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New Tax Law

The following is a brief description of a new Wisconsin
law that makes a change to the Wisconsin individual
income tax law.

Interest Abated During Extension Period (2001
Act 23, create sec. 71.03(7)(c), effective December 14,
2001.)

For taxable years 2001 and 2002, no interest charge will
apply during the period of an extension of time to file,
for persons who:

» serve in the United States in support of Operation
Enduring Freedom (or an operation that is its suc-
Cessor), or

» qualify for afederal extension and serve outside of
the United States because of their participation in
Operation Enduring Freedom (or an operation that
IS its successor) in the Enduring Freedom theater
of operations. <&

Did You Know the Department of
Revenue...#

¢ provides free taxpayer assistance all around Wiscon-
sin (see article on page9), and via the Internet
(www.dor.state.wi.us, then click on “FAQS’ — fre-
guently asked questions)

¢ has free publications on a wide variety of tax sub-
jects (see article on page 18)

¢ has an index to make your research easier (see arti-
cle on page 17)

¢ provides old and new tax forms via the Internet
(www.dor.state.wi.us) and via Fax-A-Form (phone
608-261-6229 from afax telephone)

¢ offers recorded refund information 24 hours a day,
seven days a week (phone 608-266-8100, Madison,
or 414-227-4907, Milwaukee)

¢ provides an Internet site for inquiring about your
refund (www.dor.state.wi.us) <&
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Revision — Schedule U

The Internal Revenue Service (“IRS") extended the due
date of federal estimated tax payments originaly due
between September 10, 2001, and September 23, 2001,
to September 24, 2001.

The Wisconsin Department of Revenue is following the
IRS action. Asaresult, the September 2001 installment
due date listed in Part1ll of Wisconsin Schedule U,
“Underpayment of Estimated Tax by Individuals and
Fiduciaries,” should be changed from September 17,
2001, to September 24, 2001. In addition, the decimal
amount on line 15 of Schedule U (for computing under-
payment interest using the “short method”) should be
changed from .07947 to .07890. In the instructions for
line 25, the September 17 date should be changed to
September 24.

The 2001 Schedule U has been printed and delivered to
the department, and it will not be reprinted. The Sched-
ule U and instructions on the department’s Internet web
site and on its Fax-A-Form system have been revised to
reflect these changes. <

Federal Laws Enacted After 1999 Do Not
Apply for Wisconsin

For taxable year 2000 and thereafter, the Wisconsin in-
dividua income tax law currently provides that only
those provisions of the Internal Revenue Code (IRC)
enacted by December 31, 1999, apply for Wisconsin
purposes. Except for changes in depreciation and amor-
tization provisions, provisions of federal income tax law
enacted after December 31, 1999, may not be used for
Wisconsin purposes. The resulting differences in income
and expense items for Wisconsin versus federa pur-
poses must be adjusted for on Wisconsin Schedule .

For taxable years 2000 and 2001, the differences that
result from the fact that Wisconsin continues to follow
1999 federal law are relatively few. However, unless the
Wisconsin Legidature adopts the federal tax law
changes enacted in 2000 and 2001 for Wisconsin pur-
poses, a significant number of differences will exist for
taxable year 2002 and thereafter. This is because most
of the provisions of the federal Economic Growth and
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Tax Relief Reconciliation Act of 2001 (EGTRRA) en-
acted on June 7, 2001, first apply for taxable year 2002.

The fact that current Wisconsin law does not permit the
use of EGTRRA changes has raised considerable con-
cern among taxpayers, tax practitioners, and others.
Causing the most concern are the numerous pension
plan and retirement plan changes made by EGTRRA.
For example, EGTRRA increased the contribution limits
for traditional IRAs, Roth IRAs, and 401(k), 403(b),
408(k), and 457 plans for 2002. Unless Wisconsin law is
changed to adopt these changes, such plans must con-
tinue to apply the old (lower) contribution limits for
Wisconsin purposes.
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The Wisconsin Legidature is expected to consider
adoption of the federa laws passed after 1999 for Wis-
consin purposes during its floor period that began on
January 22, 2002. Any changes made to Wisconsin law
will be explained in a future issue of the Wisconsin Tax
Bulletin, and on the department’s Internet web site,
www.dor.statewi.us. <&

Federal “Victims of Terrorism Tax Relief
Act” Does Not Apply for Wisconsin

Generally, Wisconsin law provides that the computation
of taxable income on the 2001 Wisconsin income tax
return is to be based on the provisons of the Internal
Revenue Code (IRC) enacted as of December 31, 1999.
Changes to the IRC enacted after December 31, 1999,
do not apply for Wisconsin income tax purposes. Indi-
viduals must complete Wisconsin Schedule | to adjust
for any differences that result in the amounts of income
and expense items reportable for federal and Wisconsin
purposes.

At the time the 2001 Schedule | was sent to the printer
(November 20, 2001), new federal legidation affecting
the IRC was being considered. The Victims of Terror-
ism Tax Relief Act of 2001 (Public Law 107-134) was
enacted on January 23, 2002. The changes made by P.L.
107-134 to the IRC do not apply for Wisconsin purposes
for 2001.

Following are brief explanations of differences between
federal and Wisconsin law that result from the enact-
ment of P.L. 107-134. The “Federa” explanation
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indicates how an item isto be treated for federal income
tax purposes for 2001. The “Wisconsin” explanation
indicates how the item is to be treated for Wisconsin
purposes under the IRC enacted as of December 31,
1999.

If you are affected by any of these differences, you must
complete 2001 Schedule . Schedule is available from
any Department of Revenue office or from the depart-
ment’ s Internet web site (www.dor.state.wi.us).

1. Exclusion of Certain Death Benefits

(@) Federal — Gross income does not include
amounts paid by an employer by reason of the
death of an employee who dies as a result of
wounds or injury incurred as a result of the ter-
rorist attacks against the United States on
April 19, 1995, or September 11, 2001, or who
dies as aresult of illness incurred as a result of
an attack involving anthrax occuring on or after
September 11, 2001, and before January 1,
2002.

(b) Wisconsin — The treatment of amounts paid by
an employer is determined under the provisions
of the Interna Revenue Code as amended to
December 31, 1999.

2. Exclusion of Certain Cancellations of |ndebted-
ness

() Federal — Gross income does not include any
amount realized from the discharge (in whole or
in part) of indebtedness if the discharge is by
reason of the death of an individual incurred as
a result of the September 11, 2001, terrorist at-

tacks, or as aresult of illnessincurred as aresult
of an attack involving anthrax occurring on or
after September 11, 2001, and before January 1,
2002. This applies to discharges made on or af-
ter September 11, 2001, and before January 1,
2002.

(b) Wisconsin — Gross income includes income that
is readlized by a debtor from the discharge of in-
debtedness, subject to certain exceptions for
debtors in Title 11 bankruptcy cases, insolvent
debtors, certain farm indebtedness, and certain
real property indebtedness.

3. Disaster Relief Payments

(a) Federal — Gross income does not include any
amount received by an individua as a qualified
disaster relief payment.

(b) Wisconsin — The treatment of a disaster relief
payment is determined under the provisions of
the Internal Revenue Code as amended to De-
cember 31, 1999.

4. Disability Income Related to Terrorist Activity

(a) Federal — The exclusion from gross income for
disability income of U.S. civilian employees at-
tributable to a terrorist attack outside of the
United States applies to disability income re-
ceived by any individual attributable to a
terroristic or military action.

(b) Wisconsin — The treatment of disability income
is determined under the provisions of the Inter-
nal Revenue Code as amended to December 31,
1999. <&

Subtraction for Contributions to a
Wisconsin College Savings Account

Beginning with taxable year 2001, Wisconsin law pro-
vides a subtraction of up to $3,000 for an amount paid
into a college savings account, as described in section
14.63 or 14.64 of the Wisconsin Statutes. The instruc-
tions for the 2001 Form1l and 1NPR indicate this
subtraction applies to amounts paid into a Wisconsin
EdVest college savings program.

The department has learned that American Express
Company is marketing a Wisconsin state-sponsored
college savings program. The name of this program is

“tomorrow’s scholar.” This program qualifies as a sec-
tion 14.64 college savings account. Thus, contributions
to a“tomorrow’s scholar” account qualify for the $3,000
subtraction (assuming all other requirements are met).

In addition, Wisconsin law aso provides a subtraction
for any increase in value of atuition unit under atuition
contract described in section 14.63, or a college savings
account as described in section 14.64 (except in the case
of a nonqudified withdrawal). The form instructions
indicate this subtraction applies to distributions from
EdVest college savings accounts. This subtraction also
applies to distributions from a “tomorrow’s scholar”
account marketed by American Express Company. <=
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Grant County Adopts County Tax

Effective April 1, 2002, the county sales and use tax will
be in effect in Grant County. This brings to 56 the num-
ber of countiesthat have adopted the 1/2% county tax.

Retailers were notified about Grant County’s adoption
of the county tax in the December 2001 Sales and Use
Tax Report (number 3/01). The Report was sent in late
December and early January to al persons registered for
Wisconsin sales and use tax purposes. A copy of the
Report appears on pages 37 and 38 of this Bulletin.

For additional information about the county tax, see
Publication 201, Wisconsin Sales and Use Tax Informa-
tion, Part XVIII, on pages 38 to 44. Publication 201 is
available from any Department of Revenue office. See
the article titled “Tax Publications Available” on page
18 of this Bulletin for information about how to obtain
copies of Publication 201 by mail, email, fax, or the
Internet. <&

Take Taxes, for Instance
It’s an Electronic World Out There

When taxpayers filed their Wisconsin personal income
taxesin 2001, over 750,000 chose to file electronically —
either through a professiona tax preparer, via TeleFile,
or on-line from their personal computer through the
www.wisconsin.gov web site. That's one of every four
taxpayers! The greatest percentage growth is in direct,
on-line filing from home computers.

On-line filing has these advantages:

* Taxpayers can efile both state and federal income
taxes at the same time from one location.

* The computer software does the math and walks
taxpayers through the process.

e Taxpayers get immediate confirmation that their
return has been received.

e Taxpayers can get ther refunds in five business
days, no matter when they file (if they choose direct
deposit and the return needs no additional review),
even if they file right on the April 15, 2002, dead-
line. (Paper returns filed on the deadline typicaly
require 12 weeks.)

» E-filers can choose to electronically deposit their
refunds.

» Electronically filed returns are more accurate (a 1 %
error rate compared to 10 % for paper forms).

* Low-income taxpayers (earning $25,000 or less an-
nually) can e-file for freel

E-filing has increased 22 % in just the last year, while
the paperbound “Quick Refund” usage has dropped by

amost one-third since its high-water mark five years
ago.

It's no wonder. E-filing is much quicker than the “ Quick
Refund” method. Taxpayers who choose to have their
refunds deposited electronically directly into their bank
accounts can get their money within five working days.
The best expectation of the Quick Refund was “as little
as 14 days’ — sometimes longer.

In light of the superior convenience and efficiency of
e-filing, it will replace the personal income tax “Quick
Refund” program.

Replacing the Quick Refund program with e-filing for
the 2002 taxpaying season is an easy cal to make. In
fact, taxpaying customers have made that decision for
the department. By a 2 to 1 margin, taxpayers who want
the fastest service possible are choosing the convenience
of electronic filing over the slower, paperbound Quick
Refund system. This change will aso help the depart-
ment save money.

e Because it is no longer offering the Quick Refund
program, the department can discontinue mailing
postcards with the taxpayer’s mailing label attached
(needed to participate in the program) to those tax-
payers who used a practitioner last year.

e The department also will save taxpayer dollars by
not mailing personal income tax booklets to those
who filed electronically in 2001.

Meanwhile, the Department of Revenueis offering these
additional electronic filing options:

e Applicants for homestead credit can now file
Schedule H electronically when they file their in-
come tax returns.
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» Taxpayerseligible for TeleFile can aso file over the
World Wide Web.

e Low-income taxpayers (under $25,000 income) can
file on-line free-of -charge.

e Taxpayers can pay by credit card.

In these and other ways, the Wisconsin Department of
Revenue is committed to its strategic goal of Making
Taxpaying Less Taxing — in every sense of the word,
from lowering the overall tax burden to making the tax
filing experience easier and less stressful. <«

NetFile — New Electronic Filing
Alternative

The Wisconsin Department of Revenue is committed to
serving taxpayers in the most efficient manner possible.
Through the use of technology, the department has
streamlined the methods used to file individual income
tax returns. For 2001 tax returns, the Department of
Revenue offers a new filing alternative: NetFile.

In order to increase eectronic filing, the department is
expanding the current TeleFile program to include Net-
File for 2001 tax returns. NetFile is an aternative to the
current TeleFile program that has been available for
three years. Eligible taxpayers may now access the ap-

plication through the Internet or use a touch-tone phone
asthey have in the past.

Eligibility for participation in TeleFile/NetFile is deter-
mined by the Department of Revenue based on previous
filing history and is offered by invitation only. Taxpay-
ers who may be eligible to use NetFile will receive a
TeleFile/NetFile instruction booklet and a Personal
Identification Number (PIN).

The TeleFile/NetFile aternative is easy and it's freel
Eligible and qualified Wisconsin taxpayers are encour-
aged to use this fast and convenient alternative to paper
filing. <&

Postcards Replace Booklets

In order to inform taxpayers who filed paper income tax
returns last year but qualified for free electronic filing
(“efiling”), a select group of taxpayers who formerly
received tax booklets received a postcard instead this
year, notifying them that they may be eligible for free
efiling.

With this pilot project, the Department of Revenue has
taken another innovative step forward, by informing
approximately 200,000 taxpayers who made $25,000 or

less of adjusted gross income last year, that they may
qualify tofile electronically for FREE.

The free program applies to both state and federal indi-
vidual income tax returns. If this pilot is successful,
postcards will be sent next year to al taxpayers who
qualify.

More information about free e-filing of income tax re-
turns is available on the State of Wisconsin's Internet
web site, www.wisconsin.gov. Click on “State Tax In-
formation,” “Electronic Filing and Payments,” and then
click on the “Quicken Tax Freedom Project” link. <&

Tips to Speed Refund Processing

If you have a refund coming on your 2001 Wisconsin
income tax return, you want your return processed
quickly. You can help by following the tips listed be-
low.

@ Fileearly

The time it takes to issue a refund varies greatly, de-
pending on when the return is received. Refunds for
returns that are not adjusted are issued in an average of

two weeks for returns received by mid-February, four
weeks for returns received from mid-February to mid-
March, six weeks for returns received from mid-March
to mid-April, and eight weeks for returns received mid-
April and after.

&P FileElectronically

There are many good reasons to file your Wisconsin
return electronically (“efile’). It's fast, safe, docu-
mented, easy, and accurate. For more information, see
the article titled “It’s an Electronic World Out There” on
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page 4 of this Bulletin. (Note: Due to recent budget cuts
the department has been directed to make, the process-
ing of returns filed on paper is expected to take longer
than it has in previous years. As a result, e-filing is a
better choice than ever.)

_!_/_f,t Use Your Label

Apply the department-printed name and address label to
the tax return you file. Here are some more tips about
your labd:

» Usethe label even if you are filing a computerized
return or areturn completed by a preparer.

e Fill in your socia security number (and your
spouse’s, if applicable) on the tax return, since it is
not on the label.

e Draw aline through incorrect information and make
corrections on the label.

* Usethe Wisconsin labdl, not the federal IRS labd!.

» Besurethelabd isyours, not another taxpayer’s.

~a Filean Accurateand Complete Return

Avoid errors and delays in processing your tax return by
following these tips:

* Make entrieslegible and on the correct lines.
»  Attach the correct withholding statements.

e Claim only Wisconsin tax withheld, not federal tax,
social security, or tax withheld for another state.

» Attach all necessary supporting schedules.

» Attach a complete copy of your federal return and
schedulesif you file on Form 1 or INPR.

e Attach acompleted rent certificate or a copy of your
2001 property tax bill if you are claiming homestead
credit.

e« Assemble your return in the proper order (see
page 27 of the Form 1 instruction booklet or page 29
of the Form INPR booklet).

&F MoreTips

For more tips, see the following article titled “Common
Errorson Tax Returns and Credit Claims.” <&

Common Errors on Tax Returns
and Credit Claims

Are your tax returns and credit claims filed
without errors, and do they include al the schedules and
information necessary for the department to accurately
process them? Many errors are discovered each year,
either in processing or in subsequent audits by the de-
partment.

In the 2001 processing season (2000 returns and claims),
the department sent back thousands of tax returns and
credit claims. Processing was delayed on thousands of
other forms, to obtain additiona information from tax-
payers or claimants. Nearly half a million tax returns
and credit claims were adjusted during the processing of
those forms.

Preparing error-free tax returns and credit claims will
help avoid annoying processing delays and may result in
fewer tax dollars being assessed in subsequent office
audits or field audits.

Listed below are some common errors made in prepar-
ing individual and corporation tax returns, homestead
and farmland preservation credit claims, partnership
returns, fiduciary income tax returns, and estate tax re-
turns. Some of the common errors listed apply to more
than one of these categories.

¢ Read and follow instructions.

» Fill in social security number or employer identifi-
cation number.

*  Check and recheck math.
* Signthereturn or claim.
»  Attach required documents:
- copies of federal return and schedules.
- (individual returns) wage and tax statements.

- (INPR) residence gquestionnaire, other state’s tax
return copy.



Wisconsin Tax Bulletin 128 — January 2002 7

- (corporation returns) manufacturer’'s sales tax,
research, development zone, farmland tax relief
schedules.

- (homestead) copy of separately filed tax return,
complete rent certificate, property tax bill, own-
ership verification if applicable.

- (farmland preservation) property tax bills, farm-
land preservation agreement or zoning certificate
if appropriate, ownership verification if applica-
ble.

- (partnerships) Schedule 3K-1.
- (fiduciaries) aslisted on page 2 of Form 2.

- (estate tax returns) copies of federal Form 706
and schedules, list of assets, will, trust instru-
ments, approved federal extension if appropriate.

e |Individual returns;

- Fill in correct amounts and all information for
standard deduction, exemption credit, school
property tax/rent credit, married couple credit,
and itemized deduction credit.

- Correctly calculate earned income credit, farm-
land tax relief, underpayment interest, retirement
plan deductions, and federal/Wisconsin income
differences.

- Include all taxable income, such as S corporation
and partnership income, IRA distributions, inter-
est and dividends, income earned in another
state, gambling winnings.

 Homestead:

- Prorate rent for joint occupancy, if appropriate —
see bottom of rent certificate.

- Correctly prorate property taxes for part business
use, more than one acre, co-owned property.

- Reduce property taxes/rent for months Wisconsin
Works (W2) received.

Follow specia instructions if separated from
spouse or married, divorced, or widowed during
the year.

Include all household income, such as gross pen-
sions and annuities, nontaxable capital gains,
depreciation (including standard mileage depre-
ciation), IRA/deferred compensation deductions,
Wisconsin Works (W2) and county relief pay-
ments.

¢ Farmland preservation:

Prorate property taxes for co-owned property.

Do not claim specia assessments or property
taxes for land not in a farmland preservation
agreement or zoning certificate.

Claim the correct percentage of credit.

Include all household income, such as gross pen-
sions and annuities, nontaxable capital gains,
depreciation, capital loss carryover, deferred
compensation.

* Fiduciaries:

On page one, check one “type of trust” box if ap-
plicable, answer questions, fill in fisca year
dates if applicable, request closing certificate if
needed.

Report al income, expenses, and credits as dis-
tributable income on final Form 2.

Follow special procedures if ESBT (electing
small business trust).

« Estatetax returns:

File Wisconsin W706 if filing federal 706.
Fileonly if required.

File and pay tax timely — use 401T for payment,
not 1-ES or 4-ES.

Request closing certificate for both fiduciary and
estate returns at sametime, if possible. <«

Attaching Copy of
Federal Return

Individuals who file their Wisconsin
income tax return on Form 1 or INPR are required to
attach a copy of their federa income tax return to their
Wisconsin return. Generally this will be a copy of fed-
era Form 1040, 1040A, or 1040EZ. However, some

Wisconsin filers are not required to file a federal return
with the Internal Revenue Service (IRS), or they may
use TeleFileto report to the IRS.

Federal TeleFileFilers

Some taxpayers who file their Wisconsin return on
Form 1 or INPR file their federal return by phone, using
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the federal TeleFile system. These taxpayers, who are
not required to submit a paper tax return to the IRS, may
attach a copy of their federal TeleFile Tax Record to
their Wisconsn Form1 or INPR in lieu of federa
Form 1040, 1040A, or 1040EZ.

Taxpayers Not Required to File With theIRS

Some taxpayers who are required to file a Wisconsin
income tax return are not required to file a federal in-
come tax return with the IRS. For example, a person
filing as head of household who is age 65 or over, with
gross income of at least $10,570 but less than $10,650
for 2001, must file a 2001 Wisconsin return but is not
required to file a 2001 federal return.

In this situation, since the person would not have a copy
of a federd return to attach to the Wisconsin return, a
statement listing the sources and amounts of income
must be attached to the Wisconsin Form 1 or INPR in
lieu of afederal return.

Note: Because the Wisconsin tax forms refer to various
lines on the federa return, a person may find it helpful
to complete a federal income tax form to use as a refer-
ence when completing the Wisconsin return. This
federa form, even though it will not be filed for federa
tax purposes, may be attached to the Wisconsin return
instead of the required statement of income. <

1 Don’t Forget Due Dates for
i Information Returns

Various information returns must be filed with

the Wisconsin Department of Revenue by

January 31. Others are due February 28 or
March 15.

Information returns due January 31, 2002, include
Form W-2 to report wages, tips, and other compensa-
tion, and Form W-2G to report gambling winnings.

Information returns due February 28, 2002, include
Wisconsn Form9b (or federal Form 1099-R or
1099-MISC) to report retirement plan distributions and
other nonwage compensation, and for payers other than
corporations to report rents or royalties.

Information returns due March 15, 2002, by corpora-
tions include Form 9b or federal Form 1099-MISC to
report rents or royalties, and Form 8 to report capital
stock transfers.

Regardless of the due date for filing the information re-
turns with the department, copies of the information
returns (except Form 8) must be given to the recipients
of the payments by January 31, 2002. Copies of Form 8
are not required to be given to individuals who transfer
capital stock.

Additiona information is available in Wisconsin Publi-
cation 117, Guide to Wisconsin Information Returns.
See the article titled “Tax Publications Available” on
page 18 of this Bulletin for information about how to
obtain acopy of the publication. <

Schedule 3K-1s — File on
Magnetic/Electronic Media

Partnerships with 50 or more partners are encouraged to
file their Wisconsin Schedule 3K-1s, “Partner’s Share
of Income, Deductions, etc.,” on magnetic/electronic
media. The types of magnetic/electronic media allowed
include magnetic tape, cartridge, CD, and diskette.

If your Schedule 3K-1s are prepared by software, ask
your software company if they can provide these docu-
ments on magnetic/dectronic media rather than on
paper. Filing on magnetic/electronic media will save
both preparers and the department valuable resources,
such as paper, shipping costs, and processing time. It's

another way the department is streamlining your process
of filing tax returns.

To get information and specifications for filing your
Form 3K -1s magnetically/electronically, contact:
DianaKieding
Wisconsin Department of Revenue
Mail Stop 3-14
PO Box 8908
Madison WI 53708-8908

Phone: (608) 267-3285
E-mail: diana.kiesling@dor.state.wi.us.

®
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Department Offers
Taxpayer Assistance

Department personnel will be available through April 15, 2002, to provide taxpayer telephone and walk-in
assistance. Assistance is provided Monday through Friday in many of the larger offices, and Mondays only
in other offices (except as noted in the chart below).

In addition, assistance hours will be extended in four offices on Saturday April 13, 2002. Offices in Madison, Milwau-
kee, Eau Claire, and Appleton will be open from 9:00 am. to 3:00 p.m. on that day. The Madison office will be open
until 5:00 p.m. on Monday, April 8 through Friday, April 12, and on Monday, April 15.

Offices Providing Daily Assistance

Location Address Telephone No. Hours

Appleton 265 W. Northland Ave. (920) 832-2727 7:45-4:30
Eau Claire 718 W. Clairemont Ave. (715) 836-2811 7:45-4:30
Madison 2135 Rimrock Rd. (608) 266-2772 7:45-4:30
Milwaukee 819 N. Sixth St., Rm. 408 (414) 227-4000 7:45-4:30
Waukesha 141 N.W. Barstow St. (262) 521-5310 7:45-4:30

Offices Providing Assistance on Mondays Only (unless otherwise noted)

L ocation Address Telephone No. Hours
Baraboo 1000 Log Lodge Ct. (608) 356-8973 7:45-1:00
Beaver Dam 220 Seippel Blvd. (920) 356-6090 7:45-1:.00
Elkhorn 715 W. Waworth St. (262) 723-4098 7:45-1:.00
Fond du Lac 845 S. Main, Ste. 150 (920) 929-3985 7:45-4:30
Grafton 1930 Wisconsin Ave. (262) 375-7948 7:45-1:00
Green Bay 200 N. Jefferson St., Rm. 526 (920) 448-5179 7.454:30 *
Hayward 100 Ranch Rd. (715) 634-8478 7:45-1:00
Hudson 1810 Crestview Dr., Ste. 1B (715) 381-5060 7:45-4:30
Janesville 101 E. Milwaukee, Rm. 525 (608) 758-6190 745430 T
Kenosha 4003 80th St., Ste. 102 (262) 697-5860 7.45-4:.30 **
LaCrosse 620 Main St., Rm. 213 (608) 785-9720 7:45-4:30
Lancaster 130 W. EIm St (608) 723-2641 7:45-1:.00
Marinette Courthouse, 1926 Hall Ave. (715) 732-7565 9:00-1:00
Marshfield 300 S. Peach Ave, Ste. 4 (715) 387-6346 7:45-1:.00
Monroe 1015 18th Ave,, Ste. B111 (608) 325-3013 7:45-1:00
Oshkosh 515 S. Washburn, Ste. 105 (920) 424-2100 7:45-4:30
Racine 616 Lake Ave. (262) 638-7500 745430 *
Rhinelander 203 Schiek Plaza (715) 365-2666 7:45-4:30
Rice Lake 11E. EauClaire &, Ste. 4 (715) 234-7889 7:45-1:.00
Sheboygan 807 Center Ave. (920) 459-3101 7:45-4:30
Superior 1225 Tower Ave., Ste. 315 (715) 392-7985 7:45-4:30
Tomah 203 E. Clifton St. (608) 372-3256 7:45-1:00
Watertown 600 E. Main St. (920) 262-2700 7:45-1:00
Wausau 710 Third S. (715) 842-8665 7:45-1:00
Wisconsin Rapids 830 Airport Ave. (715) 421-0500 7:45-4:30

* Open Monday, Tuesday, Wednesday, and Thursday
** Open Monday, Tuesday, and Wednesday
T Open Monday and Tuesday X
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How to Obtain Wisconsin Tax Forms

Tax preparers and others requiring more than 6 of any
one Wisconsin tax form or more than 29 total Wiscon-
sin forms must use a forms order blank, Form P-744.
Theoriginal of the completed order blank must be sent
to the department. You can obtain a Form P-744 by
writing, calling, or faxing your request to the depart-
ment at the address or phone number listed below
under “To Receive Formsin the Mail.”

Y ou can obtain up to 6 of any one Wisconsin tax form
or atotal of 29 Wisconsin forms by visiting any De-
partment of Revenue office or by contacting the
department by mail, by phone, or by fax. These limits
are imposed in order to maintain a supply of forms for
others. You can aso receive forms via your fax ma-
chine or the Internet.

Some libraries, banks, and post offices have forms
during the filing season. Most libraries have a copy of
Wisconsin Package WI-X, from which most Wiscon-
sin tax forms can be photocopied.

/i

If you want to pick up forms at a department office,
you may visit any of the department’s local offices.
The office locations and hours of service are listed in
the article titled “Department Offers Taxpayer Assis-
tance” on page9 of this Bulletin (assistance is also
available at these offices).

ToPick Up Formsat a
Department of Revenue Office

MAIL

' To Receive Formsin the Mail

Y ou can request that forms be mailed to you (indicate
which forms you want, the year, and how many) by:

e Writing to Wisconsin Department of Revenue,
Forms Request Office, Mail Stop 1-151, PO Box
8951, Madison WI 53708-8951,

» Calling the department in Madison at
(608) 266-1961,

» Faxing your request to the department at
(608) 261-6913; or

* E-mailing your request to forms@dor.state.wi.us.

&

To Receive FormsVia Your Fax
2 Machine

You can receive forms via your fax machine by using
the department’s Fax-A-Form system. Individual in-
come tax, homestead credit, farmland preservation
credit, corporation franchise and income tax, estate
tax, fiduciary income tax, and partnership forms and
instructions for 1996 through 2001 are available via
Fax-A-Form. For sales/use, withholding, and alcohol
beverage taxes, only 2001 forms and instructions are
available. In addition, 1996 through 2001 amended
individual income tax forms and instructions are avail-
able, as well as publications published by the
department (see the article titled “Tax Publications
Available” on page 18 of this Bulletin).

To use Fax-A-Form, call (608) 261-6229 from the
handset of your fax machine or the touch-tone tele-
phone of your fax modem (don’t press “start” yet). If
your fax machine does not have a handset, use the
keypad if tones are transmitted, or connect a touch-
tone telephone if tones aren’t transmitted. Follow the
voice prompts and enter the retrieval codes for the
items you want, using the keypad. Press “start,”
“send,” or “copy” (fax modem users click on “manual
receive’). You must leave the handset of your tele-
phone or fax machine off the hook the entire time the
forms are being faxed to you.

Fax-A-Form is available 24 hours a day, 7 days a
week. The department does not charge a fee for this
service (though you will have to pay your normal tele-
phone charges and fax machine operating costs). If
you have questions, you may write to Cindy Brene-
man, Fax-A-Form Coordinator, a Wisconsn
Department of Revenue, Mail Stop 1-151, PO Box
8951, Madison WI 53708-8951, or call (608) 267-
2025.

“y 10 Receive FormsViathelnternet
L)

Most forms and instructions are available on
the Internet. If you have Internet access, you can
download and print the forms 24 hours a day, through-
out the year.

To download forms, access the department’ s Internet
web site at www.dor.state.wi.us, and click on “Forms.”
&
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IRS Mileage Rates for 2002
Apply for Wisconsin

4

The optional standard mileage rates provided by the In-
ternal Revenue Service (IRS) for 2002, for computing
automobile expenses for business, charitable, medical,
and moving expense purposes, also apply for Wiscon-
sin.

For 2002 the IRS has increased the business standard
mileage rate from 34.5¢ per mile to 36.5¢ per mile for
al business miles driven. The 36.5¢ per mile rate is al-
lowed without regard to whether the automobile was
previoudy considered fully depreciated.

If the standard mileage rate of 36.5¢ per mile is used,
depreciation is considered to be alowed at 15¢ per mile
for 2002, the same as for 2001. However, no portion is
considered to be depreciation after the adjusted basis of
the automobile reaches zero.

For 2002 the allowable standard mileage rate for chari-
table deduction purposes remains at 14¢ per mile. The
rate for medical expense and moving expense deduc-
tions has increased from 12¢ per mile to 13¢ per
mile. &

Clearing up the Confusion on
Corporation Extensions

Do you know when to request an extension to file
your Wisconsin cor poration tax return? Thousands of
taxpayers don't. Every year the Department of Revenue
approves thousands of Form 830s (Application for Ex-
tension of Time to File) unnecessarily.

The Application for Extension of Time to File should
only befiled if the corporation does not obtain afederal
extension. If the corporation obtains a federal extension
(federal Form 7004) and attaches it to the last page of
the Wisconsin return, the Department of Revenue auto-
matically grants the taxpayer an additional 30-day
extension on top of the federal extension of six months.
That's right — corporations have an automatic seven-
month extension with the Department of Revenue by
obtaining the federal extension.

Does the approval of the Wisconsin Application for
Extension of Time to File extend that seven months
to an eight-month extension? No. A taxpayer who ob-

tains both the federal and Wisconsin extension still has
only a seven-month extension for Wisconsin.

What if a corporation does not obtain the federal
extension but wants an extension for Wisconsin? The
taxpayer should file the Form 830 to receive a 30-day
extension for Wisconsin. Wisconsin alows corporations
an extension of 30 days if they file a Form 1C-830 and it
is approved by the department. If you need more time to
file the Wisconsin return than one month, you need to
obtain and attach a copy of the federa automatic exten-
sion form (federal Form 7004) to the Wisconsin return.

By filing a Wisconsin extension application only when
necessary, you could save both yourself and the De-
partment of Revenue unnecessary effort.

Questions pertaining to corporation extensions of time
to file may be directed to the department’s Corporation
Review and Adjustment unit at (608) 266-0800. <«

Preparers — Don’t Forget About Use
Tax!

When preparing individual income tax returns this tax
season, don’t forget to ask your clientsif they made any
out-of -state purchases subject to Wisconsin use tax. A
line is included on the individual income tax returns
(Forms 1, 1A, WI-Z, and INPR) to make the reporting
of use tax easier for individuals. This line, “Sales and
use tax due on out-of-state purchases’ should be men-
tioned to each of your clients.

The Department of Revenue has contacted thousands of
individuals regarding use tax. A common complaint the
department receives is “Why didn’t my preparer tell me
about use tax? My preparer is supposed to know about
taxes, not me!”

Help your clients by informing them about taxes that
apply to them, includingusetax. <
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Credit Card Payment Options Expanded

[ NEW [

The Department of Revenue began accepting credit card
payments for “Income Tax Notice of Adjustment” bills
in December 2001. When a taxpayer underpays income
tax, a bill is issued to the taxpayer that must be paid by
the due date. The credit card payment option is available
to both eectronic and paper filers. Taxpayers can make
their bill payments by telephone or by the Internet. Ad-
ditional credit card information is available a the
department’ s Internet web site, www.dor.state.wi.us.

Credit cards are accepted for:

* Individua Income Tax Balances Due on Return
e Individual Income Tax Extension Payments

* Individual Income Tax Estimated Payments

» Delinquent Tax Payments

* Individual Income Tax Notices of Adjustment

Participating credit card companies are:

*  American Express

» Discover/Novus

e MasterCard

Official Payments Corporation charges the taxpayer a

convenience fee of 2.5% of the payment amount, with a
minimum fee of $1.00 on tax payments less than $40.00.

The Department of Revenue does not charge this fee.
The fee appears as a separate charge on the taxpayer’s
credit card statement. You can find more information
about Official Payments Corporation on their Internet
web site at www.official payments.com/taxpreparers or
by caling 1-877-754-4420. Materias designed exclu-
sively for tax professionals and their clients are
available on the Officia Payments Corporation web site.

Benefits of offering the credit card payment option
are:

¢ Gives customers a more flexible payment option.
Customers have the flexibility to pay the taxes over
several months, they receive a 30-day grace period,
and they have the option to pay off the entire bal-
ance due at any point.

e Gives customers a more convenient payment option.
For example, a customer can wait until April 15 to
complete the tax return and then decide to use the
credit card payment option, to save time. Faced with
long lines at the post office, it is more convenient to
pay by credit card.

* Gives customers credit card rewards. Customers
using a credit card with a bonus rewards program
may be able to earn rewards, points, cash back, or
frequent flyer miles for paying the taxes. The tax-
payer may defer the payment for 30 days and till
gain from the rewards program.

¢ Eliminates the threat of contaminated envel opes.
&

Form 1099-Gs and 1099-INTs
Mailed to Taxpayers

The Department of Revenue mailed nearly a million
federal Form 1099-Gs and Form 1099-INTs in January
2002. Federa law provides that the department must
furnish 2001 Form 1099-Gs to persons who received a
Wisconsin income tax refund in 2001 and claimed state
income tax payments as an itemized deduction on the
federal tax return for the year to which the refund ap-
plies. Form 1099-INTs must be provided to persons who
received $600 or more of interest on refunds issued by
the Department of Revenue.

Regardless of whether a taxpayer receives a
Form 1099-INT, all interest received from the depart-

ment in 2001 must be reported as income on the
taxpayer's 2001 federd and Wisconsin tax returns. In
addition, al or a portion of a state income tax refund
from Form 1099-G may be includable in federal taxable
income. However, the refund should not be included
in Wisconsin taxable income.

Form 1099-G explains how the refund reported to the
Internal Revenue Service (IRS) was determined. The
first line shows the amount of the refund. Subsequent
lines show adjustments for: amounts applied to next
year's estimated taxes; endangered resources donations;
late filing pendties and interest; homestead, farmland
preservation, farmland tax relief, and earned income
credits; retirement plan penalties; and other adjustments.
Thelast line shows the refund reported to the IRS. <&
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Information or Inquiries?

Listed below are telephone numbersto call if you wish
to contact the Department of Revenue about any of the
taxes administered by the Income, Sales, and Excise Tax
Division. A comprehensive listing of telephone numbers
and addresses appears in Wisconsin Tax Bulletin 124
(April 2001), pages 39 to 42.

Madison —Main Office

Area Code (608)
APPEAIS.....coiie e 266-0185
Audit of Returns: Corporation, Individ-

ual, Homestead..........ccccovevenineneniennns 266-2772
Beverage TaX.......ccccevceeenieeniiee e 266-6702
Cigarette, Tobacco Products Taxes.......... 266-8970
Copies of REtUNS.........cccceeceveeneeeenieene 266-2890
Corporation Franchise and Income

TAXES e 266-1143
Delinquent Taxes........ccooveveeveerenieeseninens 266-7879
Electronic Filing:

Individual Income TaX .......cccceeeveeennene 264-9959

SAESTAX cccveciieiie e 261-6261
Electronic Funds Transfer .........ccccevveuee 264-9918
Estimated TaxeS.......cooveveevenenenenenenins 266-9940
Fiduciary, Estate Taxes.........cccocerveereennene 266-2772
Forms Request:

TAXPAYESS.....eieiieieiieee e 266-1961

Practitioners........cccovevvveeneecieseesee e 267-2025

Fax-A-FOrm........cccooveiiii e 261-6229
Homestead Credit........cccccevevereienencnnene 266-8641
Individual Income TaX ........ccevereeneennens 266-2486
Motor Vehicle Fuel TaX .......cccoccvvceervennnne 266-3223
RefUNDS.......ccoveiieeeceee e 266-8100
Sales, Use, Withholding Taxes................. 266-2776
TTY e 267-1049

District Offices
APPIELON ... (920) 832-2727
Eau Claire.......ccooevveeeveneiecceen (715) 836-2811
Milwaukee:

General .....ccoeeveeee e (414) 227-4000

Refunds.........ccooovieiiiece (414) 227-4907

TTY e (414) 227-4147

&

Wisconsin/Minnesota
Sales Tax Seminars

The Wisconsin and Minnesota
Departments of Revenue will again present a series of
joint sales and use tax seminarsin March and April. The
seminars will include information on differences be-
tween the two states' laws. All of the seminars are for
general businesses.

You are invited to attend any of the following seminars,
free of charge. All seminars are from 9:00 am. to
12:30 p.m., at the locations indicated. To register or for
more information, call the Minnesota Department of
Revenue at 1-800-888-6231.

March 12, 2002 — Duluth, Minnesota
Minnesota Department of Revenue Office
2711 West Superior Street

*k k k kK k k k k k kk kK k k k k%

March 19, 2002— Hudson, Wisconsin
Hudson House
1616 Crestview Drive

* k kkk kkkkkk Kk Kk kK Kk %k

April 9, 2002 — Onalaska, Wisconsin
Onalaska Omni Center
225 Rider Club Road

[

Wisconsin Tax Bulletin
Annual Index Included

<

This issue of the Wisconsin Tax Bulletin includes (on
pages 64 to 95) the annual index of articles, tax releases,
court case summaries, private letter rulings, and other
materials that have appeared in past Bulletins. The index
includes information for issues 1 to 127 (through

October 2001). <&
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Use Sales Internet Process to File

If you're a tax practitioner and would like to file your
clients sales and use tax returns electronically, the de-
partment invites you to do so using its Sales Internet
Process (“SIP").

SIP is a secure Internet process that provides the con-
venience of filing sales and wuse tax returns
(Form ST-12) from your computer desktop. This new
technology is more efficient and flexible than filing a
paper ST-12 and will save you time and money in the
long run.

SIP offers many advantages over filing paper ST-12s.
Using SIP eliminates the worry about whether the de-
partment receives your clients ST-12s on time. For
example, it eliminates any concerns about the posta
service delivering your clients' returns by the due date.
Another advantage is that SIP will do many of the com-
putations for you. However, you will need to make a
few manual pre-calculationsin order to arrive at the data
to enter into SIP. Perhaps the biggest advantage SIP of-

fers is the flexibility to file your clients' sales and use
tax returns before the due date, and yet they can make
their payments later (on the due date). SIP also gives
you areceipt that confirms the filing date for each of the
returnsyou file.

In order to use SIP, you must apply for alogon ID and
password by completing a SIP application (Form S-
002). Further, each client for which you will be using
SIP must fill out a Form S-002, giving you permission
to use SIP to file their sales and use tax returns.

For more information about SIP and to obtain a SIP
application, please visit the department’s Internet web
site a www.dor.state.wi.us'eserv/efiling.html. You can
also review (and download, if you wish) a publication
about SIP, Wisconsin Publication 227 titled “E-File
Sales Tax returns with SI1.P.,” at www.dor.state.wi.us;
click on “Publications’ and then “Tax Publications.”

If you have more questions about SIP after visiting the
web site, contact the department’ s Inquiry and Technical
Assistance unit at (608) 261-6261. <

Negligence Penalties May Be Imposed
in Field Audits

The Field Audit Section of the Wisconsin Department of
Revenue has the authority to impose various civil pen-
aties during the field audit of a taxpayer’s franchise,
income, withholding, or sales and use tax returns.

Following are the main factors considered by the de-
partment in determining whether penalties should be
imposed, and statistics indicating the percentage of as-
sessments in the past four years that include negligence
penalties.

The main factors considered by the department for
theimposition of negligence penaltiesinclude:

» Taxpayer's awareness of the taxability of items ad-
justed, including whether taxpayer should have been
aware.

» Certainty or uncertainty of the taxable status of the
item.

» Knowledge, education, and expertise of the per-
son(s) responsible for filing the return.

» Prior audit history and prior penalty imposition.

» Adequacy of the records and taxpayer’'s efforts to
establish adequate records.

» Consistency and pattern of errors.

» Any other arguments that relate to whether or not
there was good cause for underreporting.

Field Audit Negligence Penalties Imposed:

1998 1999 2000 2001
Number of 1385 1454 1424 1409
Actions
Number of 337 335 344 330
Penalties
Percentage | 24.3% | 23.0% | 24.2% | 23.4%

s
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Sampling Used in Field Audits

The Department of Revenue uses sampling in many
field audits. In general, sampling is used when it is not
efficient to review 100% of the taxpayer’s records. Sec-
tion 77.59(2), Wis. Stats. (1999-00), provides that the
department may use sampling “whether or not the per-
son being audited has complete records of transactions
and whether or not the person being audited consents.”

Not al audits involve sampling. Even if sampling is
used in the examination of a certain area, a 100% review
of the transactions could be made for other areas of the
taxpayer's business. For example, vehicle sales by an
automobile deal ership are not normally sampled.

The department uses both statistical and non-statistical
samples. The two most common non-statistical samples
used are the alpha sample and the time-based sample
(for example, one-month-per-year).

Statistical samples use random selection techniques to
ensure that every sampling unit has an equal chance of
selection. The results of a dtatistical sample are evalu-

ated using probability theory. Statistical samples are
computer-generated using programs that the department
has written. In order to perform a statistical sample, tax-
payer records are needed in a computer-readable format.

The department averages 30-35 statistical samples per
year. On average, 850 non-statistical samples are com-
pleted per year. One audit may have several non-
statistical samples associated with it.

In order to ensure that proper sampling procedures are
used and that procedures are consistently employed, the
department maintains a staff of sampling specialists.
The auditor’s supervisor and a sampling specialist re-
view all samples. It is the department’s goal that every
sampling procedure used is understood by the taxpayer.

Wisconsin Publication 515, “Non-Statistical Sampling,”
discusses the department’s use of non-statistical sam-
pling. To obtain a copy of this publication, go to the
Department of Revenue's Internet web site,
www.dor.state.wi.us. Click on “Publications’ and then
“Tax Publications.” <&

Field Audit Appeals

The Department of Revenue, in its Strategic Plan, iden-
tifies the following three goals to achieve its vision of
“Making taxpaying lesstaxing”:

» Implement good tax policy

» Dédliver good customer service

» Operate efficiently

Tax fairness, good customer service, and efficiencies are
measured by the number of finalized actions appealed to

the Resolution Unit, and the number of finalized actions
appealed to the Wisconsin Tax Appeals Commission.

The following Field Audit Appea statistics demonstrate
the department’s commitment to making taxpaying less
taxing:

Fiscal Year Ending

6/30/00 | 6/30/01
Number of Final Field Audit 1532 1451
Actions
Number of Appealsto the De- 197 169
partment’ s Resolution Unit
Percent of Actions Appealed to 12.86% | 11.65%
Resolution Unit
Number of Appealsto Wisconsin 27 25
Tax Appeals Commission
Percent of Appealsto Wisconsin | 1.76% 1.72%
Tax Appeals Commission

<

How to Obtain Copies of Your Tax
Returns

What Is Available
Upon request, the Department of Revenue will provide

taxpayers with copies of their previousy filed tax re-
turns (or information regarding them). Copies of returns

or information are generally mailed within 10 days after
arequest is received.

The chart at the end of this article lists returns and in-
formation that are available, and the number of prior
years for which they are available.

When a copy is requested, a copy of the federal return
will also be provided if it is a part of the Wisconsin re-
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turn. Wage statement copies are not aways available
with Forms 1A and WI-Z.

Copies of tax returns are generally available within four
months after the returns are filed.

Who May Request Copies

Taxpayers, partnersin a partnership, or corporation offi-
cers may request copies of their own tax returns. Other
persons may also request copies, if they provide a power
of attorney form or other written authorization, signed
by the taxpayer, partner, or corporation officer, and
specifying the type of tax return and periods requested.

Requests for copies of a deceased taxpayer’s tax returns
must include a certified domiciliary letter and be signed
by the personal representative of the estate. If thereis no
estate, a certified copy of the death certificate and a
statement of the reason for the request are required.

Fees

The fee is $5.00 for each return or information request.
Thereis an additional fee of $1.00 per return for a certi-
fied copy. Payment must be sent with the request.
Checks or money orders should be made payable to
“Wisconsin Department of Revenue.”

How to Request

All requests for copies of returns or information must be
made in writing (the written request may be faxed) or in
person. Requests by telephone will not be accepted.

Requests must include the following:

1. Name on the requested tax return.

2. Saocia security number (including spouse’'s so-
cial security number, if applicable), or other
identification number of the taxpayer.

3. Typeof return and year(s) or period(s) of the tax
return being requested.

4. Name and address to which the copies are to be
mailed.

5. Signature of the taxpayer, partner, corporation
officer, or authorized representative.

6. Payment of appropriate fees for requested in-
formation.

Whereto Direct Requests

Written Requests: Mail your request to Wisconsin De-
partment of Revenue, Electronic Records & Document
Management, Mail Stop 2-232B, PO Box 8903, Madi-
son WI 53708-8903.

In-Person Requests: Make your request at the Depart-
ment of Revenue, Customer Service, 2135 Rimrock
Road, Madison, Wisconsin. Office hours are 7:45 am.
to 4:30 p.m. Proper identification (for example, a
driver'slicense) is required.

Questions

If you have questions, you may call the Department of
Revenue in Madison, at (608) 266-2890.

Return:\//lgiﬁc;LTeatlon # of Years
Corporation tax returns 20
Gift tax reports 5
Homestead credit claims 10
Individual income tax returns 4
Insurance tax returns 6
Partnership tax returns 4
Sales/use tax returns 10
Trust fiduciary returns 4
Microfilmed withholding tax deposit

reports 10 <

Focus on Publications: Sales
Tax Brackets

Is there one document that provides al of the different
sales tax brackets for collecting state, county, stadium,
and premier resort area sales taxes? Now the answer is
“Yes.” The department’s newest sales tax publication,
Publication 229 titled “Brackets for Collecting Wiscon-
sin Sales or Use Tax on Retail Sales,” describes the
“bracket system” for collecting sales taxes from custom-

ers on retall sales. Bracket charts included are as
follows:

¢ 5% state sales tax.

¢ 5.1% state and baseball stadium sales taxes.

» 5.5% state and county or state and football stadium
taxes.

« 5.6% state, county, and baseball stadium sales taxes.

e 6% state, county, and premier resort area saes
taxes.
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Publication 229 adso describes the “mathematical com-
putation” that may be used to collect sales taxes in lieu
of the brackets.

See the article titled “Tax Publications Available” on
page 18 of this Bulletin for ways to obtain copies of
Publication 229 or any of the other Department of
Revenue publications. <«

Focus on Publications: Taxation
of Native Americans

How do individual and corporate income/franchise
taxes apply to Native Americans? What about sales/use
taxes, excise taxes, and property taxes? The answers to
these and other questions can be found in the depart-
ment’s new comprehensive publication, Publication 405
titled “Wisconsin Taxation of Native Americans.”

Publication 405 aso provides definitions of Native
American-related terms and discusses federal preemp-
tion, withholding tax, recycling surcharge, and

information returns. In addition, it discusses other taxes
and fees, who to contact for assistance, and business
devel opment.

A copy of Publication 405 appears on pages 41 to 63 of
this Bulletin. See the article titled “Tax Publications
Available” on page 18 of this Bulletin for ways to obtain
additional copies of Publication 405 or any of the other
Department of Revenue publications. X

Withholding Tax Update Sent to
Employers
The annual Withholding Tax Update was sent in De-

cember 2001, aong with FormsWT-7, Employer’s
Annual Reconciliation of Wisconsin Income Tax With-

held from Wages, to employers registered to withhold
Wisconsin taxes.

A copy of the Withholding Tax Update appears on
pages 39 and 40 of thisBulletin. <

= Index of Reference Material
-~ Available

1.‘:_‘: =

Are you looking for an easy way to
locate reference material to research a Wisconsin tax
guestion? The Wisconsin Topical and Court Case Index
may be just what you need.

This two-part index will help you find reference mate-
rial relating to income, franchise, withholding, sales/use,
estate, and excise taxes.

The“Topical Index” portion lists by tax type, aphabeti-
cally by subject, references to Wisconsin statutes,
administrative rules, tax releases, private letter rulings,
Wisconsin tax publications, Sales and Use Tax Reports,

Attorney General opinions, and Wisconsin Tax Bulletin
articles.

The “Court Case Index” lists by tax type, alphabetically
by issue, decisions of the Wisconsin Tax Appeals
Commission, Circuit Court, Court of Appeds, and Wis-
consin Supreme Court.

The Wisconsin Topical and Court Case Index is avail-
able by subscription for $18 per year, plus sales tax.
This includes a volume published in January and an ad-
dendum published in June. To order your copy,
complete the order blank on page 97 of this Bulletin.
The Index is aso on the department’s Internet web site
at www.dor.state.wi.us. Just click on “Publications.” <
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Tax Publications Available

Listed below are more than 65 publications that are
available, free of charge, from the Department of Reve-
nue. Copies are available at any department office, or by
mail, email, fax, or the Internet.

By Mail

Write to Wisconsin Department of Revenue, Forms Re-
guest Office, Mail Stop 1-151, PO Box 8951, Madison
WI 53708-8951; call (608) 266-1961; or fax arequest to
(608) 261-6913.

By E-Mail

Y ou may e-mail your request to forms@dor.state.wi.us.

Via Your Fax Machine

Use the department’s Fax-A-Form system by calling
(608) 261-6229 from a fax telephone and entering the
retrieval code “10” plus the publication number.

Viathe Internet

Access the department’'s Internet web site at
www.dor.statewi.us, and click on “Publications” and
then “Tax Publications.”

Note: The numbers of some publications are followed
by an asterisk. These are publications that are new or
have been revised since the last issue of the Wisconsin
Tax Bulletin. (Publication 119 was revised effective
12/01, but a date of 12/00 was erroneoudly printed on
the cover.)

| Income and Franchise Taxes

102* Wisconsin Tax Treatment of Tax-Option (S)
Corporations and Their Shareholders (12/01)

103* Reporting Capital Gains and Losses for Wisconsin
by Individuals, Estates, Trusts (11/01)

104 Wisconsin Taxation of Military Personnel (10/01)
106* Wisconsin Tax Information for Retirees (1/02)

109* Tax Information for Married Persons Filing
Separate Returns and Persons Divorced in 2001
(1v01)

112 Wisconsin Estimated Tax and Estimated
Surcharge for Individual, Estates, Trusts,
Corporations, Partnerships (1/99)

113

116

119*
120*

121*
122*

123
125*
126*

600
601

200

201*
202

203

205
206

207

210

211

212

213
214

Federal and Wisconsin Income Tax Reporting
Under the Marital Property Act (10/01)

Income Tax Payments Are Due Throughout the
Y ear (12/95)

Limited Liability Companies (LLCs) (12/00)

Net Operating Losses for Individuals, Estates,
and Trusts (11/01)

Reciprocity (12/01)

Tax Information for Part-Y ear Residents and
Nonresidents of Wisconsin for 2001 (11/01)

Business Tax Credits for 2001 (12/01)
Credit for Tax Paid to Another State (11/01)

How Y our Retirement Benefits Are Taxed
(11/02)

Wisconsin Taxation of Lottery Winnings (1/01)

Wisconsin Taxation of Pari-Mutuel Wager Win-
nings (1/01)

| Sales and Use Taxes

Electrica Contractors —How Do Wisconsin Sales
and Use Taxes Affect Y our Business? (3/98)

Wisconsin Sales and Use Tax Information (11/01)

Sales and Use Tax Information for Motor Vehicle
Sales, Leases, and Repairs (11/00)

Sales and Use Tax Information for Manufacturers
(7/00)

Use Tax Information for Individuals (8/01)

Sales Tax Exemption for Nonprofit Organizations
(6/00)

Sales and Use Tax Information for Contractors
(10/00)

Sales and Use Tax Treatment of Landscaping
(4/01)

Cemetery Monument Dealers — How Do Wiscon-
sin Sales and Use Taxes Affect Y ou? (6/00)

Businesses: Do Y ou Owe Use Tax on Imported
Goods? (8/01)

Travelers: Don’t Forget About Use Tax (8/01)
Businesses: Do Y ou Owe Use Tax? (8/01)
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216

217

219

220

221

222

223

224

225

226

227

229*

127*

128*

400*
403
410
503*
508

Filing Claims for Refund of Sales or Use Tax
(11/00)

Auctioneers —How Do Wisconsin Sales and Use
Taxes Affect Y our Operations? (1/00)

Hotels, Motds, and Other Lodging Providers —
How Do Wisconsin Sales and Use Taxes Affect
Y our Operations? (2/01)

Grocers— How Do Wisconsin Sales and Use
Taxes Affect Your Operations? (10/01)

Farm Suppliers and Farmers — How Do Wisconsin
Sales and Use Taxes Affect Salesto Farmers?

(4/97)

Motor Vehicle Fud Users: Do You Owe Use
Tax? (3/00)

Bakeries—How Do Wisconsin Sales and Use
Taxes Affect Your Business? (2/98)

Veterinarians — How Do Wisconsin Sales and Use
Taxes Affect Y our Business? (6/99)

Barber and Beauty Shops—How Do Wisconsin
Sales and Use Taxes Affect Y our Operations?
(4/01)

Golf Courses—How Do Wisconsin Sales and Use
Taxes Affect Y our Operations? (3/00)

E-file Sales Tax returns with S.I.P. (3/01)

Brackets for Collecting Wisconsin Sales or Use
Tax on Retail Sales (11/01)

| Other Taxesand Credits

Wisconsin Homestead Credit Situations and
Solutions (12/01)

Wisconsin Farmland Preservation Credit
Situations and Solutions (12/01)

Wisconsin's Recycling Surcharge (12/01)
Premier Resort Area Tax (2/98)

Local Exposition Taxes (5/01)

Wisconsin Farmland Preservation Credit (12/01)

Wisconsin Tax Requirements Relating to
Nonresident Entertainers (5/01)

W-166 Wisconsin Employer’s Withholding Tax

501
505

506

507

515

111

114
115

117
124

130*
140

401*
405*
500*

502
504

509

700

Guide (4/00)

| Auditsand Appeals

Field Audit of Wisconsin Tax Returns (9/99)

Taxpayers Appeal Rights of Office Audit
Adjustments (12/99)

Taxpayers Appeal Rights of Field Audit
Adjustments (9/99)

How to Appeal to the Tax Appeals Commission
(7/98)

Non-Statistical Sampling (1/01)

| Other Topics

How to Get a Private Letter Ruling From the
Wisconsin Department of Revenue (2/01)

Y our Wisconsin Taxpayer Bill of Rights (10/01)

Handbook for Federal/State Electronic Filing
(10/01)

Guide to Wisconsin Information Returns (2/01)

Petition for Compromise of Ddinquent Taxes
(5/00)

Fax A Form (12/01)

A Tax Practitioner’s Guide to Electronic Filing
(6/00)

Extensions of Time to File (11/01)
Wisconsin Taxation of Native Americans (12/01)

Tax Guide for Wisconsin Political Organizations
and Candidates (11/01)

Directory of Wisconsin Tax Publications (3/01)

Directory for Wisconsin Department of Revenue
(2/00)

Filing Wage Statements and Information Returns
on Magnetic Media (2/01)

Speakers Bureau presenting . . . (6/00) <%«
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C)

Question and Answer

(Individual Income Tax)

May a deduction be claimed for contributions to an

Internal Revenue Code sec. 529 qualified state tui-
tion program established by a state other than Wiscon-
sin?

No. Section 71.05(6)(b)32, Wis. Stats. (1999-00),

provides a deduction of up to $3,000 for an amount
paid into a college savings account, as described in sec.
14.64, Wis. Stats. Section 14.64 provides for the Wis-
consin college savings account (known as EdVest).
Even though the EdVest program must meet the re-
guirements of sec. 529, IRC, it is the EdVest program
that is described in sec. 14.64. Thus only contributions
to the EdVest program qualify for the Wisconsin deduc-
tion. Contributions to other state-sponsored programs do
not qualify. (Note: The American Express Company
markets a Wisconsin EdVest program that is called “to-
morrow’s scholar.” This program is aso established
under sec. 14.64, and contributions to the program qual-
ify for the deduction.)

Under federal law, an individual may roll over

amounts from one sec. 529 account to another.
May a deduction be claimed when an amount is rolled
over from a sec. 529 account in another state to an Ed-
Vest account?

Yes. Assuming the beneficiary is the account
owner or his’/her dependent child, therollover isan

amount paid into the college savings account, and a de-
duction of up to $3,000 could be claimed.

Example: If $5,000 was rolled over from a New York
sec. 529 plan to an EdVest account, the individual could
claim a deduction of $3,000 in the year of the rollover.

(Homestead Credit)

What is the procedure for filing a homestead credit
clam when | have aready filed an income tax re-
turn?

If you have filed your Wisconsin income tax return
and now wish to file a homestead credit claim,
follow these four steps:

1. Write “Income Tax Return Separately Filed” at the
top of your homestead credit claim, Schedule H.

2. Attach a complete copy of your Wisconsin income
tax return (Form1, 1A, WI-Z, or INPR). This in-
cludes copies of wage statements and all Wisconsin
schedules. (Note: If you filed your Wisconsin in-
come tax return using TeleFile or NetFile, attach
copies of your Wisconsin TeleFile/NetFile work-
sheet and wage statements.)

3. Write “Duplicate’ at the top of the Form1, 1A,
WI-Z, or INPR copy.

4. If your Wisconsin return is a Form 1 or INPR, at-
tach a copy of your federal income tax return and
supporting schedules. <«

Manufacturing Penalty Revised

(Note: This article was prepared by the Manufacturing and Telco
Assessment Bureau of the department’s Sate and Local Finance
Division.)

The 2001-2003 Budget Bill, Wisconsin Act 16, revised
penalties assessed to owners of manufacturing property,
for failing to file self-reporting forms (M-Forms) under
sec. 70.995(12)(c), Wis. Stats., effective January 1,
2002. The minimum and maximum penalties have
changed, aong with the time increments. The statutes

now provide that “...the taxpayer shall pay to the de-
partment of revenue a penalty of $25 if the formis filed
1 to 10 days late; $50 or 0.05% of the previous year's
assessment, whichever is greater, but not more than
$250, if the formis filed 11 to 30 days late; and $100 or
0.1% of the previous year's assessment, whichever is
greater, but not more than $750, if the form is filed more
than 30 days late” As in the past, pendties are due
30 days after they are assessed and are delinquent if not
paid on or beforethat date. <«
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Waste Treatment Property Tax
Exemption Revised

(Note: This article was prepared by the Manufacturing and Telco
Assessment Bureau of the department’s Sate and Local Finance
Division.)

The 2001-2003 Budget Bill, Wisconsin Act 16, revised
the exemption approval process of industrial waste
treatment property under sec. 70.11(21), Wis. Stats,,
effective January 1, 2002. A waste treatment facility is
property (land, land improvements, building, machin-
ery) used for the treatment of industrial waste or air
contaminants as defined in secs. 281.01(5) and
285.01(1), Wis. Stats.

The forma Department of Revenue approval process
and the Form PA-008, “Application for Exemption of

Waste Treatment Facility,” have been eiminated for
non-utility waste treatment property.

A company classified and assessed as a “ manufacturer”
by the Department of Revenue under sec. 70.995, Wis.
Stats., will report waste treatment property on the manu-
facturing self-reporting forms. Waste treatment personal
property costs must be reported on the M-P Wisconsin
Manufacturing Personal Property Return, Schedule Y-P
line 23. Real estate costs related to waste treatment must
be reported on the M-R Wisconsin Manufacturing Real
Estate Return, ScheduleY-R, Part1 line6 and on
Schedule R-6. Owners must retain a listing of assets
classified as exempt waste treatment on these forms, at
their place of business, for inspection by the Department
of Revenue. <

Historical Society Curator Imprisoned

David Wooley, 53, a former curator at the Wisconsin
State Historical Society Museum, was sentenced in No-
vember 2001, to 15 years in prison for stealing more
than $100,000 worth of the museum'’s Indian artifacts,
and for failure to file Wisconsin income tax returns for
three years. Dane County Circuit Judge Moria Krueger
al so sentenced Wooley to 30 years of probation.

Wooley had earlier pled guilty to 14 counts of felony
theft and three counts of failing to file state income tax
returns. Another 21 counts of theft were dismissed as
part of a plea agreement but were considered for sen-
tencing. As part of his probation, Wooley was banned
from working as a museum curator, entering any Wis-
consin Historical Society building, or buying, selling, or
collecting any Indian artifacts. He could have been sen-
tenced to up to 100 years in prison.

Also in November 2001, H. Jeannine Selvaag, 69, was
sentenced to seven years probation after she was con-
victed of taking nearly $45,000 from the South Central
Federation of Labor and of failing to file a Wisconsin
income tax return. Selvaag, who was the union organi-
zation's bookkeeper for about 30 years, pled no contest
to theft by bailee and failure to file a 1999 Wisconsin
income tax return.

Dane County Circuit Judge David Flanagan also ordered
Selvaag to serve 60 days in jail, although that time was
expected to be spent outside the jail on electronic

monitoring, in accordance with a plea agreement. She
was also ordered to make full restitution.

Michael A. McElwrath, 31, of Oak Creek, was found
guilty in November 2001, on one count of theft by
bailee and one count of state income tax evasion. Dane
County Circuit Judge Angela B. Bartell pronounced
McElwrath guilty after he pled no contest to each felony
count. He also admitted to committing five additional
counts of forgery that were dismissed as part of a plea
agreement.

The Digtrict Attorney stated that McElwrath filed a 2000
Wisconsin income tax return on which he failed to re-
port embezzlement income of over $54,000. The case
was prosecuted by the Dane County District Attorney’s
Office following an investigation by the Department of
Revenue's Fraud unit.

In addition to any criminal penalties that were to be im-
posed, Wisconsin law provides for substantia civil
penalties on the civil tax liability. Assessment and col-
lection of the tax, penalty, and interest due follows the
conviction for criminal tax violations.

Gary R. Piehl, 47, Milwaukee, pled guilty in November
2001, in Milwaukee County Circuit Court, to felony
charges of posing as a Wisconsin Department of Reve-
nue agent and for identity theft. The charges, initiated
following a joint investigation by the Department of
Revenue and the U. S. Postal Inspection Service, in-
volved a scheme to get information about recently



22 Wisconsin Tax Bulletin 128 — January 2002

deceased people to falsely obtain credit cards. Piehl
could be sentenced to up to 15 yearsin prison.

According to the crimina complaint, Piehl searched
obituary notices to identify deceased persons and their
respective funeral homes. He then tricked the funeral
homes into providing the telephone number of the sur-
viving spouse. Piehl then contacted the spouse and
claimed he was an agent with the Wisconsin Department
of Revenue and was checking to see if the spouses had
filed a fina tax return. He tried to get the surviving
spouse to divulge the decedent’s socia security number,
date of birth, etc. On other occasions, Piehl called a sur-
viving spouse and posed as a funeral home employee or
tombstone maker 1ooking for the same information.

Piehl aso sifted through discarded mail at a rooming
house, and on one occasion he obtained the identity of a
person, which he used to acquire a credit card. Using
this card, he made 25 cash withdrawals totaling nearly
$5,000 between November 1999 and January 2000.

Piehl was first suspected of posing as a Department of
Revenue agent in 1996, when he used newspapers and
targeted persons who had recently received job promo-
tions. He then allegedly called these persons and told
them the Department of Revenue was processing their
income tax returns and needed their social security
number to complete the processing. In a 1997 plea bar-
gain, Piehl pled guilty to two misdemeanor counts of
financia transaction crimes for obtaining credit cards
using the identities of other persons.

In December 2001, Barry D. Jolin, 48, Minocqua, owner
of Jolin’s Marine Center, Inc. in Boulder Junction, made

an initial appearance in Vilas County Circuit Court, be-
fore Judge James Mohr. He appeared to answer a
complaint alleging six felony counts of theft of saes
taxes and twelve misdemeanor counts of failing to file
withholding tax returns and remit withholding taxes
collected.

According to the complaint, Jolin intentionally failed to
pay sales taxes collected from customers for the months
of May and June of 1998, June, August, and December
of 1999, and June of 2001. The amounts collected but
not remitted totaled over $175,000. The misdemeanor
charges further alege that Jolin willfully failed to file
reports and make payroll tax deposits of $12,088 with-
held from his employees during 12 reporting periods
from February through July of 2000.

The complaint states that a special agent of the Depart-
ment of Revenue examined corporate records that
showed that Jolin paid other creditors, including him-
self, in preference to paying the sales and withholding
taxes to the state. Sales tax returns signed by Jolin were
filed for all the periods in question. They were filed ei-
ther without payment or with not sufficient funds
(“NSF") checks. The withholding tax returns were not
filed but the amount withheld from employees was es-
tablished from payroll records of Jolin’s Marine Center.

Information in the complaint indicates that Jolin paid all
amounts due when he became aware of a pending com-
plaint in early 2001. Then, in July 2001, Jolin sent an
NSF check for $40,999 supposedly in payment for June
sales taxes collected. That amount was unpaid on the
date the complaint was filed, November 14, 2001.

If convicted on al counts, Jolin faces atotal of 79 years
in prison and $150,000 in fines. <&
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Summarized below are recent significant Wisconsin Tax
Appeals Commission (WTAC) and Wisconsin Court
decisions. The last paragraph of each decision indicates
whether the case has been appeal ed to a higher Court.

The following decisions are included:

Individual Income Taxes
Alimony
Jeanie Lassand David J. Lass, Sr.......cccceceeeiiceeeeeeciiee s 23

Appeals - failure to prosecute
Appeals - frivolous
Gary and Joan PanSier .........ccoeeieieneie s 24

Appeals - failure to state a claim
Appeals - frivolous
JOSEPN D. MEYET ...t 24

Appeals - jurisdiction
Jerome RECAY ........coeieieieiiieeie e s 25

Appeals - premature
Appeals - failure to state a claim
Appeals - frivolous
Protective order - interrogatories
Protective order - department assertions
(T TN S 1170 ] S 25

Assessments - correctness
Appeals - frivolous
JONN GUESCR.....oueiieicc s 27

Hearing notice - failure to appear
Appeals - primarily for delay

Thomas J. and Christine ShewCzyK .........ccccoeverireierennne 27
Retirement funds exempt

John Q. and Ruth R. Kamps.........ccccecevenieieeeeieesiese e 27
Retirement funds exempt

William K. and Virginia K. Thomas..........ccccceoeveieivrennnne 28

Corporation Franchise and Income Taxes

Delinquent interest on underpayment interest
General Casualty Company of Wisconsin ad Regent
INSUranCe COMPANY........eeeeereerreesreesseesseeneeaeeeeesseesseensenns 29

Sales and Use Taxes
Amusement devices - leased or used by vendor?
Amusement DEVICES, INC......cocvevererereieeeseeieseeseeseeseeees 29

Appeals - jurisdiction
Ronald J. Hergert, d/b/a Aero Expo Corporate Services..30

Report on Litigation

INDIVIDUAL INCOME TAXES

- Alimony. Jeanie Lass and David J. Lass, .
X vs. Wsconsin Department of Revenue
(Wisconsin Tax Appeas Commission, September 12,
2001). The issue in this case is whether payments made
by DavidJ. Lass, Sr. to Jeanie Lass were alimony or
separate maintenance under Internal Revenue Code sec-
tion 71 and, therefore, taxable to Ms. Lass and
deductible by Mr. Lass.

The taxpayers were divorced from each other in January
1989. One provision in the Judgment of Divorce was
that, along with regular maintenance payments, “addi-
tional maintenance” in the form of a monthly wage
assignment was imposed on Mr. Lass for continued
health insurance coverage of Ms. Lass.

A December 1992 “Stipulated Addition to Amended
Post Judgment Orders’ continued Mr. Lass obligation
to pay for Ms. Lass' hedlth insurance coverage. The ob-
ligation was again restated in a May 1993 “Findings of
Fact and Order.” A July 1994 “Stipulation and Order”
directed Mr. Lass counsel to establish a new trust fund
for Ms. Lass medical insurance and expenses. The
funds in the trust fund were applied to pay her medical
insurance and expenses.

In March 2000, the department issued an assessment to
each taxpayer for tax years 1995 through 1998. Each
taxpayer filed atimely petition for redetermination, both
of which the department denied. Both taxpayers then
filed timely petitions for review with the Commission.

The Commission concluded that the payments made by
David J. Lass, Sr. to Jeanie Lass were aimony or sepa-
rate maintenance under Interna Revenue Code section
71 and, therefore, taxable to Ms. Lass and deductible by
Mr. Lass. The department’s denial of Ms. Lass petition
for redetermination was affirmed, and the denial of Mr.
Lass petition for redtermination was reversed.

Neither the department nor either taxpayer has appealed
this decision.

CAUTION: Thisis asmall claims decision of the Wis-
consin Tax Appeals Commission and may not be used as
a precedent. The decision is provided for informational
purposesonly. <&
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- Appeals - failure to prosecute; Appeals -
- r .

- frivolous. Gary and Joan Pansier vs.
Wisconsin Department of Revenue (Wisconsin Tax Ap-
peals Commission, August 20, 2001). The issues in this
case are whether the taxpayers petition for review
should be dismissed on the basis that they failed to
prosecute their appeal, and whether the taxpayers have
offered only groundless and frivolous arguments to dis-
prove the department’s assessment, thereby subjecting
them to an  additional  assessment  under
sec. 73.01(4)(am), Wis. Stats.

In November 1999, the department issued an estimated
assessment to the taxpayers for tax years 1995 through
1998, based on their failure to file Wisconsin income tax
returns for those years. The taxpayers former represen-
tative filed a document, which the department deemed a
petition for redetermination. The department denied the
petition for redetermination, and the taxpayers filed a
timely petition for review with the Commission.

The taxpayers sent two sworn affidavits to the depart-
ment’s chief counsel, “which deny the existence of” the
department. The taxpayers then sent a letter to the chief
counsel, in which, among other things, they declared the
tax warrants against their property void, declared the
department nonexistent, asserted that the assessment
against them was void, and stated that the department
was “acting as [their] aien enemy.”

The Commission scheduled a telephone conference and
informed the representative to provide his telephone

number, which he did not do. The representative did
participate in the telephone conference and indicated the
taxpayers would file a motion for summary judgment.
The Commission ordered the taxpayers to file the origi-
nal and three copies of the motion for summary
judgment, brief, and supporting papers by a specific
date. The taxpayers did not comply with this order.

The Commission later notified the parties of another
telephone conference, but the taxpayers could not be
reached by telephone to participate. During the tele-
phone conference, the department stated that it planned
to file a dispositive motion. The department then filed a
motion to dismiss the taxpayers' petition for review for
their failure to prosecute their appeal.

The Commission concluded that taxpayers failed to
prosecute the appea they filed with the Commission.
They merely responded with a series of statements that
did not address the assessment. The Commission
granted the department’s motion and dismissed the peti-
tion for review.

The Commission further concluded that the taxpayers
arguments in the matter are frivolous and groundless,
and the Commission thus assessed an additional $500,
pursuant to sec. 73.01(4)(am), Wis. Stats.

The taxpayers have not appealed thisdecision. <&

- Appeals - failure to state a claim;
- Appeals - frivolous. Joseph D. Meyer vs.
Wisconsin Department of Revenue (Wisconsin Tax Ap-
peals Commission, September 13, 2001). The issues in
this case are whether the taxpayer’s petition for review
should be dismissed on the basis that it fails to state a
claim upon which relief can be granted, and whether the
taxpayer’s documents contain only frivolous and irrele-
vant arguments to disprove the department’s assessment,
thereby subjecting him to an additional assessment un-
der sec. 73.01(4)(am), Wis. Stats.

In January 2000, the taxpayer filed an incorrect and in-
complete 1999 Wisconsin income tax return, with zeroes
written on each line until the line titled “Wisconsin in-
come tax withheld,” on which “$7,911.30" was written.
That amount was also entered on the refund line. No
Form W-2 was attached to the tax return, but a 1999
Form W-2 was issued to the taxpayer, reflecting wages

of $122,557.04 and Wisconsin income tax withheld of
$7,911.30.

In March 2000, the department issued an assessment to
the taxpayer, regarding his 1999 income tax return. The
taxpayer wrote a letter objecting to the assessment,
which the department deemed a petition for redetermi-
nation. On May 15, 2000, the department denied the
petition for redetermination. It was personally served on
the taxpayer on July 7, 2000. The taxpayer wrote a letter
to the Commission on July 12, 2000, which requested it
to “review my 1999 WI Tax return and subsequent De-
partment of Revenue (DOR) redetermination . . . .” The
$25 filing fee required under sec. 73.01(5)(a), Wis.
Sats., for an appeal to the Commission was not in-
cluded.

On October 5, 2000, the taxpayer filed with the Com-
mission a letter, with exhibits, appealing the
department’s denia of his petition for redetermination.
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No filing fee was included. The Commission requested
the $25 filing fee, and it was received on October 20,
2000.

The 60-day period from the July 7, 2000, date of the
taxpayer’s receipt of the department’s denial of the peti-
tion for redetermination, within which he was required
to file an appeal to the Commission, expired on Septem-
ber 5, 2000.

The department filed with the Commission a motion to
dismiss for untimely filing, or aternatively to dismiss
for the failure of the taxpayer to state a claim upon
which relief can be granted. The department further
moved for the imposition of an additional assessment
against the taxpayer under sec. 73.01(4)(am), Wis. Stats.
The taxpayer aso filed a motion for summary judgment
under sec. 802.08, Wis. Stats.

The Commission concluded that there is no genuine is-
sue as to any materia fact in the petition for review, and
that it does not state a claim upon which relief can be
granted. It granted the department’s alternative motion
and dismissed the petition for review.

The Commission further denied the taxpayer’s motion
for summary judgment and concluded that the tax-
payer’s documents contained only frivolous, irrelevant,
and useless ramblings about the department’s authority
and the Wisconsin income tax statutes. The Commission
assessed the taxpayer an additional $500, pursuant to
sec 73.01(4)(am), Wis. Stats.

Thetaxpayer has not appealed thisdecision. <&

= Appeals - jurisdiction. Jerome Redcay vs.
- Wisconsin  Department of Revenue and
Wisconsin Tax Appeals Commission (Circuit Court for
Wood County, June 21, 2001). Thisis an action for judi-
cia review of a Wisconsin Tax Appeas Commission
decision dated April 3, 2001. See Wisconsin Tax Bulletin
127 (October 2001), page 20, for a summary of the
Commission’s decision.

The taxpayer filed a petition for rehearing with the
Commission, and the Commission denied the petition on
April 30, 2001. The taxpayer then filed a petition for
judicial review with the Circuit Court but did not serve a
copy of it upon the department by persona delivery or
certified mail, as required under sec. 227.53(1)(c), Wis.

Stats. The department has filed with the Circuit Court a
motion to dismiss, for lack of persona and subject mat-
ter jurisdiction, since the taxpayer failed to comply with
Statute.

The Circuit Court concluded that since strict compliance
with sec. 227.53(1)(c), Wis. Stats,, is required and the
taxpayer failed to comply with the statute, the Circuit
Court lacks both subject matter jurisdiction to hear the
case, and personal jurisdiction over the department. The
Circuit Court therefore dismissed the action for judicia
review.

The taxpayer has not appealed this decison. <

= Appeals - premature; Appeals - failure to

state a claim; Appeals - frivolous;
Protective order - interrogatories; Protective
order - department assertions. Gary J. Smon vs.
Wisconsin Department of Revenue (Wisconsin Tax Ap-
peals Commission, October 17, 2001). The issuesin this
case are:

A. Whether the taxpayer’s petition for review regarding
a September 11, 2000, letter from the department
was premature.

B. Whether two other petitions for review should be
dismissed on the basis that they fail to state a claim
upon which relief can be granted.

C. Whether the taxpayer is entitled to an order pro-
tecting him from the department’s assertions that he
owes Wisconsin income tax.

D. Whether the department is entitled to a protective
order from the taxpayer’s interrogatories.

E. Whether the taxpayer’s documents contain only
groundless and frivolous arguments, thereby sub-
jecting him to an additiona assessment under
sec. 73.01(4)(am), Wis. Stats.

On September 11, 2000, a department auditor acknowl-
edged receipt of the taxpayer’s 1993 through 1996
Wisconsin income tax forms, which requested a refund
of al income taxes withheld for those years. The auditor
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stated that wages are taxable and requested the taxpayer
to file and sign income tax returns reporting all income
received. The auditor stated that if proper returns were
not filed the department would issue an assessment
based on an estimate of the taxpayer’s income for those
years.

The taxpayer appealed this letter to the Commission by
filing a petition for review. On appeal, the department
moved to dismiss the petition for review under
secs. 71.88 and 73.01(5)(a), Wis. Stats., on the basis that
it was filed prematurely.

In October 2000, the department issued an estimated
assessment to the taxpayer for tax years 1996 through
1999. In January 2001, the department issued an esti-
mated assessment to the taxpayer for tax years 1993
through 1995. In response to each assessment, the tax-
payer filed a petition for redetermination, which the
department denied. The taxpayer filed two petitions for
review with the Commission, one relating to each as-
sessment.

For tax years 1993 to 1995, the taxpayer reported in-
come of $120, $76, and $24, respectively. He reported
no income on his 1996 to 1999 forms. Wage statements
attached to the forms reflected wages of approximately
$35,000 to $44,000 each year. Each form requested a
refund of all Wisconsin taxes withheld for that year,
ranging from $2,250 to $2,850. The department moved
to dismiss both petitions for review under
sec. 802.06(2)(a)6, Wis. Stats., on the basis that the tax-
payer has failed to state a claim on which relief can be
granted.

The taxpayer opposed the department’s motions and
moved for an order protecting him from the depart-
ment’s assertions that he owes Wisconsin income tax.

In May 2001, the department received a 5-page docu-
ment from the taxpayer, entitled “Interrogatories.” The
guestions had nothing to do with whether the taxpayer
filed complete and correct Wisconsin income tax re-
turns. Examples of the taxpayer's attempt to dicit
blatantly irrelevant information include requests for per-
sonal information about the department’s attorney
handling the case and each person who generated the
assessments, and the name of the person in charge of the
department’s computer system and how long the person

had held the position. The department moved for a pro-
tective order under sec. 804.01(3), Wis. Stats., on the
grounds that the interrogatory was an annoyance, irrele-
vant, and an undue burden and expense without any
material benefit to the taxpayer.

The Commission concluded as follows:

A. Thepetition for review relating to the September 11,
2000, letter is premature and is therefore dismissed.
The statutes require that before appealing to the
Commission, a person must contest an assessment
by filing a petition for redetermination with the de-
partment, which the department must deny in whole
or in part. There was no such petition or action by
the department.

B. The two petitions for review relating to the two as-
sessments covering the tax years 1993 through 1999
fail to state a claim upon which relief can be granted
and are therefore dismissed. Rather than filing cor-
rect and complete Wisconsin income tax returns, the
taxpayer responded to the department’s assessments
and its denial of his claims for refund with a series
of statements that do not address the department’s
actions.

C. The taxpayer's motion for an order protecting him
from the department’s assertions that he owes Wis-
consin income tax is denied.

D. The department’s motion for a protective order from
the taxpayer’s interrogatories is granted, and the de-
partment is not required to answer them. The
interrogatories constitute an annoyance and oppres-
sion, and they represent an undue burden and
expense to the department without any materia
benefit to the taxpayer.

E. The taxpayer is assessed an additional $500, pursu-
ant to sec. 73.01(4)(am), Wis. Stats. The taxpayer’s
documents contain only frivolous, irrelevant,
groundless, and useless ramblings about the depart-
ment’s authority and practice about the Wisconsin
income tax statutes.

The taxpayer has appealed this decision to the Circuit
Court. <
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= .. Assessments - correctness; Appeals -
- frivolous. John Gutsch vs. Wsconsin
Department of Revenue (Circuit Court for Dunn County,
September 6, 2001). Thisis areview of adecision of the
Wisconsin Tax Appeals Commission dated March 23,
2001. See Wisconsin Tax Bulletin 125 (July 2001),

page 13, for a summary of the Commission’s decision.

The Circuit Court reviewed the record and submissions
submitted by the taxpayer on appea. The Court found

the taxpayer’s arguments frivolous, just as the Commis-
sion did.

The Circuit Court concluded that the Commission was
correct in granting summary judgment in favor of the
department, and it therefore affirmed the Commission’s
decision.

The taxpayer has not appealed this decison. <

- Hearing notice - failure to appear,;
= Appeals - primarily for delay. Thomas J.
and Christine Shewczyk vs. Wisconsin Department of
Revenue (Wisconsn Tax Appeds Commission,
August 9, 2001). The issues in this case are whether the
taxpayers' failure to appear at trial bars them from ques-
tioning the assessment at issue, and whether the
taxpayers maintained this proceeding primarily for de-
lay, thus subjecting them to an additional assessment of
$1,000, pursuant to sec 73.01(4)(am), Wis. Stats.

In March 1998, the department issued an income tax
assessment to the taxpayers for the years 1993 through
1996. The taxpayers filed a petition for redetermination,
which the department granted in part and denied in part.
The taxpayers then filed a timely petition for review
with the Commission.

During each of the first four scheduling/status confer-
ences held in this matter, the taxpayers failed to provide
the department with substantiation of their position on
disputed items. The Commission then served a Sched-
uling Order Memorandum, which required the taxpayers
to serve on the department, within 24 days, a description
of each adjustment they were to raise at trial, copies of
al exhibits to be introduced at trial, and names and ad-

dresses of each witness they were to call at trial. The
taxpayers did not comply with the Scheduling Order
Memorandum.

After the deadline for the taxpayers to provide the in-
formation had passed, the department filed a Notice of
Motions and Motion to Dismiss and, in the alternative,
Motion in Limine. The taxpayers did not respond to the
motions. In response to the Commission’s inquiry
whether the taxpayers intended to go ahead with the
trial, neither the taxpayers nor their representative in-
formed the Commission of their intent. The trial was
held as scheduled, and the taxpayers and their represen-
tative failed to appear.

The Commission concluded that the taxpayers' failure to
appear at tria bars them from questioning the assess-
ment at issue. The Commission thus granted the
department’s motion and dismissed the petition for re-
view. In addition, since it appears that the taxpayers
maintained this proceeding primarily for delay, the as-
sessment is increased by $1,000, pursuant to
sec 73.01(4)(am), Wis. Stats.

The taxpayers have appealed this decision to the Circuit
Court. %

- Retirement funds exempt. John Q. and
- Ruth R. Kamps vs. Wisconsin Department of
Revenue (Wisconsin Tax Appeals Commission, Octo-
ber 31, 2001). The issue in this case is whether
Wisconsin Retirement System payments received by
Ruth R. Kamps are exempted from Wisconsin’s income

tax by sec. 71.05(1)(a), Wis. Stats.

Ruth R. Kamps (“the taxpayer”) taught in the Milwau-
kee public schools from 1957 to 1961. As aresult of this
employment, she was a member of the Milwaukee Pub-
lic School Teachers Annuity and Retirement Fund
(“MTRF") during these years.

In 1961, the taxpayer applied to withdraw her contribu-
tions from the MTRF. She agreed that withdrawal of her
payments “shall constitute a full and complete discharge
and release of al right, interest or claim on [her] part to
state deposit accumulations which accrued while a
member of said combined group.” The application was
approved and she was paid her full and complete refund,
leaving in her account no contributions from either her
or the state.

The taxpayer became a member of the State Teachers
Retirement system (“STRS”) in 1973. In 1996, she pur-
chased 2.5 years of her previously forfeited service. She
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retired in 1996, and these years of service were included
in the calculation of her retirement benefits paid by the
Wisconsin Retirement System (“WRS”).

On their 1996, 1997, and 1998 Wisconsin income tax
returns, the taxpayers reported the WRS retirement
payments of $7,832, $20,382, and $20,254, respectively.
In January 2000, the taxpayers filed amended returns for
1996, 1997, and 1998, seeking refunds based on their
assertion that the taxpayer’s WRS retirement payments
were not taxable by virtue of sec. 71.05(1)(a), Wis.
Stats.

In Wisconsin Tax Bulletins 76 (April 1992) and 98 (July
1996), the department advised the public that retirement
payments paid to a member of the STRS who withdrew
STRS deposits prior to 1964 and then received credit for
a portion of forfeited STRS service by virtue of
Sec. 42.245, Wis. Stats. (1965-66), were exempt from
taxation pursuant to sec. 71.05(1)(a), Wis. Stats. The
taxpayers learned of these Tax Bulletins and assumed
that the reasoning in the bulletins applied to them. They
relied on this reasoning in filing their January 2000
clamsfor refund. In Wisconsin Tax Bulletin 118 (January
2000), the department retracted the statements in Tax
Bulletins 76 and 98, effective with tax years beginning
after January 1, 2000.

In July 2000, the department denied the claims for re-
fund and the taxpayers filed timely petitions for

redetermination. The department denied the petitions for
redetermination, and the taxpayers filed timely petitions
for review with the Commission.

The Commission concluded that the Wisconsin
Retirement System payments received by RuthR.
Kamps are not exempted from Wisconsin's income tax
by sec. 71.05(1)(a), Wis. Stats. The Commission noted
that it had consistently held that sec. 71.05(1)(a) does
not exempt retirement benefits paid to annuitants who
were members of a qualifying pension fund but forfeited
their accumulations and later purchased forfeited years
of service.

The taxpayers argument that the department should be
precluded from denying their refunds under the doctrine
of equitable estoppel (reliance on Wisconsin Tax Bulle-
tins 76 and 98) also fails. Reliance on those bulletins
was not reasonable because the taxpayer was not a
member of the STRS, which was the fund discussed in
those bulletins.

The taxpayers have appealed this decision to the Circuit
Court.

CAUTION: Thisis asmall claims decision of the Wis-
consin Tax Appeals Commission and may not be used as
a precedent. The decision is provided for informational
purposesonly. <&

Retirement funds exempt. Wlliam K. and
Virginia K. Thomas vs. Wisconsin Department
of Revenue (Wisconsin Tax Appeas Commission,
August 9, 2001). The issue in this case is whether, after
William Thomas withdrew his employee contributions
from the Milwaukee Teachers Retirement Fund
(“MTRF") in 1965, there remained anything in his
MTRF account upon which his subsequent retirement
benefit was based, thus making those benefits exempt
from the Wisconsin income tax under sec. 71.05(1)(a),
Wis. Stats.

The taxpayers filed amended income tax returns claim-
ing refunds of Wisconsin income tax paid on retirement
annuity payments received by William Thomas in 1995
through 1998 from the Wisconsin Retirement System
(“WRS”). From 1955 to 1965, Mr. Thomas was a mem-
ber of the Milwaukee Teachers Retirement Fund
(“MTRF"). In October 1965, he withdrew his employee
contributions and forfeited all employer contributions.
He signed a waiver that released the MTRF from “all

right, interest or clam on [Mr. Thomas's] part to state
deposit accumulations which accrued while a member”
of the MTRF. Years later, prior to his retirement, he
bought back his withdrawn contributions for the years at
issue.

The department argued that even if the Commission as-
sumed that the facts aleged in the petition for review
are true, they do not constitute a valid reason to reverse
the department’s action on the taxpayer’s petition for
redetermination. The Commission construed this as a
motion to dismiss the petition for review for failure to
state aclaim on which relief can be granted.

The Commission concluded that the taxpayers have
failed to state a claim upon which relief can be granted.
The Commission therefore granted the department’s
motion and dismissed the petition for review.

The taxpayers have not appealed this decision. <
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CORPORATION FRANCHISE AND
INCOME TAXES

- Delinquent interest on underpayment
- interest. General Casualty Company of
Wisconsin ad Regent Insurance Company vs. WMsconsin
Department of Revenue (Circuit Court for Dane County,
September 4, 2001). Thisis ajudicia review of a deci-
sion of the Wisconsin Tax Appeals Commission dated
January 25, 2001. See Wisconsin Tax Bulletin 124 (April
2001), page 21, for a summary of the Commission’s de-
cison. The issue in this case is whether the 18%
delinquent interest provision of sec. 71.84(2)(a), Wis.
Stats., was properly applied under circumstances where
an audit retroactively creates an underpayment of esti-
mated tax.

In 1990, General Casudty and its subsidiary, Regent
Insurance, were acquired by Winterhur U.S. Holdings.
In 1997, Winterhur entered into a settlement agreement
with the Internal Revenue Service (“IRS”) with respect
to the amortizable life of intangible assets attributed to
each acquired company. The settlement agreement cre-
ated additional federal taxable income for the taxpayers,
thereby increasing their Wisconsin franchise tax liability
for the audit tax years 1990 through 1995 (“the audit
period”).

During the audit period, each taxpayer’s franchise tax
returns were prepared on a calendar-year basis. On the
due date (March 15 each year) for each year except
1993, the taxpayers had paid at least 90% of the esti-
mated taxes on each return as filed, pursuant to
sec. 71.29(10), Wis. Stats. After the returns for each
year were adjusted by the audits in 1997, the income on
each return was retroactively increased with the result

that the taxpayers had not paid at least 90% of the esti-
mated tax due. From that 1997 perspective, the
taxpayers had underpaid their estimated taxes for the
audit years, thereby not satisfying the reguirements of
sec. 71.29(10).

After the audit, the department issued an assessment to
each taxpayer. Each assessment was comprised of fran-
chise tax, normal 12% interest, additional estimated tax
payments for each quarter, 12% interest on the under-
payment of estimated taxes, and 18% delinquent interest
on the wunderpayment interest pursuant to
sec. 71.84(2)(a), Wis. Stats. It is the 18% delinquent in-
terest that both taxpayers challenge.

Both taxpayers filed timely petitions for redetermina-
tion, which the department denied. Both taxpayers filed
timely appeds with the Commission, and the Commis-
sion affirmed the department. The Commission held that
under sec. 71.84(2)(a), Wis. Stats., the department cor-
rectly imposed delinquent interest on the regular interest
assessed on the additional estimated taxes due in the
taxpayers assessments.

The Circuit Court concluded that the Commission mis-
applied the law and that the department’s imposition of
the delinquent interest penalty contradicts the Wisconsin
Supreme Court’s decision in Wrigley v. DOR, 176 Wis.
2d 795 (1993), which controls the resolution in this
matter. The Circuit Court set aside the Commission’s
decision and order and remanded the matter for further
proceedings consistent with this opinion.

The department has appeaed this decision to the Court
of Appedls. <&

SALES AND USE TAXES

B Amusement devices - leased or used by
= vendor? Amusement Devices, Inc. vs.
Wisconsin Department of Revenue (Court of Appeals,
District 1V, November 1, 2001). On September 14, 2000,
the Circuit Court for Dane County affirmed the Wiscon-
sin Tax Appeas Commission decision dated
December 15, 1999. See Wisconsin Tax Bulletin 123
(January 2001), page 24 and Wisconsin Tax Bulletin 119
(April 2000), page 18, for summaries of the Circuit
Court and Commission decisions. The issuesin this case
are

A. Whether the taxpayer’'s purchases of amusement
devices were subject to the Wisconsin sales or use
tax.

B. Whether the department properly imposed the neg-
ligence penaty for the taxpayer’s filing of an
incorrect return due to neglect.

The taxpayer paid sales tax on the mgjority of amuse-
ment devices and their related parts and accessories
purchased from Wisconsin vendors, but did not pay
sales or use tax on those purchased from out-of-state
vendors. Although the taxpayer gave exemption certifi-
cates claiming resale to suppliers when it purchased
items it intended to resell, it did not use exemption cer-
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tificates claiming resale when purchasing the amuse-
ment devices from the out-of -state vendors.

The taxpayer placed the coin-operated amusement de-
vices in business establishments such as hotels, motels,
taverns, bowling alleys, restaurants, convenience stores,
and schools. The devices provide amusement to the es-
tablishments’ patrons, and the patrons are considered the
taxpayer’s customers.

The Circuit Court affirmed the Commission’s decision
that the taxpayer’s purchases of the amusement devices
were taxable because they were used or consumed in the
taxpayer’s business of furnishing and selling amusement
services. The Circuit Court also affirmed the Commis-
sion’s decision that the department properly imposed the
negligence penalty because the taxpayer “knew or
should have known that sales or use taxes were payable
on all disputed purchases...”

The Court of Appeals concluded that the Commission’s
interpretation of the meaning of “sale’ is a reasonable
one, and the amusement devices were not sold to the
taxpayer’s device-playing customers. It cannot reasona-
bly be said that the taxpayer “transferred” any property
interest to the persons who used its machines. During

use of the machines by those persons, the taxpayer re-
tained al of its rights to possession and enjoyment of
the machines. When a person placed coins in the ma-
chine, a “sale” of the machine did not occur The term
“enjoyment” in the statute does not mean the pleasure
that the person obtained from using the machine, but
rather the more traditional legal meaning of “enjoy” —
“to occupy or have the benefit of (property).” Black's
Law Dictionary 550 (7th ed. 1999) (emphasis added).
The taxpayer retained the economic benefit of the prop-
erty as a revenue source at all times. Giving due weight
to the Commission’s interpretations, and finding that the
taxpayer has not offered a more reasonable interpreta
tion, the Court of Appeals affirmed the Circuit Court’'s
decision that the taxpayer’'s purchases of amusement
devices used by its customers are subject to Wisconsin
use tax.

The Court of Appeals also agreed that the Commission’s
conclusion that the taxpayer should have known the use
tax was due when it paid tax on similar purchases within
Wisconsin is a reasonable one, and the negligence pen-
alty was properly assessed.

The taxpayer has not appeadled this decison. <

- Appeals - jurisdiction. Ronald J. Hergert,
- d/b/a Aero Expo Corporate Services vs.
Wsconsin Department of Revenue (Circuit Court for
Dane County, July 11, 2001). Thisisajudicia review of
a Wisconsin Tax Appeals Commission decision dated
January 8, 2001. See Wisconsin Tax Bulletin 124 (April
2001), page 25, for a summary of the Commission’s de-
cison. The issue in this case is whether the Circuit
Court has subject matter jurisdiction over the case.

The Commission held that the taxpayer’s contracts with
renters were subject to the sdes tax under
sec. 77.52(2)(a)1., Wis. Stats., because the taxpayer fur-
nished accommodations to the public and made lodging
available to transients. The taxpayer filed a petition for
review with the Circuit Court and a copy with the de-
partment on February 7, 2001. However, the petition
filed with the Clerk of Court was not accompanied by

the required filing fee, which was received by the Clerk
of Court on February 9, 2001, two days after the 30-day
deadline for filing the petition. The department argues
that since the petition was not filed within the required
30 days, the Circuit Court lacks subject matter jurisdic-
tion and must dismiss the petition for review.

The Circuit Court concluded that it did not have subject
meatter jurisdiction over this case, because strict compli-
ance with the 30-day requirement is essential to confer
subject matter jurisdiction upon the Circuit Court, and
the Clerk of Court did not abuse her discretion in failing
to file stamp the petition without the required fee. The
Circuit Court granted the Department’s motion to dis-
miss the petition for review.

The taxpayer has not appealed this decison. <
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“ Tax Releases’ are designed to provide answers to the
specific tax questions covered, based on the facts indi-
cated. In situations where the facts vary from those given
herein, the answers may not apply. Unless otherwise indi-
cated, tax releases apply for all periods open to
adjustment. All references to section numbers areto the
Wisconsin Statutes unless otherwise noted.

The following tax releases are included:

Individual Income Taxes

1. Claim for Refund Filed for the Same Issues After
Appeal Period EXPIresS.........ccveeiiiiiiiiiieeieeeiaiiiiieenn. 31

2. Claim for Refund of a Paid Assessment................... 32

INDIVIDUAL INCOME TAXES

Claim for Refund Filed for the Same Issues
After Appeal Period Expires

Satutes: Section 71.88 (1)(a), Wis. Stats. (1999-00)

Wis. Adm. Code: Section Tax 2.12(4)(b)2 (May 1996
Register)

Background: Section 71.88(1)(a) Wis. Stats. (1999-00),
readsin part “. . . any person feeling aggrieved by a no-
tice of additiona assessment, refund, or notice of denial
of refund may, within 60 days after receipt of the notice,
petition the department of revenue for redetermina-
tion...”. If the taxpayer does not file a petition for
redetermination to a notice of refund, the adjustments
made in the notice are final and conclusive. The tax-
payer is not entitled to arefund on any subsequent claim
for refund based on the same adjustments as those in the
notice of refund.

Facts and Question 1. Taxpayer files a timely 2000
Wisconsin individual income tax return. The department
completes an office audit of this return by issuing a no-
tice of refund dated March 30, 2005. The notice of
refund alows an additional itemized deduction credit
and disallows a portion of the claimed business ex-
penses. The taxpayer does not file a timely petition for
redetermination. Is the taxpayer entitled to a refund on

Tax Releases

any subsequent claim for refund for the disalowed
business expenses?

Answer 1. No. The notice of refund is find; the tax-
payer is not entitled to arefund on any subsequent claim
for refund for the disallowed business expenses.

Facts and Question 2: Taxpayer files timely 1999 and
2000 Wisconsin individual income tax returns. The de-
partment completes an audit of the returns and issues a
notice of refund dated March 30, 2004. The notice of
refund alows an additional itemized deduction credit for
each year but also disallows a portion of the claimed
business expenses for each year, with the net result be-
ing a refund for each year. The taxpayer does not file a
timely petition for redetermination. Can the taxpayer file
aclaim for refund for the disallowed business expenses?

Answer 2: No. The notice of refund is final; the tax-
payer is not entitled to arefund on any subsequent claim
for refund for the disallowed business expenses.

Facts and Question 3: Taxpayer files a timely 2000
Wisconsin individual income tax return. In December
2002, the taxpayer files an amended 2000 Wisconsin
individual income tax return, Form 1X, to clam a re-
fund as a result of claiming additiona business
expenses. The amended and original returns are office
audited, and the department disalows a portion of the
claimed additional expenses, based on a difference in
interpretation of the law. A notice of reduced refund is
issued March1, 2003. The taxpayer does not file a
timely petition for redetermination. In December 2003,
the taxpayer files another amended return, claiming the
same additional business deductions as those disallowed
in the prior notice of reduced refund. Is the taxpayer
entitled to a refund on any subsequent claim for refund
for the disallowed business expenses?

Answer 3: No. The notice of reduced refund isfinal, the
taxpayer is not entitled to a refund on any subsequent
clam for refund for the disallowed business expenses.

Facts and Question 4: Taxpayer files an amended 2000
Wisconsin individual income tax return to claim addi-
tional business expenses. The department disallows a
portion of the claimed additional expenses, due to lack
of substantiation of the expenses as requested in a letter
to the taxpayer. A notice of reduced refund is issued
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March 1, 2003. The taxpayer does not file atimely peti-
tion for redetermination. In December 2003, the
taxpayer submits adequate substantiation to support the
full deduction. Isthe taxpayer entitled to the refund once
the substantiation is submitted?

Answer 4: No. The deduction is not allowed and no
additional refund will be issued. Since no timely petition
for redetermination was filed for the notice of reduced
refund, the notice of reduced refund is final and conclu-
sive.

Facts and Question 5: Taxpayer files a timely 1998
Wisconsin individual income tax return claiming a re-
fund of earned income credit and excess income tax
withheld. During the processing of the return, the tax-
payer is sent aletter requesting additional information to
substantiate the earned income credit. The taxpayer does
not respond to the request for additional information. A
notice of reduced refund is issued in July 1999, which
allows the refund of the excess income tax withheld
only. The taxpayer does not file a timely petition for
redetermination. The taxpayer files a timely 1999 in-
come tax return claiming a refund of earned income
credit and excess income tax withheld. During the proc-
essing of this return, the taxpayer is sent a letter
requesting additional information to substantiate the
earned income credit. This letter requests the same in-
formation that was requested for the processing of the
1998 return. The taxpayer submits the additional infor-
mation that was needed for both the 1998 and the 1999
returns. Is the taxpayer entitled to the additional earned
income credit for 19987

Answer 5. No. Since the taxpayer did not submit a
timely petition for redetermination for the 1998 notice
of reduced refund, that notice of reduced refund is final
and conclusive. A notice of refund for the earned in-
come credit isissued for 1999 only. <

2 Claim for Refund of a Paid Assessment
Satutes: Section 71.75(5), Wis. Stats. (1999-00)

Note: The provisions in this tax release apply for indi-
vidual income tax, corporation franchise or income tax,
recycling surcharge, and homestead and farmland pres-
ervation credit purposes. The provisions do not apply for
sales and use tax purposes.

Background: A claim for refund may be made after an
assessment is issued by office audit or field audit, if the
assessment is paid and it was not the subject of an ap-
peal.

For tax years beginning on or after January 1, 2000, the
claim for refund must be made within four years of the
notice date of the assessment. No refund claim may be
filed under this provision for any year that resulted in a
refund or no change in the amount owed. However, if
the net result of a multiple year office audit or field audit
is arefund, arefund claim may be filed for any year in-
cluded in the refund notice that resulted in an
assessment.

For tax years beginning before January 1, 2000, a claim
for refund must be made within two years of the notice
date of the assessment. A claim for refund may only be
made for an office audit or field audit that resulted in an
assessment.

Facts and Question 1: The taxpayer files timely 1999
and 2000 Wisconsin individual income tax returns. The
returns are subject to an office audit in January 2002.
The office audit disallows a portion of the itemized de-
duction credit claimed on each return. The Notice of
Additional Tax Due is dated February 4, 2002. The tax-
payer does not file an appeal for this notice but pays the
tax due. What is the latest date a claim for refund of the
additional tax paid is allowed?

Answer 1. Section 71.75(5), Wis. Stats., provides for a
four-year period to file a claim for a refund of a paid
assessment due to an office audit for tax years beginning
on or after January 1, 2000. The portion of the Notice of
Amount Due that applies to tax year 2000 may be the
subject of aclaim for refund if filed on or before Febru-
ary 4, 2006.

Section 71.75(5), Wis. Stats., provides for a two-year
period to file a claim for a refund of a paid assessment
due to an office audit for tax years beginning before
January 1, 2000. The portion of the Notice of Amount
Due that applies to tax year 1999 may be the subject of a
clamfor refund if filed on or before February 4, 2004.

Facts and Question 2: The taxpayer files timely 2000
and 2001 Wisconsin individual income tax returns. The
returns are subject to an office audit in January 2003.
The office audit allows an additional itemized deduction
credit for 2000 and disalows a dependent credit for
2001. The taxpayer receives a Notice of Refund dated
February 7, 2003, explaining the refund for 2000 and the
additional tax due for 2001. The taxpayer does not file
an appeal for this notice. Does the taxpayer have any
recourse to file a claim for refund for the dependent
credit issue?
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Answer 2: Yes. Section 71.75(5), Wis. Stats., provides
for afour-year claim for refund of a paid assessment for
tax years beginning on or after January 1, 2000, whether
or not thereis a net assessment or a net refund as aresult
of an audit for two or more tax years on the same notice.
The taxpayer has until February 7, 2007, to file a clam
for refund for the dependent credit issue in tax year
2001.

Facts and Question 3: The taxpayer files atimely 2000
Wisconsin individua income tax return. An adjustment
is made to that return to correct a mathematical error
when the return is processed by the department. The
correction of the mathematical error results in reducing
the refund the taxpayer claimed on the return. The tax-
payer is issued a Notice of Refund explaining the
correction and the amount of refund due, on May 1,
2001. The taxpayer does not file an appedl. Is the tax-
payer allowed to file a claim for refund upon his
discovery of alarger amount of a deduction claimed on
the original return?

Answer 3: Yes. The deduction was not the issue in the
prior adjustment. The taxpayer is permitted to file an
amended return per sec. Tax 2.12, Wis. Adm. Code, to
claim alarger amount of deduction on the original return
and claim the additional refund that is properly due. The
deadline for filing a claim for refund is the usua four-
year period from the due date of the return, April 15,
2005.

Section 71.75(5), Wis. Stats., does not apply to the sub-
sequent claim for refund in this example, since the claim
for refund on a larger amount of deduction was not the
issue in the prior adjustment. The issue in the prior ad-
justment was the mathematical error.

Facts and Question 4: The taxpayer files atimely 2000
Wisconsin individual income tax return. In December
2002, the taxpayer files an amended 2000 Wisconsin
individual income tax return, Form 1X, to clam a re-
fund as a result of claiming a deduction that was not
reported on the original return. The originad and
amended returns are office audited, and the taxpayer is
requested to submit documentation to substantiate the
deduction. The taxpayer fails to submit the documenta-
tion. A notice of refund denia is issued on March 4,
2003. The taxpayer does not file an appeal within
60 days of the refund denial. Does the taxpayer have any
recourse to present documentation for the issue and have
the claim for refund reconsidered?

Answer 4: No. Section 71.75(5), Wis. Stats., provides
for afour-year claim for refund of a paid assessment. In
this instance there was no additiona tax paid; the claim
for refund was merely denied, and only one tax year was
included in the notice of refund denia. Since the tax-
payer did not file an appeal, the matter is closed. <
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“Private letter rulings’ are written statements issued to
a taxpayer by the department, that interpret Wisconsin
tax laws based on the taxpayer’s specific set of facts.
Any taxpayer may rely upon the ruling to the extent the
facts are the same asthose in the ruling.

The ruling number isinterpreted as follows: The* W' is
for “Wsconsin”; the first four digits are the year and
week the ruling becomes available for publication (80
days after it is issued to the taxpayer); the last three
digits are the number in the series of rulings issued that
year. The date isthe date the ruling was i ssued.

Certain information that could identify the taxpayer has
been deleted. Additional information is available in
W sconsin Publication 111, “ How to Get a Private Let-
ter Ruling From the Wisconsin Department of Revenue.”

The following private letter rulings are included:

Sales and Use Taxes

Admissions - recreational facility
W 0147008 (p. 34)

Service enterprises - information services
Incidental
W 0142007 (p. 35)

% W 0147008 s
August 31, 2001
Type Tax: Sales and Use Taxes
Issue: Admissions - recreational facility
Satutes: Section 77.52(2)(a), Wis. Stats. (1999-00)
This letter responds to your request for a private letter
ruling regarding the sales and use tax status of share-
holder contributions to the ABC Company. Thank you
for the additiona information you provided in your let-
ters.

Facts, as stated in your request:

ABC Company (“The Club”) owns sports fields in a
Wisconsin County at which it plays approximately 12

Private Letter

Rulings

competitive games per year. The Club also scrimmages
on those fields.

The Club consists of approximately eight shareholders,
who own the field, and approximately five non-
shareholders. The Club charges dues to the non-owners,
for the right to play on the field. These receipts are not
sufficient to pay the expenses associated with the field,
including real estate taxes, insurance, and maintenance.
Accordingly, the shareholders contribute annually to pay
the Club’'s expenses. The owner contributions are not
related to their right to use the field individually since,
as owners, they can use the fields as they seefit.

Active shareholders, to wit, those that participate in the
sport, are expected to make contributions for the Club’s
operating expenses; all shareholders would be expected
to contribute to any major capital expenditures. Absent a
precedent, the Club does not know what would happen
if ashareholder failed to make the contribution.

Shareholders can use the fields as they see fit, including
scrimmages and competitive games. They can and do
also use the field to engage in Activity D and Activity
E , exercise their dogs, host picnics and provide family
or customer entertainment — and any other conceivable
use for aflat, open field with a picnic area

An excerpt from the Club's Board minutes of Date X,
reads as follows:

“Board reiterated that the grounds fees are only
charged to non-shareholders; and that shareholders
have the right to use the field at any time for any
purpose.”

Request:

Is the ABC Company required to collect a sales tax on
the amounts received from owners?

Ruling:
Yes.
Analysis:

Section 77.52(2)(a)2, Wis. Stats. (1999-00), imposes
sales tax on the gross recei pts from:
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“The sale of admissions to amusement, athletic, en-
tertainment or recreational events or places except
county fairs...and the furnishing, for dues, fees or
other considerations, the privilege of access to clubs
or the privilege of having access to or the use of
amusement, entertainment, athletic or recreational
devices or facilities, including the sale or furnishing
of use of recreational facilities on a periodic basis or
other recreational rights, including but not limited to
membership rights, vacation services and club
memberships.”

Section Tax 11.65(1)(b), Wis. Adm. Code (June 1991
Register), provides that the sales tax applies to the gross
receipts of organizations which have as an objective the
supplying of amusement, athletic, entertainment, or rec-
reational facilities to their members. The proceeds
received from initiation fees, special assessments, dues,
and stock sales of clubs supplying amusement, athletic,
entertainment, or recreational facilities to members are
charges for the privilege of abtaining access to the clubs
and are taxabl e receipts of the clubs.

Because the sports fields are primarily used as amuse-
ment, entertainment, athletic, or recreationa facilities,
and the amounts contributed by the shareholders to the
Club are “dues, fees or other considerations’ for the
privilege of having access to the sports field (i.e., share-
holders are expected to contribute for the Club's
operating expenses and major capital expenditures for
the right to use the field; non-shareholders pay dues for
the right to play on the field), the amounts are subject to
tax under sec. 77.52(2)(a)2, Wis. Stats. (1999-00). <

% W 0142007 #
June 28, 2001
Type Tax: Sales and Use Taxes

I ssue: Service enterprises - information services
Incidental

Satutes: Section 77.51(13)(e), Wis. Stats. (1999-00)

This letter responds to your request for a private letter
ruling, and your subsequent correspondence.

Facts:
» XYZ Company (“XYZ") is a privatdly held invest-

ment services firm with its headquarters in another
state.

» XYZ hasan office located in a City in Wisconsin.

» TheTUV Company (“TUV") web site provides per-
sons vigiting the web site with access to charts,
spreadsheets, and other financial information for no
fee. Other products and services, such as“The TUV
Professiona Service,” are offered to customers for a
fee.

» XYZ subscribes to The TUV Professional Service
(“TPS").

» XYZ pays a monthly subscriber fee to TUV, which
is alicensing fee that allows XYZ access to infor-
mation from TUV’'s web site. Upon subscribing,
TUV sends an application program to XYZ elec-
tronically over telephone lines. This application
program gives XYZ authority to use and access to
TUV’s web site information. XYZ can then elec-
tronically access the TUV information from XYZ’'s
own computer(s) at XYZ's business site.

» XZY aso rents a computer keyboard and flat-panel
computer monitor from TUV. The keyboard is
similar to a common personal computer keyboard,
except for special additional keys not found on the
common keyboard. Such keys are used to more
quickly access certain information on the TUV sys-
tem. Similarly, the flat-panel monitor is set up for
specific information or applications desired by the
user.

» XYZ's rental of the keyboard and monitor are op-
tional. XYZ is not required to use either of these
itemsin order to fully utilize the online services, nor
does XYZ rent these items for purposes other than
using the TUV service.

» TUV’s billing system does not separately state the
cost of the TPS and the equipment rental. XYZ es-
timates that the equipment rental represents less
than 4% of the total chargeto XYZ.

Request:

Is TUV's charge to XYZ for the TPS subject to
Wisconsin sales or use tax?

2. IsTUV’srenta of the keyboard and monitor subject
to Wisconsin sales or use tax, or is the rental inci-
dental to the TPS service provided?

w

If it is determined by the Wisconsin Department of
Revenue that XYZ's rental of tangible personal
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property is subject to Wisconsin sales and use tax
and TUV is unable to separately state the invoice
for such amounts, is it the conclusion of the Wis-
consin Department of Revenue that al such
amounts are subject to Wisconsin sales and use tax?

Ruling:

1. TUV’scharge to XYZ for the TPS, with the excep-
tion of the optional charge for the keyboard and
monitor, is not subject to Wisconsin sales or use tax.
TUV'’s charge for the keyboard and/or monitor is
subject to Wisconsin sales and use tax.

2. TUV’'srenta of the keyboard and monitor is subject
to Wisconsin sales and use tax.

3. TUV'’s charge for 1) the TPS, and 2) the keyboard
and monitor are two separate sales. While the de-
partment may presume that the entire charge is
taxable because taxable and nontaxable receipts are
not separately stated, if TUV can show what portion
of the selling price is not taxable, an alocation may
be done to determine the taxable portion. Although
TUV charges XYZ one fee for both sales, only
TUV’'ssde(i.e, rental) of the keyboard and monitor
is subject to sales and use tax.

Analysis:
1. Accessto Database

Providing information via electronic access to a data
base is not a service that is specifically subject to tax
under sec. 77.52(2)(a), Wis. Stats. (1999-00).

2. Leaseor Incidental Transfer

Section Tax 11.67(1), Wis. Adm. Code (April 2000
Register), states that “(w)hen a transaction involves the
transfer of tangible personal property along with the per-
formance of a service, the true objective of the
purchaser shall determine whether the transaction is a
sale of tangible personal property or the performance of
a service with the transfer of property being merely in-
cidenta to the performance of the service. If the
objective of the purchaser is to abtain the persona prop-

erty, a taxable sale of that property is involved.
However, if the objective of the purchaser is to obtain
the service, a sale of a service is involved even though,
as an incidence to the service, some tangible personal
property may be transferred.”

In Wisconsin Department of Revenue v. Dow Jones &
Company, Inc., Wisconsin Court of Appeals, January 26,
1989 (CCH 203-024), the Court concluded that equip-
ment charges for teleprinters provided to subscribers of
a news service were incidental to the service of provid-
ing hard-copy news releases. Therefore, the equipment
charges were not subject to sales tax. The Court found
that the teleprinter was only incidental to providing
hard-copy news since it was the only manner in which a
subscriber could obtain the service.

The lease or rental of tangible personal property (i.e.,
keyboard and monitor) in Wisconsin is subject to Wis-
consin sales or use tax. TUV’s optional rental of the
keyboard and monitor to XY Z is a separate sale from its
sale of the TPS service.

3. Single Charge

TUV receives consideration for its rental of the equip-
ment; however, TUV's invoice does not separately state
the two sales.

Section Tax 11.67(2)(c), Wis. Adm. Code (April 2000
Register), provides that “(i)f there is a single charge for
providing both taxable and nontaxable services, the en-
tire charge is subject to the tax, unless it is determined
by the department that another method, such as alloca-
tion or primary purpose of the transaction, more
accurately reflectsthe tax....”

Similarly, when a nontaxable service and tangible per-
sona property not transferred incidentally with the
service are sold for a single price, the amount subject to
tax can be computed as follows:

TUV’s price for the TPS service and equipment rental

Less: Amount that TUV would charge for the TPS service
without the equipment rental

Equals: Amount of consideration that TUV receives for the
equipment rental (taxable). <&



	New Tax Law
	Did You Know
	Revision – Schedule U
	Federal Laws Enacted After 1999
	Victims of Terrorism
	College Savings Account
	Grant County Adopts Tax
	It’s an Electronic World
	NetFile Electronic Filing
	Postcards Replace Booklets
	Tips to Speed Refund
	Attaching Federal Return
	Due Dates for Information Returns
	3K-1s - Magnetic/Electronic Media
	Taxpayer Assistance
	How to Obtain Forms
	IRS Mileage Rates for 2002
	Corporation Extensions
	Preparers - Use Tax
	Credit Card Payment Options
	Form 1099-Gs and 1099-INTs Mailed
	Information or Inquiries?
	Wisconsin/Minnesota Sales Tax Seminars
	Bulletin Index Included
	Use Sales Internet Process
	Negligence Penalties Imposed
	Sampling in Field Audits
	Field Audit Appeals
	How to Obtain Copies
	Focus on Publications: Sales Tax Brackets
	Focus on Publications: Taxation of Native Americans
	Withholding Tax Update
	Index of Reference Material
	Tax Publications Available
	Question and Answer
	Manufacturing Penalty Revised
	Waste Treatment Property Tax Exemption Revised
	Curator Imprisoned
	128lit.pdf
	INDIVIDUAL INCOME TAXES
	Jeanie Lass and David J. Lass Sr.
	Gary and Joan Pansier
	Joseph D. Meyer
	Jerome Redcay
	Gary J. Simon
	John Gutsch
	Thomas J. and Christine Shewczyk
	John Q. and Ruth R. Kamps
	William K. and Virginia K. Thomas

	CORPORATION FRANCHISE AND INCOME TAXES
	General Casualty Company of Wisconsin and Regent Insurance Company

	SALES AND USE TAXES
	Amusement Devices, Inc.
	Ronald J. Hergert, d/b/a Aero Expo Corporate Services


	128tr.pdf
	INDIVIDUAL INCOME TAXES
	Claim for Refund Filed for the Same Issues After Appeal Period Expires
	Claim for Refund of a Paid Assessment


	128plr.pdf
	SALES AND USE TAXES
	W0147008
	W0142007



