General Assembly Amendment

January Session, 2011 LCO No. 6497

*5B01218064975D0*

Offered by:

SEN. DAILY, 33rd Dist.
REP. WIDLITZ, 98th Dist.

To: Subst. Senate Bill No. 1218 File No. 598 Cal. No. 365

"AN ACT CONCERNING THE DENIAL OF CERTAIN LICENSE
APPLICATIONS WHEN STATE TAXES ARE OWING AND VARIOUS
CHANGES TO TITLE 12."
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Strike everything after the enacting clause and substitute the

following in lieu thereof:

"Section 1. Subsection (b) of section 12-35f of the general statutes is

repealed and the following is substituted in lieu thereof (Effective from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

(b) (1) Upon the request and certification of the tax officer of a
claimant state to the Commissioner of Revenue Services that a
taxpayer owes taxes to such claimant state, the commissioner may
withhold all or a portion of any refund to which such taxpayer would
otherwise be entitled and pay over such withheld amount to the
claimant state in accordance with the provisions of this section. The
commissioner shall not withhold a refund unless the laws of the

claimant state allow the Commissioner of Revenue Services to certify
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that a taxpayer owes taxes to this state and to request the tax officer of
the claimant state to withhold all or a portion of any refund to which
such taxpayer would otherwise be entitled, and provide for the

payment over of such withheld 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 such 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.

(3) Upon receipt by the commissioner of the required certification,
[he] the commissioner shall notify the taxpayer, if the taxpayer is

otherwise entitled to a tax refund from this state, that [he] the

commissioner has received a request from the claimant state to

withhold all or a portion of any refund, that the taxpayer has the right
to protest the withholding of the refund, 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 such withheld
amount and that the withheld amount 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] a notice under this subdivision

is mailed, such notice 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 of Revenue

Services.

(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 of Revenue Services, protest the
withholding of all or a portion of a refund by filing with the
commissioner a written protest in which the taxpayer shall set forth
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the grounds on which the protest is based. If a timely protest is filed,
the commissioner shall impound the claimed amount of the refund,
pay to the taxpayer the unclaimed amount, if any, of the refund, send a
copy of the protest to the claimant state for determination of the
protest on its merits in accordance with the laws of that state, and pay
over to the taxpayer the impounded amount if the claimant state shall
fail on or before the forty-fifth day after the sending of the copy of the
protest by the commissioner to such claimant state to recertify to the
commissioner that the claimant state has reviewed the stated grounds
on which the protest is based, and to recertify the amount of taxes
which is finally due and payable to the claimant state, which is legally
enforceable under the laws of the claimant state against the taxpayer,
and with respect to which any administrative or judicial remedies, or
both, have been exhausted or have lapsed.

(5) Where the amount withheld in accordance with this subsection is
a refund of any tax imposed upon the income of individuals and in
connection with which the taxpayer filed a joint return with his or her
spouse, and the spouse is not a taxpayer, the spouse shall have the
right to be paid his or her portion of the refund by establishing his or
her share of such refund. The amount of such spouse's share of such
refund shall be established by recomputing the spouse's share of the
joint liability and subtracting that amount from the taxpayer's
contribution toward the joint liability, provided the amount of the
overpayment refunded to the spouse shall not exceed the amount of
the joint overpayment.

(6) Subject to the provisions of subdivisions (3), (4) and (5) of this
subsection, the commissioner shall pay over to the claimant state the
entire amount withheld or the amount certified, whichever is less; pay
any refund in excess of the certified amount to the taxpayer; and, if the
amount certified exceeds the amount withheld, withhold amounts
from subsequent refunds due to the taxpayer, provided the claimant
state agrees to withhold subsequent refunds due to taxpayers certified

to the claimant state by the commissioner.

LCO No. 6497 D:\Conversion\Lcoamd\2011LCO06497-R00-AMD.DOC 30f37



sSB 1218 Amendment

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

107
108
109
110

111

Sec. 2. Section 12-216a 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, 2011):

(a) Any company that derives income from sources within this state
[, or] and that has a substantial economic presence within this state,
evidenced by a purposeful direction of business toward this state,
examined in light of the frequency, quantity and systematic nature of a
company's economic contacts with this state, without regard to
physical presence, and to the extent permitted by the Constitution of
the United States, shall be liable for the tax imposed under this
chapter. Such company shall apportion its net income under the

provisions of this chapter.

(b) The provisions of subsection (a) of this section shall not apply to

any company that is treated as a foreign corporation under the Internal

Revenue Code and has no income effectively connected with a United

States trade or business. To the extent that a company that is treated as

a foreign corporation under the Internal Revenue Code has income

effectively connected with a United States trade or business, such

company's gross income, notwithstanding any provision of this

chapter, shall be its income effectively connected with its United States

trade or business. For net income tax apportionment purposes, only

property used in, pavroll attributable to and receipts effectively

connected with such company's United States trade or business shall

be considered for purposes of calculating such company's

apportionment fraction. "Income effectively connected with a United

States trade or business" shall be determined in accordance with the

provisions of the Internal Revenue Code.

Sec. 3. Section 12-242g of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2011, and
applicable to estimated corporation business tax payments for income years
commencing on or after January 1, 2012):

(a) If a company has paid as an installment of estimated tax an
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amount in excess of the amount determined to be the correct amount
of such installment, such amount shall be credited against any unpaid
installment or against the tax. If the amount already paid, whether or
not on the basis of installments, exceeds the amount determined to be
the correct amount of the tax, the company shall be paid by the State
Treasurer, upon order of the Comptroller, the amount of such
overpayment. [The commissioner may prescribe regulations providing
for the crediting against the estimated tax for any taxable year of the
amount determined to be an overpayment of the corporation business

tax for a preceding taxable year.]

(b) If a company has filed its tax return under this chapter for the

income vear on or before the due date of such return or, if an extension

of time to file has been requested and granted, the extended due date

of such return, any overpayment reported on such return, if the

company has elected to credit such overpayment against the

company's estimated tax for the succeeding income vear, shall be

treated as if paid on the due date of the first required installment of

estimated tax for such succeeding income vear. Such reported

overpayment shall be credited against otherwise unpaid required

installments in the order in which such installments are required to be
paid under section 12-242d.

Sec. 4. Subdivision (3) of subsection (a) of section 12-686 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective July 1, 2011, and applicable to tax periods ending on or
after said date):

(3) (A) Except as otherwise provided in subsections (b) and (c) of
this section, the commissioner may require every employer who is
deducting and withholding Connecticut income tax from employee
wages to pay such tax during the twelve-month period following a
determination of liability under this subdivision, by one of the means
of electronic funds transfer approved by the department, if the
commissioner determines that the amount of Connecticut income tax

deducted and withheld from employee wages by such employer was
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more than two thousand dollars for the twelve-month period ending
on the June thirtieth immediately preceding the quarterly period with
respect to which the requirement to pay over tax by electronic funds
transfer is established. The commissioner, in determining whether tax
liability is more than two thousand dollars, shall base such
determination on the taxes reported to be due on the quarterly
withholding tax returns of such employer related to the period under
examination. If any such tax return of such [person] employer for such
period has not been filed, the commissioner may base such

determination on any information available to the commissioner.

(B) Except as otherwise provided in subsections (b) and (c) of this

section, the commissioner may require every paver, as defined in

section 12-707, as amended by this act, who is deducting and

withholding Connecticut income tax from nonpayroll amounts, as

defined in section 12-707, as amended by this act, to pay such tax for

the calendar vear, following a determination of liability under this

subdivision, by one of the means of electronic funds transfer approved

by the department, if the commissioner determines that the amount of

Connecticut income tax deducted and withheld from nonpavroll

amounts by such paver for the look-back calendar vyear, as defined in

section 12-707, as amended by this act, was more than two thousand

dollars. The commissioner, in determining whether the amount of

Connecticut income tax deducted and withheld for the look-back

calendar vear, is more than two thousand dollars, shall base such

determination on the tax reported to be due on the withholding tax

return of such paver for such look-back calendar vear. If any such tax

return of such paver for such period has not been filed, the

commissioner may base such determination on any information

available to the commissioner.

Sec. 5. Section 12-707 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2011, and
applicable to sales of a business or stock of goods occurring on or after said
date):
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(@) (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 times specified in subsection (b) of this
section.

(2) Each payer of nonpayroll amounts shall deduct and withhold tax
under this chapter from the nonpayroll amounts of payees, shall be
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 year
beginning on or after January 1, 2005, and in accordance with an
annual determination described in subdivision (2) of this subsection,
each employer shall be either a weekly remitter, monthly remitter or
quarterly remitter for the calendar year. If an employer 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 employer is a
monthly remitter, the employer 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 employer is a
quarterly remitter, the employer 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 employer is a household
employer, 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
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under this chapter from nonpayroll amounts paid during any calendar
year beginning on or after January 1, 2005, and in accordance with an
annual determination described in subdivision (2) of this subsection,
each payer shall be either a weekly remitter, monthly remitter or
quarterly remitter for the calendar year. If a payer is a weekly remitter,
the payer 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 payer is a monthly remitter, the
payer 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 a payer is a quarterly remitter, the
payer 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
employer'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 employer'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 employer is a weekly remitter for the calendar year next
succeeding such twelve-month period. If an employer'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 year next succeeding such
twelve-month period. If an employer'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
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employer is a quarterly remitter for the calendar year next succeeding
such twelve-month period. Notwithstanding any provision of this
section, if an employer is a seasonal employer, the annual
determination shall be based on the seasonal employer'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 employer paid wages to employees.

(B) The annual determination for a payer required to deduct and
withhold tax under this chapter shall be based on the payer's reported
liability for the tax required to be deducted and withheld under this
chapter during the look-back calendar year, provided, if any payer
fails timely to file the required withholding tax return for the look-back
calendar year, the commissioner may base the annual determination
for the payer on any information available to the commissioner. If a
payer'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 payer is a weekly remitter for the
calendar year 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 year was
more than two thousand dollars but not more than ten thousand
dollars, the payer is a monthly remitter for the calendar year 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 year was two thousand dollars or less,
the payer is a quarterly remitter for the calendar year for which the

annual determination is being made.

(3) (A) An employer 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 employees.
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(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 employer that is a monthly remitter shall pay over to the
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 employees.

(B) A payer 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 nonpayroll
amounts from which the tax was required to be deducted and

withheld were paid to payees.

(5) (A) An employer 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 payer that is a quarterly 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 last day of the
month next succeeding the quarterly period during which the
nonpayroll amounts from which the tax was required to be deducted

and withheld were paid to payees.

(6) An employer 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
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year 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.

(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) (1) If an emplover required to deduct and withhold tax under

this chapter from the wages of employees and to pay over to the

commissioner the taxes so required to be deducted and withheld sells

out the emplover's business or stock of goods or quits the emplover's

business, such emplovyer's successors or assigns shall withhold a

sufficient portion of the purchase price to cover the amount of such

taxes, and any interest and penalties thereon, due and unpaid, as of the

time of such sale or quitting of the business, until the emplover

produces a receipt from the commissioner showing that the taxes,

interest and penalties have been paid or a certificate indicating that no

such taxes are due.

(2) If the purchaser of a business or stock of goods fails to withhold

a portion of the purchase price as required, the purchaser shall be

personally liable for the payment of the amount required to be

withheld by the purchaser, to the extent of the purchase price, valued

in money. Not later than sixty days after the latest of the dates

specified in subdivision (3) of this subsection, the commissioner shall

either issue a certificate indicating that no taxes are due or mail notice

to the purchaser in the manner provided in section 12-728 of the
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amount that must be paid as a condition of issuing the certificate.

Failure of the commissioner to mail the notice shall release the

purchaser from any further obligation to withhold a portion of the

purchase price as provided in this subsection. The period within which

the obligation of the successor may be enforced shall begin when the

emplover sells out the emplover's business or stock of goods or quits

the business or when the assessment against the employer becomes

final, whichever event occurs later.

(3) For purposes of subdivision (2) of this subsection, the latest of

the following dates shall apply:

(A) The date that the commissioner receives a written request from

the purchaser for a certificate;

(B) The date of the sale or quitting of the business; or

(C) The date that the emplover's records are made available to the

commissioner for audit.

[(e)] (f) As used in this section:

(1) "Employer" means an employer, as defined in Section 3401 of the

Internal Revenue Code;

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

amounts to one or more payees;

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

amounts from a payer;

(4) "Nonpayroll amounts" includes (A) gambling winnings, other
than Connecticut lottery winnings, that are paid to a resident, or to a
person 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,
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nonresident or a part-year 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) payments made to an athlete
or entertainer, where the payments are not wages for federal income
tax withholding purposes and where the commissioner requires the

payer 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 employer's withholding tax returns for the
four quarterly periods within the twelve-month look-back period, and,
in the case of a payer, the liability for the tax required to be deducted
and withheld under this chapter, as shown on the payer's withholding

tax return for the look-back calendar year;

(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 employer is made by

the commissioner;

(7) "Look-back calendar year" means the calendar year preceding by
two years the calendar year for which the annual determination for a

payer is made by the commissioner;

(8) "Seasonal employer" means an employer that regularly in the
same one or more quarterly periods of each calendar year pays no

wages to employees;

(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 employer, as the phrase is

used in Section 3121(a)(7) of the Internal Revenue Code or in
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regulations adopted thereunder;

(10) "Household employer" means an employer 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.

Sec. 6. Subsection (b) of section 12-733 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,
2011):

(b) (1) If the taxpayer omits from Connecticut adjusted gross
income, in the case of an individual, or from Connecticut taxable
income, in the case of a trust or estate, an amount properly includable
therein which is in excess of twenty-five per cent of the amount of
Connecticut adjusted gross income or Connecticut taxable income, as
the case may be, stated in the return, a notice of a proposed deficiency

assessment may be mailed to the taxpayer [within] not later than six

years after the date on which the return is filed. For purposes of this
[subsection] subdivision, there shall not be taken into account any
amount which is omitted in the return if such amount is disclosed in
the return, or in a statement attached to the return, in a manner
adequate to apprise the Commissioner of Revenue Services of the

nature and the amount of such item.

(2) If the taxpayer omits from the Connecticut adjusted gross income
derived from or connected with sources within this state, in the case of
a nonresident individual or part-year resident individual, or from
Connecticut taxable income derived from or connected with sources
within this state, in the case of a nonresident trust or estate of part-year
resident trust, an amount properly includable therein which is in

excess of twenty-five per cent of the amount of Connecticut adjusted
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gross income derived from or connected with sources within this state
or Connecticut taxable income derived from or connected with sources
within this state, as the case may be, stated in the return, a notice of a
proposed deficiency assessment may be mailed to the taxpayer

[within] not later than six years after the date on which the return is

filed. For purposes of this [subsection] subdivision, there shall not be
taken into account any amount which is omitted in the return if such
amount is disclosed in the return, or in a statement attached to the
return, in a manner adequate to apprise the [Commissioner of Revenue

Services] commissioner of the nature and the amount of such item.

(3) If an emplover, as defined in section 12-707, as amended by this

act, omits from Connecticut wages an amount properly includable that

is in excess of twenty-five per cent of the amount of Connecticut wages

stated in the Connecticut withholding tax return required under

section 12-707, as amended by this act, a notice of a proposed

deficiency assessment may be mailed to the employer not later than six

years after the date on which the return is filed. For purposes of this

subdivision, there shall not be taken into account any amount which is

omitted in the return if such amount is disclosed in the return, or in a

statement attached to the return, in a manner adequate to apprise the

commissioner of the nature and the amount of such item.

(4) If a pass-through entity, as defined in subparagraph (D) of

subdivision (2) of subsection (b) of section 12-719, omits from the

Connecticut adjusted gross income derived from or connected with

sources within Connecticut of any nonresident individual who is a

member of such pass-through entity an amount properly includable

therein which is in excess of twenty-five per cent of the amount of

Connecticut adjusted gross income derived from or connected with

sources within Connecticut stated in the return, a notice of a proposed

deficiency assessment may be mailed to the taxpaver not later than six

years after the date on which the return is filed. For purposes of this

subdivision, there shall not be taken into account any amount which is

omitted in the return if such amount is disclosed in the return, or in a

statement attached to the return, in a manner adequate to apprise the
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commissioner of the nature and the amount of such item.

Sec. 7. Subdivision (80) of section 12-412 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from
passage and applicable to all open tax periods):

(80) (A) Sales and the storage, use or other consumption of special
equipment installed in a motor vehicle for the exclusive use of a person
with physical disabilities and repair or replacement parts for such
equipment, whether such repair or replacement parts are purchased
separately or in conjunction with such equipment, and whether such
parts continue the original function or enhance the functionality of

such equipment.

(B) When a motor vehicle in which special equipment exclusively

for the use of a person with physical disabilities has previously been

installed is sold by a licensed motor vehicle dealer for use by a person

with physical disabilities, the taxes imposed by this chapter shall not

apply to the portion of the sales price attributable to such equipment.

Unless established otherwise, the portion of the sales price attributable

to the motor vehicle shall be deemed to be the value determined

pursuant to subsection (b) of section 12-431, as amended by this act.

Sec. 8. Section 12-431 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and
applicable to all open tax periods):

(@) (1) Except as otherwise provided in subdivision (2) or (3) of this
subsection, in case of the purchase of any motor vehicle, snowmobile,
vessel or aircraft other than from a licensed motor vehicle dealer or
licensed motor vehicle lessor, a snowmobile dealer, a licensed marine
dealer or a retailer of aircraft, respectively, the receipts therefrom shall
not be included in the measure of the sales tax, but the purchaser
thereof shall pay a use tax on the total purchase price thereof to the
Commissioner of Revenue Services, as provided in section 12-411, in
the case of tangible personal property purchased from a retailer, and,

in the case of motor vehicles, vessels and snowmobiles, before
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obtaining an original or transferal registration, in accordance with
regulations prescribed by the Commissioner of Revenue Services and
on forms approved by the Commissioner of Revenue Services and the
Commissioner of Motor Vehicles, and, in the case of aircraft, before
obtaining an original or transferal registration, in accordance with
regulations prescribed by the Commissioner of Revenue Services and
on forms approved by the Commissioner of Revenue Services and the

Commissioner of Transportation.

(2) No use tax shall be payable in cases of purchase (A) when the
purchaser is the spouse, mother, father, brother, sister or child of the
seller, (B) when a motor vehicle or vessel is sold in connection with the
organization, reorganization or liquidation of an incorporated
business, provided the last taxable sale or use of the motor vehicle or
vessel was subjected to a tax imposed by this chapter and the
purchaser is the incorporated business or a stockholder thereof, (C)
when a motor vehicle is sold in connection with the organization or
termination of a partnership or limited liability company, provided the
last taxable sale or use of the motor vehicle was subjected to a tax
imposed by this chapter and the purchaser is the partnership or
limited liability company, as the case may be, or a partner or member,
thereof, as the case may be, or (D) when a motor vehicle which has
been declared a total loss pursuant to the provisions of section 14-16c is
rebuilt for sale or use, provided the purchaser was subjected to the tax

imposed by this chapter for the last taxable sale of said vehicle.

(3) When a motor vehicle in which special equipment has

previously been installed exclusively for the use of a person with

physical disabilities is sold for use by a person with physical

disabilities, the purchaser shall pay a use tax on the total purchase

price of the vehicle, less the portion of such price attributable to such

special equipment. Unless established otherwise, the portion of the

purchase price attributable to the motor vehicle shall be deemed to be

the value determined pursuant to subsection (b) of this section.

(b) In order to determine the total purchase price of a motor vehicle
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for the purposes of this section, the commissioner shall, by regulation,
adopt by reference a book of valuations, for various purposes, of motor
vehicles published by a nationally recognized organization. The
commissioner shall, by regulation, determine which of the various
valuations of motor vehicles contained in any such book is appropriate
for the purposes of this section and such value shall, regardless of the
value placed on the motor vehicle at the time of the purchase by the
parties to such transaction, be presumed to be the total purchase price
of such motor vehicle for the purposes of this section unless the
purchaser can prove to the satisfaction of the commissioner that such

value is incorrect.

Sec. 9. Subsection (e) of section 12-286 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2011):

(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. The provisions of this subdivision shall not apply to any

person whose dealer's license has expired, provided the period of

operation without such license is not more than ninety days after the

date of expiration.

(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, as

defined in section 12-330a, 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. The provisions of this subdivision shall not apply to any

person whose dealer's license has expired, provided the period of

operation without such license is not more than ninety days from the

date of expiration.
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(3) Any person whose dealer's license has expired and who

knowingly sells at retail, offers for sale at retail or possesses with intent

to sell at retail anvy cigarettes or taxed tobacco products, as defined in

section 12-330a, where such person's period of operation without such

license is not more than ninety days from the date of expiration of such

license, shall have committed an infraction and shall be fined ninety

dollars.

Sec. 10. Subsection (a) of section 12-304 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2011):

(a) (1) No distributor shall sell, and no other person shall sell, offer
for sale, display for sale or possess with intent to sell, any cigarettes
[(1)] (A) which do not bear stamps evidencing the payment of the tax
imposed by this chapter, or [(2)] (B) the stamping of which is
prohibited by subsection (b) of section 12-302 or subsection (b) of
section 12-303, provided a licensed dealer may keep on hand, at the
location for which such dealer's license is issued, unstamped cigarettes,
other than cigarettes, the stamping of which is prohibited by
subsection (b) of section 12-303, for a period not exceeding twenty-four
hours. Any unstamped cigarettes in the possession of a dealer shall be
presumed to have been held by such dealer for more than twenty-four

hours unless proof is shown to the contrary.

(2) [Any] Except as provided in subdivision (3) of this subsection,

any person who knowingly violates any provision of subdivision (1) of
this subsection shall be fined not more than one thousand dollars or

imprisoned not more than one year or both.

(3) Anv licensed dealer who knowingly violates any provision of

subdivision (1) of this subsection shall have committed an infraction

and shall be fined ninety dollars, provided (A) the quantity of

unstamped cigarettes in the possession of such dealer does not exceed

six hundred cigarettes, and (B) it is such dealer's first violation of the

provisions of this subsection.
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Sec. 11. Section 12-487 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2011):

(a) Each motor carrier operating or causing to be operated on any
highway in this state any qualified motor vehicle, as defined in section
12-478, solely and exclusively in intrastate commerce shall register
each such vehicle with the Commissioner of Revenue Services, for a fee
of ten dollars per vehicle, which registration shall be renewable
annually. On the registration of any such vehicle, said commissioner
shall provide identification markers for such vehicle to be affixed to
the lower rear portion of the exterior side of the vehicle's doors. Such
marker shall remain the property of the state and may be recalled for
any violation of the provisions of this chapter or of the regulations

promulgated hereunder.

(b) (1) Each motor carrier operating or causing to be operated on
any highway in this state any qualified motor vehicle, as defined in
section 12-478, in interstate commerce shall, if such carrier's base
jurisdiction is this state, for purposes of any agreement entered into by
the commissioner under subsection (c) of section 12-486, register each
such vehicle with the Commissioner of Revenue Services, for a fee of
ten dollars per vehicle, which registration shall be renewable annually.
On the registration of any such vehicle, the commissioner shall provide
identification markers for such vehicle to be affixed as required by
such agreement. Such marker shall remain the property of the state
and may be recalled for any violation of the provisions of this chapter

or of the regulations adopted thereunder.

(2) Each motor carrier operating or causing to be operated on any
highway in this state any qualified motor vehicle, as defined in section
12-478, in interstate commerce shall, if such carrier's base jurisdiction is
other than this state, for purposes of any agreement entered into by the
commissioner under subsection (c) of section 12-486, affix, in the
manner required by such agreement, identification markers to such
vehicle.
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(c) No person shall operate or cause to be operated any such vehicle
in this state unless such vehicle bears the identification markers
required by this section, provided the commissioner by letter or
telegram may authorize the operation, for a period not to exceed ten
days as to any one motor carrier, of a vehicle or vehicles without such
identification marker when the enforcement of this section would
cause undue delay and hardship in the operation of such vehicle or
vehicles and when the enforcement of this chapter will not be
adversely affected. Any person operating or causing to be operated in
this state any qualified motor vehicle, as defined in section 12-478, to
which the identification markers required by this section or any
regulations adopted in accordance with the provisions of chapter 54
are not properly affixed shall have committed an infraction, the fine for
which shall be ninety dollars. Any [provision of the general statutes to
the contrary notwithstanding, any] person who is alleged to have
committed such an infraction shall follow the procedures set forth in

section 51-164n or section 51-1640, as applicable.

(d) (1) For purposes of this subsection, "dved diesel fuel" means

diesel fuel that has been dved in compliance with, or in intended

compliance with, regulations adopted under Section 4082 of the

Internal Revenue Code of 1986, or any subsequent corresponding

internal revenue code of the United States, as amended from time to

time; "highwav" has the same meaning as provided in section 14-1; and

"motor vehicle" has the same meaning as provided in section 14-1, but

does not include any passenger motor vehicle, as defined in section 14-

1, or any passenger and commercial motor vehicle, as defined in

section 14-1.

(2) Any person operating or causing to be operated on any highway

any motor vehicle that contains dyed diesel fuel in the fuel supply tank

of the propulsion engine of such vehicle, unless permitted to do so

under a federal law or regulation relating to the use of dyed diesel fuel

on the public hichways, shall be fined not more than one thousand

dollars.
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(3) Any person who, upon request by an authorized official of the

Department of Revenue Services or another state agency, refuses to

allow an inspection of the fuel supply tank of the propulsion engine of

a motor vehicle shall be fined not more than one thousand dollars.

(4) Any person who is alleged to have violated a provision of this

subsection shall follow the procedures set forth in section 51-164n or

section 51-1640, as applicable.

Sec. 12. Section 12-687 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and

applicable to tax periods commencing on or after January 1, 2012):

[(a) 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)] (a) 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, except that (1)

for the first imposition of a penalty under this section relating to a tax
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period beginning on or after January 1, 2012, the penalty shall be equal

to ten per cent of the tax payment required to be made by electronic

funds transfer or two thousand five hundred dollars, whichever is less;

(2) for the second imposition of a penalty under this section relating to

a tax period beginning on or after January 1, 2012, the penalty shall be

equal to ten per cent of the tax payment required to be made by

electronic funds transfer or ten thousand dollars, whichever is less; and

(3) for the third or any subsequent imposition of a penalty under this

section relating to a tax period beginning on or after January 1, 2012,

the penalty shall be equal to ten per cent of the tax payment required

to be made by electronic funds transfer.

[(2)] (b) Where any tax payment is required to be made by electronic

funds transfer, such payment shall be treated as a tax payment not

made in a timely manner if the electronic funds transfer for the amount

of the tax payment is not initiated on or before the due date thereof.

Any tax payment 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 on or
before the due date thereof, there shall be imposed a penalty] shall be

subject to interest in accordance with the applicable provisions of the

general statutes, and a penalty that shall be 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 transfer is for

more than fifteen days.
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Sec. 13. Subdivision (7) of section 12-430 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective
October 1, 2011):

[(7) (A) As used in this section, (i) "nonresident contractor" means a
contractor who does not maintain a regular place of business in this
state; (ii) "regular place of business" means any bona fide office,
factory, warehouse or other space in this state at which a
contractor is doing business in its own name in a regular and
systematic manner, and which place is continuously maintained,
occupied, and used by the contractor in carrying on its business
through its employees regularly in attendance to carry on the
contractor's business in the contractor's own name, except that
"regular place of business" does not include a place of business for a
statutory agent for service of process, or a temporary office or
location used by the contractor only for the duration of the contract,
whether or not at the site of construction, or an office maintained,
occupied and used by a person affiliated with the contractor; (iii)
"contract price" means the total contract price, including deposits,
amounts held as retainage, costs for any change orders, or charges for
add-ons; and (iv) "person doing business with a nonresident
contractor" does not include an owner or tenant of real property used
exclusively for residential purposes and consisting of three or fewer
dwelling units, in one of which the owner or tenant resides, provided
each nonresident contractor doing business with such owner or
tenant shall be required to comply with the bond requirements under

subparagraph (F) of this subdivision.

(B) Any person doing business with a nonresident contractor and
making payments of the contract price to such nonresident contractor
shall deduct and withhold from such payments an amount of five per
cent of such payments, unless such nonresident contractor has
furnished a certificate of compliance as described in subparagraph (E)
of this subdivision. The amounts so required to be deducted and
withheld shall be paid over to the commissioner by the last day of the

month following the calendar quarter following the calendar quarter in
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which the first payment to the nonresident contractor is made, and
every calendar quarter thereafter. Each such payment to the
commissioner shall be accompanied by a form prescribed by the
commissioner. The amount required to be deducted and withheld
from the nonresident contractor, when so deducted and withheld, shall
be held to be a special fund in trust for the state. No nonresident
contractor shall have any right of action against a person deducting
and withholding under this subdivision with respect to any moneys
deducted and withheld and paid over to the commissioner in

compliance with or intended compliance with this subdivision.

(C) A nonresident contractor shall request, in writing, that the
Commissioner of Revenue Services audit the records of such
contractor for a project for which amounts were deducted and
withheld from such contractor under subparagraph (B) of this
subdivision. If such request is not made within three years after the
date the final payment of such amounts was made to the
commissioner, such contractor waives the right to request such audit
and claim a refund of such amounts. The commissioner shall, after
receipt of such request, conduct an audit and issue to the nonresident
contractor a certificate of no tax due or a certificate of tax due from
the nonresident contractor. Not later than ninety days after the
issuance of a certificate of no tax due, the commissioner shall
return to the nonresident contractor the amounts deducted and
withheld from such contractor and paid over to the commissioner.
Upon issuance of a certificate of taxes due, the commissioner may
return to the nonresident contractor the amount by which the
amounts deducted and withheld and paid over to the
commissioner under subparagraph (B) of this subdivision exceed
the amount of taxes set forth in the certificate, together with the

interest and penalties then assessed.

(D) When a person doing business with the nonresident contractor
pays over to the Commissioner of Revenue Services amounts deducted
and withheld pursuant to subparagraph (B) of this subdivision, such

person shall not be liable for any claim of the nonresident contractor
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for such amounts or for any claim of the commissioner for any taxes
of the nonresident contractor arising from the activities of the
nonresident contractor on the project for which the amounts were
paid over. Such payment shall not relieve the person doing business
with the nonresident contractor of such person's liability for use

taxes due on purchases of services from such nonresident contractor.

(E) When a nonresident contractor enters into a contract with the
state, said contractor shall provide the Labor Department with
evidence demonstrating compliance with the provisions of chapters
567 and 568, the prevailing wage requirements of chapter 557 and any
other provisions of the general statutes related to conditions of

employment.

(F) Not later than one hundred twenty days after the
commencement of the contract, or thirty days after the completion of
the contract, whichever is earlier, a nonresident contractor may (i)
furnish a guarantee bond in a sum equivalent to five per cent of the
contract price, or (ii) deposit with the commissioner a cash bond in a
sum equal to five per cent of the contract price, in lieu of the
requirements contained in subparagraph (B) of this subdivision. The
commissioner may accept such bond on such terms and conditions as
the commissioner may require, and upon acceptance of such bond,
shall issue a certificate of compliance to the contractor. The provisions
of subparagraph (C) of this subdivision shall apply to such bond, upon
completion of the contract, in the same manner as such provisions
apply to amounts paid over under subparagraph (B) of this
subdivision.

(G) Upon the furnishing of a certificate of compliance by the
nonresident contractor to the person doing business with a
nonresident contractor, such person shall not be liable for any claim of
the commissioner for any taxes of the nonresident contractor arising
from the activities of such contractor on the project for which the bond
was provided. Such certificate of compliance shall not relieve the

person doing business with the nonresident contractor of such person's
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liability for use taxes due on purchases of services from such

nonresident contractor.

(H) If any person doing business with a nonresident contractor fails
to deduct and withhold and pay over to the commissioner amounts
under subparagraph (B) of this subdivision, or fails to obtain a
certificate of compliance from the nonresident contractor pursuant to
subparagraph (G) of this subdivision, such person shall be personally
liable for payment of any taxes of the nonresident contractor arising
from the activities of such contractor on the project for which such

amounts or certificate were required.]

(7) (A) As used in this subdivision:

(i) "Nonresident contractor" means a contractor or subcontractor

who does not maintain a regular place of business in this state;

(i1) "Resident contractor" means a contractor or subcontractor who

maintains a regular place of business in this state;

(iii) "Verified contractor" means a nonresident contractor or

subcontractor who (I) is registered for all applicable taxes with the

department, (II) has filed all required tax returns with the department,

(ITIT) has no outstanding tax liabilities to the department, and (IV) is

treated as a verified contractor by the commissioner pursuant to

subparagraph (H) of this subdivision and whose status as such is

verified by the commissioner pursuant to subparagraph (I) of this

subdivision;

(iv) "Unverified contractor' means a nonresident contractor or

subcontractor who is not a verified contractor;

(v) "Subcontractor" means a person who is engaged in contracting

real property work and who contracts with a prime or general

contractor to perform all or any part of the contract of the prime or

general contractor, or who contracts with a subcontractor who has

contracted to perform any part of the contract entered into by the
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prime or general contractor;

(vi) "Prime or general contractor" includes (I) any person who

contracts with the owner, lessee or other person having authority to

enter into a contract involving the premises or property that is the

subject matter of the contract, to perform services or furnish materials,

or both, for the construction, alteration or improvement of anvy real

property or project, or (II) any person who owns or leases real estate

for the purpose of developing the real estate other than for his or her

own occupancy, and who, in the development of the real estate,

contracts, alters or makes improvements on it;

(vii) "Regular place of business" means any bona fide office, factory,

warehouse or other space in this state at which a contractor is doing

business in its own name in a regular and systematic manner, and

which place is continuously maintained, occupied and used by the

contractor in carrying on its business through its employees regularly

in attendance to carry on the contractor's business in the contractor's

own name, except that "regular place of business" does not include a

place of business for a statutory agent for service of process, or a

temporary office or location used by the contractor only for the

duration of the contract, whether or not at the site of construction, or

an office maintained, occupied and used by a person affiliated with the

contractor;

(viii) "Contract price" means the total contract price, including

deposits, amounts held as retainage, costs for any change orders or

charges for add-ons;

(ix) "Person doing business with an unverified contractor" does not

include an owner or tenant of real property used exclusively for

residential purposes and consisting of three or fewer dwelling units, in

one of which the owner or tenant resides;

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

(xi) "Department" means the Department of Revenue Services; and
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(xii) "Certificate of compliance" means a certificate issued to an

unverified subcontractor by the commissioner, exonerating such

subcontractor from sales or use taxes owed by such subcontractor

under this chapter and any income tax withholding owed by such

subcontractor pursuant to chapter 229, but only to the extent that such

taxes arise from the activities of such subcontractor on the project for

which such certificate was required.

(B) Any person doing business with a prime or general contractor

who is an unverified contractor shall obtain proof that such contractor

has posted with the commissioner a good and valid bond with a surety

company authorized to do business in this state in an amount equal to

five per cent of the contract price, to secure the payment of any sums

due under this chapter either from such contractor or from any

subcontractor who enters into a contract with such contractor or any

subcontractor thereto to perform anv part of the contract entered into

by such contractor or subcontractor thereto.

(C) (i) Every prime or general contractor who is an unverified

contractor shall post with the commissioner a good and valid bond

with a surety company authorized to do business in this state in an

amount equal to five per cent of the contract price, to secure the

payment of any sums due under this chapter either from such

contractor or from any subcontractor who enters into a contract with

such contractor to perform any part of the contract entered into by

such contractor. The commissioner shall release such contractor from

its obligations under such bond if it has been established, to the

commissioner's satisfaction, that such contractor has met the

requirements of either clause (ii) or (iii) of this subparagraph.

(i1) If a prime or general contractor who is an unverified contractor

establishes, to the satisfaction of the commissioner by submitting such

documentation, including any forms prescribed by the commissioner,

as the commissioner deems necessary, that such contractor has paid all

of the taxes that it owes in connection with the contract and that its

subcontractors who are unverified contractors have paid all of the
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taxes that they owe in connection with the contract, the commissioner

shall release such contractor from its obligations under the bond.

(iii) () If a prime or general contractor who is an unverified

contractor establishes, to the satisfaction of the commissioner by

submitting such documentation, including any forms prescribed by the

commissioner, as the commissioner deems necessary, that such

contractor has paid all of the taxes that it owes in connection with the

contract, has held back an amount equal to five per cent of the

payvments being made by such contractor in connection with the

contract to its subcontractors who are unverified contractors, and has

complied with the provisions of either subclause (V) or (VI) of this

clause, as the case may be, the commissioner shall release such

contractor from its obligations under the bond.

(II) Every prime or general contractor who is an unverified

contractor and doing business with a subcontractor who is an

unverified contractor shall hold back an amount equal to five per cent

of such payments otherwise required to be made to such subcontractor

until such subcontractor furnishes such contractor with a certificate of

compliance, as described in this clause, authorizing the full or partial

release of the amount held back from such payments to such

subcontractor. Such contractor shall provide written notice of the

requirement to hold back to each subcontractor who is an unverified

contractor not later than the time of commencement of work under the

contract by such subcontractor.

(ITIT) The amount required to be held back from a subcontractor who

is an unverified contractor, when so held back, shall be held to be a

special fund in trust for the state. No such subcontractor shall have any

right of action against a prime or general contractor holding back

under this clause with respect to any amount held back in compliance

with or intended compliance with this clause.

(IV) Any subcontractor who is an unverified contractor shall, upon

the completion of its work under the contract, request the
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commissioner, in writing, for the issuance of a certificate of compliance

to such subcontractor. Such subcontractor shall submit, with such

request, such documentation, including any forms prescribed by the

commissioner, as the commissioner deems necessary. The

commissioner shall, after receipt of such request and such required

documentation, review the documentation in the context of generally

accepted construction industry cost guidelines for the scope and type

of construction project. Not later than one hundred twenty days after

the receipt by the commissioner of the required documentation, the

commissioner shall either issue a certificate of compliance authorizing

the full or partial release of an amount held back from payments being

made to such subcontractor, or shall be deemed to have issued such

certificate.

(V) If the commissioner issues a certificate of compliance

authorizing a full release of the amount held back from a subcontractor

who is an unverified contractor, the prime or general contractor

holding back such amount shall pay over such amount to such

subcontractor. Such contractor shall not be liable for any claim of the

commissioner for any taxes of such subcontractor arising from the

activities of such subcontractor on the project.

(V) If the commissioner issues a certificate of compliance

authorizing a partial release of the amount held back from a

subcontractor who is an unverified contractor, the prime or general

contractor holding back such amount shall pay over the released

amount to such subcontractor and shall pay over the unreleased

amount to the commissioner. When such contractor pays over to the

commissioner an amount held back in accordance with this subclause,

such contractor shall not be liable for anv claim of such subcontractor

for such amount or for any claim of the commissioner for any taxes of

such subcontractor arising from the activities of such subcontractor on

the project for which the amount was paid over. If the amount that

such contractor is required to pay over to the commissioner is not paid

over on or before the thirtieth day after the date of mailing of such

certificate of compliance, such contractor shall be liable for a penalty
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equal to ten per cent of such amount. The amount that such contractor

is required to pay over to the commissioner, and the penalty thereon,

may be collected under the provisions of section 12-35.

(VII) The commissioner shall treat the issuance to a subcontractor

who is an unverified contractor of a certificate of compliance

authorizing a partial release of an amount held back in the same

manner as the issuance to such subcontractor of a notice of assessment

under section 12-415.

(VIII) The issuance to a subcontractor who is an unverified

contractor of a certificate of compliance shall not preclude the

commissioner, in the exercise of the commissioner's authority under

this chapter, from examining the tax returns and books and records of

such subcontractor and, if appropriate and other than in connection

with the project for which the certificate of compliance was issued,

from making an assessment against such subcontractor.

(D) (i) Every prime or general contractor who is either a resident

contractor or a verified contractor and doing business with a

subcontractor who is an unverified contractor shall hold back an

amount equal to five per cent of such payments otherwise required to

be made to such subcontractor until such subcontractor furnishes such

contractor with a certificate of compliance, as described in this

subparagraph, authorizing the full or partial release of the amount

held back from such payments to such subcontractor. Such contractor

shall provide written notice of the requirement to hold back to each

subcontractor who is an unverified contractor not later than the time of

commencement of work under the contract by such subcontractor.

(i1) The amount required to be held back from a subcontractor who

is an unverified contractor, when so held back, shall be held to be a

special fund in trust for the state. No such subcontractor shall have any

right of action against a prime or general contractor holding back

under this subparagraph with respect to any amount held back in

compliance with or intended compliance with this subparagraph.
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(iii) A subcontractor who is an unverified contractor shall, upon the

completion of its work under the contract, request the commissioner,

in writing, for the issuance of a certificate of compliance to such

subcontractor. Such subcontractor shall submit, with such request,

such documentation, including any forms prescribed by the

commissioner, as the commissioner deems necessary. The

commissioner shall, after receipt of such request and such required

documentation, review the documentation in the context of generally

accepted construction industry cost guidelines for the scope and type

of construction project. Not later than one hundred twenty days after

the receipt by the commissioner of the required documentation, the

commissioner shall either issue a certificate of compliance authorizing

the full or partial release of an amount held back from payments being

made to such subcontractor or shall be deemed to have issued such

certificate.

(iv) If the commissioner issues a certificate of compliance

authorizing a full release of the amount held back from a subcontractor

who is an unverified contractor, the prime or general contractor

holding back such amount shall pay over such amount to such

subcontractor. Such contractor shall not be liable for any claim of the

commissioner for any taxes of such subcontractor arising from the

activities of such subcontractor on the project.

(v) If the commissioner issues a certificate of compliance authorizing

a partial release of the amount held back from a subcontractor who is

an unverified contractor, the prime or general contractor holding back

such amount shall pay over the released amount to such subcontractor

and shall pay over the unreleased amount to the commissioner. When

such contractor pays over to the commissioner an amount held back in

accordance with this clause, such contractor shall not be liable for any

claim of such subcontractor for such amount or for any claim of the

commissioner for any taxes of such subcontractor arising from the

activities of such subcontractor on the project for which the amount

was paid over. If the amount that such contractor is required to pay

over to the commissioner is not paid over on or before the thirtieth day
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after the date of mailing of such certificate of compliance, such

contractor shall be liable for a penalty equal to ten per cent of such

amount. The amount that such contractor is required to pay over to the

commissioner, and the penalty thereon, mayv be collected under the

provisions of section 12-35.

(vi) The commissioner shall treat the issuance to a subcontractor

who is an unverified contractor of a certificate of compliance

authorizing a partial release of an amount held back in the same

manner as the issuance to such subcontractor of a notice of assessment

under section 12-415.

(vii) The issuance to a subcontractor who is an unverified contractor

of a certificate of compliance shall not preclude the commissioner, in

the exercise of the commissioner's authority under this chapter, from

examining the tax returns and books and records of such subcontractor

and, if appropriate and other than in connection with the project for

which the certificate of compliance was issued, from making an

assessment against such subcontractor.

(E) When a nonresident contractor enters into a contract with the

state, such contractor shall provide the Labor Department with

evidence demonstrating compliance with the provisions of chapters

567 and 568, the prevailing wage requirements of chapter 557 and any

other provisions of the general statutes related to conditions of

employment.

(F) (i) If any person doing business with an unverified prime or

general contractor fails to comply with the provisions of this

subdivision, such person shall, except as otherwise provided by clause

(i1) of this subparagraph, be personally liable for payment of any taxes

of the unverified contractor arising from the activities of such

contractor on the project. For purposes of this clause, "taxes of the

unverified contractor" means any sales or use taxes owed by the

unverified contractor under this chapter and any income tax

withholding owed by the unverified contractor pursuant to chapter
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229.

(i1) Except as otherwise provided in clause (iii) of this subparagraph,

the personal liability of any person doing business with an unverified

prime or general contractor for payment of any taxes of such

unverified contractor arising from the activities of such contractor on

the project shall not exceed an amount equal to five per cent of the

contract price required to be paid to such unverified contractor.

(iii) Notwithstanding the provisions of clause (ii) of this

subparagraph, any person doing business with an unverified prime or

general contractor shall, in addition to such person's personal liability

under clause (ii) of this subparagraph, remain liable for use taxes due

on purchases of services from such unverified contractor in connection

with the project.

(G) The provisions of this subdivision shall not apply to any

contract in which the contract price for the entire project is less than

two hundred fifty thousand dollars.

(H) (i) The commissioner shall treat as a verified contractor or

subcontractor every nonresident contractor or subcontractor who (I)

has been registered for all applicable taxes with the department for at

least three years preceding the contract; and (II) has filed all required

tax returns with the department and has no outstanding tax liabilities

to the department.

(ii)) The commissioner shall treat as a verified contractor or

subcontractor every nonresident contractor or subcontractor not

otherwise eligible to be treated as a verified contractor or

subcontractor pursuant to clause (i) of this subparagraph who (I) is

registered for all applicable taxes with the department; (II) has filed all

required tax returns with the department and has no outstanding tax

liabilities to the department; and (III) posts with the commissioner a

¢ood and valid bond with a surety company authorized to do business

in this state in an amount determined by the commissioner, as

provided in subdivision (1) of this section.
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() Notwithstanding the provisions of section 12-15, the

commissioner shall, upon request, verify whether or not a nonresident

contractor or subcontractor is a verified contractor.

() Notwithstanding the provisions of section 12-15, the

commissioner shall, upon request, disclose to a person doing business

with a subcontractor who is an unverified contractor and otherwise

required by this subdivision to hold back an amount from payments

being made to such subcontractor, whether a certificate of compliance

has been requested by, or issued to, such subcontractor by the

commissioner, and the commissioner may disclose a copy of such

certificate to such person doing business with such subcontractor.

(K) Notwithstanding the provisions of section 12-15, the
commissioner shall, upon request, disclose to a person doing business

with a prime or general contractor who is an unverified contractor

whether a good and valid bond with a surety company authorized to

do business in this state has been posted with the commissioner by

such prime or general contractor.

(L) Notwithstanding the provisions of section 12-15, the

commissioner shall, upon request, verify whether or not any contractor

or subcontractor is a resident contractor."

This act shall take effect as follows and shall amend the following
sections:

Section 1 from passage 12-35f(b)

Sec. 2 from passage and 12-216a
applicable to income years

commencing on or after
January 1, 2011

Sec. 3 October 1, 2011, and 12-242¢
applicable to estimated
corporation business tax
payments for income years

commencing on or after
January 1, 2012
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Sec.

4

July 1, 2011, and
applicable to tax periods
ending on or after said date

12-686(a)(3)

Sec.

July 1, 2011, and
applicable to sales of a
business or stock of goods
occurring on or after said
date

12-707

Sec.

from passage and
applicable to taxable years
commencing on or after
January 1, 2011

12-733(b)

Sec.

from passage and
applicable to all open tax
periods

12-412(80)

Sec.

from passage and
applicable to all open tax
periods

12-431

Sec.

July 1, 2011

12-286(e)

Sec.

10

July 1, 2011

12-304(a)

Sec.

11

July 1, 2011

12-487

Sec.

12

from passage and
applicable to tax periods
commencing on or after
January 1, 2012

12-687

Sec.

13

October 1, 2011

12-430(7)
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