General Assembly Raised Bill No. 1266

January Session, 2005 LCO No. 4192

*04192 FIN®

Referred to Committee on Finance, Revenue and Bonding

Introduced by:
(FIN)

AN ACT CONCERNING THE PROCESSING OF TAX RETURNS BY
THE DEPARTMENT OF REVENUE SERVICES.

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

Section 1. Subsection (c) of section 10-228b 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repealed and the following is substituted in lieu thereof (Effective from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,
2005):

= 0 N -

(c) Such applications may be submitted to the Commissioner of
Revenue Services on an ongoing basis. The commissioner shall review
each application and shall, not later than thirty days following its

receipt, approve or disapprove the application. The decision of the

O 0 3 O U1

commissioner to approve or disapprove an application pursuant to the
10  provisions of this section shall be in writing and, if the commissioner
11  approves the proposal, the commissioner shall state the maximum
12 credit allowable to the business firm. [A copy of the decision shall be
13 attached to the tax return of the business firm upon which the tax

14  credit granted pursuant to this section is claimed.]

15 Sec. 2. Subsection (j) of section 10-416 of the general statutes is
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repealed and the following is substituted in lieu thereof (Effective from
passage and applicable to taxable years commencing on or after January 1,
2005):

(j) The Commissioner of Revenue Services shall grant a tax credit to
a taxpayer holding the tax credit voucher issued under subsections (e)
to (i), inclusive, of this section against any tax due under chapter 207,
208, 209, 210, 211 or 212 in the amount specified in the tax credit
voucher. [Such taxpayer shall submit the voucher and the
corresponding tax return to the Department of Revenue Services.] The

commission shall provide a copy of the voucher to the Commissioner

of Revenue Services, upon the request of said commissioner.

Sec. 3. Subsection (f) of section 12-217e of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from
passage and applicable to income years commencing on or after January 1,
2005):

(f) [Any taxpayer claiming the credit allowed by this section shall
submit to the Commissioner of Revenue Services] The Commissioner

of Economic and Community Development shall provide a copy of the

applicable eligibility certificate [with his tax return in each income year

for which a deduction is claimed] to the Commissioner of Revenue

Services upon request.

Sec. 4. Subsections (e) and (f) of section 12-217n of the general
statutes are repealed and the following is substituted in lieu thereof
(Effective from passage and applicable to income years commencing on or after
January 1, 2005):

(e) In addition to the wage base test set forth in subsection (f) of this
section, any aerospace company or in the case of a combined return,
any combined group including an aerospace company, shall be subject
to this subsection for any income year commencing on or after January
1, 1993, and prior to January 1, 1996. For purposes of this subsection,

an aerospace company is any taxpayer, whether or not included in a
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combined return, engaged principally in the aerospace industry whose
research and development expenses during each of the income years
beginning on or after January 1, 1990, 1991 and 1992, respectively,
exceeded two hundred million dollars. No aerospace company, or in
the case of a combined return, a combined group including an
aerospace company, shall be allowed any credit under this section for
any income year to which this subsection applies in which the
aggregate transfers by an aerospace company, if any, of historical
economic base functions outside of this state, other than to a location
outside the United States, since January 1, 1993, through the end of
such income year, have materially reduced the historical economic
base functions in this state. For purposes of this subsection, the
historical economic base functions shall be those economic base
functions conducted by an aerospace company, which need not be all
economic base functions of the aerospace company, in this state on
January 1, 1993, whose continuance in this state, as determined by the
commissioner in his discretion, will further the policies set forth in
section 32-221. Such historical economic base functions shall be set
forth in a binding memorandum of understanding between the
commissioner and an aerospace company that may be entered into at
any time prior to the expiration of the first income year to which this
subsection applies, with sufficient specificity to allow the
commissioner and the aerospace company to determine in all income
years subject to this subsection whether there has been such a
reduction in said historical economic base functions. As a prerequisite
to the allowance of any credit otherwise allowable under this section
for any income year to which this subsection applies, each aerospace
company shall obtain a certificate of eligibility issued by the
commissioner to the aerospace company for such income year. The
aerospace company shall within sixty days of the close of each income
year to which this subsection applies certify to the commissioner that
there has been no such aggregate material reduction in the historical
economic base functions in this state for the income year just

completed that otherwise has not been offset as provided below.
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Within sixty days thereafter, the commissioner shall review the
certification and, if the commissioner determines that there has been
no such net aggregate material reduction in the historical economic
base functions in this state, the commissioner shall issue a certificate of
eligibility for said income year. The following shall not constitute a
material reduction in the historical economic base functions in this
state: (1) A reduction of not more than two per cent of the historical
economic base functions; (2) transfer of an historical economic base
function to a person in this state; (3) transfer of a historical economic
base function outside of the United States; or (4) reductions in
historical economic base functions attributable to reductions in
volume, productivity improvements or the discontinuance of
operations due to obsolescence or the like. Any transfers that may
otherwise be counted in determining if a material reduction occurred
may be offset to the extent economic base functions listed in, or
comparable to those listed in, the memorandum of understanding are
increased in this state, transferred into this state, or established in this
state. Any such increase, transfer or establishment made during an
income year, or subsequent to such income year but prior to the filing
of the return for such income year, shall be effective for such income
year and all income years thereafter. The commissioner may issue or
reissue a certificate of eligibility for the applicable income year
following any such offset. [The aerospace company, or in the case of a
combined return including an aerospace company, the combined
group, shall include its certificate of eligibility and memorandum of
understanding with its corporation business tax return for any
applicable income year. Information provided under this subsection
and subsection (f) of this section shall be treated as provided in

subsection (k) of section 32-11a.] The commissioner shall provide a

copy of the certificate of eligibility and memorandum of

understanding to the Commissioner of Revenue Services upon request.

(f) The tentative credit allowable to the taxpayer, or in the case of a
combined return, the combined group, that pays or incurs research

and development expenses in excess of two hundred million dollars
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for the income year shall be reduced for any income year in which the
workforce reductions, if any, exceed the percentages set forth below.
For purposes of this subsection, workforce reductions shall be
reductions of the historical Connecticut wage base of the taxpayer, or
in the case of a combined return, the combined group, as a result of the
transfer outside of this state, other than to a location outside the United
States, of work done by employees of the taxpayer, or in the case of a
combined return, the combined group. Such reduction in the tentative
credit shall be as follows: (1) If the historical Connecticut wage base for
the income year is so reduced by not more than two per cent, the
tentative credit allowable for the income year shall not be reduced; (2)
if the historical Connecticut wage base for the income year is so
reduced by more than two per cent but not more than three per cent,
the tentative credit allowable for the income year shall be reduced by
ten per cent; (3) if the historical Connecticut wage base for the income
year is so reduced by more than three per cent but not more than four
per cent, the tentative credit allowable for the income year shall be
reduced by twenty per cent; (4) if the historical Connecticut wage base
for the income year is so reduced by more than four per cent but not
more than five per cent, the tentative credit allowable for the income
year shall be reduced by forty per cent; (5) if the historical Connecticut
wage base for the income year is so reduced by more than five per cent
but not more than six per cent, the tentative credit allowable for the
income year shall be reduced by seventy per cent; and (6) if the
historical Connecticut wage base for the income year is so reduced by
more than six per cent, no credit for the income year shall be allowed.
The Connecticut wage base for any income year shall be the total
wages assigned to Connecticut for such income year under section 12-
218 excluding wages paid to the ten most highly-compensated
executives of the taxpayer, or in the case of a combined return, the
combined group, and any compensation that does not subject the
recipient thereof to federal income tax thereon in said income year. The
historical Connecticut wage base shall be the Connecticut wage base

for the third full income year immediately preceding the current
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income year; provided the historical Connecticut wage base for the
tirst three income years commencing on or after January 1, 1993, shall
be the Connecticut wage base for May 1993, converted to an annual
basis. The following shall not constitute a workforce reduction for any
income year: (A) A reduction of wages attributable to the transfer of
work done by a taxpayer, or in the case of a combined return, by the
combined group, in this state to a party in this state; (B) a reduction of
wages attributable to the transfer of work done by a taxpayer, or in the
case of a combined return, by the combined group, outside the United
States; or (C) a reduction in wages attributable to reductions in
volume, productivity improvements or the discontinuance of
operations due to obsolescence or the like. Solely for purposes of
determining whether the allowable credit is to be reduced under this
subsection for any income year, the Connecticut wages attributable to
any new jobs or jobs moved into this state by the taxpayer, or in the
case of a combined return, the combined group, during such income
year or subsequent to such income year but prior to the filing of the
return for such income year shall be an offset to any workforce
reduction of a taxpayer, or in the case of a combined return, the
combined group, for said income year. A new job shall be a job that
did not exist in the business of a taxpayer, or in the case of a combined
return, a member of the combined group, in this state at the end of the
income year just completed. Notwithstanding subsection (g) of this
section, a taxpayer may elect for any income year to separately
compute its allowable tentative credit under this subsection for any
one or more business units that had gross revenues for such income
year in excess of one hundred million dollars. Any taxpayer subject to
this subsection shall within sixty days of the close of each income year
certify to the commissioner whether or not there has been any
workforce reduction for the income year just completed, the amount
thereof, and any offsets thereto as provided above. Within sixty days
thereafter, the commissioner shall review the certification and, if the
commissioner determines that there has been no more than a six per

cent workforce reduction, net of any such offsets, the commissioner
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shall issue a certificate of eligibility stating the amount of net
workforce reduction so determined for said income year, if any. The
commissioner shall not issue a certificate of eligibility for any income
year in which the commissioner determines that there has been more
than a six per cent net workforce reduction. [The taxpayer, or in the
case of a combined return, the combined group, shall file such a
certificate of eligibility with any return on which a credit subject to this

subsection is claimed.] The commissioner shall provide a copy of the

certificate of eligibility to the Commissioner of Revenue Services upon
request.

Sec. 5. Subsection (d) of section 12-217p 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,
2005):

[(d) Any business firm claiming the credit allowed by this section
shall submit documentation to the Commissioner of Revenue Services
that the revolving loan fund complies with written procedures for
revolving loan funds established by the Connecticut Housing Finance

Authority under subsection (c) of this section.]

(d) The Connecticut Housing Finance Authority shall provide

written confirmation to the Commissioner of Revenue Services, upon

said commissioner's request, that an emplover revolving loan fund

complies with the written procedures established pursuant to

subsection (c) of this section.

Sec. 6. Subsection (d) of section 12-217t of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from
passage and applicable to income years commencing on or after January 1,
2005):

(d) In the case of leased electronic data processing equipment, the
lessee, not the lessor, shall be entitled to claim the credit allowed

pursuant to this section if the lease by its terms or operation imposes
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on the lessee the cost of the personal property taxes on such
equipment, provided the lessor and lessee may elect, in writing, that
the lessor may claim the credit provided by this section. [Such election
shall be attached to the tax return filed by the lessor on which such

credit is claimed.] The lessor shall provide a copy of such election to

the Commissioner of Revenue Services, upon the request of said

commissioner.

Sec. 7. Subsection (j) of section 12-217u of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from
passage and applicable to income years commencing on or after January 1,
2005):

[() Any taxpayer claiming a credit allowed under this section shall
submit to the Commissioner of Revenue Services a copy of the
certificate of eligibility with its tax return for each income year for

which the credit is claimed.]

(i) The commissioner shall provide a copy of the certificate of

eligibility to the Commissioner of Revenue Services upon request.

Sec. 8. Subsection (a) of section 12-221a of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from
passage and applicable to income years commencing on or after January 1,
2005):

(a) If the method of apportionment prescribed in sections 12-218, 12-
218a and 12-219a, as administered by the Commissioner of Revenue
Services and applied to the business of any company, unfairly
attributes to this state an undue proportion of its net income or

minimum tax base, such company may submit a petition, in writing, to

said commissioner for approval of an alternate method of

apportionment [by filing with] no later than the due date of its return,

[to the commissioner a statement of] stating its objections and [of] such
other proposed method of apportionment as it believes proper and

equitable under the circumstances, accompanied by supporting details
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and proofs. The commissioner, within a reasonable time thereafter,
shall notify the company whether the proposed method is accepted as
reasonable and equitable and, if so accepted, shall adjust the return

and tax accordingly.

Sec. 9. Section 12-256 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2005):

[(a) Each person carrying on an express business on railroads, and
each person conducting a telegraph or cable business shall pay an
annual tax upon the gross earnings from (1) the routes in this state in
the case of any person carrying on such an express business, and (2)
the lines in this state in the case of any person conducting a telegraph
or cable business, provided in the case of a person conducting a
telegraph business the tax imposed under this section shall only be
applicable with respect to a person conducting such business, and the
services offered by such person, subject to tax under this section on
January 1, 1986. No deduction shall be allowed from such gross
earnings from operations for commissions, rebates or other payments,
except such refunds as arise from errors or overcharges. Each such
person shall, on or before April first, annually, render to the
Commissioner of Revenue Services a return signed by the treasurer, or
the person performing the duties of treasurer, or an authorized agent
or officer of the business or system operated by such person, on forms
prescribed or furnished by the commissioner specifying: The name and
location within this state of such business or system or, if it has no
location within this state, where such business or system is located; the
total amount of gross earnings subject to the tax imposed under this
section for the year ending the thirty-first day of December next
preceding or for each lesser period of consecutive time during such
year, each such year or period being in this chapter and chapter 212a
called a "tax year", in which business or operations were carried on in
this state; the total miles of railway routes which each of the persons
doing an express business was entitled to operate under contracts with
railroad companies and the number of miles of such railway routes
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within this state on the first day and on the last day of the tax year; the
total miles of wires operated by each of the persons conducting a
telegraph or cable business and the total miles of such wires operated

within this state on the first day and on the last day of the tax year.]

[(b)] () For purposes of this [subsection] section, "quarterly period"
means a period of three calendar months commencing on the first day
of January, April, July or October and ending on the last day of March,

June, September or December, respectively.

(b) Each person operating a community antenna television system
under chapter 289 and each person operating a business that provides
one-way transmission to subscribers of video programming by satellite
shall pay a quarterly tax upon the gross earnings from (1) the lines,
facilities, apparatus and auxiliary equipment in this state used for
operating a community antenna television system, or (2) the
transmission to subscribers in this state of video programming by
satellite, as the case may be. No deduction shall be allowed from such
gross earnings for operations related to commissions, rebates or other
payments, except such refunds as arise from errors or overcharges. On
or before the last day of the month next succeeding each quarterly
period, each such person shall render to the commissioner a return on
forms prescribed or furnished by the commissioner, signed by the
person performing the duties of treasurer or an authorized agent or
officer of the system operated by such person, which return shall
include information regarding the name and location within this state
of such system and the total amount of gross earnings derived from
such operations and such other facts as the commissioner may require
for the purpose of making any computation required by this chapter.
[This section shall not affect returns and taxes due on April 1, 2003,
under the provisions of this section prior to February 28, 2003. For any
tax due for the period September 1, 2003, to January 1, 2004, in the case
of any person operating a business that provides one-way transmission
to subscribers of video programming by satellite, said period shall be

treated as a quarterly period for purposes of this subsection.]
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Sec. 10. Section 12-258 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2005, and

applicable to quarterly periods commencing on and after said date):

(a) Each person included in section 12-256, as amended by this act,
shall be taxed upon the amount of the gross earnings in each [tax year
or] quarterly period [, as the case may be,] from the [lines, routes, or]
lines, facilities, apparatus and auxiliary equipment operated by it in
this state, or from the transmission of video programming by satellite

to this state, as the case may be, at the rates provided in this section.

(b) Gross earnings for any [tax year or] quarterly period, for the
purposes of assessment and taxation, shall be as follows: In the case of
a person carrying on the business wholly within the limits of this state,
the entire amount of the gross earnings subject to the tax imposed

under section 12-256, as amended by this act; in the case of a person

also carrying on the business outside of this state, a portion of the
entire amount of the gross earnings subject to the tax imposed under

section 12-256, as amended by this act, apportioned to this state as

follows: [In the case of a person carrying on an express business on
railroads, such portion of the gross earnings of such person from the
railway routes operated by it as is represented by the ratio of the total
number of miles of railway routes in this state which such person was
entitled to operate under contracts with railroad companies on the first
day and on the last day of such tax year to the total number of miles of
such railway routes within and without this state on said dates; in the
case of a person conducting telegraph or cable business, such portion
of the total gross earnings from the lines operated by it as is
represented by the ratio of the total number of miles of wires operated
by such person within this state on the first day and on the last day of
such tax year to the total number of miles of wires operated by such
person both within and without this state on said dates; in] In the case
of a person operating a community antenna television system, such
portion of the total gross earnings from the lines, facilities, apparatus

and auxiliary equipment operated by it as is represented by the total
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number of miles of lines operated by such person within this state on
the first day and on the last day of such quarterly period to the total
number of miles of lines operated by such person both within and
without the state on said dates; and in the case of a person operating a
business that provides one-way transmission to subscribers of video
programming by satellite, such portion of the total gross earnings from
the transmission to subscribers in this state as is represented by the
total number of subscribers served by such person within this state on
the first day and on the last day of such quarterly period to the total
number of subscribers served by such person both within and without

the state on said dates.

(c) The rates of tax on the gross earnings as determined in this
section shall be as follows: (1) [Persons carrying on an express
business, two per cent of such gross earnings; (2) persons conducting a
telegraph or cable business, four and one-half per cent of such gross
earnings; (3) persons] Persons operating a community antenna
television system, [and persons operating a business that provides one-
way transmission to subscribers of video programming by satellite,]
five per cent of such gross earnings, reduced by any assessments made
pursuant to section 16-49 which are attributable to the year in which

such tax is assessed, and (2) persons operating a business that provides

one-way transmission to subscribers of video programming by

satellite, five per cent of such gross earnings.

Sec. 11. Section 12-268a of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2005):

(a) If the method of apportionment provided for in section 12-251,
section 12-258, as amended by this act, or section 12-265 unfairly

attributes to this state an undue proportion of its business activity, a

company or municipal utility may submit a petition, in writing, to the

Commissioner of Revenue Services for approval of an alternate

method of apportionment [by filing with its return to the

commissioner a statement of] not later than the due date of its return,
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stating its objections and [of] such proposed other method of
apportionment as it believes proper and equitable under the
circumstances, accompanied by supporting details and proofs. The
commissioner, within a reasonable time thereafter, shall notify the
company or municipal utility whether the proposed method is
accepted as reasonable and equitable and, if so accepted, shall adjust

the return and tax accordingly.

(b) With respect to any company or municipal utility included in
section 12-249, [section] 12-256, as amended by this act, or [section] 12-
264, the commissioner, at any time within three years after the filing by

it of a return based on the method of apportionment provided for in
section 12-249, section 12-258, as amended by this act, or section 12-

265, may change such method if, in [his] such commissioner's opinion,

such method has operated or will operate so as to subject the company
or municipal utility to taxation on a lesser portion of its business
activity than is properly and equitably attributable to this state, and
shall thereupon proceed to assess and collect taxes in accordance with

such method as so changed by [him] such commissioner.

Sec. 12. Section 12-284b of the general statutes is repealed and the

following is substituted in lieu thereof (Effective from passage):
(a) As used in this section:

(1) "S corporation" means any corporation which is an S corporation
for federal income tax purposes and which is [required to file an
annual report with the Secretary of the State as provided in section 33-

617] either (A) a domestic S corporation, or (B) a foreign S corporation

that is required to obtain a certificate of authority from the Secretary of

the State before transacting business in this state, whether or not it has

obtained such a certificate;

(2) ['limited] "Limited liability company" [or "LLC"] means any
limited liability company which is, for federal income tax purposes,

either treated as a partnership, if it has two or more members, or
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disregarded as an entity separate from its owner, if it has a single
member, and which is [required to file an annual report with the
Secretary of the State as provided in section 34-112] either (A) a
domestic limited liability company, or (B) a foreign limited liability

company that is required to register with the Secretary of the State

before transacting business in this state, whether or not it has so

registered;

(3) ['limited] "Limited liability partnership" [or "LLP"] means any
limited liability partnership which is [required to file an annual report
with the Secretary of the State as provided in section 34-413] either (A)
a domestic limited liability partnership, or (B) a foreign limited liability

partnership that is required to file a certificate of authority with the

Secretary of the State before transacting business in this state, whether

or not it has filed such certificate;

(4) ['limited] 'Limited partnership" [or "LP"] means any limited
partnership which is [required to file an annual report with the
Secretary of the State as provided in section 34-38n] either (A) a
domestic limited partnership, or (B) a foreign limited partnership that

is required under chapter 610 to register with the Secretary of the State

before transacting business in this state, whether or not it has so

registered; [and]

(5) ["taxable] "Taxable year" means taxable year, for federal income

tax purposes;

(6) "Affected business entity" means any S corporation, limited

liability company, limited liability partnership or limited partnership,

as defined in this subsection;

(7) "Domestic S corporation", "domestic limited liability company",

"domestic limited liability partnership" or "domestic limited

partnership" means any such corporation, company or partnership that

is formed under the laws of this state;
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(8) "Foreign S corporation”, "foreign limited liability company",

"foreign limited liability partnership" or "foreign limited partnership"

means any such corporation, company or partnership that is not a

domestic corporation, company or partnership.

(b) Each limited liability company, limited liability partnership,
limited partnership and S corporation shall be liable for the tax

imposed by this section for each taxable vear or portion thereof that

such company, partnership or corporation is an affected business

entity. Each affected business entity shall annually, on or before the

tifteenth day of the fourth month following the close of its taxable year,
pay to the Commissioner of Revenue Services a tax in the amount of
two hundred fifty dollars. [With respect to taxable years commencing
on or after January 1, 2003, and prior to January 1, 2004, any company
subject to the tax imposed in accordance with this subsection shall pay,
for each such taxable year, an additional tax in an amount equal to
twenty per cent of the tax imposed under this subsection for such
taxable year. The additional amount of tax for the taxable year
commencing on or after January 1, 2003, shall constitute a part of the
tax imposed by the provisions of this subsection and shall become due

and be paid, collected and enforced as provided by in this section.]

(c) Upon failure of any [such limited liability company, limited
liability partnership, limited partnership or S corporation] affected

business entity to pay the tax due under this section within thirty days

of the due date, the provisions of section 12-35 shall apply with respect
to the enforcement of this section and the collection of such tax. The
warrant therein provided for shall be signed by the commissioner or
an authorized agent of the commissioner. The amount of any such tax,
penalty and interest shall be a lien, from the thirty-first day of
December 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 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
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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 was 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) If any [limited liability company, limited liability partnership,

limited partnership or S corporation] affected business entity fails to
pay the amount of tax reported to be due on such entity’s return
within the time specified under the provisions of this section, there
shall be imposed a penalty of fifty dollars, which penalty shall be
payable to, and recoverable by, the commissioner in the same manner
as the tax imposed under this section. Subject to the provisions of
section 12-3a, the commissioner may waive all or part of the penalties
provided under this section when it is proven to the commissioner's
satisfaction that the failure to pay any tax was due to reasonable cause

and was not intentional or due to neglect.

(e) If any tax is not paid when due as provided in this section, there
shall be added to the amount of the tax interest at the rate of one per
cent per month or fraction thereof from the date the tax became due

until it is paid.

(f) If the commissioner is satisfied beyond a reasonable doubt that
the failure to file a return or to pay the tax was due to reasonable cause
and was not intentional or due to neglect, the commissioner may abate

or remit the whole or any part of any penalty under this section.
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(g) The provisions of sections 12-548 to 12-554, inclusive, and section
12-555a shall apply to the provisions of this section in the same manner
and with the same force and effect as if the language of said sections
12-548 to 12-554, inclusive, and section 12-555a had been incorporated
in full into this section and had expressly referred to the tax under this
section, except to the extent that any such provision is inconsistent

with a provision of this section.

Sec. 13. Section 12-287 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2005):

Each person engaging in, or intending to engage in, the business of
selling cigarettes in this state as a dealer shall secure a license from the
Commissioner of Revenue Services before engaging in such business
or continuing to engage therein. Subject to the provisions of section 12-
286, such license shall be renewable annually. The annual fee for a
dealer's license shall be twenty-five dollars. Such license shall be valid
for a period beginning with the date of license to the thirtieth day of
September next succeeding the date of license unless sooner revoked
as provided in section 12-295, or unless the person to whom it was
issued discontinues business, in either of which cases the holder of the
license shall immediately return it to the commissioner. In the event of
mutilation or destruction of such license, a duplicate copy, marked as
such, shall be issued by said commissioner upon application.

[accompanied by a fee of five dollars.]

Sec. 14. Subsection (b) of section 12-293a of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(b) Each licensed distributor or dealer who owns or operates [more
than five] one or more cigarette vending machines shall file a report
with the Commissioner of Revenue Services, [on or before the fifteenth
day of each month, a report] at such time and in such form as the

commissioner may prescribe. [for the calendar month immediately

preceding, which report shall disclose the number of cigarette vending
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machines owned, operated, acquired and disposed of by him, together
with such other information as the commissioner shall require. Each
licensed distributor or dealer who owns or operates not more than five
cigarette vending machines shall file such report with the
commissioner semiannually, at such time and in such form as the

commissioner may prescribe.]

Sec. 15. Section 12-330b of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2005):

[Each] Except as otherwise provided in section 12-330d, as amended

by this act, each distributor or unclassified importer shall obtain a

license issued by the commissioner before manufacturing, purchasing,
importing, receiving or acquiring any tobacco products in this state.
The commissioner may, in his discretion, refuse to issue a license if he
has reasonable ground to believe (1) that the applicant has wilfully
made any false statement of substance with respect to such application
for license, (2) that the applicant has neglected to pay any taxes due to
this state, or (3) that the applicant has been convicted of violating any
of the cigarette or other tobacco product tax laws of this or any other
state or the cigarette tax laws of the United States or has such a
criminal record that the commissioner reasonably believes that such
applicant is not a suitable person to be issued a license, provided no
refusal shall be rendered under this subdivision except in accordance
with the provisions of sections 46a-80 and 46a-81. The fee for a
distributor's license shall be one hundred dollars a year. There shall be
no fee for an unclassified importer's license. Each license so issued
shall be properly displayed on the premises covered by the license.
The commissioner shall prescribe the form of application for a

distributor's license and for an unclassified importer's license.

Sec. 16. Section 12-330d of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2005):

(a) [Each] Except as otherwise provided in subsection (b) of this

section, each licensed distributor and [each] licensed unclassified
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importer shall file with the commissioner, on or before the twenty-fifth
day of each month, a report for the calendar month immediately
preceding in such form and containing such information as the
commissioner may prescribe. The return shall be accompanied by a
payment of the amount of the tax shown to be due thereon. [The
commissioner may, by regulations adopted in accordance with chapter
54, require that each distributor and unclassified importer report the
names and addresses of its customers, if any, annually, with changes in
such lists to be reported to the commissioner monthly not later than
the tenth day of each month.] If any person fails to pay the amount of
tax reported due on its report within the time specified under this
section, there shall be imposed a penalty equal to ten per cent of such
amount due and unpaid, or fifty dollars, whichever is greater. Such
amount shall bear interest at the rate of one per cent per month or
fraction thereof, from the due date of such tax until the date of
payment. Subject to the provisions of section 12-3a, the commissioner
may waive all or part of the penalties provided under this chapter
when it is proven to the commissioner's satisfaction that the failure to
pay any tax was due to reasonable cause and was not intentional or

due to neglect.

(b) Each licensed distributor who does not acquire untaxed tobacco

products shall file with the commissioner, on or before the twenty-fifth

day of each July, a report for the twelve-month period ending the June

thirtieth immediately preceding, in such form and containing such

information as the commissioner may prescribe, and bearing notice

that it shall be filed under penalty of false statement. Each distributor

required to file a report pursuant to this subsection shall maintain

records of (1) the persons from whom tobacco products were acquired

by the distributor, including the quantities and dates of such

acquisitions, (2) the persons to whom tobacco products were sold,

including the quantities and dates of such sales, and (3) any other

information deemed necessary by the commissioner. As used in this

subsection and subsection (¢) of this section, "untaxed tobacco

products" means tobacco products other than taxed tobacco products,
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and "taxed tobacco products" means tobacco products acquired from a

licensed distributor who is subject to the tax imposed on tobacco

products by this chapter.

(c) If, in the commissioner's discretion the enforcement of this

chapter would not be adversely affected, the commissioner may adopt

regulations, in accordance with the provisions of chapter 54, to (1)

exempt unclassified importers from the licensing requirements of

section 12-330b, as amended by this act, (2) exempt unclassified

importers from the monthly reporting requirements of this section,

and (3) require unclassified importers, not later than twenty-four hours

after acquiring untaxed tobacco products, to (A) file a report with the

commissioner in such form as the commissioner prescribes and

bearing notice that it shall be filed under penalty of false statement,

and (B) pay the amount of tax shown to be due on such untaxed

tobacco products.

Sec. 17. Subsection (b) of section 12-392 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(b) (1) The tax imposed by this chapter shall be reported on a tax
return which shall be filed on or before the date fixed for paying the
tax, determined without regard to any extension of time for paying the
tax. The commissioner shall design a form of return and forms for such
additional statements or schedules as he may require to be filed. Such
forms shall provide for the setting forth of such facts as the
commissioner deems necessary for the proper enforcement of this
chapter. He shall cause a supply of such forms to be printed and shall
furnish appropriate blank forms to each taxpayer upon application or
otherwise as he deems necessary. Failure to receive a form shall not
relieve any person from the obligation to file a return under the
provisions of this chapter. In any case in which the commissioner
believes that it would be advantageous to him in the administration of

the tax imposed by this chapter, the commissioner may require that a
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true copy of the federal estate tax return made to the Internal Revenue

Service be provided.

(2) Any tax return or other document, including any amended tax
return [or affidavit] under section 12-398, that is required to be filed
under this chapter shall be filed, and shall be treated as filed, only if
tiled with both the Commissioner of Revenue Services and the court of
probate for the district within which the decedent resided at the date
of his death or, if the 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. The return shall contain
a statement, to be signed under penalty of false statement by the
person who is required to make and file the return under this chapter,
that the return has been filed with both the Commissioner of Revenue

Services and said court of probate.

(3) A tax return shall be filed, in the case of every decedent who at
the time of death was (A) a resident of this state, or (B) a nonresident of
this state whose gross estate includes any real property situated in this
state or tangible personal property having an actual situs in this state,
whenever the personal representative of the estate is required by the
laws of the United States to file a federal estate tax return. The duly
authorized executor or administrator shall file the return. If there is
more than one executor or administrator, the return shall be made
jointly by all. If there is no executor or administrator appointed,
qualified and acting, each person in actual or constructive possession
of any property of the decedent is constituted an executor for purposes
of the tax and shall make and file a return. If in any case the executor is
unable to make a complete return as to any part of the gross estate, the
executor shall provide all the information available to him with respect
to such property, including a full description, and the name of every
person holding a legal or beneficial interest in the property. If the
executor is unable to make a return as to any property, each person
holding a legal or equitable interest in such property shall, upon notice

from the commissioner, make a return as to that part of the gross
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estate.

(4) The Commissioner of Revenue Services may, for reasonable

cause shown, extend the time for filing the return.

(5) If any person required to make and file the tax return under this
chapter fails to file the return within the time prescribed, the
commissioner may assess and compute the tax upon the best
information obtainable. To the tax imposed upon the basis of such
return, there shall be added an amount equal to ten per cent of such
tax or fifty dollars, whichever is greater. The tax shall bear interest at
the rate of one per cent per month or fraction thereof, from the due

date of such tax until the date of payment.

(6) The commissioner shall provide notice of any (A) deficiency
assessment with respect to the payment of any tax under this chapter,
(B) assessment with respect to any failure to make and file a return
under this chapter by a person required to file, and (C) tax return or
other document, including any amended tax return [or affidavit] under
section 12-398 that is required to be filed under this chapter to the
court of probate for the district within which the commissioner
contends that the decedent resided at the date of his death or, if the
decedent died a nonresident of this state, to the court of probate for the
district within which the commissioner contends that real estate or

tangible personal property of the decedent is situated.

Sec. 18. Subsection (f) of section 12-436 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(f) Any distributor shipping any alcoholic beverages into any
military reservation located within the territorial boundaries of this

state shall, [file with the commissioner a duplicate] upon request by

the commissioner, provide such commissioner with a copy of the

invoice showing the quantities of alcoholic beverages shipped and the

classification thereof within the provisions of this chapter.
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Sec. 19. Section 12-437 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2005):

Each distributor shall, on or before the last day of each month, file

with the Commissioner of Revenue Services a return, [under oath,] on

forms to be prescribed and furnished by [him] such commissioner and

siecned under penalty of false statement by its treasurer or an

authorized agent or officer, showing, for the preceding calendar month

or any portion thereof during which he was a distributor: (1) The total
number of gallons of each kind of alcoholic beverage set forth in
section 12-435 constituting the inventory of the distributor at the
beginning of such calendar month or portion thereof; (2) the total
number of gallons of each kind of such alcoholic beverage purchased
by the distributor during such calendar month or portion thereof; (3)
the total number of gallons of each kind of alcoholic beverage set forth
in section 12-435 constituting the inventory of the distributor at the end
of such calendar month or portion thereof; (4) the total number of
gallons of alcoholic beverages disposed of by the distributor during
such calendar month or portion thereof; (5) the total number of gallons
of each kind of such alcoholic beverage sold by the distributor during
such calendar month or portion thereof to another licensed distributor;
(6) the total number of gallons of each kind of such alcoholic beverage
sold by the distributor during such calendar month, or portion thereof,
which, in the course of the sale, was transported outside of the state;
(7) the amount of the tax payable for such calendar month or portion
thereof, as provided in this chapter; and (8) such additional
information as the commissioner requires for the proper
administration of this chapter. The Commissioner of Revenue Services
shall also prescribe and furnish a different type of form, to be used by
brewers and manufacturers, on which returns shall be made to the
Commissioner of Revenue Services on or before the last day of each
month for the preceding calendar month or any portion thereof during
which the taxpayer is engaged in business as a brewer or
manufacturer.
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Sec. 20. Section 12-636 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, 2005):

The decision of the Commissioner of Revenue Services to approve
or disapprove a proposal pursuant to the provisions of section 12-632
shall be in writing, and, if he approves the proposal, he shall state the
maximum credit allowable to the business firm. [A copy of such
decision shall be attached to the tax return of the business firm upon

which the tax credit granted pursuant to this chapter is claimed.]

Sec. 21. Subsection (k) of section 32-9t 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,
2005):

[(k) Each taxpayer claiming the credit allowed under this section
shall submit to the Commissioner of Revenue Services a copy of the
eligibility certificate issued under subsection (h) of this section with its

tax return for each taxable year for which a credit is claimed.]

(k) The commissioner shall provide a copy of the eligibility

certificate issued under subsection (h) of this section to the

Commissioner of Revenue Services, upon request.

Sec. 22. Subsection (h) of section 38a-88a 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,
2005):

[(h) Each taxpayer claiming the credit allowed under this section
shall submit to the Commissioner of Revenue Services a copy of the
eligibility certificate and the certification required under subsection (g)
of this section with its tax return for each taxable year for which a

credit is claimed.]

(h) The commissioner shall provide a copy of the eligibility
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certificate and the certification required under subsection (g) of this

section to the Commissioner of Revenue Services, upon request.

Sec. 23. (NEW) (Effective October 1, 2005) (a) As used in this section,
"electronic payment" means the use of electronic ordering or the use of
payment mechanisms via interactive electronic mechanisms, such as

the Internet, to effect remote payment for goods or services.

(b) The Commissioner of Motor Vehicles, the Commissioner of
Transportation and the Commissioner of Revenue Services shall allow
the payment of any fee for credentials for commercial motor vehicles,
as defined in section 14-1 of the general statutes, by means of an
electronic payment, shall not charge a service charge for any payment
made by electronic payment and shall accept as full payment of such
fee the amount of such fee plus any cost of the electronic payment. For
purposes of this section, "credentials for commercial motor vehicles"
includes any fees for registration, permits, fuel taxes, decals or any
other fee required to be paid for a commercial motor vehicle to operate
legally in this state.

Sec. 24. Section 12-426 of the general statutes is amended by adding
subdivision (7) as follows (Effective October 1, 2005):

(NEW) (7) (A) The commissioner shall ensure that any
governmental entity qualifying for exemption from the taxes imposed
by this chapter is provided with sufficient forms indicating such

exemption for such entity's use.

(B) When submission of forms indicating exemption from the taxes
imposed by this chapter is requested or required, the commissioner

shall accept such submission by means of facsimile machine.

Sec. 25. Section 12-39s of the general statutes is repealed. (Effective
from passage)
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This act shall take effect as follows and shall amend the following
sections:

Section 1 from passage and 10-228b(c)
applicable to taxable years
commencing on or after
January 1, 2005

Sec. 2 from passage and 10-416(j)
applicable to taxable years
commencing on or after
January 1, 2005

Sec. 3 from passage and 12-217e(f)
applicable to income years
commencing on or after
January 1, 2005

Sec. 4 from passage and 12-217n(e) and (f)
applicable to income years
commencing on or after
January 1, 2005

Sec. 5 from passage and 12-217p(d)
applicable to taxable years
commencing on or after
January 1, 2005

Sec. 6 from passage and 12-217t(d)
applicable to income years
commencing on or after
January 1, 2005

Sec. 7 from passage and 12-217u(j)
applicable to income years
commencing on or after
January 1, 2005

Sec. 8 from passage and 12-221a(a)
applicable to income years
commencing on or after

January 1, 2005
Sec. 9 October 1, 2005 12-256
Sec. 10 October 1, 2005, and 12-258

applicable to quarterly
periods commencing on

and after said date
Sec. 11 October 1, 2005 12-268a
Sec. 12 from passage 12-284b
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Sec. 13 July 1, 2005 12-287
Sec. 14 from passage 12-293a(b)
Sec. 15 October 1, 2005 12-330b
Sec. 16 October 1, 2005 12-330d
Sec. 17 from passage 12-392(b)
Sec. 18 from passage 12-436(f)
Sec. 19 October 1, 2005 12-437
Sec. 20 from passage and 12-636
applicable to taxable years
commencing on or after
January 1, 2005
Sec. 21 from passage and 32-9t(k)
applicable to taxable years
commencing on or after
January 1, 2005
Sec. 22 from passage and 38a-88a(h)
applicable to taxable years
commencing on or after
January 1, 2005
Sec. 23 October 1, 2005 New section
Sec. 24 October 1, 2005 12-426
Sec. 25 from passage 12-39s repealed

Statement of Purpose:

To eliminate the requirement that certain documents be attached to tax
returns, to repeal the gross earnings tax on companies carrying on an
express business on railroads, telegraph or undersea cable, to clarify
the administration of the Business Entity Tax, to change reporting
requirements for certain dealers in tobacco products, to eliminate the
$5 replacement fee for a cigarette dealer's license, to eliminate certain
reports required from vending machine owners and to repeal section
12-39s of the general statutes, dealing with the cancellation of the
unpaid portion of erroneously or illegally assessed taxes.

[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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