tax Appeals Commission
and Wisconsin court decisions. In cases
which decisions adverse ta the Depart-
ment’s position are rendered, it will be
noted whether or not the Department
acquiesces or will appeal.)

Sterling Custom Homaes Corp. vs. Dspart-
ment of Ravenue (Circuit Court of Dane
County, Case No. 164-3056, May 16, 1977.}
The sole issue before the court was whether
Sterling Custom Homes Corporation
{"*Sterling™) (a) was involved in seiling tan-
gible personal property in the form of build-
ing materials to contractors or builders, or

{b) was the contractor or builder and the
consumer of the materials furpished.

Sterling prefabricated custom-built homas
and markated them through 15 regional sales
managers who worked with local buiiders,
contractors and realtors. Customers gur-
chased homes from a local buitder, contrac
tor or realtor and the building permit was
normaily issued in the name of the builder
or contractor. Sterling's contracts were with
the builder-contractor. Sterling did not deat
directly with the home owner, other than ad-
vising the builder-contractor of the cost of
the exterier hause shell. The builder-contrac-
tor forwarded each customer’s plans and
specifications to Sterling, which prefabricated
the home in its manufacturing plant.

The buiider-contractor prepared the foun-
dation for the home and instalied dry-wall,
plumbing, heating and wiring in the shell,
After the foundation had been prepared,
Sterting’s drivers delivered the sections of the
exterior shell to the job-site and participated
in the ptacement of the shell on the founda-
tion, Sterling selected the type of crane and
operator best suited to the setting and assem-
bly of the component parts on the foundation
which was done in accordance with Sterling's
erection drawings.

The court found that, under these condi-
tions, Sterling was a contractor performing a
real property construction activity. It there-
fore was the consumer of the personal prop-
arty used in this construction activity and
had to pay sales and use tax on the cost of
such property.

The Department has appealed this decision
to the Wisconsin Supreme Court.

Moebius Printing Co. vs. Department of
Revenue (Circuit Court of Dane County,
Case Nos. 152-169 and 152-238, May 13,
1977.) Prior to May 12, 1872, the sales and
use tax taw contained a use tax exemption
for advertising materials printed outside
Wisconsin which were transported outside
the state for use solely outside the state.
The exemption resulted from s, 77.51(16},
Wis, Stats., which excluded from the defini-
tion of “starage” and "use’' the “keeping,
retaining or exercising any right or power
over tangible parsonal property for the pur-
pose of subsequently transporting it outside
the state for use thereaftar solely outside the
state.”

On May 12, 1972, a sales tax exemption
was established for printed materiat designed
to advertise and promote the sale of mer-
chandise or to atvertise the services of indi-
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vidual business firms, if such printed mate-
rial is used solely outside the state. (s. 77.54
{25), Wis. Stats.}

The issue in this case was whether the re-
tailer was entitled to a sales tax exemption
for advertising materials purchased in Wis-
consin and shipped ocutside the state for ex-
ctusive use outside the state prior to May 12,
1972,

The court held that the retailer was enti-
tled to the exemption. |1 stated that the
legisiative intent reflected that such a sales
tax exemption existed prior to May 12, 1872
and that s. 77.54 (25) merely clarified the
law in 1972.

The Department has appeaied this deci-
sion to the Wisconsin Supreme Court.

Department of Revenue vs. James T.
Jacobson (Circuit Court of Bayfield County,
Case No. 7519, July 6, 1977.} The taxpayer
was employed as a Wisconsin state trooper
during the years 1970 through 1973, inclu-
sive. The sole issue was whether the meal
reimbursement funds he received from his
employer were includable in gross income
for Wisconsin income tax purposes.

The taxpayer contended that the meal
reimbursements were excludable under
5. 119 of the Internal Revenue Code. That
section provides that to be excludabie, meals
must be furnished for the convenience of
the employer and on the business premises
of the employer.

The state highway patrol had certain pol-
icies regarding troopers’ meals. Among them,
troopers are not allowed to carry bagiunches
or consume them on the roadside or in their
vehicle. They must eat in close proximity to
their assigned sector and may not go home
for meals. The meals shall be eaten at the
convenience of troopers when the workload
allows. Troopers must be available to re-
spond to emergencies at all times, and troop-
ers are reimbursed for actual out-of-pocket
expenses incurred as the result of such pol-
icies.

It this case, the taxpayer was stationed
in northern Wisconsin and had not included
his meal reimbursement in gross income.
The taxpayer claimed that the meals were
furnished in cash reimbursement form, for
the convenience of the employer and pur-
suant to the employer’s standards.

The Court overturned the Wisconsin Tax
Appeals Commission and held that the meal
reimbursements are taxable income. The
Court held that the cash reimbursement was
not the same as “meals” and did not, as
such, fit within the statutory exemption
language.

St. Michael Hospital of Franciscan Sisters,
Milwaukee vs. David Adamany, as Secrotary
of the Department of Ravenua, and Backer
Construction Co., Ine. (Circuit Court of
Mitwaukee County, Case No. 449-303,

July 7,1977.)

The hospital claimed that its purchases of
construction materials which were incorpo-
rated into a hospital addition constructed by
Becker Construction Company, were exempt
from the sales and use tax. The Department
of Revenue assessed the construction com-
pany sales taxes, interest and penalties. The
hospital’s contract with the construction
company provided that the hospitai wouid
reimburse the construction company for
any amounts assessed.

The hospital went directly to circuit court
asking for a declaratory judgment and the
Secretary of Revenue moved that this action
be dismissed until normal administrative rem-
edies had been exhausted. The Court held
that it had the jurisdiction and authority to
void the Department's assessment against the
construction company and denied the motion
to dismiss.

The Department has appealed this decision
to the Wisconsin Supreme Court,

Phillip Cullen vs. Department of Revenue
{Circuit Court of Dane County, Case No.
152177, July 7, 1977.) Snowmabiles, all-
terrain vehicles and boats were rented to the
public by the taxpayer at the Lake Geneva
Playboy Club-Hotel. The taxpayer owned
the snowmobiles and all-terrain vehicles and
the club owned the boats, Taxpayer con-
tracted in writing with the club to maintain
the equipment and operate an a commission
basis for the benefit of club guests. A fact
in dispute was who collected the fees, the
taxpayer or the club.

The contract was silent on who was re-
sponsible for paying the sales tax. The issue
before the Court was whether Mr. Culien or
the club had the responsibility of reporting
the tax on these rental receipts. The Tax
Appeals Commission affirmed the Depart-
ment’s assessment against Mr. Cullen.

The Court held that the Commission’s
findings of facts were in error and remanded
the case to the Commission for further re-
view. Changing the findings of fact may
affect the conclusions of taw issued by the
Commission. The Court stated, however,
that as a matter of law, the club, which
owned the boats, was legally responsible
for the sales tax on the rentals and com-
missions for the boats. |t left open the
question of whether the operator could also
be liable for such taxes.

TAX RELEASES

(“Tax Releases™ ara designed 10 provide an-
swers to the specific tax questions coversd, hased
on the facts indicated. However, the answers may
not apply to all guestions of a similar nature. In
situations whare the facts vary from those given
harsin, it is recommendad that advice ba sought
from the Dapartment. Uniess otherwise indicatad,
Tax Raleases apply for all periods open to adjust-
ment. All refarences to section numbers are to
the Wisconsin Statutas uniess otherwise nated.

NOTE: Many of these were formerly distrib-
uted to Departmant personnel as sales tax memaos
ar reports, It is thought that these positions
would ba of help to taxpayers and tax practi-
tionars.}

SALES TAX
l. Admissions - Entry Fees
A. Entry Fees Paid by Professionals
Snowmaobile race entry fees are not
subject to the sales tax when the primary
motive of the majority of persons entering
the contest is “husiness’” and not “recrea-
tion"'. At large snowmobile races, commonly
most of the entrants are manufacturers who
shin semitraifer loads of their snowmobiles
to the event. They pay an entry fee (e.g.,
$25) with the motive of winning some por-
tion of the event and using the success for
advertising purposes. Under these condi-
tions, receipts from snowmobile entry fees
(both fees of professional and amateur en-
trants) are not taxable because the majority
of entrants are not pleasu,rat:.uly ar recrea-
tionally occupied by the event.

Entry fees of both professional and ama-
teur entrants are aiso not taxable for other
sportingtype contests in which the primary
motive of the majority of entrants is busi-
ness, not recreation. Such events include
golf tournaments, rodeos and auto races.

B. Entry Fees Paid to Enter Fishing
Contests

A fee paid for entering a fishing contest
on public waters is not taxable as an admis-
sion to a recreational facility. |f the contest
is held on a lake, river ar other public watersg
and anyone may enter the recreational facil-
ity, the entry fee is generally a device for
collecting funds to be used as prizes and is
not taxable.

11. Mailing Services

If @ Wisconsin printer’s in-state or out-
of-state customer requests a compieted order
(except exempt printed advertising material
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destined for exclusive out-of-state use) be Under these facts, the use tax does not VIil. Motion Picture Film or Tape

shipped to an independent mailing service apply to the paper stock used to print forms

firm in Wisconsin, the gross receipts recaived | for out-of-state use, The use tax applies to Section 77.54 (23m), Wis. Stats., provides
by the printer are subject to sales tax. In the portion of the paper stack for forms a sales and use tax exemption for motion

this situation, the mailing service firm is the | used in the Wisconsin office and warehouse picture fitm or tape, and advertising mate-
designee and agent of the purchaser and the | or shipped to other Wisconsin plants of the rials related thereto, sold, leased or rented to
sale has been completed in Wisconsin pursu- | company. a motion picture theater or radia or televi-
ant to s. 77.51 {4r), Wis. Stats. |1 is immate- sian station. The exemption applies to both
rial whether the mailing service firm mails all| V1. Grocers’ Reporting Methods audio and video tapes purchased by radio and

or part of the material outside Wisconsin. telavision stations.

If a printer contracts with a matling serv- A gracery store operator may coliect and

ice firm, bookbinder, or similar business to report the sales tax in one of 3 methods: IX. Optical Company Seles
mail material, only the portion mailed to Math.od 1: Segregate taxable and non- o _
) . . - taxable items at the check-out counter. To The following informatian may be of spe-
Wisconsin addresses is subject to tax. in X o . .
L Lo . tal the taxable items and then add the tax. cial interest to whojesale aptical companies
this situation, the mailer is the designee and o i . ) L
. ) Maintain a daily record of taxable sales. Re- | and other suppliers serving optician., optome-
agent of the printer, and delivery does not i . .
take place in Wisconsin in respect to the part and pay tax on gross receipts from tax- trists and ophthalmologists:
material mailed to out-of-state addresses. able sales. o A. Taxable Sales
Mathod 2: . Use purchase invoices to es- The following items, when sold to any per-
H1. Door and Window Repairs tablish the ratio between taxabie and non- son (including an ophthalmologist or optome-
taxable items purchased. Apply this ratio trist} who does not furnish a Resale Certificate,
If storm doors, storm windows, interior (percentage) to total gross receipts to arrive are subject to the tax:
doors or interior windows are repaired on a | 3t taxable sales. Each store operator must 1. Contact iens solution and lens cleaners,
homeowner’s premises, the service is con- establish the ratio for a store by a sample 2. Glass guards and temple covers.
sidered the repair of real estate and not sub- | sufficient in scope to properly reflect taxa- 3. Tools, screw driver bits, occluders and
ject to sales tax. However, if this repair serv-l biz sales. The store operator is expected to eve crutches.
ice is performed off the homeowner’s prem- | re-establish ratios often enough to account 4. Opera glasses and other nonprescrip-
ises, the charge for the service is taxable. for seasonal variations in sales. tion goods.
Methad 3: Mark up the wholesale pur- 5. Clip-on sunglasses, safety glasses and
IV. Furnishing Asphalt chase price of taxable items to their retail ather glasses nat ground te prescrip-
) price. Pay the tax on monthly purchases of tion. (Also see B beiow.)
A person who furnishes and spreads taxable commodities marked up to retail
liquid asphalt in its final resting place on price. B-' Exempt Sales_ 3
a roadway or driveway is a contractor and A retailer must maintain appropriate Wlthout E‘_‘P-"TIPN_D“ Certificate: The.fol-
the consumer of the liquid asphalt. Sales records to be able to demonstrate that the fowing prescription items may be sold with-
of such materials to the contractor are sub- method used reasonably reflects the proper ot Fax to persons who demonst.rate that they
ject to the sales tax. tax liability. are ilct'ensed opticians, optometrists or ophthai-
A person acts as a retailer if he or she de- A grocery store operator MUST request and moelogists: o
livers liquid asphalt to a storage area, such receive the approval of the Department be- 1. Lenses and frames for prescription
oasa storage tank, where it is subsequently fore using either Method 2 or 3. Approval glasses.
mixed with dry materials and applied by may be requested by writing to the Wisconsin 2. Contact !enst:.-s and cataract lenses.
the purchaser. The gross receipts from Department of Revenus, P. 0. Box 38, 3. SL..lr\gIasses with prescription lenses,
such sales are subject to the tax. Madisan, Wisconsin 53701 (P.0. Box 8902, 4. Hinges, screws and other repair parts
Madison, Wis. 53708 after December 31, for prescription glasses.
V. Use Tax 1977). 5. Cases and other containers which the
professional will use to transfer prescrip-
Assume that a nationwide company has tion glasses to customers.

VIl Retail Cooperative's Patronage
Dividends Repair fabor charges for prescription glasses

are also exempt.

its central office and warehouse in Wiscon-
sin. Office forms and supplies are distrib-
uted to all other plants in the nation from A retail cooperative which gives annual
the Wisconsin warehouse. A printing plant | ropates to'its members based on the total

is located in the warehouse, in which paper amount of their purchases fram the coopera-

With Exemption Certificate: The fallowing
items may be sold without tax to an optome-
trist or ophthaimologist only if the person fur-

stock is converted into office forms. The tive may not deduct these rebates from its nishes a signed Certificats of Exe °rso
company purchases the paper stock from an [ gross receipts. These rebates are patronage s fQ rtificate of Exemption:
unregistered out-of-state supplier, which _dividends, not cash discounts, and are not - safety glasses with plano lenses.

2. Sunglasses with plano lenses.

does not collect any tax on the transaction. deductible from the gross receipts of the
cooperative far sales tax reperting.
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C. Sales for Resale

Sales of items listed as ‘taxable’ under
“A’ above may be made without tax if the
purchaser has provided the seller with a valid
Resale Certificate.

An optometrist or ophthaimologist does
not ordinarily have a Seller’s Permit, and
therefore cannot furnish a Resale Certifi-
cate. He or she is deemed to be a consumer,
not a seller, in providing nontaxable service
to patients.

An optician, however, is commaoniy in
the business of selling to optometrists, oph-
thalmologists and others. If an optician sells
items such as thase listed in “A", the opti-
cian must have a Seller’s Permit and may
issue Resale Certificates,

X. lse of Exemption Certificates

A. In General

Under the sales and use tax law, all gross
receipts from sales of tangible personal prop-
erty are subject to the tax unless exempt by
statute. To the contrary, services are exempt
unless enumerated in the statutes as taxable.

The burden of proving that a sale of tangi-
ble personal property is exempt is upon the
person who makes the sale, unless an exemp-
tion certificate is accepted on an approved
form in good faith fram the purchaser. The
Department has found that some sellers
maake sales without tax without acquiring
an exemption certificate from the purchaser.
In this situation, the seller’s taxable sales are
increased by the amount of the unsubstanti-
ated deductions.

if @ seiler accepts an approved resale or
other exemption certificate in good faith,
the seller is not liable for the tax. The good
faith of the seiler will be questioned, how-
ever, if the seller has accepted a certificate
with knowledge which gives rise to a reason-
able inference that the seller knew or should
have known that the purchaser did not in-
tend to resell the property or use it for an
exempt purpose.

B. Special Situations

1. Partial Exempt Use

Some purchasers of tangible persanal
property purchase it for both exempt and
naon-exempt use, for example, fuel pur-
chased by farmers. Utility companies
and other retailers of fuels (not electri-
city} may handle such exemption claims
in either one of two ways:

{a) Accept an exemption claim for a

specific percentage of a customer’s

purchases, and pay tax only on the

percentage not claimed to be exempt, or

(b} Pay tax on the full billings, but at

the end of each year accept a letter from

the customer stating the volume and

dollar purchase value which was used

in an exempt manner and file an appli-

cation for sales tax refund on behalf

of all such customers.

2. Repairer Provides Nontaxable

Services

Persons who never have retail sales sub-
ject to the tax are not required to register
and obtain a Sefler’s Permit, even though

they regularly purchase for resale. For ex-
ampie, the repair person who only per-
forms exempt services on exempt farm
machines (e.g.. bulk milk coolers) could
use the Certificate of Exemption (Form
5-207) and claim *‘Repair parts purchased
for resale in the repair of exempt agricul-
tural machinery ' when purchasing ma-
chinery parts.

3. Producing Exempt Item

A person engaged only in producing
axempt items, such as building hay wag-
ons or ‘‘green forage boxes'’ which are
pulled by a tractor and are sold only to
farmers, {s not reguired to hold a Selier’s
Permit. When purchasing lumber, bolts,
nails or component parts, the person may
use Farm $-207 (Certificate of Exemption},
check block no. 7, and insert: '"Compo-
nent parts or materials purchased far re-
saie in the form aof exempt farm wagons.”

4. Purchases Are Always For Resale

Persans who make all purchases for re-
sale (such as pulpers and loggers who pur-
chase standing timber for resale to lumber
milis, paper mills, saw mills and other man-
ufacturers) shauld use the Certificate of
Exemption (Form S$-207) and claim the
exemption “Tangibie personal property in
any farm destined for sale.”

5. Farmers’ Purchases

Farmers may use the Farmer’s Exemp-
tion Certificate (Form S-206) to purchase
parts for exempt machinery {such as spark
plugs, batteries, tires, nuts, bolts and other
types of property for a tractor} even though
the parts may not be specifically designed
for use in exempt property.
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