General Assembly Raised Bill No. 421

February Session, 2004 LCO No. 1829

*01629 FIN®

Referred to Committee on Finance, Revenue and Bonding

Introduced by:
(FIN)

AN ACT CONCERNING ADMINISTRATION OF VARIOUS STATE
TAXES.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. (NEW) (Effective July 1, 2004) (a) For purposes of this
section:

N

|68}

(1) "Taxpayer" means any person identified by a claimant state

W

under this section as owing taxes to such claimant state;

(2) "Claimant state" means any other state or the District of
Columbia that allows the commissioner, in cases where a taxpayer
owes taxes to this state, to certify that such tax is owed and to request

the tax officer of the claimant state to collect such taxes owed to this

O 0 3 & 1

state and provides for the payment of such collected amount to this
10  state.

11 (3) "Taxes" means any amount of tax imposed under the laws of the
12 claimant state, including additions to tax for penalties and interest,
13 which is finally due and payable to the claimant state by a taxpayer,
14  and with respect to which any administrative or judicial remedies, or
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both, have been exhausted or have lapsed, and which is legally
enforceable under the laws of the claimant state against the taxpayer,

whether or not there is an outstanding judgment for such sum;

(4) "Tax officer" means a unit or official of a claimant state, or the
duly authorized agent of such unit or official, charged with the

imposition, assessment or collection of taxes of that state; and
(5) "Commissioner" means the Commissioner of Revenue Services.

(b) (1) Upon the request and certification of the tax officer of a
claimant state to the commissioner that a taxpayer owes taxes to such
claimant state, the commissioner may, through the exercise of the
commissioner's power and authority under section 12-35 of the general
statutes, collect such taxes in the same manner that the commissioner
would collect such taxes if they were due and payable to this state, and
shall pay over such collected amount to the claimant state in
accordance with the provisions of this section. The commissioner shall
not collect such taxes unless the laws of the claimant state (1) allow the
commissioner, in cases where a taxpayer owes taxes to this state, to
certify that such tax is owed and to request the tax officer of the
claimant state to collect such taxes owed to this state, and (2) provide

for the payment of such collected amount to this state.

(2) Such certification shall include the full name and address of the
taxpayer; the taxpayer's Social Security number or federal employer
identification number; the amount of taxes owed to the claimant state,
including a detailed statement for each taxable period showing tax,
interest and penalty; and a statement that any administrative or
judicial remedies, or both, have been exhausted or have lapsed and
that the amount of taxes is legally enforceable under the laws of such

state against the taxpayer.

(3) Upon receipt by the commissioner of the required certification,
he or she shall notify the taxpayer by first-class mail to the taxpayer's

last-known address that he or she has received a request from the
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claimant state to collect taxes from the taxpayer, that the taxpayer has
the right to protest the collection of such taxes by the commissioner for
the claimant state, that failure to file a protest in accordance with
subdivision (4) of this subsection shall constitute a waiver of any
demand against this state on account of the collection of such taxes and
that the amount, upon collection, will be paid over to the claimant
state. The notice shall include a copy of the certification by the tax
officer of such claimant state. Thirty days after the date on which it is
mailed, a notice under this subdivision shall be final except only for
such amounts as to which the taxpayer has filed, as provided in
subdivision (4) of this subsection, a written protest with the

commissioner.

(4) Any taxpayer notified in accordance with subdivision (3) of this
subsection may, on or before the thirtieth day after the mailing of such
notice by the commissioner, protest the collection of all or a portion of
such taxes by filing with the commissioner a written protest in which
the taxpayer shall set forth the grounds on which the protest is based.
If a timely protest is filed, the commissioner shall refrain from
collecting such taxes and shall send a copy of the protest to the
claimant state for determination of the protest on its merits in
accordance with the laws of such state. If the claimant state fails, on or
before the forty-fifth day after the sending of the copy of the protest by
the commissioner to such claimant state, to certify to the commissioner
that the claimant state has reviewed the stated grounds on which the
protest is based, and to renew the certification described in subdivision
(2) of this subsection, the commissioner shall not collect such taxes. If
such certifications are made within such time period, the
commissioner shall collect such taxes.

(c) The commissioner may enter into agreements with the tax
officers of claimant states relating to: (1) Procedures and methods to be
employed by a claimant state with respect to the operation of this
section, (2) safeguards against the disclosure or inappropriate use of
any information that identifies, directly or indirectly, a particular
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taxpayer obtained or maintained pursuant to this section, and (3) a
minimum threshold for the amount of taxes owed by a taxpayer to a

claimant state that would trigger the operation of this section.

Sec. 2. (NEW) (Effective from passage) (a) If the records of the
Department of Revenue Services show that tax, penalty or interest is
due and owing from any person, and the Commissioner of Revenue
Services determines that all or a portion of such tax, penalty or interest
has been paid by the person, said commissioner may cancel the portion

of such tax, penalty or interest that has been paid.

(b) The provisions of this section shall not be construed as (1)
creating or conferring any rights or remedies on any person, or (2)
authorizing any suit against the state by any person. This section shall

not be construed as a waiver of sovereign immunity.

Sec. 3. Subsection (a) of section 12-2 of the general statutes is

amended by adding subdivision (6) as follows (Effective from passage):

(NEW) (6) In administering the tax laws of this state, the
commissioner may, in his or her discretion, disallow the asserted tax
consequences of a transaction by asserting the application of
recognized federal tax doctrines, including, but not limited to, the
sham transaction doctrine, the step transaction doctrine and the
doctrine of substance over form. The taxpayer shall have the burden of
demonstrating by clear and convincing evidence as determined by the
commissioner that the transaction possessed both (A) a valid, good
faith business purpose other than tax avoidance, and (B) economic
substance apart from the asserted tax benefit. In all such cases, the
taxpayer shall also have the burden of demonstrating by clear and
convincing evidence as determined by the commissioner that the
asserted nontax business purpose is commensurate with the tax benefit
claimed. Nothing in this section shall be construed to limit or negate
the commissioner's authority to make tax adjustments as otherwise
permitted by law. Nothing in this section shall be construed as

authorizing any deduction or credit not otherwise expressly permitted
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under this title.

Sec. 4. Subsection (b) of section 12-15 of the general statutes, as
amended by section 238 of public act 03-6 of the June 30 special
session, is repealed and the following is substituted in lieu thereof

(Effective from passage):

(b) The commissioner may disclose (1) returns or return information
to (A) an authorized representative of another state agency or office,
upon written request by the head of such agency or office, when
required in the course of duty or when there is reasonable cause to
believe that any state law is being violated, or (B) an authorized
representative of an agency or office of the United States, upon written
request by the head of such agency or office, when required in the
course of duty or when there is reasonable cause to believe that any
federal law is being violated, provided no such agency or office shall
disclose such returns or return information, other than in a judicial or
administrative proceeding to which such agency or office is a party
pertaining to the enforcement of state or federal law, as the case may
be, in a form which can be associated with, or otherwise identify,
directly or indirectly, a particular taxpayer except that the names and
addresses of jurors or potential jurors and the fact that the names were
derived from the list of taxpayers pursuant to chapter 884 may be
disclosed by the judicial branch; (2) returns or return information to
the Auditors of Public Accounts, when required in the course of duty
under chapter 23; (3) returns or return information to tax officers of
another state or of a Canadian province or of a political subdivision of
such other state or province or of the District of Columbia or to any
officer of the United States Treasury Department or the United States
Department of Health and Human Services, authorized for such
purpose in accordance with an agreement between this state and such
other state, province, political subdivision, the District of Columbia or
department, respectively, when required in the administration of taxes
imposed under the laws of such other state, province, political

subdivision, the District of Columbia or the United States, respectively,
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and when a reciprocal arrangement exists; (4) returns or return
information in any action, case or proceeding in any court of
competent jurisdiction, when the commissioner or any other state
department or agency is a party, and when such information is directly
involved in such action, case or proceeding; (5) returns or return
information to a taxpayer or its authorized representative, upon
written request for a return filed by or return information on such
taxpayer; (6) returns or return information to a successor, receiver,
trustee, executor, administrator, assignee, guardian or guarantor of a
taxpayer, when such person establishes, to the satisfaction of the
commissioner, that such person has a material interest which will be
affected by information contained in such returns or return
information; (7) information to the assessor or an authorized
representative of the chief executive officer of a Connecticut
municipality, when the information disclosed is limited to (A) a list of
real or personal property that is or may be subject to property taxes in
such municipality, or (B) a list containing the name of each person who
is issued any license, permit or certificate which is required, under the
provisions of this title, to be conspicuously displayed and whose
address is in such municipality; (8) real estate conveyance tax return
information or controlling interest transfer tax return information to
the town clerk or an authorized representative of the chief executive
officer of a Connecticut municipality to which the information relates;
(9) estate tax returns and estate tax return information to the Probate
Court Administrator or to the court of probate for the district within
which a decedent resided at the date of the decedent's death, or within
which the commissioner contends that a decedent resided at the date
of the decedent's death or, if a decedent died a nonresident of this
state, in the court of probate for the district within which real estate or
tangible personal property of the decedent is situated, or within which
the commissioner contends that real estate or tangible personal
property of the decedent is situated; (10) returns or return information
to the Secretary of the Office of Policy and Management for purposes
of subsection (b) of section 12-7a; (11) return information to the Jury
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Administrator, when the information disclosed is limited to the names,
addresses, federal Social Security numbers and dates of birth, if
available, of residents of this state, as defined in subdivision (1) of

subsection (a) of section 12-701, as amended; (12) pursuant to

regulations adopted by the commissioner, returns or return
information to any person to the extent necessary in connection with
the processing, storage, transmission or reproduction of such returns
or return information, and the programming, maintenance, repair,
testing or procurement of equipment, or the providing of other
services, for purposes of tax administration; (13) without written
request and unless the commissioner determines that disclosure would
identify a confidential informant or seriously impair a civil or criminal
tax investigation, returns and return information which may constitute
evidence of a violation of any civil or criminal law of this state or the
United States to the extent necessary to apprise the head of such
agency or office charged with the responsibility of enforcing such law,
in which event the head of such agency or office may disclose such
return information to officers and employees of such agency or office
to the extent necessary to enforce such law; (14) names and addresses
of operators, as defined in section 12-407, as amended, to tourism
districts, as defined in section 10-397; [and] (15) names of each licensed
dealer, as defined in section 12-285, as amended, and the location of

the premises covered by the dealer's license; and (16) return

information of a distributor licensed under the provisions of chapter

214 or chapter 214a to a tobacco product manufacturer that places

funds into escrow pursuant to the provisions of subsection (a) of

section 4-28i, when the information disclosed is limited to information

relating to such manufacturer's sales to consumers within this state,

whether directly or through a distributor, dealer or similar

intermediary or intermediaries, of cigarettes, as defined in section 4-

28h, and when there is reasonable cause to believe that such

manufacturer is not in compliance with section 4-28i.

Sec. 5. Section 12-37 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2004):
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(@) Wherever used in this section, "tax" includes not only the
principal of any tax but also includes the principal of any license,
permit and fee and also all interest, fees, penalties, forfeitures and
other charges which may be added by law to the principal of any such
tax, license, permit and fee. Each state collection agency may have a
suspense tax book. Any state collection agency may, at any time,
deliver to the Treasurer and Comptroller a statement showing: (1) The
amount of such uncollectible tax shown on the records of the agency;
(2) the date when each such tax became due and payable; (3) the name
and address of the person against whom each such tax was levied; [/]
and (4) the reason why the agency believes each such tax to be
uncollectible. At the end of such statement, the agency head shall
certify that to the best of his or her knowledge and belief each tax
shown in such statement has not been paid and is uncollectible. Each
tax so designated and certified as uncollectible shall thereupon be
transferred by such state collection agency to its suspense tax book,
and its records shall be written up accordingly. Each tax so transferred
shall not thereafter be included as an asset of the state. The amount of
each tax so transferred during the last fiscal year and the name and
address of the person against whom each such tax was levied shall be
available to the public for inspection by any person. [Not less than
seven years after delivering such a statement to the Treasurer and the
Comptroller, the head of the collection agency may request the
Abatement Review Committee, as established by section 12-3b, to
approve the abatement of any tax designated on such statement as

uncollectible. Nothing herein contained] Nothing in this subsection

shall be construed as an abatement of any tax so transferred, but any
such tax, as it has been increased by interest, penalties, fees, fines,
forfeitures and other charges, may be collected by the state collection

agency then or subsequently in office.

(b) Not less than three vears after delivering a statement, as

described in subsection (a) of this section, to the Treasurer and the

Comptroller, the collection agency may, in accordance with section 12-

39, as amended by this act, request the Secretary of the Office of Policy
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and Management to approve the abatement of any tax designated on

such statement as uncollectible.

Sec. 6. Subsection (a) of section 12-39 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2004):

(@) When any tax payable to the Commissioner of Revenue Services
by any person, as defined in section 12-1, has been found to be
uncollectible, said commissioner, upon the approval of the [Abatement
Review Committee, as established by section 12-3b, may,] Secretary of
the Office of Policy and Management, may, in accordance with section

12-37, as amended by this act, and except as otherwise provided by

law, abate, in whole or in part, such tax and any penalty or interest
payable in connection therewith to the state by such person. Upon
such approval, said commissioner shall certify such abatement to the

Treasurer and Comptroller.

Sec. 7. Section 12-475 of the general statutes is repealed and the

following is substituted in lieu thereof (Effective from passage):

(@) The Commissioner of Revenue Services shall prescribe

regulations for the enforcement of this chapter.

(b) The commissioner is authorized to avail himself or herself of the
services of the state police and the Commissioner of Motor Vehicles in

enforcing this chapter.

(c) The amount of any tax, penalty or interest due and unpaid under
the provisions of this chapter may be collected under the provisions of
section 12-35. The warrant therein provided for shall be signed by the
commissioner or his or her authorized agent. The amount of any such
tax, penalty and interest shall be a lien, from the last day of the month
next preceding the due date of such tax until discharged by payment,
against all real estate of the taxpayer within the state, and a certificate

of such lien signed by the commissioner may be filed for record in the
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office of the clerk of any town in which such real estate is situated,
provided no such lien shall be effective as against any bona fide
purchaser or qualified encumbrancer of any interest in any such
property. When any tax with respect to which a lien has been recorded
under the provisions of this section has been satisfied, the
commissioner, upon request of any interested party, shall issue a
certificate discharging such lien, which certificate shall be recorded in
the same office in which the lien is recorded. Any action for the
foreclosure of such lien shall be brought by the Attorney General in the
name of the state in the superior court for the judicial district in which
the property subject to such lien is situated, or, if such property is
located in two or more judicial districts, in the superior court for any
one such judicial district, and the court may limit the time for
redemption or order the sale of such property or make such other or

further decree as it judges equitable.

(d) In carrying out the provisions of this chapter, the commissioner,

and any representative of the commissioner authorized to conduct any

inquiry, investigation or hearing, may administer oaths and take

testimony under oath in any inquiry or investigation related to the tax

imposed under this chapter. At any such hearing ordered by the

commissioner, the commissioner or the commissioner's representative

authorized to conduct such hearing and to issue such process as may

be necessary for such hearing mav subpoena witnesses and require the

production of books, papers and documents pertinent to such inquiry.

No witness under subpoena shall be excused from testifying or from

producing books or other documentary evidence on the ground that

such testimony or the production of such books or other documentary

evidence would tend to incriminate the witness provided such

evidence or the books or other documentary evidence so produced

shall not be used in anv criminal proceeding against the witness. If any

person disobeys such process or, having appeared in obedience to such

process, refuses to answer any pertinent question put to him or her by

the commissioner or the commissioner's authorized representative, or

to produce any books and other documentary evidence pursuant to
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such questioning, the commissioner or such representative mavy apply

to the superior court for the judicial district in which the taxpaver

resides or in which the business has been conducted setting forth such

disobedience to process or refusal to answer. The court shall order

such person to appear before said court to answer such gquestion or to

produce such books and documentary evidence and, upon such

person's refusal to do so, shall commit such person to a community

correctional center until such person testifies, but not for a longer

period than sixty days. Notwithstanding the serving of the term of

such commitment by any person, the commissioner may proceed in all

respects with such inquiry and examination as if the witness had not

previously been called upon to testify.

Sec. 8. Section 12-491 of the general statutes is repealed and the

following is substituted in lieu thereof (Effective from passage):

(a) The Commissioner of Revenue Services is authorized to avail
himself or herself of the services of the state police, the Commissioner
of Motor Vehicles and the Department of Public Utility Control in
enforcing the provisions of this chapter.

(b) In carryving out the provisions of this chapter, the commissioner,

and any representative of the commissioner authorized to conduct any

inquiry, investigation or hearing, may administer oaths and take

testimony under oath in any inquiry or investigation related to the tax

imposed under this chapter. At any such hearing ordered by the

commissioner, the commissioner or the commissioner's representative

authorized to conduct such hearing and to issue such process as may

be necessary for such hearing mav subpoena witnesses and require the

production of books, papers and documents pertinent to such inquiry.

No witness under subpoena shall be excused from testifying or from

producing books or other documentary evidence on the ground that

such testimony or the production of such books or other documentary

evidence would tend to incriminate the witness provided such

evidence or the books or other documentary evidence so produced
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shall not be used in anv criminal proceeding against the witness. If any

person disobeys such process or, having appeared in obedience to such

process, refuses to answer any pertinent question put to him or her by

the commissioner or the commissioner's authorized representative, or

to produce any books and other documentary evidence pursuant to

such questioning, the commissioner or such representative may apply

to the superior court for the judicial district in which the taxpaver

resides or in which the business has been conducted setting forth such

disobedience to process or refusal to answer. The court shall order

such person to appear before said court to answer such gquestion or to

produce such books and documentary evidence and, upon such

person's refusal to do so, shall commit such person to a community

correctional center until such person testifies, but not for a longer

period than sixty days. Notwithstanding the serving of the term of

such commitment by any person, the commissioner may proceed in all

respects with such inquiry and examination as if the witness had not

previously been called upon to testify.

Sec. 9. Subsection (b) of section 12-494 of the general statutes, as
amended by section 40 of public act 03-2, is repealed and the following
is substituted in lieu thereof (Effective from passage):

(b) The rate of tax imposed under subdivision (1) of subsection (a) of
this section shall, in lieu of the rate under said subdivision (1), be
imposed on certain conveyances as follows: (1) In the case of any
conveyance of real property which at the time of such conveyance is
used for any purpose other than residential use, except unimproved
land, the tax under said subdivision (1) shall be imposed at the rate of
one per cent of the consideration for the interest in real property
conveyed; [and] (2) in the case of any conveyance in which the real
property conveyed is a residential estate, including a primary dwelling

and any auxiliary housing or structures, regardless of the number of

deeds, instruments or writings used to convey such residential estate,

for which the consideration or aggregate consideration, as the case

may be, in such conveyance is eight hundred thousand dollars or
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more, the tax under said subdivision (1) shall be imposed (A) at the
rate of one-half of one per cent on that portion of such consideration
up to and including the amount of eight hundred thousand dollars,
and (B) at the rate of one per cent on that portion of such consideration
in excess of eight hundred thousand dollars; and (3) in the case of any
conveyance in which real property on which mortgage payments have
been delinquent for not less than six months is conveyed to a financial
institution or its subsidiary which holds such a delinquent mortgage
on such property, the tax under said subdivision (1) shall be imposed
at the rate of one-half of one per cent of the consideration for the

interest in real property conveyed.

Sec. 10. Subsection (b) of section 12-690 of the general statutes, as
amended by section 16 of public act 03-225, is repealed and the

following is substituted in lieu thereof (Effective from passage):

(b) (1) The Commissioner of Revenue Services may require the
tiling, by computer transmission or by employing new technology as it
is developed, of any return, statement or other document that is
required by law or regulation to be filed with said commissioner (A)
by any person who is required under the provisions of this chapter to
pay the tax, to which such return, statement or other document
pertains, by electronic funds transfer, or (B) by any other person who is
described in regulations adopted under this subsection by said

commissioner in accordance with the provisions of chapter 54.

(2) (A) Notwithstanding any provision of law, including, but not

limited to sections 12-30 and 12-419b, if the commissioner determines

that the enforcement of this section is being adversely affected, the

commissioner may impose a late filing penalty of fifty dollars on any

return, statement or other document required to be filed under this

subsection and treated under subparagraph (B) or (C) of this

subdivision as a return, statement or other document not filed in a

timely manner. Any such late filing penalty shall be in addition to any

other late payment penalty. For purposes of this subdivision, "any
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return, statement or other document required to be filed under this

subsection" means any return, statement or other document required

under either subparagraph (A) or (B) of subdivision (1) of this

subsection to be filed with the commissioner by computer transmission

or by employing new technology specified by said commissioner.

(B) Any return, statement or other document required to be filed

under this subsection that is filed other than by computer transmission

or other than by employing new technology specified by said

commissioner shall be treated under this subdivision as a return,

statement or other document not filed in a timely manner.

(C) Any return, statement or other document required to be filed

under this subsection that is filed by computer transmission or by

emploving new technology specified by said commissioner but that is

filed after its due date, determined with regard to any extension of

time for filing, shall be treated under this subdivision as a return,

statement or other document not filed in a timely manner.

(3) The commissioner may, upon application, if it is proven to the

satisfaction of the commissioner that the failure to file a return,

statement or other document required to be filed under this subsection

in a timely manner is due to reasonable cause and is not due to

negligence or intentional disregard of the provisions of this subsection,

waive all or any part of such penalty. If the commissioner does not,

upon application, waive all or any part of such penalty, any person

agerieved by such action of the commissioner may, not later than

thirty days after notice of such action is mailed or delivered to such

person, appeal such action to the superior court for the judicial district

of New Britain. The appeal shall be accompanied by a citation to the

commissioner to appear before said court. Such citation shall be signed

by the same authority, and such appeal shall be returnable at the same

time and served and returned in the same manner as is required in

case of a summons in a civil action. The authority issuing the citation

shall take from the appellant a bond or recognizance to the state of
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Connecticut with surety to prosecute the appeal to effect and to

comply with the orders and decrees of the court in the premises. Such

appeals shall be preferred cases, to be heard, unless cause appears to

the contrary, at the first session, by the court or by a committee

appointed by it. Such court may grant such relief as may be equitable.

If the appeal is without probable cause, the court may tax double or

triple costs, as the case demands; and, upon all such appeals which

may be denied, costs may be taxed against the appellant at the

discretion of the court, but no costs shall be taxed against the state.

Sec. 11. Section 12-707 of the general statutes, as amended by section
4 of public act 03-107, is repealed and the following is substituted in
lieu thereof (Effective January 1, 2005, and applicable to wages and

nonpayroll amounts paid on or after January 1, 2005):

(a) (1) Each employer required to deduct and withhold tax under

this chapter from the wages of employees shall be liable for such tax

and shall file a withholding return as prescribed by the Commissioner
of Revenue Services and pay over to the commissioner, or to a
depositary designated by the commissioner, the taxes so required to be
deducted and withheld at the [same] times [that such employer is
required, under federal law and regulations, to pay over federal taxes
that are required to be deducted and withheld from wages of
employees, except if the amount of taxes required to be deducted and
withheld in a calendar quarter is less than five hundred dollars and if
the employer is required, under federal law and regulations, to pay
over federal taxes that are required to be deducted and withheld from
wages of employees on or before the last day of the month next
succeeding such calendar quarter, the employer shall file a
withholding return and pay over such taxes on or before the last day of
the month next succeeding the calendar quarter for which the taxes

were deducted and withheld] specified in subsection (b) of this section.

(2) Each paver of nonpayroll amounts shall deduct and withhold tax

under this chapter from the nonpayroll amounts of pavyees, shall be
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liable for such tax, and shall file a withholding return as prescribed by

the commissioner and pay over to the commissioner, or to a depository

designated by the commissioner, the taxes so required to be deducted

and withheld at the times specified in subsection (b) of this section.

(b) (1) (A) With respect to the tax required to be deducted and
withheld under this chapter from wages paid during any calendar vear

beginning on or after January 1, 2005, and in accordance with an

annual determination described in subdivision (2) of this subsection,

each emplover shall be either a weekly remitter, monthly remitter or

quarterly remitter for the calendar vear. If an emplover is a weekly

remitter, the employer shall pay over to the commissioner the tax

required to be deducted and withheld under this chapter in

accordance with subdivision (3) of this subsection. If an emplover is a

monthly remitter, the emplover shall pay over to the commissioner the

tax required to be deducted and withheld under this chapter in

accordance with subdivision (4) of this subsection. If an emplover is a

quarterly remitter, the emplover shall pay over to the commissioner

the tax required to be deducted and withheld under this chapter in

accordance with subdivision (5) of this subsection. Notwithstanding

any provision of this subsection, if an emplover is a household

emplover, the employer shall pay over to the commissioner the tax

required to be deducted and withheld under this chapter in

accordance with subdivision (6) of this subsection.

(B) With respect to the tax required to be deducted and withheld
under this chapter from nonpavyroll amounts paid during anv calendar

year beginning on or after January 1, 2005, and in accordance with an

annual determination described in subdivision (2) of this subsection,

each paver shall be either a weekly remitter, monthly remitter or

quarterly remitter for the calendar year. If a paver is a weekly remitter,

the paver shall pay over to the commissioner the tax required to be

deducted and withheld under this chapter in accordance with

subdivision (3) of this subsection. If a pavyer is a monthly remitter, the

paver shall pay over to the commissioner the tax required to be
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deducted and withheld under this chapter in accordance with

subdivision (4) of this subsection. If a payer is a quarterly remitter, the

paver shall pay over to the commissioner the tax required to be

deducted and withheld under this chapter in accordance with

subdivision (5) of this subsection.

(2) (A) The annual determination for an employer required to
deduct and withhold tax under this chapter shall be based on the
emplover's reported liability for the tax required to be deducted and

withheld under this chapter during the twelve-month look-back

period, provided, if any employer fails timely to file one or more

required withholding tax returns for the four quarterly periods within

the twelve-month look-back period, the commissioner may base the

annual determination for the employer on any information available to

the commissioner. If an emplover's reported liability for the tax

required to be deducted and withheld under this chapter during the

twelve-month look-back period was more than ten thousand dollars,

the emplover is a weekly remitter for the calendar vear next

succeeding such twelve-month period. If an emplover's reported
liability for the tax required to be deducted and withheld under this

chapter during the twelve-month look-back period was more than two

thousand dollars but not more than ten thousand dollars, the employer

is a monthly remitter for the calendar vear next succeeding such

twelve-month period. If an emplover's reported liability for the tax

required to be deducted and withheld under this chapter during the

twelve-month look-back period was two thousand dollars or less, the

emplover is a quarterly remitter for the calendar vear next succeeding

such twelve-month period. Notwithstanding any provision of this

section, if an employver is a seasonal employer, the annual

determination shall be based on the seasonal emplover's reported
liability for the tax required to be deducted and withheld under this
chapter during the twelve-month look-back period multiplied by a

fraction, the numerator of which is four, and the denominator of which

is the number of quarterly periods during such twelve-month period

that the emplovyer paid wages to emplovees.
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(B) The annual determination for a paver required to deduct and

withhold tax under this chapter shall be based on the paver's reported
liability for the tax required to be deducted and withheld under this
chapter during the look-back calendar vear, provided, if any paver

fails timely to file the required withholding tax return for the look-back

calendar vear, the commissioner may base the annual determination

for the paver on any information available to the commissioner. If a

paver's reported liability for the tax required to be deducted and

withheld under this chapter during the look-back calendar year was

more than ten thousand dollars, the paver is a weekly remitter for the

calendar vear for which the annual determination is being made. If a

paver's reported liability for the tax required to be deducted and

withheld under this chapter during the look-back calendar year was

more than two thousand dollars but not more than ten thousand

dollars, the paver is a monthly remitter for the calendar vear for which

the annual determination is being made. If a payer's reported liability

for the tax required to be deducted and withheld under this chapter

during the look-back calendar vear was two thousand dollars or less,

the paver is a quarterly remitter for the calendar vear for which the

annual determination is being made.

(3) (A) An emplover that is a weekly remitter shall pay over to the

department the tax required to be deducted and withheld from wages

under this chapter on or before the Wednesday next succeeding the

weekly period during which the wages from which the tax was

required to be deducted and withheld were paid to emplovyees.

(B) A payer that is a weekly remitter shall pay over to the

department the tax required to be deducted and withheld from

nonpayroll amounts under this chapter on or before the Wednesday

next succeeding the weekly period during which the nonpayroll

amounts from which the tax was required to be deducted and

withheld were paid to payees.

(4) (A) An emplover that is a monthly remitter shall pay over to the
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department the tax required to be deducted and withheld from wages

under this chapter on or before the fifteenth day of the month next

succeeding the month during which the wages from which the tax was

required to be deducted and withheld were paid to emplovyees.

(B) A paver that is a monthly remitter shall pay over to the

department the tax required to be deducted and withheld from

nonpayroll amounts under this chapter on or before the fifteenth day

of the month next succeeding the month during which the nonpavroll

amounts from which the tax was required to be deducted and

withheld were paid to pavyees.

(5) (A) An emplover that is a quarterly remitter shall pay over to the

department the tax required to be deducted and withheld from wages

under this chapter on or before the last day of the month next

succeeding the quarterly period during which the wages from which

the tax was required to be deducted and withheld were paid to

employees.

(B) A paver that is a quarterly remitter shall pay over to the

department the tax required to be deducted and withheld from

nonpavyroll amounts under this chapter on or before the last day of the

month next succeeding the quarterly period during which the

nonpavyroll amounts from which the tax was required to be deducted

and withheld were paid to payees.

(6) An emplover that is a household employer shall pay over to the

department the tax required to be deducted and withheld under this

chapter on or before the April fifteenth next succeeding the calendar

yvear during which the wages from which the tax was required to be

deducted and withheld were paid to household employees.

(c) In the case of an overpayment of tax under this chapter by an
employer, refund or credit shall be made to the employer only to the
extent that the amount of such overpayment was not deducted and

withheld by the employer.
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[(b)] (d) The amount of tax required to be deducted and withheld
and paid over to the commissioner under this chapter, when so
deducted and withheld, shall be held to be a special fund in trust for
the state. No employee or other person shall have any right of action
against the employer in respect to any moneys deducted and withheld
from wages and paid over to the commissioner in compliance or in

intended compliance with this chapter.

(e) As used in this section:

(1) "Emplover" means an emplover, as defined in Section 3401 of the

Internal Revenue Code;

(2) "Payer" means a person making a payment of nonpavroll

amounts to one or more pavees;

(3) "Pavee" means a person receiving a payment of nonpayroll

amounts from a paver;

(4) "Nonpayroll amounts" means and includes (A) gambling

winnings, other than Connecticut lottery winnings, that are paid to a

resident, or to someone receiving payment on behalf of a resident, and

that are subject to federal income tax withholding; (B) Connecticut

lottery winnings that are required to be reported by the Connecticut

Lottery Corporation to the Internal Revenue Service, whether or not

subject to federal income tax withholding, whether paid to a resident,

nonresident or a part-vear resident, and whether paid to an individual,

trust or estate; (C) pension and annuity distributions, where the

recipient is a resident individual and has requested that tax be

deducted and withheld under this chapter; (D) military retired pay,

where the payee is a resident individual and has requested that tax be

deducted and withheld under this chapter; (E) unemployment

compensation, where the recipient has requested that tax be deducted

and withheld under this chapter; and (F) pavments made to an athlete

or entertainer, where the payments are not wages for federal income

tax withholding purposes and where the commissioner requires the
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paver to deduct and withhold tax under this chapter;

(5) "Reported liability" means, in the case of an employer, the
liability for the tax required to be deducted and withheld under this
chapter, as shown on the emplover's withholding tax returns for the

four quarterly periods within the twelve-month look-back period, and,

in the case of a paver, the liability for the tax required to be deducted

and withheld under this chapter, as shown on the paver's withholding

tax return for the look-back calendar vear;

(6) "Twelve-month look-back period" means the twelve-month

period that ended on the June thirtieth next preceding the calendar

year for which the annual determination for an emplover is made by

the commissioner;

(7) "Look-back calendar vear" means the calendar year preceding by

two vears the calendar yvear for which the annual determination for a

paver is made by the commissioner;

(8) "Seasonal employer" means an emplover that regularly in the

same one or more quarterly periods of each calendar yvear pays no

wages to emplovees;

(9) "Household employee" means an employee whose services of a

household nature in or about a private home of an employer constitute

domestic service in a private home of the emplover, as the phrase is

used in Section 3121(a)(7) of the Internal Revenue Code or in

regulations adopted thereunder;

(10) "Household emplover" means an emplover of a household

employee;

(11) "Weekly period" means the seven-day period beginning on a

Saturday and ending on the following Friday; and

(12) "Quarterly period" means the period of three full months

beginning on the first day of January, April, July or October.
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Sec. 12. Section 12-687 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective January 1, 2005, and

applicable to payments required to be made on or after said date):

(@) Any electronic funds transfer shall be initiated in a timely
fashion in order to ensure that the bank account designated by the
department is credited by electronic funds transfer for the amount of
the tax payment required to be made by such method on or before the
due date thereof. [, or, in the case of the payment over by an employer
of income tax deducted and withheld from employee wages, the next
succeeding day that is not a Saturday, Sunday or legal holiday, as
defined in section 12-39a.]

(b) (1) Where a tax payment is required to be made by electronic
funds transfer, any payment made by other than electronic funds
transfer shall be treated as a tax payment not made in a timely manner,
and any payment made by electronic funds transfer, where the bank
account designated by the department is not credited for the amount
of the tax payment on or before the due date thereof [, or in the case of
the payment over by an employer of income tax deducted and
withheld from employee wages, the next succeeding day that is not a
Saturday, Sunday or legal holiday, as defined in section 12-39a,] shall
be treated as a tax payment not made in a timely manner. Any tax
payment treated under this subsection as a tax payment not made in a
timely manner shall be subject to penalty and interest in accordance

with the applicable provisions of the general statutes.

(2) Where any tax payment is treated under this subsection as a tax
payment not made in a timely manner because it is made by other than
electronic funds transfer, there shall be imposed a penalty equal to ten
per cent of the tax payment required to be made by electronic funds
transfer. Where any tax payment made by electronic funds transfer is
treated under this subsection as a tax payment not made in a timely
manner because the bank account designated by the department is not

credited by electronic funds transfer for the amount of the tax payment
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on or before the due date thereof, there shall be imposed a penalty
equal to two per cent of the tax payment required to be made by
electronic funds transfer, if such failure to pay by electronic funds
transfer is for not more than five days, five per cent of the tax payment
required to be made by electronic funds transfer, if such failure to pay
by electronic funds transfer is for more than five days but not more
than fifteen days, and ten per cent of the tax payment required to be
made by electronic funds transfer, if such failure to pay by electronic

funds transter is for more than fifteen days.

Sec. 13. Subsections (b) and (c) of section 12-719 of the general
statutes are repealed and the following is substituted in lieu thereof
(Effective from passage and applicable to taxable years commencing on or after
January 1, 2004, and applicable to estimated composite income tax payments
required to be made on or after said effective date):

[(b) In lieu of filing a return pursuant to this section, the
commissioner may, pursuant to requirements and conditions set forth
in forms and instructions, provide for the filing of a group return for
electing nonresident partners by a partnership doing business in this
state or having income derived from or connected with sources within
this state. As required by the commissioner, the partnership as agent
for the electing partners shall make the payments of tax, estimated tax,
additions to tax, interest and penalties otherwise required to be paid
by the electing partners. The provisions of this subsection shall also
apply to trusts and estates, and to S corporations, and wherever
reference is made in this subsection to partnerships and partners, such
reference shall be construed as including trusts and estates and

beneficiaries thereof, and S corporations and shareholders thereof.]

(b) (1) With respect to each of its nonresident partners, each

partnership doing business in this state or having income derived from

or connected with sources within this state shall, for each taxable vear,

either timely file with the commissioner a group return, as provided in

subdivision (2) of this subsection, or make payment to the
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commissioner as provided in subdivision (3) of this subsection.

(2) (A) (i) A partnership with two or more qualified electing

nonresident partners for a taxable yvear may file a group return. A

eroup return under this subdivision shall be considered a group of

separate returns and shall satisfy the filing requirements otherwise

separately imposed on each qualified electing nonresident partner

included in the group return by this chapter.

(i1) Nothing in this subdivision shall be construed as precluding the

commissioner, in his or her sole discretion, from requiring the filing of

a separate tax return under this chapter by a qualified electing

nonresident partner.

(iii) Nothing in this subdivision shall be construed as excusing a

partner on whose behalf income tax has been paid under this

subdivision by a partnership from the obligation to file his or her own

separate tax return under this chapter if the conditions enumerated in

subparagraph (B) of this subdivision are not met by such partner. In

such event, such partner shall receive credit for the income tax paid

under this subdivision by the partnership on his or her behalf,

provided no overpayment attributable to such tax having been paid at

the highest marginal tax rate in effect under section 12-700 for the

taxable vear shall be refunded or credited to the partner.

(B) A "qualified electing nonresident partner" is one who meets all

of the following conditions: (i) The partner was a nonresident

individual for the entire taxable vear; (ii) the partner did not maintain

a permanent place of abode in Connecticut at any time during the

taxable vear; (iii) the only source of income derived from or connected

with Connecticut sources of the partner, or the partner and his or her

spouse if a joint federal income tax return is or shall be made, is from

one or more pass-through entities, as defined in subparagraph (C) of

subdivision (3) of this subsection; (iv) the partner waives the right to

claim any Connecticut personal exemption under section 12-702 and

any Connecticut personal credit under section 12-703; (v) the partner
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does not have Connecticut alternative minimum tax liability under

section 12-700a for the taxable vear; (vi) the partner has the same

taxable vear as the other gualified electing nonresident partners; and

(vii) the partner elects to be included in a group return by completing

and delivering to the partnership a form prescribed by the

commissioner for such purpose prior to the filing of the group return

by the partnership. By making such election, which shall be binding

upon the partner's heirs, representatives, assigns, successors, executors

and administrators, the partner expressly consents to personal

jurisdiction in Connecticut for Connecticut income tax purposes and

waives his or her right to request, on his or her own behalf or with

others making such election, an extension of time to pay Connecticut

income tax. A qualified electing nonresident partner mav neither

revoke an election after delivering to the partnership an election form

nor make an election after the fifteenth day of the fourth month

following the close of such partner's taxable year. The election form

shall be maintained on file by the partnership and shall be subject to

inspection by the department.

(C) A partnership filing a group return on behalf of its qualified

electing nonresident partners shall show the exact name and address

of the partnership as shown on its informational return under section

12-726, as amended by this act, the taxable year of the partnership and

the taxable vear of the qualified electing nonresident partners. A group

return shall be signed by a partner having the authority to act as an

agent for all qualified electing nonresident partners. The election form,

as described in subparagraph (B) of this subdivision, shall constitute

written evidence of such authority and of the election by the partner to

be included in the group return. The due date of the group return is
the fifteenth day of the fourth month following the close of the taxable

vear of the qualified electing nonresident partners. In addition, the

partnership shall include with the group return a schedule showing

each qualified electing nonresident partner's name and address; Social

Security number; distributive share of partnership income, gain, loss or

deduction derived from or connected with sources within this state, as
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determined under this chapter; distributive share of partnership

income, gain, loss or deduction derived from or connected with

sources without this state, as determined under this chapter; income

tax under this chapter, as computed by multiplying the partner's

distributive share of partnership income, gain, loss or deduction

derived from or connected with sources within this state by the highest

marginal tax rate in effect under section 12-700 for the taxable vear;

and estimated tax paid, if any, under section 12-722. As required by the

commissioner, the partnership as agent for the qualified electing

nonresident partners shall make the payments of tax, estimated tax,

additions to tax, interest and penalties otherwise required to be paid

by such partners.

(D) The provisions of this subdivision shall also apply to a trust or

estate with two or more qualified electing nonresident beneficiaries,

and wherever reference is made in this subdivision to a partnership

and its partners, such reference shall be construed as including a trust

or estate and the beneficiaries thereof.

(3) (A) Any payment under this subdivision shall be in an amount

equal to the highest marginal tax rate in effect under section 12-700 for

the taxable vear multiplied by the subject partner's distributive share

of such partnership's separately and nonseparately stated items, as

described in Section 702(a) of the Internal Revenue Code, to the extent

derived from or connected with sources within this state, as reflected

on the partnership's annual return for the taxable vear under section

12-726, as amended by this act. Any amount paid by a partnership to

this state with respect to any taxable vear pursuant to this subdivision

shall be considered to be a payment by the partner on account of the

income tax imposed on the partner for such taxable year pursuant to
this chapter. A partnership shall not be liable to, and shall be entitled

to recover a payment made pursuant to this subdivision from, the

partner on whose behalf the payment was made. Any estimated tax

installment shall be made on or before the due date of such installment

pursuant to section 12-722, and any other payment for a taxable vear
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shall be made on or before the date the annual return for such taxable

year is required to be filed pursuant to section 12-726, as amended by

this act. The partnership shall furnish, on a form prescribed by the

commissioner, to each partner on whose behalf payment was made
under this subdivision no later than the fifteenth day of the third

month following the close of the partnership's taxable vear a record of

the amount of the tax paid on behalf of such partner by the partnership

with respect to the taxable year.

(B) Notwithstanding any provision of subparagraph (A) of this

subdivision, a partnership shall not be required to make a payment on

account of the income tax imposed on a partner for a taxable vyear

pursuant to this chapter if (i) the partner's distributive share of

partnership income, to the extent derived from or connected with

sources within this state, as reflected on the partnership's annual

return for the taxable yvear under section 12-726, as amended by this

act, is less than one thousand dollars; (ii) the department has

determined by regulation, ruling or instruction that the partner's

income is not subject to the provisions of this subdivision; (iii) the

partner has elected to be included in a group return being filed by the

partnership under subdivision (2) of this subsection;, or (iv) the

partnership is a publicly traded partnership, as defined in Section

7704(b) of the Internal Revenue Code, that is treated as a partnership

for federal income tax purposes and that has agreed to file the annual

return pursuant to section 12-726, as amended by this act, and to report

therewith the name, address, Social Security number or federal

emplover identification number, and other information required by the

department concerning each unitholder whose distributive share of

partnership income, to the extent derived from or connected with

sources within this state, as reflected on such annual return, is more
than five hundred dollars.

(C) If a member of a pass-through entity, referred to in this

subparagraph as an "upper-tier pass-through entity", is itself a pass-

through entity, the member, referred to in this subparagraph as a
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"lower-tier pass-through entity", shall be subject to the same

requirements to make payment, on behalf of its members, of the

income tax imposed on those members pursuant to this chapter that

apply to the upper-tier pass-through entity under this subdivision. The

department shall apply the income tax paid by the upper-tier pass-

through entity, on behalf of the lower-tier pass-through entity, to the

income tax required to paid by the lower-tier pass-through entity, on

behalf of its members. For purposes of this subdivision, "pass-through

entity" means an S corporation, general partnership, limited

partnership, limited liability partnership or limited liability company

that is treated as a partnership for federal income tax purposes; and

"member" means a shareholder of an S corporation, a partner in a

general partnership, a limited partnership, or a limited liability

partnership and a member of a limited liability company that is treated

as a partnership for federal income tax purposes.

(c) (1) With respect to each of its nonresident shareholders, each S
corporation doing business in this state or having income derived from
or connected with sources within this state shall, for each taxable
[period] year, either [(A)] timely file with the commissioner [an
agreement] a group return on behalf of its qualified electing

nonresident shareholders, as provided in subdivision (2) of this

subsection, or [(B)] make payment to the commissioner as provided in
subdivision (3) of this subsection. [Any S corporation which timely
files an agreement as provided in said subdivision (2) with respect to a
nonresident shareholder for a taxable period shall be considered to
have timely filed such an agreement for each subsequent taxable
period. Any S corporation which does not timely file such an
agreement for a taxable period shall not be precluded from timely

filing such an agreement for subsequent taxable periods.]

[(2) An agreement under this subdivision shall be an agreement by a
nonresident shareholder of the S corporation (A) to file a return in
accordance with the provisions of this chapter and to make timely

payment of all taxes imposed on the shareholder by this state with

LCO No. 1829 {D:\Conversion\Tob\s\2004SB-00421-R00-SB.doc } 28 of 36



Raised Bill No. 421

890
891
892
893
894
895
896
897

898
899
900
901
902
903

904
905
906
907

908
909
910
911
912
913
914
915
916
917

918
919
920
921

respect to the income of the S corporation and (B) to be subject to
personal jurisdiction in this state for purposes of the collection of
income taxes, together with related additions to tax, interest and
penalties, imposed on the shareholder by this state with respect to the
income of the S corporation. Such an agreement shall be considered to
be timely filed for a taxable period and for all subsequent taxable
periods if it is filed on or before the date the annual return for such

taxable period is required to be filed pursuant to section 12-726.]

(2) (A) (i) An S corporation with two or more qualified electing

nonresident shareholders for a taxable year may file a group return. A

eroup return under this subdivision shall be considered a group of

separate returns and shall satisfy the filing requirements otherwise

separately imposed on each qualified electing nonresident shareholder

included in the group return by this chapter.

(i1) Nothing in this subdivision shall be construed as precluding the

commissioner, in his or her sole discretion, from requiring the filing of

a separate tax return under this chapter by a qualified electing

nonresident shareholder.

(iii) Nothing in this subdivision shall be construed as excusing a

shareholder on whose behalf income tax has been paid under this

subdivision by an S corporation from the obligation to file his or her

own separate tax return under this chapter if the conditions

enumerated in subparagraph (B) of this subdivision are not met by the

shareholder. In such event, the shareholder shall receive credit for the

income tax paid under this subdivision by the S corporation on his or

her behalf, provided no overpayment attributable to such tax having

been paid at the highest marginal tax rate in effect under section 12-700

for the taxable vear shall be refunded or credited to the shareholder.

(B) As used in this subsection, "qualified electing nonresident

shareholder" is one who meets all of the following conditions: (i) the

shareholder was a nonresident individual for the entire taxable vear;

(i1) the shareholder did not maintain a permanent place of abode in
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Connecticut at any time during the taxable year; (iii) the only source of

income derived from or connected with Connecticut sources of the

shareholder, or the shareholder and his or her spouse if a joint federal

income tax return is or shall be made, is from one or more pass-

through entities, as defined in subparagraph (C) of subdivision (3) of

subsection (b) of this section; (iv) the shareholder waives the right to

claim any Connecticut personal exemption under section 12-702 and

any Connecticut personal credit under section 12-703; (v) the

shareholder does not have Connecticut alternative minimum tax

liability under section 12-700a for the taxable year; (vi) the shareholder

has the same taxable year as the other qualified electing nonresident

shareholders; and (vii) the shareholder elects to be included in a group

return by completing and delivering to the S corporation an election

form prescribed by the commissioner for such purpose prior to the

filing of the group return by the S corporation. By making such

election, which shall be binding upon the shareholder's heirs,

representatives, assigns, successors, executors and administrators, the

shareholder expressly consents to personal jurisdiction in Connecticut

for Connecticut income tax purposes and waives his or her right to

request, on his or her own behalf or with others making such election,

an extension of time to pay Connecticut income tax. A qualified

electing nonresident shareholder mayv neither revoke an election after

delivering to the S corporation an election form nor make an election

after the fifteenth day of the fourth month following the close of such

shareholder's taxable year. The election form shall be maintained on

file by the S corporation and shall be subject to inspection by the
department.

(C) An S corporation filing a group return on behalf of its qualified

electing nonresident shareholders shall show the exact name and

address of the S corporation as shown on its informational return

under section 12-726, as amended by this act, the taxable vear of the S

corporation and the taxable vear of the qualified electing nonresident

shareholders. A group return shall be signed by a shareholder having

the authority to act as an agent for all qualified electing nonresident
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shareholders. The election form, as described in subparagraph (B) of

this subdivision, shall constitute written evidence of such authority

and of the election by the shareholder to be included in the group

return. The due date of the group return is the fifteenth day of the

fourth month following the close of the taxable vear of the gualified

electing nonresident shareholders. In addition, the S corporation shall

include with the group return a schedule showing each qualified

electing nonresident shareholder's name and address; Social Security

number; pro rata share of S corporation income, gain, loss or deduction

derived from or connected with sources within this state, as

determined under this chapter; pro rata share of S corporation income,

gain, loss or deduction derived from or connected with sources

without this state, as determined under this chapter; income tax under

this chapter, as computed by multiplying the shareholder's pro rata

share of S corporation income, gain, loss or deduction derived from or

connected with sources within this state by the highest marginal tax

rate in effect under section 12-700 for the taxable year; and estimated

tax paid, if any, under section 12-722. As required by the

commissioner, the S corporation as agent for the qualified electing

nonresident shareholders shall make the payments of tax, estimated

tax, additions to tax, interest and penalties otherwise required to be

paid by such shareholders.

(3) (A) Any payment under this subdivision shall be in an amount
equal to the highest marginal tax rate in effect under section 12-700, as

amended, multiplied by [the sum of (A) to the extent derived from or

connected with sources within this state as reflected on the S
corporation's annual return for the taxable period under section 12-726,
the amount of] the subject shareholder's pro rata share of such
corporation's separately computed items, as defined in Section 1366 of
the Internal Revenue Code, [and (B)] to the extent derived from or
connected with sources within this state as reflected on the S
corporation's annual return for the taxable [period] year under section
12-726, as amended by this act. [the amount of such shareholder's pro

rata share of such corporation's nonseparately computed items, as
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defined in Section 1366 of the Internal Revenue Code, to the extent
includable, if the shareholder is an individual, in such shareholder's
Connecticut adjusted gross income or, if the shareholder is a trust or
estate, in such shareholder's Connecticut taxable income.] Any amount
paid by an S corporation to this state with respect to any taxable
[period] year pursuant to this subdivision shall be considered to be a
payment by the shareholder on account of the income tax imposed on
the shareholder for such taxable [period] year pursuant to this chapter.
An S corporation shall be entitled to recover a payment made pursuant
to this subdivision from the shareholder on whose behalf the payment
was made. Any estimated tax installment shall be made on or before
the due date of such installment pursuant to section 12-722, and any
other payment for a taxable [period] year shall be made at or before the
date the annual return for such taxable [period] year is required to be

filed pursuant to section 12-726.

(B) Notwithstanding the provisions of subparagraph (A) of this

subdivision, an S corporation shall not be required to make a payment

on account of the income tax imposed on a shareholder for a taxable

year pursuant to this chapter if (i) the shareholder's distributive share

of S corporation income, to the extent derived from or connected with

sources within this state, as reflected on the S corporation's annual

return for the taxable yvear under section 12-726, as amended by this

act, is less than one thousand dollars; (ii) the department has

determined by regulation, ruling or instruction that the shareholder's

income is not subject to the provisions of this subdivision; or (iii) the

shareholder has elected to be included in a group return being filed by

the S corporation under subdivision (2) of this subsection.

(C) For purposes of this subdivision, the provisions of subparagraph

(C) of subdivision (3) of subsection (b) of this section apply.

Sec. 14. Section 12-726 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and
applicable to taxable years commencing on or after January 1, 2004):
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(a) Each partnership having any income derived from or connected
with sources [in] within this state, determined in accordance with the
provisions of this chapter, shall make a return for the taxable year
setting forth all items of income, gain, loss and deduction, and the
name, address and social security or federal employer identification
number of each partner, whether or not a resident of this state, who
would be entitled to share in the net income if distributed and the
amount of the distributive share of each partner derived from or
connected with sources within this state, the amount of the distributive
share of each partner derived from or connected with sources without
this state and such other pertinent information as the Commissioner of
Revenue Services may prescribe by regulations and instructions. Such
return shall be filed on or before the fifteenth day of the fourth month
following the close of each taxable year. [The provisions of this
subsection shall also apply to trusts and estates, and their
beneficiaries.] The partnership shall, on or before the day on which
such return is filed, furnish to each person who was a partner during
the taxable year a copy of such information as shown on the return.
[Wherever reference is made in this subsection to partnerships and
their partners, such reference shall be construed as including trusts

and estates and their beneficiaries, respectively.] The partnership shall

attach to its return a list showing the name and Social Security number

of each partner included in a group return under subdivision (2) of

subsection (b) of section 12-719, as amended by this act, for the taxable

yvear within or with which the taxable year of the partnership ends.

(b) Each S corporation [carrying on or having the right to carry on
business in this state, as the term is used in section 12-214] having any
income derived from or connected with sources within this state,

determined in accordance with the provisions of this chapter, shall

make a return for the taxable year setting forth all items of income,
gain, loss and deduction, and the name, address and social security or
federal employer identification number of each shareholder, the pro
rata share of each shareholder of S corporation income derived from or

connected with sources within this state, the pro rata share of each
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shareholder of S corporation income derived from or connected with
sources without this state, and such other pertinent information as the
Commissioner of Revenue Services may prescribe by regulations and
instructions. Such return shall be filed on or before the fifteenth day of
the fourth month following the close of each taxable year. The S
corporation shall, on or before the day on which such return is filed,

furnish to each person who was a shareholder during the taxable year

a copy of such information as shown on the return. The S corporation

shall attach to its return a list showing the name and Social Security

number of each shareholder included in a group return under

subdivision (2) of subsection (c) of section 12-719, as amended by this

act, for the taxable year within or with which the taxable vear of the S

corporation ends.

Sec. 15. Subdivision (1) of subsection (j) of section 12-722 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage and applicable to taxable years commencing
on or after January 1, 2004):

(G) (1) No addition to tax shall be imposed under subsection (a) of
this section for any taxable year if the tax shown on the return for such
taxable year, or, if no return is filed, the tax, reduced by the tax
withheld under this chapter, is [five hundred dollars or] less than one

thousand dollars.

Sec. 16. Subsection (b) of section 12-743 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from
passage and applicable to taxable years beginning on or after January 1,
2004):

(b) The Commissioner of Revenue Services shall revise the tax
return form to implement the provisions of subsection (a) of this
section which form shall include spaces on the return in which
taxpayers may indicate their intention to make a contribution, in a

whole dollar amount, in accordance with this section. [The spaces shall

include three boxes for each account with suggested whole dollar
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amounts, with the lowest suggested contribution being at least two
dollars, and one additional box for other whole dollar amounts.] The
commissioner shall include in the instructions accompanying the tax
return a description of the purposes for which the organ transplant
account, the AIDS research education account, the endangered species,
natural area preserves and watchable wildlife account, the breast
cancer research and education account and the safety net account were
created.

Sec. 17. (Effective from passage) Section 12-39s of the general statutes
is repealed.

Sec. 18. (Effective July 1, 2004) Section 12-3b of the general statutes is
repealed.

This act shall take effect as follows:

Section 1 July 1, 2004

Sec. 2 from passage

Sec. 3 from passage

Sec. 4 from passage

Sec. 5 July 1, 2004

Sec. 6 July 1, 2004

Sec. 7 from passage

Sec. 8 from passage

Sec. 9 from passage

Sec. 10 from passage

Sec. 11 January 1, 2005, and applicable to wages and nonpayroll
amounts paid on or after January 1, 2005

Sec. 12 January 1, 2005, and applicable to payments required to
be made on or after said date

Sec. 13 from passage and applicable to taxable years commencing
on or after January 1, 2004, and applicable to estimated
composite income tax payments required to be made on
or after said effective date

Sec. 14 from passage and applicable to taxable years commencing
on or after January 1, 2004

Sec. 15 from passage and applicable to taxable years commencing
on or after January 1, 2004
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Sec. 16 from passage and applicable to taxable years beginning
on or after January 1, 2004

Sec. 17 from passage

Sec. 18 July 1, 2004

Statement of Purpose:

To enable the Commissioner of Revenue Services to (1) enter into
agreements with other states for the reciprocal collection of taxes, (2)
cancel any tax, interest and penalty that a taxpayer is shown to owe,
when said tax, interest and penalty has been paid, (3) limit tax
avoidance, (4) permit disclosure of cigarette distributors' sales data for
the purpose of enforcing the tobacco Master Settlement Agreement, (5)
shorten the time to abate taxes by requiring fewer officials to approve
those abatements, (6) take testimony under oath and avail herself of
the ability to subpoena persons or other evidence in cases involving
the Motor Vehicles Fuel and Motor Carrier Road Taxes, (7) ensure that
the tax owed on residential property in excess of eight hundred
thousand dollars will be properly assessed and collected, (8) impose a
penalty for failure to file a return electronically, if so required, (9)
establish due dates for paying over Connecticut income tax
withholding by employers, (10) require a pass-through entity to pay
income tax on behalf of its nonresident members on their distributive
share of pass-through entity income, (11) provide that for income tax
purposes, no addition to tax will be imposed if tax shown on the
income tax return, reduced by the income tax withheld, is less than one
thousand dollars, and (12) simplify the check-off contribution boxes on
the state income tax form.

[Proposed deletions are enclosed in brackets. Proposed additions are indicated by underline,
except that when the entire text of a bill or resolution or a section of a bill or resolution is new, it is
not underlined.]
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