House of Representatives

General Assembly File No. 488

February Session, 2006 Substitute House Bill No. 5778

House of Representatives, April 11, 2006

The Committee on Finance, Revenue and Bonding reported
through REP. STAPLES of the 96th Dist., Chairperson of the
Committee on the part of the House, that the substitute bill
ought to pass.

AN ACT CONCERNING VARIOUS TAXES ADMINISTERED BY THE
DEPARTMENT OF REVENUE SERVICES.

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

1 Section 1. Section 12-35b of the general statutes is repealed and the
2 following is substituted in lieu thereof (Effective from passage):

3 (a) For the purposes of sections 12-204, 12-212, 12-235, [12-263b, 12-
4 263m,] 12-268h, 12-309, 12-330i, 12-366, as amended, 12-398, [12-405d,]
5 12-420, 12-441, 12-475, 12-488, [12-512,] 12-555a, 12-594, 12-638;j, 12-655
6 and 12-734: [, 22a-256j and 51-81b:]

7 [(a)] (1) "Bona fide purchaser" means a person who takes a
8 conveyance of real estate in good faith from the holder of legal title,

9 and pays valuable consideration, without actual, implied, or
10  constructive notice of any tax delinquency.

11 [(b)] (2) "Qualified encumbrancer" means a person who places a
12 burden, charge or lien on real estate, in good faith, without actual,
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implied, or constructive notice of any tax delinquency.

[(©] (3) "Commissioner" means the Commissioner of Revenue

Services or his or her authorized agent.

(b) For purposes of the sections enumerated in subsection (a) of this

section, the commissioner may use an electronic signature, as defined

in section 1-267, on any certificate of lien or certificate discharging such

lien. No town clerk shall refuse to record any such certificate because

the commissioner has used an electronic signature thereon.

(c) All certificates of lien or certificates discharging a lien using an

electronic signature of the commissioner and filed with a town clerk by

the commissioner before the effective date of this section, when

otherwise valid, are validated and effective as of the date originally

filed with such town clerk.

Sec. 2. Subdivision (5) of subsection (a) of section 12-285 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective July 1, 2006):

(5) "Dealer" means any person other than a distributor who is
engaged in this state in the business of selling cigarettes, including any
person operating and servicing fewer than twenty-five cigarette

vending machines, and any person who is engaged in the business of

selling taxed tobacco products, as defined in section 12-330a, as

amended by this act, at retail.

Sec. 3. Subsections (d) and (e) of section 12-286 of the 2006
supplement to the general statutes are repealed and the following is
substituted in lieu thereof (Effective July 1, 2006):

(d) The commissioner may, in the commissioner's discretion, refuse
to issue a license if there is 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
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products 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.

(e) (1) Any person who knowingly sells, offers for sale or possesses
with intent to sell any cigarettes, without a license as provided in this
chapter, shall be fined not more than five hundred dollars or
imprisoned for not more than three months, or both, for each offense.
Each day of such unauthorized operation may be deemed a separate
offense.

(2) Any person who knowingly sells at retail, offers for sale at retail

or possesses with intent to sell at retail any taxed tobacco products,

without a dealer's license as provided in this chapter, shall be fined not

more than five hundred dollars or imprisoned for not more than three

months, or both, for each offense. Each day of such unauthorized

operation may be deemed a separate offense.

Sec. 4. Section 12-287 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2006):

Each person engaging in, or intending to engage in, the business of

selling cigarettes in this state as a dealer, and each person engaging in

or intending to engage in, the business of selling taxed tobacco

products at retail, shall secure a dealer's 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, as amended by this act, 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, as amended, or
unless the person to whom it was issued discontinues business, in

either of which cases the holder of the license shall immediately return

sHB5778 / File No. 488 3



77
78
79

80
81

82

83

84
85
86
87
88
89
90
91
92

93
94
95
96
97
98

99
100
101
102

103
104

105
106

sHB5778 File No. 488

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. 5. Section 12-330a of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2006):

As used in this chapter:

(1) "Commissioner" means the Commissioner of Revenue Services;

(2) ["tobacco products"] "Tobacco products" means cigars, cheroots,
stogies, periques, granulated, plug cut, crimp cut, ready rubbed and
other smoking tobacco, snuff tobacco products, cavendish, plug and
twist tobacco, fine cut and other chewing tobaccos, shorts, refuse
scraps, clippings, cuttings and sweepings of tobacco and all other
kinds and forms of tobacco, prepared in such manner as to be suitable
for chewing or smoking in a pipe or otherwise or for both chewing and
smoking, but shall not include any cigarette, as defined in section 12-
285, as amended by this act;

(3) ["distributor"] "Distributor" means (A) any person in this state
engaged in the business of manufacturing tobacco products, (B) any
person who purchases untaxed tobacco products at wholesale from
manufacturers or other distributors for sale, or (C) any person who
imports into this state untaxed tobacco products, at least seventy-five

per cent of which are to be sold;

(4) ['unclassified importer"] "Unclassified importer" means any

person, other than a distributor, who imports, receives or acquires
untaxed tobacco products from outside this state for his or her

personal use or consumption in this state;

() ['sale"] "Sale" or "sell" includes or applies to gifts, exchanges and

barter;

(6) ['wholesale sales price"] "Wholesale sales price" means, in the

case of a manufacturer of tobacco products, the price set for such
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products or, if no price has been set, the wholesale value of such
products, and, in the case of a distributor who is not a manufacturer of
tobacco products, the price at which the distributor purchased such
products, and, in the case of an unclassified importer of tobacco
products, the price at which the unclassified importer purchased such

products; [and]

(7) ["snuff tobacco products"] "Snuff tobacco products" means only

those snuff tobacco products that have imprinted on the packages the
designation "snuff" or "snuff flour", or the federal tax designation "Tax
Class M", or both;

(8) "Untaxed tobacco products" means tobacco products upon which

no tax has been paid in accordance with the provisions of this chapter;

and

(9) "Taxed tobacco products" means tobacco products upon which

tax has been paid in accordance with the provisions of this chapter.

Sec. 6. Section 12-330b of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2006):

Each distributor or unclassified importer shall obtain a license
issued by the commissioner before manufacturing, purchasing,
importing, receiving or acquiring any untaxed tobacco products in this
state. The commissioner may, in his or her discretion, refuse to issue a

license if [he] such commissioner 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
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dollars a year. There shall be no fee for an unclassified importer's

license. Each distributor's license [so issued] shall be [properly]

conspicuously displayed on the premises covered by the license.

Notwithstanding the provisions of section 12-15, as amended, the

commissioner shall publish on the Internet web site of the Department

of Revenue Services a list of every distributor licensed under this

chapter. The commissioner shall prescribe the form of application for a

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

Sec. 7. Subsection (a) of section 12-330c of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2006):

(@) (1) A tax is imposed on all untaxed tobacco products held in this
state by any person. Except as otherwise provided in subdivision (2) of
this subsection with respect to the rate of tax on snuff tobacco
products, the tax shall be imposed at the rate of twenty per cent of the

wholesale sales price of such products.

(2) The tax shall be imposed on snuff tobacco products, on the net
weight as listed by the manufacturer, as follows: Forty cents per ounce
of snuff and a proportionate tax at the like rate on all fractional parts of

an ounce of snuff.

Sec. 8. Subdivision (1) of subsection (b) of section 12-330d of the
2006 supplement to the general statutes is repealed and the following
is substituted in lieu thereof (Effective July 1, 2006):

(b) (1) [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 to the effect that false statements made in such report
are punishable. As used in this section, "untaxed tobacco products"
means tobacco products other than taxed tobacco products; and "taxed

tobacco products" means tobacco products which are acquired from a
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licensed distributor who does acquire untaxed tobacco products and
who is subject to and required to pay the tax imposed under this
chapter on such tobacco products. Each distributor required to file an

annual report] Any person who does not acquire untaxed tobacco

products, but acquires taxed tobacco products for sale at retail shall not

be licensed as a distributor under this chapter, and shall be required,

during the period that such person is a retailer of taxed tobacco

products, to apply for and retain a dealer's license under chapter 214.

Each such retailer shall maintain records that detail (A) the persons

from whom, the quantities in which and the dates on which tobacco
products were acquired by [the distributor; (B) the persons to whom,
the quantities in which and the dates on which such tobacco products
were sold by the distributor; and (C)] such retailer, and (B) any other

information deemed necessary by the commissioner.

Sec. 9. Subdivision (1) of subsection (a) of section 12-392 of the 2006
supplement to the general statutes is repealed and the following is
substituted in lieu thereof (Effective from passage and applicable to taxes
payable on or after said date):

(a) (1) The tax imposed by this chapter shall become due at the date
of the taxable transfer and shall become payable, and shall be paid,
without assessment, notice or demand, to the Commissioner of
Revenue Services at the expiration of nine months from the date of
death, and executors, administrators, trustees, grantees, donees,
beneficiaries and surviving joint owners shall be liable for the tax and
for any interest or penalty thereon until it is paid, except that no
executor, administrator, trustee, grantee, donee, beneficiary or
surviving joint owner shall be liable for a greater sum than the value of
the property actually received by him or her. If the amount of tax
reported to be due on the return is not paid within such nine months,
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
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all or part of the penalties provided under this chapter when it is
proven to his satisfaction that the failure to pay any tax was due to

reasonable cause and was not intentional or due to neglect.

Sec. 10. Section 12-395 of the general statutes is repealed and the

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

(@) (1) The provisions of sections 12-548 and 12-550 to [12-553] 12-
554, inclusive, shall apply to the provisions of this chapter in the same
manner and with the same force and effect as if the language of said
sections 12-548 and 12-550 to [12-553] 12-554, inclusive, had been
incorporated in full into this chapter and had expressly referred to the
tax imposed under this chapter, except to the extent that any such

provision is inconsistent with a provision of this chapter.

(2) A finding of domicile by a court of probate in accordance with
subsection (b) of section 45a-309 shall not affect the determination, for
purposes of this chapter of whether a decedent died a resident of this
state, [or of the amount of estate tax due this state,] except in

accordance with the provisions of subsection (b) of this section.

(b) Any person aggrieved by any [order, decision, determination or

disallowance of] determination of domicile by the Commissioner of

Revenue Services under the provisions of [this chapter] subdivision (5)
of subsection (h) of section 12-391 of the 2006 supplement to the
general statutes, may, not later than one month after service upon the

person of notice of such [order, decision,] determination, [or
disallowance,] make a written application for a hearing to the court of
probate for the district within which the decedent resided at the date
of his death, or 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, 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. Such application
shall set forth in detail the objection to the [order, decision,]

determination [or disallowance] of said commissioner and a copy of
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same shall be mailed to said commissioner at the time of filing. The
court of probate shall assign a time and place for a hearing upon such
application not less than two nor more than four weeks after receipt
thereof and shall cause a copy of the order of hearing to be sent to said
commissioner and to the person aggrieved by said [order, decision,]
determination [or disallowance] at least ten days before the time of
such hearing. The commissioner or any person interested may appear
before the court at such hearing and be heard on any matter involved
in the determination. [of the tax.] At such hearing, the court shall
determine all matters properly before it, [including the amount of such
tax] and shall enter upon its records a decree [for such amount] of
domicile. A copy of the decree of the court of probate shall be
forwarded by the judge or clerk of such court to the commissioner and
to the person aggrieved because of such [order, decision,]
determination [or disallowance] of the commissioner. The
determination [of the tax] by the Commissioner of Revenue Services
shall be conclusive upon the state and any person aggrieved by any
[order, decision,] determination [or disallowance] of the commissioner
unless a hearing is held as provided in this subsection, in which case
the decree of the court of probate shall be conclusive upon the state
and any person aggrieved by such [order, decision,] determination [or
disallowance] of the commissioner unless an appeal is taken as

provided for appeals from other decrees and orders of such court.

Sec. 11. Section 12-644 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and
applicable to gifts made during calendar years commencing on or after
January 1, 2006):

(@) Any individual, whether resident or nonresident, liable for a
return under this chapter, who in the calendar year makes any transfer
by gift not excluded in this chapter shall make a return with respect to

the gift tax imposed by this chapter.

(b) If the donor dies before filing his return, the executor of his will

or the administrator of his estate shall file the return. If the donor

sHB5778 / File No. 488 9
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becomes legally incompetent before filing his return, his guardian or

conservator shall file the return.
(c) The return shall set forth:

(1) Each gift made during the calendar year which is to be included

in computing the taxable gifts.

(2) The deductions claimed and allowable under section 12-643, as
amended.

(3) A description of the gift, and the donee's name, address and

social security account number.
(4) The fair market value of gifts not made in money.

(5) Such further information as the Commissioner of Revenue
Services may find necessary to administer properly the provisions of

this chapter.

(d) (1) If any gift which is required to be shown on a return under

this chapter is not shown on such return, or if the information set forth

in such return fails to meet the requirements of subsection (c) of this

section, any tax imposed by this chapter on such undisclosed gift may

be assessed at any time with respect to that gift, even if the

commissioner has filed a return on behalf of the taxpaver in

accordance with section 12-649.

(2) In the case of anvy item adequately disclosed in such return in

accordance with subsection (c) of this section, the provisions of

subdivision (1) of this subsection shall not apply.

Sec. 12. Section 12-645 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and
applicable to gifts made during calendar years commencing on or after
January 1, 2006):

Returns required under this chapter shall be filed on or before the
tifteenth day of April following the close of the calendar year except

sHB5778 / File No. 488 10
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where a gift is made during the calendar year in which the donor dies,
the return with respect to such donor shall be filed on or before the last
date, including extensions, for filing the [gift] estate tax return [for

federal gift tax purposes] under chapter 217 with respect to such

donor.

Sec. 13. Section 12-647 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and
applicable to taxes due for calendar years commencing on or after January 1,
2005):

(a) The tax imposed under this chapter shall be due and payable by
the donor no later than April fifteenth following the close of the
calendar year during which the gift was made and shall be payable to
the Commissioner of Revenue Services. The return required under

section 12-644, as amended by this act, shall accompany such payment.

Where a gift is made during the calendar year in which the donor dies,
the last date for paying the tax required under this chapter shall be the
last date, including extensions, for filing the [gift tax return for federal
gift tax purposes] estate tax return under chapter 217 with respect to

such donor. If any person fails to pay the amount of tax reported to be
due on such return within the time specified under the provisions of
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 return.

(b) The commissioner for good cause may extend the time for
making any return and paying any amount required to be paid under
this chapter if a written request therefor is filed with the commissioner
together with a tentative return which must be accompanied by a
payment of the tax, which shall be estimated in such tentative return,
on or before the last day for filing the return. Any person to whom an
extension is granted shall pay, in addition to the tax, interest at the rate
of one per cent per month or fraction thereof from the date on which

the tax would have been due without the extension until the date of

sHB5778 / File No. 488 11
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payment.

(c) If the amount of a taxpayer's taxable gifts, for federal gift tax
purposes, reported on such taxpayer's federal gift tax return for any
calendar year, is changed or corrected by the United States Internal
Revenue Service or other competent authority, the taxpayer shall
report such change or correction in federal taxable gifts within ninety
days after the final determination of such change or correction, and
shall concede the accuracy of such determination or state wherein it is
erroneous. Any taxpayer filing an amended federal gift tax return shall
also file within ninety days thereafter an amended return under this
chapter and shall give such information as the commissioner may
require. The time for filing such report or amended return may be
extended by the commissioner upon due cause shown.
Notwithstanding any limitation of time in this chapter, if, upon
examination, the commissioner finds that such taxpayer is liable for
the payment of an additional tax, he shall, within a reasonable time
from the receipt of such report or amended return, notify such
taxpayer of the amount of such additional tax, together with interest
thereon computed at the rate of one per cent per month or fraction
thereof from the date when the original tax became due and payable.
Within thirty days of the mailing of such notice, the taxpayer shall pay
the commissioner the amount of such additional tax and interest. If,
upon examination of such report or amended return and related
information, the commissioner finds that the taxpayer has overpaid the
tax due the state, the commissioner shall certify the amount of such

overpayment, together with interest as provided in subsection (d) of

this section, to the Comptroller, and such amount shall be paid to the

taxpayer by the State Treasurer upon order of the Comptroller.

(d) Whenever there is an overpayment of the tax imposed by this

chapter, the commissioner shall return to the taxpaver the

overpayment, which shall bear interest at the rate of two-thirds of one

per cent per month or fraction thereof, said interest commencing from

the due date of the return required under this chapter, or the date of

payment, whichever is later.

sHB5778 / File No. 488 12
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This act shall take effect as follows and shall amend the following

sections:
Section1 | from passage 12-35b
Sec. 2 July 1, 2006 12-285(a)(5)
Sec. 3 July 1, 2006 12-286(d) and (e)
Sec. 4 July 1, 2006 12-287
Sec. 5 July 1, 2006 12-330a
Sec. 6 July 1, 2006 12-330b
Sec. 7 July 1, 2006 12-330c(a)
Sec. 8 July 1, 2006 12-330d(b)(1)
Sec. 9 from passage and 12-392(a)(1)
applicable to taxes payable
on or after said date
Sec. 10 from passage 12-395
Sec. 11 from passage and 12-644
applicable to gifts made
during calendar years
commencing on or after
January 1, 2006
Sec. 12 from passage and 12-645
applicable to gifts made
during calendar years
commencing on or after
January 1, 2006
Sec. 13 from passage and 12-647
applicable to taxes due for
calendar years
commencing on or after
January 1, 2005
FIN Joint Favorable Subst.

sHB5778 / File No. 488

13



sHB5778 File No. 488

The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

OFA Fiscal Note and OLR Bill Analysis

sHB-5778

AN ACT CONCERNING VARIOUS TAXES ADMINISTERED BY THE
DEPARTMENT OF REVENUE SERVICES.

OFA SUMMARY IMPACT:

State Impact:
Agency Affected Fund-Effect FY 07 $ FY 08 $
Department of Revenue Services | GF - Revenue See Below | See Below

Gain
Note: GF=General Fund

Municipal Impact: None
OLR SUMMARY:
This bill:

1. allows the Department of Revenue Services (DRS) commissioner
to use an electronic signature when filing or discharging tax liens
on real property;

2. requires retailers who sell taxed tobacco products, such as cigars
and pipe tobacco, to be licensed as cigarette dealers instead of as
tobacco products distributors, thus eliminating an unenforced
requirement that retailers who sell both cigarettes and tobacco
products have two licenses;

3. imposes a minimum penalty of $50 for failure to pay estate tax
on time;

4. allows an aggrieved party to appeal most DRS estate and gift tax
orders to Superior Court instead of to the probate court;

5. allows the DRS commissioner to impose gift tax at any time

sHB5778 / File No. 488 14
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rather than only within three years of the due date if she finds

that a gift is not disclosed or is inadequately disclosed;

6. makes the due dates for gift and estate tax returns the same

when the donor dies in the year that he made the gift; and

7. requires the DRS commissioner to pay interest on gift tax
overpayments just as she already must on estate tax

overpayments.
EFFECTIVE DATE: Various, see below.

§ 1 — DRS COMMISSIONER’S ELECTRONIC SIGNATURE ON TAX
LIEN CERTIFICATES
OFA Fiscal Impact

None.

OLR Analysis

This bill allows the DRS commissioner to use an electronic signature
on certificates filing or discharging tax liens on real property and
requires town clerks to accept the signatures and record the
certificates. It validates, as of the date originally filed, otherwise valid
certificates with the commissioner’s electronic signature that are filed

with town clerks before the bill’s effective date.

The bill also makes technical changes to update and remove
redundant references in the list of taxes to which property lien
definitions apply.

EFFECTIVE DATE: Upon passage

§§ 2-8 - TOBACCO PRODUCTS RETAILER LICENSES
OFA Fiscal Impact

This section has no fiscal impact because it codifies the statute to

current practice.

OLR Analysis

sHB5778 / File No. 488 15
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The bill eliminates the requirement that a retailer who sells taxed
tobacco products, which includes all types of chewing and smoking
tobacco other than cigarettes, have a tobacco products distributor
license. Instead, it requires such retailers to have a cigarette dealers’
license. Thus, retailers who sell both cigarettes and tobacco products
will no longer be legally required to have two licenses. In practice, DRS
does not enforce the two-license requirement. Under the bill, those
dealing with untaxed tobacco products will still have to obtain a

tobacco products distributor or unclassified importer license.

Under current law, anyone (1) who manufactures tobacco products
as a business; (2) who buys them at wholesale from a manufacturer or
distributor for sale; or (3) who imports them into the state, of which at
least 75% are to be sold, must have a tobacco products distributor
license. Cigarette dealer licenses are currently required only for
cigarette retailers, including those operating fewer than 25 cigarette
vending machines. The annual fee for a cigarette dealer license is $25.

The fee for a tobacco products distributor license is $100 per year.

The bill makes various changes to conform to the licensure change,
including eliminating a requirement that tobacco products retailers file
reports with DRS by July 25% annually. It continues current
requirements that retailers maintain records of the people from whom
they acquire tobacco products, including quantities and acquisition
dates and any other information DRS considers necessary. It
eliminates a requirement that retailers keep records of the people to

whom they sell tobacco products, including quantities and sale dates.

The bill applies tobacco products license display requirements only
to distributor licenses and requires the display to be “conspicuous”
rather than “proper.” It restricts the unclassified importer license to
those who acquire untaxed products outside the state and bring them
here only for their personal use. It requires DRS to publish a list of

licensed distributors on its website.

EFFECTIVE DATE: July 1, 2006
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§ 9 — ESTATE TAX PENALTY
OFA Fiscal Impact

This section is anticipated to result in a revenue gain to the extent
that penalties are due resulting from failure to pay the estate tax by the
due date.

OLR Analysis

The bill imposes a minimum penalty of $50 for failure to pay estate
tax by the due date. Current law imposes a penalty of 10% of the
unpaid tax but does not specify any minimum amount. Estate taxes are
due and payable nine months after the death date. Unpaid taxes are
also subject to interest of 1% per month from the due date to the
payment date.

EFFECTIVE DATE: Upon passage and applicable to estates of those
who die on or after January 1, 2005.

§ 10 — ESTATE AND GIFT TAX APPEALS
OFA Fiscal Impact

This section is not anticipated to result in any fiscal impact.

OLR Analysis

By extending the admissions, cabaret, and dues tax appeals process
to most DRS estate and gift tax orders, decisions, determinations, and
disallowances, the bill allows an aggrieved party to appeal these
decisions to Superior Court instead of to the probate court. Under
current law, aggrieved parties must appeal DRS estate tax decisions to
the probate court for the district where the deceased lived or, if the
person was a not a Connecticut resident, to the district where the
taxable property is located. Under the bill, probate courts will handle
only appeals of DRS determinations concerning the decedent’s
domicile.

EFFECTIVE DATE: Upon passage
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§ 11 — TIME LIMIT FOR ASSESSING TAX ON UNDISCLOSED
GIFTS
OFA Fiscal Impact

The provisions will result in a revenue gain to the state to the extent
that it enhances DRS's ability to collect revenue.

OLR Analysis

When a taxpayer fails to file a required gift tax return, the law
allows the DRS commissioner to file the return based on the best
information available. Except when a taxpayer has filed a fraudulent
or willfully false return in an attempt evade the tax, the time limit for
the commissioner to assess additional gift tax is three years from the
due date of the original return or the date the return is actually filed,
whichever is later. The bill makes an exception to the three-year time
limit to allow the commissioner to impose gift tax at any time if a gift is

inadequately disclosed or not disclosed.
By law, gift tax returns must show:

1. each gift made during the calendar year that is included in
determining taxable gifts;

2. allowable deductions claimed;

3. adescription of each gift with the recipient’s name, address, and

social security number;
4. the fair market value of each nonmonetary gift; and
5. any other information DRS needs to administer the tax.

EFFECTIVE DATE: Upon passage and applicable to gifts made
during calendar years starting on or after January 1, 2006.

§§ 12 & 13 — GIFT TAX RETURN DUE DATE AND INTEREST ON
GIFT TAX OVERPAYMENTS
OFA Fiscal Impact
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This section is not anticipated to result in any fiscal impact.

OLR Analysis

In general, gift tax returns and payments are due by April 15t of the
year after the calendar year in which the donor made the gift. But
when the donor dies in the calendar year when he makes the gift, the
bill makes the due date the same as the due date for estate tax returns

and payments, i.e., nine months after the death date.

The bill also requires DRS to pay interest on gift tax overpayments
at the rate of 0.66% for each month or part of a month beginning on
the payment date or gift tax return due date, whichever is later. The
law already requires DRS to pay interest at this rate on estate tax
overpayments (CGS § 12-392 (a) (3)).

EFFECTIVE DATE: Upon passage and applicable to gifts made

during calendar years starting on or after January 1, 2006.

The Out Years

The annualized ongoing fiscal impact identified above would

continue into the future subject to inflation.

COMMITTEE ACTION

Finance, Revenue and Bonding Committee

Joint Favorable
Yea 48 Nay 0 (03/28/2006)
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