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* Law Changes

® Other Tax Issues

* DOR Initiatives
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Law Changes

® |IRC update

= Wisconsin income based on IRC provisions
as of December 31, 2010




Law Changes

* |IRC update

= Acts 19 and 20 adopt many specific IRC
provisions as of January 1, 2013 and 2014
»Other 2010 provisions remain in effect
* Many that sunset were not considered
to avoid future differences

10/3/2013

Law Changes

* |IRC update
= Tax years beginning January 1, 2013 —same
as federal for:
»>Rollover to Roth IRA not treated as distribution
»Installment method for accrual basis taxpayers

»>10% floor on itemized medical expense
deduction

»20% penalty on early HSA/MSA distributions

Law Changes

* IRC provisions still not adopted by WI
= Discharge of debt on principle residence
= Deduction for educator expenses

= Treatment of mortgage insurance premiums
as interest




Law Changes

* Capital gains exclusion and deferral
rules broadened

= Tax years beginning January 1, 2014

= Exclude or defer if reinvested in "qualifying
Wisconsin business"

10/3/2013

Law Changes

* "Qualifying Wisconsin business"

= Certified with Wisconsin Economic
Development Corporation pre-2014

= Registered with Department of Revenue
beginning in 2014

Law Changes

* DOR registration program
= Register electronically on DOR website
= Application available near end of year

= Must register every year




Law Changes

* DOR registration program
= Eligible to register if all apply:
»Two employees
»50% of payroll in Wisconsin

»50% of real estate and tangible property
in Wisconsin

10/3/2013

Law Changes

* Capital gain deferral requirements
unchanged

® Capital gain exclusion
= Held five uninterrupted years

= "Qualifying Wisconsin business" for year of
investment and two of four subsequent
years

Law Changes

* Net operating loss rules for individuals
= Tax years beginning January 1, 2014
= Two year carry-back required

= 20 year carry-forward




Law Changes

* Farming loss add-back eliminated
= Tax years beginning January 1, 2014
»No limits
= Before 2014 tax years

»Farming losses limited for higher-income
"non-active" participants

10/3/2013

Law Changes

* Higher education tuition subtraction
phase-out indexed for inflation
= Tax years beginning January 1, 2013
= New ranges:

»>$50,850 - $61,020 (single or head of
household)

»>$81,350 - $101,690 (married filing jointly)
»>$40,680 - $50,850 (married filing separately)

Law Changes

* New private school tuition subtraction
paid for dependents

= Tax years beginning January 1, 2014
= Up to $4,000 for elementary
= Up to $10,000 for secondary

= Eligible institution defined in sec.
118.165(1), Wis. Stats.




Law Changes

* Depreciation and Section 179 Expense

For taxable years beginning on or after January 1,
2014, Wisconsin has conformed to federal
depreciation on January 1, 2014. The Legislature
has to adopt any changes after that date to
conform to federal.

For taxable years beginning on or after January 1,
2014, section 179 of the Internal Revenue Code,
relating to expensing of depreciable business
assets, applies for Wisconsin. "Internal Revenue
Code" means the federal Internal Revenue Code in
effect for the year in which the property is placed
in service.

10/3/2013

Law Changes

* Depreciation and Section 179 Expense

= |f bonus depreciation is effective for
federal purposes on January 1, 2014, it
would be effective for Wisconsin

= Currently, for federal purposes a special
50% depreciation allowance is in effect
for property placed in service before
January 1, 2014

Law Changes

* Depreciation and Section 179 Expense

= For Wisconsin purposes, bonus depreciation
will apply only for property covered by P.L.
112-240. Any federal change to bonus
depreciation enacted after January 1, 2014,
will not apply for Wisconsin unless adopted
by the Legislature.

= At this time we don't know if there will be
federal changes to depreciation enacted
before January 1, 2014




Law Changes

* Adjustment for federal and Wisconsin
basis differences

= Tax years beginning January 1, 2014
»Subtraction from income

»Equalize basis over five years

10/3/2013

Law Changes

* Yearly subtraction

= Difference between Wisconsin and federal
basis on last day of 2013 tax year

= x 20% per year beginning 2014 tax year

Law Changes

® Other subtractions
= Beginning January 1, 2013

» Income of armed forces members who
die in a combat zone

» Wisconsin Health and Educational
Facility Authority bond interest




Law Changes

® Other subtractions
= Beginning January 1, 2014

» Medical care insurance subtraction
reduced by federal premium assistance

credit
> Eliminate business relocation subtraction

Law Changes

¢ Individual and fiduciary rate reductions
= Tax years beginning January 1, 2013

Tax Rate Reduction

10/3/2013

Rate Bottom Rate 2% Rate 3% Rate 4™ Rate Top Rate
Before 4.60% 6.15% 6.50% 6.75% 1.75%
After 4.40% 5.84% 6.27% 7.65%
23

Law Changes

¢ Individual and fiduciary rate reductions
= Withholding tables will not be updated

= Employees may adjust exemptions and/or
filing status using Form W-4 or WT-4A to

reduce withholding




Law Changes

* Tax Return Donations
= Badger Chapter of the American Red Cross
»Wisconsin Disaster Relief Fund

= Donees must generate $75,000 in
contributions

»Otherwise removed from return beginning
2015
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Law Changes

* Research and development credit and
research facilities credit
= Previously only available to C-corporations
= Available to S-corporations, partnerships and
sole proprietors beginning January 1, 2013

»Flows through to individual shareholders and
partners

»Add to income
»Non-refundable

Law Changes

* Research credits

= The computation of Wisconsin research credit relies
primarily on provisions in the Internal Revenue Code
(IRC)

= DOR uses guidance from the Internal Revenue
Service (IRS) in auditing the research credit

= The IRS Audit Techniques Guide for research credits
is posted on its website at www.irs.gov (keywords
"research credit")

= Qver the years, DOR has occasionally worked jointly
with the IRS in auditing research credits. However,
in most cases, our auditors work independently




Law Changes

® Research credits

= Any determination by the IRS is followed by
DOR

= However, if IRS limited its scope of review to
only certain research projects or locations
that did not include Wisconsin operations,
DOR auditors may review the computations
and documentation of research credits for
those operations in greater detail, making
adjustments as appropriate

10/3/2013

Law Changes

® Research credits
= The primary reasons for audit adjustments:

»Internal Revenue Service adjusted the research
credit

»Research was claimed by the wrong entity
(funded research)

»Research performed was not qualified research
—see slides 58-60

»Expenditures for qualified research could not
be adequately substantiated

Law Changes

* Research credits

= Documents created at the time qualified research
activities (QRAs) are performed should be prepared
and maintained by project that detail:

»Project scope (including uncertainty to address and
alternative methods for resolving uncertainty)

»Research and testing activities performed

»Time spent on research and testing activities by
employee

»>Results of the research (including evaluation of tests
performed and summary of uncertainty resolved)

10



Law Changes

* Research credits

= |RS regulations require a taxpayer claiming a
credit under sec. 41, IRC, to maintain records in
sufficiently usable form and detail to
substantiate that the research expenditures
claimed are eligible for the credit

= While the IRC does not contain a particular
approach or accounting methodology for
capturing expenditures, it does require that
the taxpayeridentify qualified research
expenses (QREs) by business component
(qualified activity).

10/3/2013

Law Changes

* Research credits

= The business component reflects the actual
activity undertaken to discover new
information where the activities reflect
components of a process of experimentation

= Wisconsin follows sec. 41, IRC, with certain
exceptions, for the definition of qualified
research expenses (QREs)

= Generally, this documentation must have been

prepared at the time the qualified research
was performed

Law Changes

* Angel investment credit
= July 2, 2013
= $45,000,000 total limit repealed

® Supplement to Federal Historic
Rehabilitation Credit

= Tax years beginning January 1, 2013

= Increased to 10% (was 5%)

11



Law Changes

* Manufacturing and agricultural credit

= Change for tax years beginning January 1,
2014

= May only offset tax on income from
business operations

» Distributive share of pass-through income

= Credit begins for tax years beginning
January 1, 2013

10/3/2013

Law Changes

* Many targeted credits eliminated
= Tax years beginning January 1, 2013
> Veteran employment credit

» Carried forward Community
Development Finance Authority credit

Law Changes

* Many targeted credits eliminated
= Tax years beginning January 1, 2014

» Dairy manufacturing facility investment
credit

> Meat processing facility investment
credit

> Food processing plant and warehouse
investment credit

> Film production services credit

12



Law Changes

* Many targeted credits eliminated
= Tax years beginning January 1, 2014

> Film production company investment
credit

» Beginning farmer and farm asset owner
credit

> Biodiesel fuel production credit

> Dairy and livestock farm investment
credit

10/3/2013

Law Changes

* Many targeted credits eliminated
= Tax years beginning January 1, 2014
»>Ethanol and biodiesel fuel pump credit
> Post-secondary education credit
> Water consumption credit

»>Internet equipment credit

Law Changes

* Many targeted credits eliminated
= Tax years beginning January 1, 2014

> Health insurance risk-sharing plan
assessment credit

» Electronic medical records credit

13



Law Changes

* Many targeted credits eliminated
= Tax years beginning January 1, 2015

» Woody biomass harvesting and
processing credit

a0

10/3/2013

Law Changes

* Economic development surcharge
= Tax years beginning January 1, 2013

= Eliminated for individuals, estates, trusts,
and partnerships

> Includes limited liability companies
treated as partnerships

= Remains for corporations

a1

Law Changes

* Exemption certificate received after
sales tax paid

= Effective July 2, 2013

= Retailer receiving fully completed
exemption certificate from purchaser after
reporting sale as taxable may claim
deduction on sales tax return for items
covered by exemption certificate

= Previously had to file amended return

a
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Law Changes

* Exemption certificate deduction - cont’d
= Requirements:
> Retailer paid tax to DOR

> Exemption certificate received by retailer
in same taxable year as sale covered by
exemption certificate, and

> Retailer returned tax to buyer

a3

10/3/2013

Law Changes

* Exemption certificate deduction - cont’d

= The deduction is claimed on return filed for
period in which retailer receives exemption
certificate.

= May result in negative “taxable sales” on
sales tax return

Law Changes

* Sales/Use Filing Frequency Changes

= Tax years beginning on or after January 1,
2014

»Monthly — tax due in calendar quarter is more
than $1,200 (previously $600)

»>Quarterly — tax due annually more than $600
but less than $1,200 quarterly

»>Annual —tax due $600 or less annually (rule
change pending)

a5
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Law Changes

* Sales/Use Filing Frequency Changes

= Letters notifying affected taxpayers will go
out in November

= Taxpayers can elect to keep more frequent
filing frequency through My Tax Account
after receiving letter

a6

10/3/2013

Law Changes

* Lump Sum Construction Contracts

= New exemption effective for contracts
entered into on or after October 1, 2013

= Total sales price of taxable products if less
than 10% of the total amount of lump sum
contract

= Contractor is subject to tax on its purchase
of the taxable products

a7

Law Changes

* Lump Sum Construction Contracts

= "Lump sum contract" requirements:

»to perform real property construction activities
and to provide tangible personal property,
items or property unders. 77.52 (1) (b) or (c),
or taxable services

» Contractor quotes the charge for labor, services
of subcontractors, property as one price but
may include itemization as part of a schedule
of values or similar document

a8
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Law Changes

* Lump Sum Construction Contracts

= Previously, for the exemption to apply, no
separate charge for taxable products could be
made in any document provided to the
customer

If a separate charge was made in any
document provided to the customer, including
a contract, contract addendum, appendix, or
payment request, for taxable products, the
separate charge was subject to tax, unless
another exemption applied

a9

10/3/2013

Law Changes

® Lump Sum Construction Contracts

= Exception: If the lump sum contractis with an
exempt entity, the contractor may purchase
without tax, for resale, the taxable products
that are resold

»Exempt entity means federal or Wi governmental
unit or nonprofit organization that holds Certificate
of Exempt Status

= The contractor is still the consumer of all
taxable products used by the contractorin real
property construction activities

50

Law Changes

* New Printing Exemptions
= Effective October 1, 2013

= Applies to purchases by a person primarily
engaged in:

»commercial printing (except screen printing and
books printing) without publishing (except grey
goods printing) - NAICS code 323111;

»printing or printing and binding books and
pamphlets without publishing — NAICS code
323117; or

»performing prepress and post press services in
support of printing activities - NAICS code 323120

51
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Law Changes

* New Printing Exemptions
= Effective October 1, 2013
= Applies to purchases by a person primarily
engaged in:

»commercial printing (except screen printing and
books printing) without publishing (except grey
goods printing);

»printing or printing and binding books and
pamphlets without publishing; or

»performing prepress and post press services in
support of printing activities

10/3/2013

Law Changes

* New Printing Exemptions

= Exemptions for the following:

»Computer and servers used to store copies of
the product that is sent to printing press

»Tangible personal property purchased from out-
of-state sellers that are temporarily stored,
remain idle, and are not used in this state for
not more than 180 days and that are then
delivered and used outside of Wisconsin

Law Changes

¢ Self-Service Laundry Machines
= Effective October 1, 2013

= Laundry, dry cleaning, pressing, and dyeing
services are not taxable when the service is
performed by the customer through the use
of self-service machines

= Previously services had to be through coin-
operated self-service machines

18



Law Changes

* Qualified Research

= Changes effective for sales made on or after
July 2, 2013 (exemption was effective
January 1, 2012)

= Exemption applies for machinery and
equipment, including attachments, parts,
and accessories, consumed or destroyed or
lose their identities while being used
exclusively and directly in qualified research

55

10/3/2013

Law Changes

* Qualified Research (cont.)
= Must be sold to:

» Person engaged in manufacturing in Wisconsin
at a building assessed under sec. 70.995, Wis.
Stats.

» Person primarily engaged in biotechnology in
Wisconsin

» Combined group member who is conducting
qualified research for another combined group
member and that other combined group
member is a person described above

Law Changes

* Qualified Research (cont.)

= "Building" has the meaning given in sec.
70.111(10)(a)1., Wis. Stats.

= "Combined group" has the meaning given in
sec. 71.255(1)(a), Wis. Stats.

= "Machinery" has the meaning given in sec.
70.11(27)(a)2., Wis. Stats.

19



Law Changes

* Qualified Research

= "Qualified research" means qualified
research as defined under section
41(d)(1) of the Internal Revenue Code,
except that it includes qualified research
thatis funded by a member of a
combined group for another member of
a combined group

= "Used exclusively" means 95% of the
time =

10/3/2013

Law Changes

* Qualified Research (cont.)
= For research to be qualified:

»it must be undertaken for the purpose of
discovering information which is technological
in nature;

»the application must be intended to be useful
in the development of a new or improved
business component of the taxpayer; and

»Substantially all of the activities must
constitute elements of a process of
experimentation relating to a new or improved
function, performance, reliability, or quality

59

Law Changes

* Qualified Research (cont.)

= Qualified research does not include
research that relates to style, taste,
cosmetic, or seasonal design factors

= See Fact Sheet 2101-1 and 2001-2 at
revenue.wi.gov

20



Law Changes

* Qualified Research (cont.)

= Under prior law items had to be sold to a
person engaged primarily in manufacturing
or biotechnology in Wisconsin and used
exclusively and directly in qualified research

10/3/2013

Law Changes

* Increase in Premier Resort Area Tax

= Effective July 2, 2013

» City of Wisconsin Dells and Village of Lake
Delton may increase their premier resort area
taxes to a maximum rate of 1.25%

»Currently, the premier resort area tax rate in
effect in both the City of Wisconsin Dells and
the Village of Lake Delton is 1.0%

»Requires adoption of ordinance and notice

Law Changes

* New Premier Resort Area Tax
= Effective January 1, 2014

= Village of Stockholm may, by ordinance,
impose a 0.5% premier resort area tax

= No notice to DOR at this time

= |f adopted, affected taxpayers will be
notified by DOR

21



Law Changes

* Refund Interest Reduction

All DOR-paid refund interest amounts shifted
from 9% to 3% on July 2, 2013, regardless of
tax type, filing date or taxable period

10/3/2013

Law Changes

* Continuous Levies
= Effective July 2, 2013

= Levies on commissions, wages, or salaries
are continuous

= Levies on property other than commissions,
wages, or salaries may be continuous or
noncontinuous

Law Changes

* Continuous Levies

= "Continuous levy" means the levy served on
a 3rd party applies until the affected liability
is satisfied or until the levy is released,
whichever occurs first

= "Noncontinuous levy" means the levy is in
effect only on the date on which it is served
on a 3rd party

22



Law Changes

* Continuous Levies

= Effective July 1, 2014, DOR can notify the
owner in any manner prescribed by DOR
and notification to the possessor is only at
the possessor’s request

= Currently, DOR must notify the owner of
real property and possessor of personal
property in writing

10/3/2013

Law Changes

* Ordering of Refund Setoffs

= Refunds are first used to offset debt owed
to DOR

= Any remaining refund is setoff against
certified debt of state agencies and other
entities in order referred to DOR

= Effective January 1, 2014, debts after DOR
will be setoff in a specific order (next slide)

Law Changes

® Ordering of Refund Setoffs
1. Wisconsin child support

2. Stateagency debt and debt owed to the
courts, Legislature, and certain authorities
under agreement with DOR

3. Debt owed to local units of government
under agreement with DOR

4. Other certified state agency debt

23



Law Changes

* Ordering of Refund Setoffs
5. Other state child or spousal support
6. Other municipality or county debt
7. Federal tax debt

8. Tribal debt

9

. Other state and local tax and nontax debt
under agreement with DOR

10/3/2013

Law Changes
® Ordering of Refund Setoffs

= |f more than one certified debt for any debtor of
same type, refund is set off against earliest debt
certified, except no child or spousal support of
another state agency may be set off until all
Wisconsin state agency debts owed and certified
are set off

= When all debts have been satisfied, any remaining
refund is refunded to the debtor by DOR

= Any legal action contesting a setoff must be
brought against the entity that certified the debt

7

Proposed Law Changes

* Assembly Bill 285/Senate Bill 253

= Capital Stock Transfers — eliminate filing
Wisconsin Form 8

= Underpayment Interest — increase threshold
from $200 to $500

= Manufacturing and Agriculture Credit —
correct agriculture property factor to be
similar to computation used for
manufacturing property factor

24



Proposed Law Changes

* Assembly Bill 107

= Increases non-resident entertainer surety
bond from $3,200 to $7,000

= Excludes travel expenses of nonresident
entertainers from computation of
withholding

10/3/2013

Other Tax Issues

* DOMA
= Defense of Marriage Act

= Rev. Rul. 2013-17 - IRS will recognize
marriage of same-sex individuals that was
validly entered into in state whose laws
authorize the marriage

= Applies even if married couple is domiciled
in state that does not recognize same-sex
marriages

Other Tax Issues

* DOMA

= 2013 tax year and after - same-sex spouses
legally married generally must file their federal
income tax returns using a filing status of
married filing jointly or married filing
separately

= Tax year 2012 and prior - same-sex spouses
legally married who file an original tax return
on or after September 16, 2013, generally
must file their returns using a filing status of
married filing jointly or married filing
separately

25



Other Tax Issues

* DOMA

= Tax year 2012 - same-sex spouses legally married
who filed their tax return before September 16,
2013, may amend their federal tax returns to file
using a filing status of married filing jointly or
married filing separately

Tax years 2011 and earlier - same-sex spouses
legally married who filed their tax returns timely
may amend their federal tax returns to file using a
filing status of married filing jointly or married filing
separately if open under statute of limitations

10/3/2013

Other Tax Issues

* DOMA - Wisconsin

= Wisconsin does not recognize a same-sex
marriage

= Individuals who entered into a same-sex
marriage in another state cannot file a
Wisconsin income tax return using a tax
status of married filing jointly or married
filing separately

Other Tax Issues

* DOMA - Wisconsin
= Each individual must file Form 1 or Form 1NPR

= Form 1A or Form WI-Z may not be filed for
Wisconsin

= Each individual must file as single or, if
qualified, head of household for Wisconsin

= DOR will use new, Schedule S titled Allocation
of Income to be Reported by Same-Sex Couples
Filing a Joint Federal Return

26



Other Tax Issues

* DOMA - Wisconsin

= Schedule S shows the amount of income as
reported on the federal return that is
allocable to each individual, and determines
the federal adjusted gross income to be
used for Wisconsin tax purposes

= Wisconsin marital property law does not
apply to this allocation

10/3/2013

Other Tax Issues

SCHEDULE S Allocation of Income to be Reported by
o Same-Sex Couples Filing a Joint Federal Return 201 3

s

Other Tax Issues

* DOMA - Wisconsin

= For tax year 2012 and late returns from prior years filed
on or after September 16, 2013, returns may not be
efiled and must be filed on paper

= A complete copy of the federal return and Schedule S
must be attached to Form 1 or Form 1INPR

= Although amended returns may be filed for federal tax
purposes to change the filing status to married filing
jointly or married filing separately, no amended returns
may be filed for Wisconsin to change the filing status for
same-sex couples married in another state

= Schedule S is available online at revenue.wi.gov

27



Other Tax Issues

* DOMA - Wisconsin

= For tax year 2013, it is up to software
vendors whether they will allow e-filing
Wisconsin return with Schedule S

= Persons filing Schedule S may not file using
Wisconsin e-File

10/3/2013

Other Tax Issues

* Medical Care Insurance Subtraction

= Subtractionincreased from 45% to 100% of
amount paid by persons who are employees
and employer pays a portion of insurance

= All other categories are now at 100%
* Child and Dependent Care Expenses

= Subtraction increases to $2,250 for one
qualified person and $4,500if more than one
qualified person (was $1,500 and $3,000 for
2012)

Other Tax Issues

* Tuition
= Subtraction increased from $6,543 to
$6,943
= FAGI phase-out

>Single or head of household - $50,850 -
$61,020

»>Married filing joint - $81,350 - $101,690
»>Married filing separate - $40,680 - $50,850
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Other Tax Issues

* Market Place Fairness Act of 2013

= Requires certain businesses to collect a
state's sales or use tax even if no physical
presence in the state

= The Marketplace Fairness Act (S. 743) was
passed by the US Senate on May 6, 2013 on
a 69-27 vote

10/3/2013

Other Tax Issues

* Market Place Fairness Act of 2013

= The Marketplace Fairness Act requires that
states must simplify their sales tax laws to
make multistate sales tax collection easier

= Specifically, states seeking collection
authority have two options for simplifying
their sales tax laws

Other Tax Issues

* Market Place Fairness Act of 2013

= Option 1: A state can join 24 states that
have already voluntarily adopted the
simplification measures of the Streamlined
Sales and Use Tax Agreement (SSUTA)

= Any state in compliance with the SSUTA
with Full Member status may have
collection authority on the first day of the
calendar quarter that is at least 90 days
after enactment

29



Other Tax Issues
* Market Place Fairness Act of 2013

= Option 2: Meet five simplification mandates :

> Notify retailers in advance of any rate changes
within the state

> Designate single state organization to handle
registrations, filings, and audits

»Establish a uniform sales tax base
»Use destination sourcing

»Provide free compliance software and hold
retailers harmless for any errors that result from
relying on state-provided systems and data

10/3/2013

Other Tax Issues

* Market Place Fairness Act of 2013

= Online sellers with less than $1,000,000in
remote sales annually will be exempt from
collection requirements

= Remote sales are sales to customersin states
where the seller does not already have a
physical presence

= New law requires Wisconsin to use new
revenues to reduce Wisconsinincome tax

Other Tax Issues

® Credit Card Swipe Fees

= Beginning January 27, 2013, retailers may
charge a "swipe" fee to customers using
certain credit cards for payment

= If product or service sold is taxable, amount
being charged for the swipe fee is taxable

30



Other Tax Issues

® Credit Card Swipe Fees

= Example: Individual purchases new television for
$599 with credit card. Retailer charges Individual
2% swipe fee on the $599 selling price. Taxable
sales price is computed as follows:

Selling price of television $599.00
+ Swipe fee ($599.00 x .02) $11.98
Taxable Sales Price $610.98

Other Tax Issues

® Credit Card Swipe Fees

= |f taxable and nontaxable products and services, retailer
may allocate swipe fee between the taxable and
nontaxable products

Example: Individual purchases exempt food items from
Grocery Store for $65 and taxable items for $28 with a
credit card. Grocery Store charges Individual 2% swipe fee
on $93 total selling price. Grocery Store's taxable sales
price is computed as follows:

Selling Price of taxable items $28.00
+ Swipe fee on taxable items ($28.00x .02) .56
Taxable Sales Price $28.56

e

DOR Initiatives

* DOR Fraud Initiative
= Pre-refund identity verification
= [Income tax fraud
= Refundable credit fraud

10/3/2013
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DOR Initiatives

* DOR Fraud Initiative
= New DOR Resources
»10 additional auditors and fraud analysts
> Data warehouse upgrades
»National death index software

> Legislation and new penalties

10/3/2013

DOR Initiatives

* Pre-Refund Identity Verification
= 2013 returns processed in 2014

= Using nationwide data sources and analytics, DOR
will select certain returns for identity verification

= Letters will be sent to these filers asking them to
take online or phone quiz

= Refunds will be processed only after filer passes
identity quiz

DOR Initiatives

* Income Tax Fraud

= New laws to allow more data sharing with other
state agencies

= New penalty for filing an incorrect claim for refund
of income or franchise taxes or credits

»25% for negligence
»100% for fraud

»Percentage is multiplied by difference between
what is claimed and what should have been
claimed %

32



DOR Initiatives

* Refundable Credit Fraud

= A person who files a reckless claim may not
file a claim for a refundable credit for two
successive years

= A person who files a fraudulent claim may
not file a claim for 10 successive years

10/3/2013

DOR Initiatives

¢ Refundable Credit Fraud
= Reckless claims include:

»intentional misstatements of income or
amounts paid

> misrepresenting residency

> repeat denials for same issue

DOR Initiatives

* Refundable Credit Fraud
= Fraudulent claims include
>false identity
»>false businesses
»>false certifications
> gross misstatement of income

»continued false claims after 2-year denial

%
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DOR Initiatives

® Unclaimed Property

= Unclaimed Property program has moved
from the Office of State Treasurer to DOR

= Part of Tax Operations Bureau

= Holders are required to report unclaimed
property to the state

= Check www.wismissingmoney.com to see if
you have a claim

10/3/2013

DOR Initiatives

® Unclaimed Property

= DOR exploring Voluntary Disclosure
Program for holders who have not reported
and turned over unclaimed property

= Likely will require legislation

= May be similar to program already
administered by DOR for sales/use and
franchise/income taxes

DOR Initiatives

* DHS Data Sharing

= DOR is working with the DHS / Vital Records
to share information

= Purpose is to administer tax laws and assist
with fraud detection efforts

= We have requested birth certificates,
marriage and divorce records, and death
certificates

102
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DOR Initiatives

* Electronic Power of Attorney project
continues

* Combined reporting team
= Team reviewing forms
= Revisions expected next year
* Refund Direct Deposits

= Phase 1 — Business Taxes (claims for refund,
field audits)

103

10/3/2013

Tax Processing Update
* All Wage Statements Required

= Copies of all wage statements (W-2, W2-
G, 1099-R and 1099-MISC) must be sent
to DOR

= \Wage statements must equal those
reported on Form WT-7

= Payroll vendors must send full sets to IRS
and Department of Revenue

104

Tax Processing Update
¢ All Wage Statements Required
= DOR no longer waives wage statements
requirement if . . .

> there is no Wisconsin withholding to
report, and

»Forms W-2, Forms 1099-R and 1099-
MISC were sent to the SSA/IRS

105
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Tax Processing Update
¢ All Wage Statements Required

= 2013 Wage statements are due to DOR by
January 31, 2014

= 2013 Wage statements are due to IRS by
February 28, 2014

106

10/3/2013

Tax Processing Update

* New MeF Reject

= Returns filed with software that has not
been approved by the DOR will be rejected

= Most vendors are approved in
November/December

= A list of approved vendors is available on
DOR website on the Tax Professionals page,
under Software & Forms Developers
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Tax Processing Update

¢ |f an MeF return is rejected for any
reason and no return is subsequently
filed, DOR is sending a letter in
September asking the taxpayer to file

® Electronic Medical Record Credit
schedule will be posted in early January
(last year of credit)
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Tax Processing Update

* Form Changes

= Form 1NPR has a new Schedule to report
Additions and Subtractions to Income
(Schedule M)

= Forms 1 and INPR will now include
Schedule S for same-sex couples married in
another state to split their income (separate
WI returns also required)
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10/3/2013

Tax Processing Update

* Form Changes
= Schedule | has three fewer items:

»Accrual basis taxpayers may reportincome
from installment sale under installment method

»Qualified transfers from excess pension assets
may be used to fund purchase of retiree group-
term life insurance

»Health insurance premiums paid by small
employers

Tax Processing Update

® 2013 Common Errors

= Estimated payment amountincorrect -
please verify online

= Sending in printed returns with W-RA form -
significantly delays processing

= W-2s issued by employer using wrong FEIN
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E-File Update

* E-File Percentages (as of 9/15/2013)
= Individual — 83%
= Sales/Use —92%
= Withholding (WT-7) — 89%
= Pass-Through Withholding — 84%
= Corporation—77%
= Partnership — 87%
= Composite (1CNS & 1CNP) —77%

10/3/2013

E-File Update

* Wage Statements and Information
Returns
= E-File Options

> Social Security Administration PDF
transmission

»EFW2 Transmission
> My Tax Account

E-File Update
* My Tax Account Security Reminder

= Every person that accesses My Tax Account for a
business should have a unique log on id

= DO NOT share log on ids

= Only persons with registered log on ids will be given My
Tax Account support when contacting DOR for
password reset, account maintenance and filing and
payment issues

= Sharing log on ids removes accountability for action(s)
or lack of action(s) in the My Tax Account
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E-File Update
* My Tax Account Security Reminder

= To gain access to a business account, you must
provide the tax amount due from a prior return or
enter a letter ID from one of the designated letters
from DOR

= |f accessing a business's tax account as a 3 party
and the business is already registered in My Tax
Account, only the “master" can grant access. DOR
cannot to grant you access to the account.

10/3/2013

E-File Update
* My Tax Account Security Reminder

= When contacting DOR with account maintenance
requests, such as moving returns or payments
between periods, we will ask several questions to
ensure security of a businesses account

= You will be asked for information specific to the
account

DOR Resources

® Wisconsin New Businesses Tax Seminars
= Partnering with Chambers of Commerce
»Half-day seminars cover:

* Sales and use and withholding tax
regulations

* DOR resources and programs (My Tax
Account)

* Recordkeeping and exemption certificates

»Watch for training opportunities posted at
revenue.wi.gov (training link at bottom of page)
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DOR Resources
* My Tax Account (MTA) Webinars
= Watch for announcements on:

»Regular monthly MTA webinars for new
businesses

»Webinars for persons with third-party access

10/3/2013

DOR Resources

* New Publication

= 245 - Sales and Use Tax Information for
Schools

= Explains how Wisconsin state sales and use
taxes affect Wisconsin elementary and
secondary schools, and school-related
organizations

DOR Resources

* Updated Publications
= 200: Electrical Contractors - Updated April, 2013

= 204: Colleges, Universities, and Technical Colleges
- Updated September 2013

= 220: Grocers - Updated September 2013

= 222: Motor Vehicle Fuel Users - Updated May,
2013

= 224: Veterinarians - Updated September 2013
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DOR Resources

* Updated Publications

= 225: Barber and Beauty Shops - Updated April,
2013

= 229: Brackets for Collecting Wisconsin Sales or
Use Tax on Retail Sales - Updated August, 2013

= 230: Sales and Use Tax Information for Sellers of
Antiques, Crafts and Artwork - Updated April,
2013

= 403: Premier Resort Area Tax - Updated April,
2013 -

10/3/2013

DOR Resources

® Publications Coming Soon
= Restaurants
= Newspapers

= Printers
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DOR Resources

® Practitioner Assistance
= Email: dortaxpractitioners@revenue.wi.gov
= Phone:
608-261-5199

**Do Not Share This Information**
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DOR Resources

Speaker Contact Information

Diane L. Hardt Julie Reneau

Division Administrator Customer Service Director
608/266-6798 608/266-1179
diane.hardt@revenue.wi.gov  julie.reneau@revenue.wi.gov
Vicki Gibbons Erin Egan

Deputy Administrator Tax Operations Director
608/266-3612 608/261-5235

vicki.gibbons@revenue.wi.gov erinb.egan@revenue.wi.gov
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