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WISCONSIN'S 1978 SPECIAL How much credit will be received by renters
PROPERTY TAX/RENT CREDIT IN THIS ISSUE Renters wiil receive a $40 credit if they paid
rent for occupying a Wisconsin homestead for
A special property tax/rent credit is avall- Page all or part of 1978, regardless of how much rent
able for 1978 to Wisconsin residents. It a per- Wisconsin's 1978 Special Property was pald.
son was a Wisconsin homeawner of rentef in Tax/Rent Credit ) !
1978, he or she may be eligible for this credit Rerninder of Major Wiscansin Jndivig- How much credit will be received b
. ) val Income Tax Changes for 1978 2 ¥

Renters will receive a $40 credit and homeown-
ers a credit ranging from $40 to $100. This
credit is available only for the year 1978,

Who may claim property tax/rent credit

To quality for the property tax/rent credit. a
perscn muost mest all of the tollowing
conditions:

1. The person must be a natural person. A

claim filad on behalf of a deceased per-

- son Is not allowed. Aiso, estates, par-
nerships, frusts and corporations do not
qualify tor the credit.

2. The person must have been a legal resi-
dent of Wisconsin for all of 1978,

3. The person must have paid rent for oc-
cupying a Wisconsin hormestead In 1978
or he or she owned and occupied a Wis-
consin homestead and had property
taxes accrued on it for 1978. It a person
both rented and owned a home in 1978,
ha or she may stiil qualify for this credit.

4. The parson was not claimed as a depen-
dent on another person’s 1978 federal
income tax return. (This limitation does
not apply it the parson was 62 years of
age or older in 1978.)

Only ons membesr of a "household’’ may
claim this credit ("'household” means & hus-
band and wife) . Also, onty one member of a
gwelling unit may claim the credit. A dwelling
unit is a building such as a house or a single
apartment within an apartment building. Ex-
ample: Two single persons occupy one apart-
ment within a two-unit apartment building and
each pays part of the rent. Cnly one of these
two persons is eligible for the $40 rent credit. if
two other persons occupy the other apartment
within the two-unit building, and each pays
part of the rent, one of those persons may also
quality for the $40 credit, but not both persons.

When two or more persons in a household
or a dwaelling unit have pald rent or had prop-
erty taxes accrued tor 1978, such persons
must decide among themselves who will claim
the credit.
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homeowners

Horneowners will receive a credit of 10% of
the properly taxes accrued for 1978 on their
Wisconsin homestead which they cwnec and

(eontinued on page 2.}

SPECIAL NOTICE

How s the cradit claimed

For persons flling a 1978 Wisconsin income
tax return, Form 1 or 1A, the credit should be
claimed on the front page of the retumn. if a
homestead credit claim, Schedule H, Is filed,
but an income tax return is not fiked, the prop-
erty tax/rent credlt should be claimed on
Schedule H.

For thoss persens not filing a 1978 Wiscon-
sin income tax return or A homestead claim,
the claim for property tax/rent credit shotild be
made on Schedule PC, a new form which is
available at any Department of Reveniue ofice.

It is not necessary to ubtain a statement
from the landlord showing how much rent a
person paid in 1978 or to submit a copy of the
person's 1978 property tax bill to claim the
propaerty tax/rent credit. (Note: Certificates of
rent pald and/or property tax bills are required
tor persons claiming homestead credit.)

When must claim for credit be filed

The claim for this praperty tax/rent credit
must be filed by December 31, 1979. Any
claim fled after December 31, 1973 will not be
allowad.

I PRS

As this issue of the WTB goes to press
many of the details regarding the federal
Revenue Act of 1978 are first becoming
available. An article on page 3 indicates
that none of the new federal law provi-
sions may be used for Wisconsin pur-
poses and identifies one significant item of
diference between Wisconsin and federal
law for 1978.

Further analysis of this new law has re-
vealed the following additional differences
in Wisconsin and federal law which may
affect a significant number of Wisconsin
taxpayers.

IRA Contribution Deadline - The fed-
eral provision aliowing post year-end con-
tributions to be made more than 45 days
after the end of the taxable year does not
apply for Wisconsin purposes.

IRA Rollovers - The new federal provi-
sions allowing tax-free reinvesiments of
less than the full amount of lump-sum dis-
tributions and allowing rollovers by per-
sons participating in a qualified plan for
less than § years may not be used for Wis-
consin purposes.

These and other difterences in Wiscon-
sin and federal law are described furthet in
the instructions for the Schedule | at-
tached to this bulletin.
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WISCONSIN'S 1978 SPECIAL
PROPERTY TAX/RENT CREDIT
{continued)

occupied in 1978, However, the credit wiil not
be less than $40 or more than $100. {Exam-
ple: A person had property taxes of $1,200 ac-
crued on his or her Wisconsin homestead for
1978. Since 10% of $1,200 is $120, which ex-
ceeds the $100 maximum. the credit will be
$100.)

If a person was both a homeowner and a
renter in 1978, the person may elect 1o (1)
claim the $40 credit or (2) claim 10% of the
properly taxes accrued for 1978 (not to ex-
ceed $100), whichever is greater.

What are property taxes accrued for 1978

Property taxes accrued for 1978 are the
amount of Wisconsin property laxes payable
for 1978 on a person's principal residence
which was owned and occupied by him or her
in 1978. It does not include any charges for
special assessments, delinguent interest and
services which may be included on the tax bill.
It also does not include taxes on property such
as vacation homes or cottages. The property
tax bill 1or_propeny taxes accrued for 1978 will
generally be received by homeowners in De-
cember 1978 or January 1979.

REMINDER OF MAJOR WISCONSIN
INDIVIDUAL INCOME TAX CHANGES FOR
1978

Several changes in the individual income
tax law become efleclive for the taxable year
1978, These include an update of the reference
to the Internal Revenue Code, enactment of an
income tax credit for alternative energy sys-
terns, allowance of a tax credit for tax paid to
another state on alt types of income, allowance
of deduction for adoption costs, and provision
for an add or substract modification for the dif-
ference in the Wisconsin and federal basis of
property acquired by inheritance and disposed
of in 1977 and thereafter.

A. Internal Revenue Code update (s.
71.02(2) (b))

For the 1978 taxable year and thereafter,
an individual, partnership, estate or trust must
use the Internal Revenue Code in sffect on De-
cember 31, 1977 in computing federal ad-
justed gross income and itemized deductions
for Wisconsin income tax purposes with two
exceptions:

1. Child care expenses remain an itemized

deduction for Wisconsin purposes; and

2. The special tax treatment ot cartain pol-

lution control facilities as enacted in the
tfederal “Tax Reform Act of 1976" (Sec.
2112 of P.L. 94-455) is not allowed.

The Wisconsin standard geduction remains
at 15% with a $2,000 maximum for individuals
or married couples plus any additional amount
allowable for dependents, and the low-income
allowance remains at the levels established for
1877.

B.  Credit for taxes paid to other s-tates
(s. 71.09(8))

For 1978, Wisconsin residents are allowed
an income tax credit for income tax paid to an-
Other state on afftypes of incomes (including
income from intangibles, for which a credit was
not allowed in prior years) provided the in-
come is taxed by the other state and by

. Wisconsin,

C. Incoma tax deduction for adoption
costs (5. 71.05(1) (b} )

A deduction, via a subtract modification, is
allowed to an adoptive parent of a prospective
adoptive parent for amounts expended for
adoption fees, court costs or legal fees relating
to the adoption of a child, whether or not the
adoption process is completed. The deduction
will be allowed to the extent that such
amounts, when added to allowable medical de-
ductions under Section 213 of the Internal Rev-
enue Code, exceed 3% ot the person’s federal
adjusted gross income.

D. Disposition of property acquired by in-
heritance (s. 71.05{1} (g))

Effective for sales, exchanges, abandon- -

ments or other dispositions ocurring in the
1977 taxable year and thereaftar, s.
71.05(1) (g). Wis, Stats., provides for an add
or subtract medification on the disposition of
property acquired by inheritance, if such prop-
erty has a different federal basls than Wiscon-
sin basis. Under the new law, such property
has a Wisconsin basis determined under the In-
ternal Revenue Code as of December 31,
1975.

E. Income tax credit for alternative en-
ergy systems (s. 71.09(12))

Any natural person owning an alternative
anergy systemn installed on the parson's prop-
erty in Wisconsin may claim a tax credit for
costs incurred in the taxable year in the design,
construction, equipment and installation of an
alternative energy system, provided such costs
exceed $500 in a single year. Only costs in-
curred during the period April 20, 1877
through December 31, 1984 quality for the
credit.

If more than one person owns an alternative
engrgy system eligible for the credit. such per-
sons may divide the credit among themselves
as desired, Once a credit is claimed, subse-
quent cwners of the alternative energy system
are not eligible for the credit for the same
system.

The amount of tax credit is based upon &
percentage of the-total costs incurred during
the taxable year in the design, construction,
aquipment and installation of the system. It
such costs exceed $10,000, the percentage is
applied to $10.000 rather than the actual
costs. The percentage of credit varies, de-
pending on whether the real property improve-
mants on which the alternative energy system
is instalied appeared on the local tax roll prior
to April 20, 1977, or on or atter April 20, 1977,

% If Real Property Improve-
ment on Property Tax Rolt:

Credit for Tax- Prior 1o On or Af-

able Years April 20, ter April
1877 20, 1977

1977 and 1978 30% 20%
1979 and 1980 24% 16%
1881 and 1982 18% 12%
1983 and 1984 12% 8%

Expenses incurred during the pericd April
20, 1977 through December 31, 1978 may be
used to compute the credit in either the taxable
year in which incurred or the next taxable year.

If the credit exceeds a person’s income tax
due, the amount of credit exceeding the tax
due will be refunded without interest.

To claim the credit, a person must attach
Schedule AE to his or her Wisconsin income
tax return. If a tax return has already been filed
for a year for which a benefit may be claimed,
individuals should file Schedule AE by itself.

A claim for this credit must be filed no later
than 4 years from the due date of the tax return
tor the taxable year in which expenses for the
system were incurred {e.g., for expenses in-
curred during 1978 by a calendar year tax-
pavyer, Schedule AE must be filed no later than
April 18, 1983).

To qualify for the tax credit, the alternative
anergy system which is installed must meet
certlfication requirements specified by the Wis-
consin Department of Industry, Labor and
Human Relations (DILHA) . A person submit-
ting a request to DILHR for certification should
include Schedule AE. along with other informa-
tion which DILHR may require,

The Schedule AE submitted 1o DILHR
should contain the name, address and social
security number of the claimant and the claim-
ant’s spouse (if any} . The claimant must also
complete Part | of Schedule AE to establish the
claimant's eligibitity for the credit. Part Il wilt
then be completed by DILHR to certify perfor-
mance standards and costs and Schedule AE
will be be returned to the applicant. The person
must then compute the tax bensefit on Part Il
before submitting Schedule AE to the Depart-
meant of Revenue for the tax cradit.
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As an example of now to claim the tax
credit, assume that $10.000 of costs of an al-
ternative energy system were incurred in July
1977 on a home which was on the local tax roll
prior to Aprit 20, 1877. DILHR certifies the sys-
tem and costs on Schedule AE in March 1879,
The person, who has not yet filed a 1978 Wis-
consin income tax return, computes the allow-
able tax credit to be $3.000. The person may
claim this $3,000 credit by either amending his
or her 1977 Wisconsin income tax return, or by
claiming it when filing the required 1978 Wis-
consin income tax returrs. (The latest date for
clairing this credit is April 18, 1983, which is
four years after the due date of the 1978 Wis-
consin income tax return.)

The following definitions appiy for purposes
of the income tax credii:

“Alternative energy system'’ means a solar
energy system, a waste conversion energy sys-
tem or a wing energy system, but does not in-
clude any equipment which would be present
as part of a conventiona! energy system.

“Solar energy system’™ means eguipment
which converts and then transfers or stores so-
lar energy into usable forms of energy for
space heating or cooling, crop drying, electric-
ity generation or hot water heating.

“'Waste conversion system’” means equip-
ment which converts waste into usable forms
of energy but dees not include solid fuel-con-
suming devices used for residential purposes.

“'Wind energy system’ means eguipment
which converts and then transfers or storgs en-
ergy from the wind into usabte forms of energy.

FEDERAL TAX LAWS ENACTED IN
1978 DO NOT APPLY FOR
WISCONSIN PURPOSES

Far the taxable year 1978, Wisconsin law
provides that only those provisions of the fed-
eral internal Revenue Code {IRC) which be-
came law by December 31, 1977 may be used
in determining Wisconsin taxable income,
Thus, none of the federal tax changes enacted
during 1978 (including the Revenue Act of
15978) apply for Wisconsin purposes.

This will resutt in certain income and deduc-
tion items being different on 1978 Wisconsin
and federal income tax returns. As in past
years, Wisconsin Schedule | should be used to
adjust for these diferences.

The item of diference which will likely arise
most fraquently is the new federal provision al-
{owing persons age 55 or older to alect 1o ex-
clude from their federal taxable income up to
$ 100,000 of gain from the sale ot their principal
residence. This exclusion will not be perritted
for Wisconsin purposes.

A more detaited explanation of the difter-
ences between Wisconsin and federal law for
1978 i3 included on the Wisconsin Form 1 and
the instructions for Schedule ! A copy of
Schedule | and its instructions Is attached o
this Bulletin.

REMINDER OF MAJOR WISCONSIN
FORMS CHANGES FOR 1978

There are several significant revisions 1o
1978 Wisconsin income tax forms. In addition,
2 new filing forms will be used in 1978,

Form 1

Three new tax credit lines have been incor-
porated into page 1 of Form 1. The first two
lines {11 and 12) have been added for the
1878 special property tax/rent credit which
will be available to many homeowners and
renters. The other new credit line {16b) is pro-
vided for use by individuals who installed an al-
ternative energy system gualifying for a credit
tor 1978.

To provide space for these new lines, the
format of the Form 1 was rearranged some-
what. The most noticeable change involves the
signature area which has been moved from the
bottomn of the return’s front page to the bottom
of the back page.

Form 1A and Schedule H

Entry lines tor the 1878 sgecial property
tax/rent credit have alsc been added to Form
1A (the short form income tax return) and the
homestead credit claim form. The alternative
energy credit line wiil not appear on either of
these forms. Persons claiming a credit for an
alternative energy system will be required to file
Form 1,

New forms

Two new filing forms have been developec
tor 1978. The first is Schedule PC, It must be
used to claim the 1978 special property tax/
rent credit by persons who do not file either a
Wisconsin income tax return or a homestead
claim.

The other new form is Schedule AE, *'Wis-
consin Alternative Energy System Tax Benefit
Claim®. This torm must be used by individuals
clalming a tax credit based on the cost of an
alternative energy system installed on their
Wisconsin property. Individuals required to file
a Wisconsin income tax return should attach
the completed Schedule AE to that return. If an
individual can claim an alternative energy sys-
tem credit but is not required to file an income
tax return, Schedule AE may be filed
separately.

PREPARING 1973 WISCONSIN
INCOME TAX RETURNS

Every year, the processing of several
thousands of income tax returns is delayed be-
cause the returns are incorrectly prepared or
incomplete.

To expedite the processing of income tax
returns, the following suggestions are offered:

1. Attach to the return the proper wage
statements showing the amounts of
wages and Wisconsin income tax with-
held. Be sure that the wage statements
show the name of the state for which the
tax was withheld and that the state-
ments are legible.

2. A complete copy of the federal income
tax return (Form 1040 and all scheg-
ules) must be attached to the Wiscon-
sin Form 1, itemized deductions cannot
be aillowed without a federal Schedule A
or a separate itemized listing of the de-
ductions ciaimed. If a deduction for child
care expense is claimed, a copy of Wis-
consin Schedule 2441W must be at-
tached to the return.

Taxpayers using Wiscensin Form 1A do
not have to attach a copy of their 1978
federal tax return, unless they were part-
yeas residents or nonresidents during
1978. ’

3. Part-year residents and nonresidents
shoud include a schecule of their com-
putation of the required proration of
their itemized deductions or iow-income
gllowance and personal exemptions.
They must include a copy of their tederal
tax returns, even if filing Wiscansin Form
1A, as it is necessary for verification of
the proration computations. Brochures
are available from the Department
which further explain the 1978 tax re-
quirements for nonresidents and part-
year residents.

4. Both spouses must sign the return if
both had income.

5. The municipality and county where the
taxpayer resided during 1978 shouid be
entered on the front of Form 1 or Form
1A. This shouid be done by checking
the proper box and entering the name of
the municipality and county in the space
provided. If a business was operated or
a profession practiced in another munic-
ipality, the taxpayer should enter the
municipality and county in which the
1axpayer resided, not where the office or
business was located. Nonresidents
should enter the word *'Nonresident” in-
stead of a municipality.

6. The taxpayer's school district number
should be entered on the line provided.
School district numbers are listed in the
instruction bookiet.
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7. Verification of any credit claimed for in-
come tax paid to other states of $10 or
more must be submitted or no credit can
be allowed. Procf of payment is not re-
quired if the tax due does not exceed
$10. The instructions in the income tax
booklet describe the verification
required.

8. The pre-printed mailing label should be
used whenever possible. If information
on the label is incorrect, it should be
changec. The spelling of names should
be reviewed for correctness and legibil-
ity. Atso, social security numbers shoukd
be checked for accuracy.

HOMESTEAD CREDIT REMINDERS
FOR 1978

A.  Law changes for 1978 claims

New laws enacted in 1978 may affect a per-
son’s eligibility for 1978 homestead credit and
the computation of househald income. As ex-
plained in the June 1978 Wisconsin Tax Bulie-
tin, homestead credit will not be aliowed to any
person who lived all of 1978 in housing which
was exempt from real estate taxes under
Chapter 70, Wisconsin Statutes, except if a
person lived in housing for which payments in
lieu of taxes are made under s. 66.40 (22),
Wis. Stats. i a person lived part of the year in
housing subject to real estate taxes and part of
the year in exempt housing, ‘‘property taxes
accrued™ or "rent paid for occupancy’ or
both, will only include the rent or taxes relating
to the housing subject to real estate taxes. For
1978, a person will not be disqualified for
homestead credit because he or she lived in
exempt housing at the time the homestead
claim was filed.

A person will not be disqualified for 1978
homestead credit merely because of receiving
foster care assistance under s. 49.19 (10)
(a) , Wis. Stats., or receiving assistance as a
relative, other than a parent, with whom a de-
pendent child is living, if the assistance did not
aid the needs ot the claimant, or the claimant’s
spouse or children,

Social Security Title XX payments do not
have 10 be included in household income for
1978, Title XX payments are received by some
persons in the form of cash and then such per-
sons use the cash to purchase a service them-
selves, while others receive the actual service
from a service provider. In 1977 and prior
years, cash payments under Title XX were in-
cludable in household income, whereas if the
actual service was directly received by the
claimant, the cost of such service was not in-
cludable in household income.

Another law change is that a landlord is
prohibited from charging a fee for completing a
rent certificate for homestead credit.

B. Who may quailfy for 1978 homestsad
credit

To gualify for 1978 homestead credit, a

claimant must meet all of these conditions:

1. Must have been 18 years of age or over
on December 31, 1878,

2. Was not claimed as a dependent on
anyone else’s 1978 tederat income tax
return (this does not apply to claimants
62 years of age or over duiing 1978) .

3. Must have been a legal resident of Wis-
consin all of 1978.

4. Household income must have been less
than $8,300 ($9,900 if claimant, spouse
or dependent was 65 years of age or
over in 1978) .

5. Was an owner or renter of the Wisconsin
homestead he or she occupied during
1978.

6. Is not at the time ot filing a homestead
claim receiving general relief or aidg to
families with dependent or foster chil-
dren (AFDC). General relief does not
include old age assistance, blind aid,
disabled aid or social security. AFDC
does not include foster care payments
{except that payments which include
amounts for the claimant’s own support
or that of his or her spouse or children in
addition to providing support for a foster
child, are considered to be AFDC for
purposes of homestead credit) .

7. is not at the time of filing a claim living in
a nursing home and receiving medical
assistance (Title XIX) .

8. Did not live the entire year 1978 in hous-
ing which is exempt from real estate
taxes. (Property owned and operated
by a public housing authorlty is not con-
sidered exempt if the housing authority
makes payments in lieu of real estate
taxes to the municipality in which it is
located.)

9, Did not claim farmland preservation
credit for 1978.

C. Avoid errors on homestead credit
claims

To avoid unnecessary correspondence and
delays In processing 1978 homestead credit
claims, the department ofters the following
suggestions:

1. Be sure the claimant’s name, address,
social security number and telephcne
number are compiate and legible. Use
the mailing label provided whenever
possible. Enter on Schedule H the mu-
nicipality and county in which the claim-
ant lived as of the end of 1978.

2. Answer all questions on Schedule H.
This information Is necessary to deter-
mine engibility.

3. Enter all household income. Note that
there is a deduction of $600 if the claim-
ant or the claimant’s spouse or depen-
dent is 65 years of age or older.

4. If the claim is based on property taxes, a
copy of the 1978 property tax bill must
be attached to Schedule H. The tax bill
must be for 1978 taxes payabie in 1979
and the year 1978 must appear on the
bill. If any name other than the ctaim-
ant's appears on the tax bill, an expla-
nation should be attached to Scheduie
H.

5. M the claim is based on rent paid, a fully
completed **Certification of Rent Paid™
must be attached to Schedule H.

6. If the ¢laimant or the claimant's spouse
is required 1o file a Wisconsin income tax
return, attach the compieted Schedule
H to that return.

7. Claimants filing onfya Schedule H (and
not an income tax return} should rot
overlook the ‘1978 Special Property
Tax/Rent Gredit” on lines 21 to 23,

INCREASED FARMLAND
PRESERVATION BENEFITS FOR 1878

Increased benefits are available for persons
filing farmland preservation credit claims for
1978. In addition, qualifications for the credit
have tieen changed so that more persons may
qualify.

The maximum farmiand preservation credit
payable has increased from $2,600 to §4,200
for 1978. The maximum “property tax ac-
crued” used to compute the credit has in-
creased from $4,000 to $6,000.

The income used to compute the credit has
been changed in ways that may benefit claim-
amnts. For 1978, the maximum household in-
come persons may have and still quality for
benefits has increased to $38,428. In addition,
a person's income for farmland preservation
credit purposes may be reduced by the first
$7.500 of nonfarm wages, tips and salaries
earned by a household. Also, real property
taxes deducted from a claimant's farm busi-
ness income are not added back to such in-
come as they were for 1977 claims.

Quallfication for the farmland preservation
credit has been eased for some people. The re-
quirement has been eliminated that a claimart
must report farm income on a farm business
schedule or corporate income schedule of a
Wisconsin income or franchise tax retwn. To
qualify tor the credit, farmland must produce at
least $6,000 in gross farm profits from agricul-
tural use during the claim year or $18,000 in
gross farm profits from agricultural use during
the claim year and the 2 years immadiately pre-
ceding that year. For 1978, the definition of
“gross farm profits™ means gross receipts, ex-
cluding rent, from the land’s agricuitural use,
less the cost or other basis of livestock or other
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items purchased for resale which are sold or
otherwise disposed of during the income year.
“Agricultural use' means beekeeping: com-
mercial feediols; dairying; egg production; fori-
culture; fish or fur farming; forest and game
management; grazing, livestock raising;
orchards: plant greenhcuses and nurseries,
poultry raising; raising of grain, grass. mint and
seed crops, raising of fruits, nuts and berries:
sod farming and vegetable raising (s.
$1.01(1)).

The 20-year “rollback’ provision has been
reduced to 10 years, effective May 19, 1878.
This provision requires that upon relinquish-
ment of a farmland preservation agreement or
a transition area agreement, or upon removal
of land from an exclusive agricultural zone, the
Department of Agriculture, Trade ana Con-
sumer Pretection is reguired to record a lien
against the farm property formerly subject to
the agreement or zoning for the totai amount of
the credits received by the claimants, but not
to exceed the last 10 years that claimants re-
ceived credits based on the land.

EXEMPTION FROM WITHHOLDING IF
NO TAX LIABILITY

Generally, all wages paid to Wisconsin res-
idents by Wisconsin employers are subject to
state withholding. For Wisconsin withholding
purposes, an employe may claim the same
number of withholding exemptions as for fed-
eral withholding purposes. if an employe is al-
lowed by federal law to claim additionat with-
hoiding exemptions for special circumstances
(ex.. because of unusually high itemized de-
ductions or alimony payments}, the same
number of exemptions rmay be claimed for
Wisconsin.

However, an employe may be exempt from
Wisconsin withholding if the employe certifies
to the employer that he or she incurred no
Wisconsin income tax liability for the past
year and expects 1o incus none for the current
year. Wisconsin Form WT-4E (“Exempticn
* from Withholding of Wisconsin income Tax™}
should be used to claim this exemption. For
calendar year taxpayers, this exemption from
withholding expires on April 30 following the
close of the taxable year. Therefore, an em-
ploye who filed Form WT-4E with his or her em-
ployer in 1978 and wishes to claim this exemp-
tion again in 1979 should complete and file a
new Form WT-4E with the employer by April
30, 1979.

For purposes of claiming this exemption
from withholding, a Wisconsin income tax lia-
bility is incurred if the employe's gross tax is
more than his or her personal exemptions. For
example, assume that an empiloye has 1978
net taxable income of $2,000 on which the
Wisconsin gross income tax is $66, ang that
the employe is entitled to claim four personal
exemptions at $20 each (lotal ot $80) for

1978. The emplgye incurred nc Wiscconsin in-
come tax liability tor 1978 because the gross
tax of $66 s not more than the personal ex-
emptions of $80. The employe may claim ex-
emption from withhotding of Wisconsin income
tax for 1979 if he or she does not anticipate
incurring a Wisconsin tax liability for 1979,

HOW TO SUBSCRIBE TO REVENUE
RULES

During the past two years, the Department
has been adopting an increasing number of ad-
ministrative rules. Aules are statements of pol-
icy of general application which are adepted
by an agency to implernent or interpret legisia-
tion. Rules have the effect of law.

Administrative ruies of the Department are
part of the Wisconsin Administrative Code and
are available on a subscription basis. The
charge for a booklet containing current De-
partment rules is $1.20 and the annual calen-
dar year subscription service to keap the book-
let current is $1.20.

For information on how {0 obtain a sub-
sgription to the Department’s administrative
rules, you may write:

Docurnent Sales Section
Department ot Administration
202 South Thornton Avenue
Madison, Wl 53702

REPORT ON LITIGATION

{ This portion of the WTEB summarizes re-
cent significant Tax Appeals Commyssion and
Wisconsin court decisions. in cases which de-
cisions adverse to the Department's position
are rendared. it will be noted whether or not the
Department acquiesces or will 8ppeal.)

James E. Basler vs. Department of Revenue
(Wisconsin Tax Appeals Commission, June
29, 1978.) The taxpayer held a seller's permit
for the sole purpose of reporting the sales tax
from the sale of cigareties at a gas station
where he was employed. While hotding the per-
mit, the taxpayer sold his personal mobiie
home which was not used in the course of his
business activities. The department assessed
the sales tax on the mobile home sale, citing 5.
77.51(10} {(a), Wis. Stats. The departrnent’s
interpretation of 5. 77.51(10) (a) was that no
sale of tangible personal property may be
deamed an exempt occasional sale if the sefler
holds a seller's permit. In an oral opinion, the
Tax Appeals Commission heid in favor of the
taxpayer. '

The Department did not appeal the
decision.

Horne Directory, Inc. vs. Department of Rev-
enue {Wisconsin Tax Appeals Commission,
August 15, 1978.) Taxpayer is a Wisconsin
corporation doing business in Wisconsin with

its principal place of business in Madison. Dur-
ing the period invalved, taxpayer was engaged
in the business of scliciting telephane directory
advertising and the publication of telephone
directories.

Taxpayer contracted with an lhinois corpo-
ration to print the directories it solicited. All the
directories involved were printed outside of
Wisconsin. The printer delivered most of the di-
rectories to the U.S. Post Cffice, U.P.S. or com-
mon carriers outside Wisconsin for delivery di-
rectly to telephone subscribers, without any
charge to the telephone companies. The deci-
sion as to the mode of delivery was made by
the printer, not the taxpayer. Except for a small
number of directories sent direclly to taxpayer,
taxpayer never had physical possession of the
directeries in Wisconsin.

The Cepartment contended that taxpayer
owed Wisconsin use tax based on the charges
by the printer to the taxpayer for labor, materi-
als. pestage and transportation of the directo-
ries. The Department’s position was that the
telephone directcries were purchased for stor-
age, use or other consumption in Wisconsin by
the taxpayer in providing its service and are
subject to the use tax under 5. 77.53 (1) and
(2). Wis. Stats.

The Commission held for the taxpayer. i
stated that the directories were not stored,
used or otherwise consumed in Wisconsin by
taxpayer and were not subject 1o the use tax.

The Depariment has appealed this
gdecision.

Trudell Traider Sales, inc. vs. Department ot
Revenue (Wisconsin Tax Appeals Commis-
sion, August 15, 1978.) Taxpayer was en-
gaged in the business of seliing semitrailers
both inside and cutside Wisconsin. Some semi-
trailers were s01d 10 customers located outside
Wisconsin to be used outside the state. The is-
sue before the Commission was whether semi-
trailers come within the language of s.
77.54 (5) (a), Wis. Stats., exempting from the
sales and use tax "motor vehicles or fruck bod-
ies sold to persons who are not residents of this
state and who will not use such . . . motor ve-
hicles or trucks for which the truck bodies were
made in this state otherwise than in the re-
moval of such . . . motor vehicles or trucks
from this state”.

The Commission concluded that the semi-
trailers involved “'fall within the intent and
meaning” of the exemption language of s.
77.54 (5} (a), Wis. Stais., and are exempt
from sales and use tax.

The Department has appealed this
decision.

Harold N. Fuchs Agency, Inc. vs. Department
of Revenue (Circuit Court of Dane County,
Case No. 160-052, July 10, 1978.} This case
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was reported in the October issue of the Wis-
consin Tax Builetin. Contrary to the last sen-
tence in that report, the taxpayer hasappealed
this decision.

TAX RELEASES

("' Tax Releases™ are designed to provide
answers 10 the specific tax questions covered,
based on the lacts indicated. However, the an-
Swers may not apply to all questions of a sirm-
lar nature. In situations where the facts vary
from those given herain, It is recommended
that advice be sought from the Department.
Unless otherwise indicated, Tax Releases ap-
ply for all periods opern to adiustment. All refer-
ences to section numbers are to the Wisconsin
Statutes uniess otherwise ncted.

NOTE: Many of these were formerly distrib-
uled to Department personnel as sales tax
memaos or reports. It is thought that these posi-
tions would be of help to taxpayers and tax
practitioners. )

INCOME TAXES

New optional state sales tax tables for 1978

In 1978, the Internal Revenue Service re-
vised the optional state sales tax tables tor use
in preparing 1978 federal income fax returns.
The income brackets have been revised and
have been extended to $40,000, and a new
method of computation of sales tax allowable
for incomes over $40,000 is provided.

These tables are for use by persons who
claim an itemized deduction for sales taxes but
do not keep records of sales taxes paid during
the year. The tabies are based on taxpayers'
adjusted gross income plus other items which,
though not taxable, increase spendabie in-
come {e.g., social security, veterans’ and rail-
road retirement benefits; workers compensa-
tion; untaxed portion of long-term capital
gains; disability income exclusion; dividend ex-
clusion; unemployment compensation; and
public assistance payments) .

The revised tables will apply in the same
manner for Wisconsin income tax purposes as
they do for federal purposes. The revision was
not the result of new federal legislation. Rather,
it was accomplished by an Internal Revenue
Service interpretation of an existing law.

SALES TAX
|. Sales by governmental units

Sales by the State of Wisconsin, by any
state agency, and by governmental units within
this state (such as counties, cities, towns and
villages) are generaily subject to the Wisconsin
sales tax.

Taxable receipts of governmental units in-
clude the gross receipts from furnishing admis-
sions to recreational facilities (e.g., green fees,
campground fees, swimming fees, skating fees

and park shelter house fees) . It also includes
any reservation fee paid by a user of a recrea-
tional facility 10 assure that the facility is avail-
able when it is needed.

Fees for instructionin a sport or hobby are -

not subject to the tax. This includes fees
charged by a municipality for instruction pro-
grams such as swimming, soccer, dancing,
chess, physical fitness, archery, yoga, golf,
tennis, art and drawing.

Library fines and charges to borrowers for
not returning a library's property, either on time
of not returning the property at all, are not sub-

ject to the sales or use tax.
For additional information on the sales and

use tax status of sales by governmental units,
see administrative rule Tax 11.05, entitled
“Governmental units’’.

. Saies to governmental units and schools

Sales of tangible personal property or tax-
able services which are purchased directly by
and used by the federal or state government,
by municipalities or by public schools are not
subject to the sales tax. Such sales do not have
to be supported by exemption certificates if a
copy of the purchase order received from the
exempt entity is retained by the seller. How-
ever, sales to employas of these entities are
taxable, even though the organization may
subsequently reimburse the employe for the
axpenditure.

For additional information on the sales and

use tax status of such sales, see administrative
rule Tax 11.03, entitled “Elementary and sec-
ondary schoois and related organizations™.

iHl. Sale of a business or busineas sssets

The sale of business assets consisting of
tangible personal property by a person who
holds or Is required to hold a seller's permit at
the time ot the sale is subject 1o the sales tex.
The tax applies if business assets are sold as a
disposition of surplus assets of a continuing
business or if they are sold in a single transac-
tion at the time of termination of the business.
Tax also applies it such assets are sold plece-
meal whether as part of a continuing business
or ypon termination. The tax does not apply to
merchandise inventory purchased for the pur-
pose of resale in the regular course of the pur-
chaser's business.

A person may qualify for the “cccasional
sale™ exemption on such sales of business as-
sets if that person dellvers the seller’s permit to
the Department for cancellation prior to the
disposition of the assets. However, the holder
of a seller’s permit must wait until ceasing busi-
ness before dslivering the permit to the Depart-
ment since it is a viciation of the law to continue
regular business operations without a permit. A
permit holder may deliver the seller's permit to
the Department tor canceliation in any one of
the following ways:

1. Permitteas may personally deliver their
seller's permit to a representative of the De-
partment’s Income, Sales, Inheritance and Ex-
cise Tax Division located in any one of the Divi-

sion's ofices during regular office houwrs. The
Department shall presurme the permit was re-
ceived at 12:01 a.m. on the day it is received.

2. The seller's permit may be mailed to the
Department (P.0. Box 8902, Madison,
53708) accompanied by a letter requesting
that the permit be canceled on or after the
postmark date. Delivery is efective at 12:01
a.m. on the postmark date of a postpaid prop-
erly addressed envelope, provided the enve-
lope and its contents are actually received by
the Department, If the retailer desires assur- -
ance that the Department has received the
permit, the retailer may wish to send the permit
by certified mail, return receipt requested.

3. It the retailer's seller’s parmit is not avail-
able to be delivered {for exampie, if it has been
lost or destroyed) , the retailer may send a let-
ter requesting the canceliation of the permit on
or atter the postmark date. The letter should
clearly explain why it is not possible 10 send in
the actual seller’s permit.

Although the permit may be deemed to
have been delivered and canceled on the post-
mark date, canceilation cannot be eftective
prior to the postmark date.

If the permit is delivered to the Department
for cancellation, the person immediately quali-
fies for the occasional sale exemption, even
though the person contemplates a subseguent
sale of fixtures or equipment. (See Three
Lions Supper Club, Ltd. vs. Wisconsin De-
partment of Revenue (1976), 72 Wis. 2d.
546.) The person does not qualify for the oc-
casional sale exemption, however, if the per-
son holds or Is required 10 hold another seller’s
permit for some other sates operation,

The fact that a business ceases operations
and no longer conducts its day 10 day activities
of selling tangible personal property or taxable
services does not result in the automatic can-
cellation of a seller's permit. A registrant oper-
ating as a selier is directed by 5. 77.52 (12},
Wis. Stats., to V. . . forthwith surrender his
permit . . ."" when the registrant ceases 10 Op-
erate as a seller. if the registrant does not sur-
render the permit at that time, the registrant
does not qualify tor the occasional sale exemp-
tion until the permit is surrendered to the De-
partment for cancellation.

For additional information on this topic, see
administrative rule Tax 11.13, entitted *'Sale of
# business or business assels’,

IvV. Sale of sole proprietor's nonbusinass
assots

The Department is in the process of adopt-
ing a revision to rule Tax 11.10 {“Ocasional
sales’}) to clarify its acceptance of the Tax Ap-
peals Commission’s holding in James E. Bas-
lar vs. Department of Revenue (see summary
of this case under *'Report on Litigation™ in this
Bulletin) .

in the proposed new Tax 11.10 (6) (e) , ex-
empt occasional sales are defined to include
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sales of tangible personal property by a sole
proprietor who poids (of is required to hold) a
seller's permit, if the property is not or has not
been used in the gourse of the person’'s busi-
ness activities and is not the type ot property
sold in the course of conducting the business
activities. However, all tangible personai prop-
erty sold by a corporation or partnership hold-
ing {or required 1o hold) a seller’s permit shall
be considered used or sold in the organiza-

tion’s business activities and is taxable.
Examples ot how the new rule will apply
include the following: {1) Taxpayer is a sole
proprietor and a service slation operator who
obtained a seller's permit for the purpose of
selling cigarettes and repairing motor vehicles;
faxpayer 50ld a refrigerator and stove used in
the taxpaye!'s residence; the gross receipts
from the sale of the refrigerator and stove are
not subject to the sales tax. (2) Taxpayer in

the prior example sold a desk and refrigerator
which were used in the service station's busi-
ness activities; the gross receipts from the sale
of these two items are subject to the sales tax.

Altnough the revision to the rule may not be
adopted for several months, the Department
has been following the new policy contained in
Tax 11.10(8) (e}. This new policy applies 1o
alt future sales and to all sales in prior pericds
which are open to adjustment under the stat-
ute ot imitations in 8. 77.58, Wis, Stats.
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