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Description; Conferences and Hearings; Procedure for Requesting the
Promulgation, Amendment or Repeal of a Regulation; Petition for
Declaratory Ruling; Regulations and Forms

Sec. 12-2-1.
Repealed, December 18, 1980.

Sec. 12-2-1a. Description

(8) The department of revenue services has its headquarters at 92 Farmington
Avenue, Hartford, Connecticut 06115. It operates under the direction of the commis-
sioner of revenue services, who isappointed to afour-year term by the Governor, with
the advice and consent of either house of the General Assembly. The commissioner
appoints the deputy commissioner of revenue services to assist him. The director
of protests and hearings reports directly to the commissioner.

(b) For the purpose of administering the enforcing the provisions of Title 12 of
the Connecticut General Statutes, the commissioner, in addition to organizing his
own immediate office, has divided the department into six divisions.

(1) Theadministration divisioniscomprised of the business section, the personnel
and payroll section, and the records section and is headed by the director of adminis-
trative and fiscal services. The division is responsible for preparing the budget of
the department, supervising personnel matters, communicating with the Internal
Revenue Service, and providing statistical data to the General Assembly.

(2) Theaudit divisioniscomprised of the examination section, the administration
section, the evaluation section and the personal taxes section and is headed by the
director of audit division. The division is responsible for the audit of all tax returns.

(3) The collection and enforcement division is comprised of the delinquency
section, the deficiency section, the abatements and bankruptcies section, the enforce-
ment section, and the field unit and is headed by the director of collection and
enforcement division. The division is responsible for the collection of delinquent
and deficient taxes; for the settlement of tax claims against bankrupt taxpayers; and
for the investigation of tax evaders.

(4) The inheritance division is comprised of the computation and collection
section, the clerical section, and the legal section and is headed by the first assistant
commissioner of revenue services. The division is responsible for the computation
of the succession and estate taxes on al estates and for the billing and collection
of these taxes. The first assistant commissioner of revenue services is assisted in
the execution of his duties by the chief inheritance attorney, who is in charge of
the legal section.

(5) The lega division is comprised of the taxpayer relations section and the
technical support section and is headed by the director of legal division. Thedivision
is responsible for legal research concerning tax matters; for the formulation of
regulations and proposed legidation; and for the dissemination of tax information
to the public. Assistant attorneys general are assigned to the department and act as
legal counsel to the commissioner in all litigation and other civil proceedings.

(6) Theoperationsdivisioniscomprised of the registration section, the processing
section, the data processing section, and the accounts receivable section and is
headed by the director of operations division. This division initiates and maintains
taxpayer files; receives, prepares, and processes all tax returns; and initiates and
maintains the accounts receivable files.

(Effective December 18, 1980)
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Sec. 12-2-2.
Repealed, December 18, 1980.

Sec. 12-2-2a. Conferences and hearings

(a) Succession and estate taxes

(1) Informal conferences, although not expressly authorized by statute, are held
at the headquarters of the department of revenue services.

(2) There are no statutory provisions for hearings before the commissioner or
his authorized agent. If ataxpayer is aggrieved by a determination of the commis-
sioner with respect to vauation of an estate, extent of taxability, domicile, or
computation of tax, the taxpayer is entitled to a hearing before the probate court of
the district in which the decedent resided with aright of appeal to the superior court.

(b) Other taxes

(1) (A) There are statutory provisions for hearings before the commissioner or
his authorized agent. If a taxpayer is aggrieved by the action of the commissioner
or his authorized agent in fixing the amount of any tax or in imposing any penalty,
the taxpayer or its duly authorized representative may request, in writing, a formal
hearing, within thirty days after the notice of such action is mailed pursuant to
sections 12-207 (Insurance Companies, Hospital and Medical Services Corporations
Tax), 12-236 (Corporation Business Tax), 12-248 (Air Carriers Tax), 12-268i
(Express, Telegraph, Telephone, Cable, Car and Community Antenna Television
System Companies Tax, Utility Companies Tax, and Public Service Companies
Tax), 12-418 (2) and 12-421 (Sadles and Use Tax), 12-473 (Gasoline and Specid
Fuel Taxes), 12-521 (Capital Gains and Dividends Tax), and 12-553 (Admissions,
Cabaret and Dues Tax) of the Connecticut General Statutes and within ten days
after the notice of such action is mailed pursuant to sections 12-252 (Railroad
Companies Tax), 12-311 (Cigarette Taxes), and 12-447 (Alcoholic Beverages Tax)
of the Connecticut General Statutes, setting forth the reasons why such a hearing
should be granted and the amount in which such tax should be reduced. Any such
request will be considered to have been made as of the time or date of the United
States Postal Service postmark. A request for an informal conference may be made
simultaneously with or subsequent to a request for a formal hearing.

(B) If the request for aforma hearing is granted, the commissioner shall notify
the taxpayer or its duly authorized representative of the time and place fixed for
such hearing not later than ten days prior to the date of such hearing.

(C) The commissioner may be represented by his authorized agent. The taxpayer
may be represented by its duly authorized representative, whether it be its attorney,
accountant or employee. Opportunity shall be afforded all partiesto present evidence
and argument, both orally and in writing, on al issues involved. A party may
conduct cross-examinations required for a full and true disclosure of the facts.

(D) The commissioner may, by notice in writing at any time within three years
after the date when any return of the taxpayer was due or within three years after
the date when any return was filed, whichever is later, order a hearing on his own
initiative and require the taxpayer or any other individual whom he believes to be
in possession of relevant information concerning the taxpayer to appear before
him or his authorized agent, with any specified books of account, papers or other
documents, for examination under oath.

(E) Inthe discretion of the commissioner or his authorized agent, if the commis-
sioner is represented by such agent, a hearing may be continued from time to
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time, upon the request of either party. Informal conferences may be scheduled in
the interim.

(F) A transcript shall be made of a hearing and a copy shall be mailed to the
taxpayer or its duly authorized representative. The taxpayer or its duly authorized
representative may then submit additional briefs, exhibits or proposed findings of
fact, provided that the taxpayer or its duly authorized representative promptly notify
the commissioner or his authorized agent of its intention to do so, and provided
that the briefs, exhibits or proposed findings of fact are, in fact, submitted
promptly thereafter.

(G) Any decision of the commissioner or his authorized agent resulting from a
hearing shall be considered as such when made. Promptly thereafter, the taxpayer
or its duly authorized representative shall be notified of such decision by mail.

(2) (A) Informal conferences, although not expressly authorized by stetute, are
held at the headquarters of the department of revenue services. Such conferences
can be scheduled prior to or subsequent to formal hearings.

(B) A request for an informal conference will not constitute and will not be
considered a request for a formal hearing.

(C) The commissioner may be represented by his authorized agent. The taxpayer
may be represented by its duly authorized representative, whether it is its attorney,
accountant or employee.

(D) A forma record is not made of any informal conference; however, either
party may, if it wishes, make its own record of the proceedings.

(3) If thecommissioner isof the opinion that arequest for aconference or hearing
will result in a delay which may in any way jeopardize the interests of the state of
Connecticut, the commissioner shall require the posting of such security as he deems

necessary to protect the interests of the state.
(Effective December 18, 1980)

Sec. 12-2-3.
Repealed, December 18, 1980.

Sec. 12-2-3a. Procedurefor requesting the promulgation, amending or repeal
of a regulation

(a) A petition requesting the promulgation, amendment or repeal of adepartmental
regul ation shall be accepted by the commissioner if the petitioner proceedsasfollows:

(1) Thepetition shall beinwriting and submitted to the Commissioner of Revenue
Services, 92 Farmington Avenue, Hartford, Connecticut 06115.

(2) The petition shall be signed by the petitioner or a duly authorized representa-
tive and shall include, for purposes of reply, the address of the petitioner or a duly
authorized representative.

(3) A copy of the petition shall be served by the petitioner on any person whom
the petitioner has reason to believe may not otherwise have knowledge thereof and
may fairly be said to have an interest therein. Certification of such service shall be
included in or attached to the petition.

(4) The petition shall clearly state the language to be promulgated, amended or
repealed. The same petition may include matter to be promulgated as well as matter
to be amended or repeal ed.

(5) Thepetition may include astatement of facts and argumentsin support thereof.

(b) Within thirty days of receipt of the petition, the commissioner, in his discre-
tion, either shall deny the petition in writing, stating reasons for his denial, or shall
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initiate regulation-making proceedings in accordance with section 4-168 of the

Connecticut General Statutes.
(Effective December 18, 1980)

Sec. 12-2-4.
Repealed, December 18, 1980.

Sec. 12-2-4a. Petition for declaratory ruling

(a) A petition for declaratory ruling as to the applicability of any statute or of
any regulation or order of the department shall be accepted by the commissioner if
the petitioner proceeds as follows:

(1) Thepetition shall beinwriting and submitted to the Commissioner of Revenue
Services, 92 Farmington Avenue, Hartford, Connecticut 06115.

(2) The petition shall be signed by the petitioner or a duly authorized representa-
tive and shall include, for purposes of reply, the address of the petitioner or a duly
authorized representative.

(3) A copy of the petition shall be served by the petitioner on any person whom
the petitioner has reason to believe may not otherwise have knowledge thereof and
may fairly be said to have an interest therein. Certification of such service shall be
included in or attached to the petition.

(4) The petition shall state clearly the question of applicability upon which a
ruling is sought and the factual background of the issue.

(5) The petition shall state the position of the petitioner with respect to the
question of applicability.

(6) The petition may includelegal argumentsin support of the position of the peti-
tioner.

(b) Within thirty days of receipt of the petition, the commissioner, in his discre-
tion, may dispose of the petition either by written refusal to issue the declaratory
ruling sought, stating reasons for such refusal, or by issuance of the declaratory
ruling sought.

(Effective December 18, 1980)

Sec. 12-2-5.
Repealed, December 18, 1980.

Sec. 12-2-5a.
Repealed, April 6, 2000.

Sec. 12-2-6.
Repealed, December 18, 1980.

Sec. 12-2-7. Reserved

Procedures

Sec. 12-2-8. Notice concerning dissolution

(a) Preamble. Each dissolved stock corporation organized under the laws of this
state shall send the notice concerning dissolution which is described in subsection
(b) of this section to the commissioner of revenue services, whether or not the
corporation elects to proceed in respect of creditors as provided under section 33-
379 (d). In the event that the corporation elects to proceed in respect of creditors
as provided under section 33-379 (d), the notice required under that section shall
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a so be sent to the commissioner of revenue services, whether or not the department
of revenue services is a known creditor of the corporation. In the event that the
corporation elects not to proceed in respect of creditors as provided under section
33-379 (d), a current statement from the commissioner of revenue services showing
that the corporation has paid al its taxes, that it was not liable for any taxes or that
it has made adequate provisions for the future payment of any of its unpaid taxes
shall aso be obtained. Failure to send the notice required under section 33-379 (d),
if the corporation elects to proceed thereunder, or failure to obtain the current
statement required under section 33-380 (b), if the corporation elects not to proceed
under section 33-379 (d), shall exposeto suit (1) the corporation, by virtue of section
33-378 (e); (2) a shareholder in a derivative capacity, by virtue of section 33-378
(e) and (f) and section 33-359, if the shareholder has received a distribution of
assets from the corporation, knowing the distribution to be improper under chapter
599; and (3) a director, by virtue of section 33-321 (b), if the director voted for a
distribution of assets improper under chapter 599. Subsection (b) of this section
describes the required content of the notice concerning dissolution which shall be
sent to the commissioner of revenue services by each dissolved stock corporation
organized under the laws of this state. Subsection (c) of this section describes the
procedure which must be followed in sending the notice concerning dissolution
which is described in subsection (b) of this section.

(b) Required contents of notice. The required contents of the notice concerning
dissolution include—

(1) acopy of the notice required to be published under section 33-379 (a) plus
a statement indicating the dates of publication of the notice in the Connecticut Law
Journal plus a statement indicating the name of the newspaper having a general
circulation in the town of the corporation’s principa office in which the notice is
published and the dates of publication.

(2) a statement indicating the name of the person to which, the place a which
and the time within which claims against the corporation are to be presented.

(3) a statement indicating whether the corporation has elected to proceed in
respect of creditors as provided in section 33-379 (d) or whether the corporation is
seeking to obtain the current statement from the commissioner as provided in section
33-380 (b).

(4) if the corporation elects to proceed in respect of creditors as provided under
section 33-379 (d), a copy of the notice required to be published under section 33-
379 (d) plus a statement indicating the dates of publication of the notice in the
Connecticut Law Journal plusthe name of the newspaper having ageneral circulation
in the town of the corporation’s principal office in which the notice is published
and the dates of publication.

(5) a statement indicating the tax registration number assigned by the commis-
sioner of revenue services to the corporation.

(c) Procedure. The notice concerning dissolution shall be served by registered
or certified mail in a plain cover, envelope or other appropriate wrapper, postage
prepaid, to the following address: Department of Revenue Services, 92 Farmington
Avenue, Hartford, Connecticut 06105, Att: Division Chief, Office Services Subdivi-
sion, Audit Division. The caption ‘‘NOTICE CONCERNING DISSOLUTION"’

must appear on the cover, envelope or wrapper.
(Effective December 19, 1984)
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Sec. 12-2-9. Reguest by a purchser for a clearance certificate pertaining to
taxes imposed by chapter 219

(a) In general. Any person who purchases the business or stock of goods of a
retailer is requried under section 12-424 (1) to withhold a sufficient amount of the
purchase price to cover the liability of such retailer for the taxes imposed under
chapter 219 (the sales and use taxes). The purchaser shall turn over such amount
if and only if such retailer furnishes either a receipt from the commissioner showing
that such liability has been paid or a certificate (the clearance certificate) from the
commissioner stating that no taxes imposed under chapter 219 are due. Section 12-
424 (2) allows the purchaser to request a clearance certificate. A condition precedent
to the issuance of a clearance certificate is the payment of the liability of such
retailer for the taxes imposed under chapter 219. Subsection (b) of this section
describes the required content of the request by such purchaser for a clearance
certificate from the commissioner. Subsection (c) of this section describes the proce-
dure which must be followed in making arequest for a clearance certificate. Subsec-
tion (d) of this section describes the procedure which must be followed by the
commissioner in dealing with a request for a clearance certificate.

(b) Required contents of request. The required contents of the request for a
clearance certificate include —

(1) the name and address of the purchaser;

(2) thetax registration number, if any, assigned to the purchaser by the commis-
sioner;

(3) the name and address of the retailer;

(4) the tax registration number assigned to the retailer by the commissioner;

(5) the purchase price, including the fair market value of any consideration other
than money, paid or transferred directly or indirectly to the retailer by the purchaser,
incdluding the amount of any liability to which property purchased by the purchaser
from the retailer is subject, and the amount of any liability of the retailer to the
purchaser offset against the purchase price;

(6) acopy of the purchase agreement and any attachments thereto.

The notice of transfer required by section 42a-6-106 (Uniform Commercial
Code —Bulk Transfers) shall not constitute a request for a clearance certificate,
even if the commissioner is a creditor of the transferor and the transferee gives
notice of the transfer to the commissioner in the manner provided in section 42a
6-106.

(c) Procedureto befollowed in making a request for a clearance certificate.
The request for a clearance certificate shall be served by registered or certified mail
in a plain cover, envelope or other appropriate wrapper, postage prepaid, to the
following address: Department of Revenue Services, 92 Farmington Avenue, Hart-
ford, Connecticut 06105, Attn: Division Chief, Office Services Subdivision, Audit
Division. The caption ‘‘REQUEST FOR CLEARANCE CERTIFICATE must
appear on the cover, envelope or wrapper.

(d) Procedureto be followed by the commissioner in dealing with a request
for a clearance certificate. The officer who is specified in subsection (c) of this
section shall determine whether the request meets the requirements of subsections
(b) and (c) of this section. If the request failsto meet such requirements, such officer
shall send notice of such failure to the person who made such request. In such
event, such person will be deemed not to have made a request for a clearance
certificate. If the request meets the requirements of subsections (b) and (c) of this
section, such officer shall send notice of the amount which must be paid as a
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condition precedent to the issuance of a clearance certificate or, if no amount must
be paid, shall send a clearance certificate. If the notice of the amount which must
be paid is not sent within sixty days of the receipt of the request for a clearance
certificate, the purchaser shall not be liable for any unpaid taxes imposed under
chapter 219 on the retailer. The notice of the amount which must be paid will be
deemed to have been sent on the date shown by the post office cancellation mark

stamped upon the cover, envelope or other wrapper.
(Effective December 19, 1984)

Sec. 12-2-10. Request for disclosure of confidential information

(@) Ingeneral. Thedisclosure of any information (1) obtained by an investigation
of the records of any person examined by the commissioner or his authorized agent
in the discharge of duties involved in the administration of revenue statutes or (2)
contained in any return, statement or report required to be filed with or submitted
to the commissioner isunlawful, except to the extent that such disclosureis permitted
by section 12-15 (@). Section 12-15 (a) and subsections (b), (c) and (d) of this
section describe the circumstances under, and persons to, which certain information
will be disclosed. Subsection (b) of this section conditions the disclosure of informa-
tion to other officers of the State of Connecticut on the submission of documents
specified therein. Subsection (c) of this section conditions the disclosure of informa-
tion to a taxpayer or its authorized representative on the submission of documents
specified therein. Subsection (d) of this section conditions the disclosure of informa-
tion to a successor, receiver, trustee, executor, administrator, assighee or guarantor
of ataxpayer on the submission of documents specified therein. Subsection (€) of
this section describes the procedure which must be followed in making a request
for disclosure of information. Authority for the promulgation of this section is to
be found in section 12.2.

(b) Other officers of this state. The information specified in subsection (&) of
this section shall be disclosed to an officer of the State of Connecticut if and only if—

(1) awritten request is made by the agency head of the Connecticut state agency;

(2) such request states with particularity the information which is sought;

(3) such request states that such information is required in the course of duty of
such state agency or that reasonable cause to believe that a state law with which
such state agency is charged with enforcement is being violated exists; and

(4) such request is acknowledged in the manner and form provided by chapter
6 of the Connecticut General Statutes.

(c) Written requests by taxpayer s and their authorized representatives; writ-
ten documents authorizing disclosure to authorized representatives.

(1) Upon written request by ataxpayer or by the taxpayer’ s authorized representa-
tive, the commissioner may disclose the taxpayer’s returns, as defined in section
12-15 of the General Statutes, or the taxpayer’s return information, as defined in
section 12-15 of the General Statutes, to the taxpayer or to the taxpayer’ s authorized
representative. The authorized representative may be an individual or an entity (e.g.,
a corporation, partnership, trust or organization).

(2) If the written request described in subdivision (1) of this subsection is made
by the authorized representative, it shall be accompanied by a written document,
authorizing the disclosure, that is signed by the taxpayer; provides the taxpayer's
full name, address, socia security number or federal employer identification number,
and Connecticut tax registration number, and the authorized representative’s full
name, address, and telephone number; and identifies the specific tax and specific
taxable period or periods to which the request pertains.
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(3) (A) In the event that such taxpayer is a corporation, the written document
authorizing disclosure to an authorized representative described in subdivision (2)
of this subsection shall be signed by any corporate officer who has legal authority
to bind such taxpayer; any person who is designated by the board of directors or
other governing body of the corporation; any officer or employee of the corporation
upon written request signed by a principal officer of the corporation and attested
by the secretary or other officer of the corporation; or any other person who is
authorized to receive or inspect the corporation’s return or return information under
section 6103(e)(1)(d) of the Internal Revenue Code. The written request described
in subdivision (1) of this subsection shall be signed by the authorized representative
or by any person authorized by this subparagraph to sign the written document
authorizing disclosure to an authorized representative described in subdivision (2)
of this subsection.

(B) In the event that such taxpayer is a trust or estate, the written document
authorizing disclosure to an authorized representative described in subdivision (2)
of this subsection shall be signed by the fiduciary of such taxpayer. The written
request described in subdivision (1) of this subsection shall be signed by the author-
ized representative or by the fiduciary of the taxpayer.

(C) Inthe event that such taxpayer is a partnership, the written document authoriz-
ing disclosure to an authorized representative described in subdivision (2) of this
subsection shall be signed by any person who was a member of such partnership
during any part of the taxable period or periods to which such request pertains. The
written request described in subdivision (1) of this subsection shall be signed by
the authorized representative or by any person authorized by this subparagraph to
sign the written request described in subdivision (1) of this subsection.

(d) Successors, receivers, trustees, executors, administrators, assignees and
guarantors. The itemsincluded in the measure of the tax and the amount of unpaid
taxes, penalties and interest due and owing from a taxpayer shall be disclosed to a
successor, receiver, trustee, executor, administrator, assignee or guarantor of such
taxpayer if and only if—

(1) a written request is made by such successor, receiver, trustee, executor,
administrator, assignee or guarantor;

(2) suchrequest demonstratesthat status asasuccessor, receiver, trustee, executor,
administrator, assignee or guarantor of such taxpayer is possessed and appropriate
legal documents creating such status are submitted with such request; and

(3) such request demonstrates that such successor, receiver, trustee, executor,
administrator, assignee or guarantor is directly interested in such disclosure.

(e) Procedure. The requests specified in subsections (b), (c) and (d) of this
section shall be mailed in a plain cover, envelope or other appropriate wrapper,
postage prepaid, to the following address: Department of Revenue Services, 92
Farmington Avenue, Hartford, Connecticut 06105, Attn: Director, Taxpayer Services
Division. The caption ‘‘REQUEST FOR DISCLOSURE OF CONFIDENTIAL

INFORMATION’’ must appear on the envelope.
(Effective January 7, 1992; amended November 3, 1999)

Sec. 12-2-11. Waiver of penalties not in excess of one hundred dollars

(@) Scope. Various provisions of title 12 of the Connecticut General Statutes
provide that, subject to the provisions of section 12-3a, the commissioner of revenue
services may waive penalties, in wholeor in part, when it is proven to his satisfaction
that the failure to pay any tax on time was due to reasonable cause and was not
intentional or due to neglect. Section 12-3a pertains to the tax review committee
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and to its waiver of penalties in excess of one hundred dollars. Section 12-3a-1
establishes guidelines for the waiver of such penalties by the tax review committee.
This regulation establishes guidelines for the waiver of penalties not in excess of
one hundred dollars by the commissioner of revenue services. Subsection (b) of
thisregulation provides examplesof afailureto pay any tax ontime dueto reasonable
cause, and subsection (c) of this regulation provides examples of an unintentional
failure (and not a failure due to neglect) to pay any tax on time.

(b) Failure to pay tax on time due to reasonable cause. A penalty will be
waived, if ataxpayer clearly establishes the facts alleged to be a reasonable cause
for failure to pay tax on time in the form of a written statement. The following are
examples of afailure to pay tax on time due to reasonable cause:

(1) loss of business records necessary to prepare a tax return as a result of fire
or other casualty; however, if thereis sufficient time before the due date to reconstruct
lost records, the failure to pay tax on time will not be due to reasonable cause.

(2) deathor seriousillnessof thetax return preparer (or amember of theimmediate
family of the preparer); however, if more than one person isresponsiblefor preparing
tax returns, the failure to pay tax on time will not be due to reasonable cause.

(3) unforeseeable absence or unavailability of the tax return preparer; however,
a vacation trip will not constitute an unforeseeable absence or unavailability, and
a business trip will not constitute an unforeseeable absence or unavailability unless
it is of an emergency nature.

(4) Notax returnwasfiled (or atax return wasfiled but the tax was underreported)
but the taxpayer contacted a competent tax advisor, to whom the taxpayer furnished
all necessary information but who incorrectly advised the taxpayer that atax return
was not required (or that the tax was correctly reported), and the taxpayer exercised
ordinary business care and prudence in determining whether to seek further advice.

(c) Failureto pay tax on time not intentional or due to neglect.

A penalty will be waived, if ataxpayer clearly establishes the facts alleged to be
a cause of the taxpayer’'s unintentional failure (and not a failure due to neglect) to
pay tax on time in the form of a written statement. The following are examples of
afailure to pay tax on time which is unintentional (and not due to neglect):

(1) A mathematical error is made on a tax return resulting in an underpayment
of tax, but the taxpayer exercised ordinary business care and prudence to avoid such
an error.

(2) Figuresaretransposed onacheck or money order resulting in an underpayment
of tax, but the taxpayer exercised ordinary business care and prudence to avoid such
an error.

(3) Notax returnwasfiled (or atax return wasfiled but the tax was underreported)
and the taxpayer did not contact a competent tax advisor, but the taxpayer made a
reasonabl e effort to comply with tax statutes and regulations and did not carelessly,
recklessly or intentionally disregard tax statutes and regulations, and the taxpayer
exercised ordinary business care and prudence in determining not to contact a

competent tax advisor.
(Effective May 25, 1989)

Recordkeeping and Retention

Sec. 12-2-12. Recordkeeping and record retention

(a) Definitions.

(2) ‘*Affected tax law provisions’ means the provisionsin the following chapters
of the general statutes: chapter 207, chapter 208, chapter 211, chapter 211a, chapter
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211b, chapter 212, chapter 212a, chapter 214, chapter 214a, chapter 216, chapter
217, chapter 218, chapter 218a, chapter 219, chapter 220, chapter 221, chapter 222,
chapter 223, chapter 225, chapter 227, chapter 228a, chapter 228b, chapter 228c,
chapter 228d, chapter 228e, chapter 228f, chapter 228g, chapter 228h, and chapter
229. In addition, the term ‘‘affected tax law provisions’ means the following
sections of the general statutes: 22a-132, 22a-232, 22a-234a, 26-237¢, 38a-277 and
51-81b;

(2) ‘'Database management system’’ means a software system that controls,
relates, retrieves and provides accessibility to data stored in a database;

(3) ‘*Electronic data interchange’” or ‘*EDI technology’’ means the computer-
to-computer exchange of business transactions in a standardized structured elec-
tronic format;

(4) ‘'Hard copy’’ means any documents, records, reports or other data printed
on paper;

(5) ‘“*Machine-sensible record’’ means a collection of related information in an
electronic format. Machine-sensible records do not include hard copy records that
are created or recorded on paper or stored in or by an imaging system such as
microfilm, microfiche, or storage-only imaging systems;

(6) ‘* Storage-only imaging system’” means a system of computer hardware and
software that providesfor the storage, retention and retrieval of documents originally
created on paper. It does not include any system, or part of a system, that manipul ates
or processes any information or data contained on the document in any manner
other than to reproduce the document in hard copy or as an optical image; and

(7) “* Taxpayer’” as used in this section means any person that is required by law
or regulation to maintain and preserve records in connection with the provisions of
the general statutes listed in the definition of ‘‘affected tax law provisions’ or any
regulations thereunder.

(b) Recordkeeping requirements.

(1) A taxpayer shall maintain all records that are necessary to a determination of
correct tax liability under the affected tax law provisions. All required records shall
be made avail able upon request by the commissioner or hisauthorized representatives
as provided for in the affected tax law provisions. Such records include, but are not
limited to: books of account, invoices, sales receipts, cash register tapes, purchase
orders, exemption certificates, returns, and schedules and working papers used in
connection with the preparation of returns.

(2) Failure to maintain such records will be considered evidence of negligence
or intentional disregard of law or regulation and may, without more, result in the
imposition of appropriate penalties.

(3) If a taxpayer retains records required to be retained under this section in
both machine-sensible and hard copy formats, the taxpayer shall make the records
available to the commissioner in machine-sensible format upon request of the com-
missioner.

(4) Nothing in this section shall be construed to prohibit a taxpayer from demon-
strating tax compliance with traditional hard copy documents or reproductions
thereof, in whole or in part, whether or not such taxpayer also has retained or has
the capability to retain records on electronic or other storage media in accordance
with this section. However, this subdivision shall not relieve the taxpayer of the
obligation to comply with subdivision (3) of this subsection.

(5) Every taxpayer should make periodic checks on all records being retained for
use by the commissioner. If any records required to be retained are subsequently
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lost, destroyed, damaged or found to be incomplete or materially inaccurate, the
taxpayer shall recreate the files within a reasonable period of time.

(c) Machine-sensible records.

(1) General requirements.

(A) Machine-sensible records used to establish tax compliance shall contain
sufficient transaction-level detail information so that the details underlying the
machine-sensible records can be identified and made available to the commissioner
upon request. A taxpayer has discretion to discard duplicated records and redundant
information provided its responsibilities under this section are met.

(B) At the time of an examination, the retained records shall be capable of being
retrieved and converted to a standard record format. The term *‘standard record
format’’ does not mean that every taxpayer shall keep recordsin an identical manner.
Instead, it means that if a taxpayer utilizes a code system to identify elements of
information in each record when creating and maintaining records, the taxpayer is
required to maintain a record of the meaning of each code and any code changes
and provide these to the commissioner to enable an effective review of the taxpay-
er's records.

(C) Any system for creating, maintaining and retrieving machine-sensible records
shall be able to accept date information input, provide date output, and store and
perform calculations on dates before, on and after January 1, 2000 correctly and
without ambiguity.

(D) Taxpayers are not required to construct machine-sensible records other than
those created in the ordinary course of business. A taxpayer that does not create
the electronic equivalent of atraditional paper document in the ordinary course of
business is not required to construct such a record for tax purposes.

(2) Electronic data interchange requirements.

(A) Where ataxpayer uses electronic data interchange processes and technology,
thelevel of record detail, in combination with other recordsrel ated to the transactions,
shall be equivalent to that contained in an acceptable paper record. For example,
the retained records should contain such information as vendor name, invoice date,
product description, quantity purchased, price, amount of tax, indication of tax
status, shipping detail, etc. Codes may be used to identify some or al of the data
elements, provided that the taxpayer provides amethod that allows the commissioner
to interpret the coded information.

(B) The taxpayer may capture the information necessary to satisfy subparagraph
(A) of this subdivision at any level within the accounting system and need not
retain the original EDI transaction records provided the audit trail, authenticity, and
integrity of the retained records can be established. For example, a taxpayer using
€l ectronic datainterchange technol ogy receives electronicinvoicesfromitssuppliers.
The taxpayer decides to retain the invoice data from completed and verified EDI
transactionsin its accounts payable system rather than to retain the EDI transactions
themselves. Since neither the EDI transaction nor the accounts payable system
capture information from the invoice pertaining to product description and vendor
name (i.e., they contain only codes for that information), the taxpayer also retains
other records, such as its vendor master file and product code description lists, and
makes them available to the commissioner. In this example, the taxpayer need not
retain its EDI transaction for tax purposes.

(3) Electronic data processing systems requirements. The requirements for an
electronic data processing accounting system should be similar to that of a manual
accounting system, in that an adequately designed accounting system should incorpo-
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rate methods and recordsthat will satisfy the requirements of this section. In addition,
pursuant to the affected tax law provisions, the commissioner shall have access to
the taxpayer’'s EDI processing, accounting or other systems for the purposes of
verifying or evaluating the integrity and reliability of those systems to provide
accurate and complete records.

(4) Business process information.

(A) Upon the request of the commissioner, the taxpayer shall provide adescription
of the business process that created the retained records. Such description shall
include the relationship between the records and the tax documents prepared by the
taxpayer and the measures employed to ensure the integrity of the records.

(B) The taxpayer shall be capable of demonstrating the following:

(i) The functions being performed as they relate to the flow of data through
the system;

(ii) The internal controls used to ensure accurate and reliable processing; and

(iii) The internal controls used to prevent unauthorized addition, ateration or
deletion of retained records.

(C) Thefollowing specific documentation isrequired for machine-sensiblerecords
retained pursuant to this section:

(i) Record formats or layouts;

(i) Field definitions (including the meaning of all codes used to represent infor-
mation);

(iii) File descriptions (e.g., data set hame);

(iv) Detailed charts of accounts and account descriptions;

(v) Flowcharts for the system and its programs;

(vi) Source listings of programs including those which provide formulas and
account deviations from which the retained files were created; and

(vii) Evidence that the retained records reconcile to the accounting records and
to the tax returns.

(d) Records maintenance requirements.

(1) Taxpayers should refer to the National Archives and Record Administration’s
(NARA) standardsfor guidance on the maintenance and storage of electronic records,
such asthe labeling of records, the location and security of the storage environment,
the creation of back-up copies, and the use of periodic testing to confirm the
continued integrity of the records. The NARA standards may be found at 36 Code
of Federal Regulations, Part 1234, July 1, 1995 edition.

(2) The taxpayer’s computer hardware or software shall accommodate the extrac-
tion and conversion of retained machine-sensible records.

(e) Access to machine-sensible records.

The manner in which the commissioner is provided access to machine-sensible
records as required in subdivision (c)(2) of this section may be satisfied through a
variety of means that take into account a taxpayer’s facts and circumstances through
consultation with the taxpayer. Such access shall be provided in one or more of the
following manners:

(1) The taxpayer may arrange to provide the commissioner with the hardware,
software and personnel resources to access the machine-sensible records;

(2) The taxpayer may arrange for a third party to provide the hardware, software
and personnel resources necessary to access the machine-sensible records;

(3) The taxpayer may convert the machine-sensible records to a standard record
format specified by the commissioner, including copies of files, on a magnetic
medium that is agreed to by the commissioner; or
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(4) The taxpayer and the commissioner may agree on other means of access to
the machine-sensible records.

(f) Taxpayer responsibility and discretionary authority.

(2) In conjunction with meeting the requirements of subsection (d) of this section,
ataxpayer may create files solely for the use of the commissioner. For example, if
a database management system is used, it is consistent with this section for the
taxpayer to create and retain a file that contains the transaction level detail from
the database management system and that meets the requirements of subsection (d).
The taxpayer should document the process that created the separate file to show
the relationship between that file and the original records.

(2) A taxpayer may contract with athird party to provide custodial or management
servicesof therecords. Such acontract shall not relieve the taxpayer of itsresponsibil-
ities under this section.

(g) Alternative storage media.

(1) For purposes of storage and retention, a taxpayer may convert hard copy
documents received or produced in the normal course of business and required to
be retained under this section to microfilm, microfiche or other storage-only imaging
systems and may discard the original hard copy documents, provided the conditions
of this subsection are met. Documents which may be stored on these media include,
but are not limited to, general books of account, journals, voucher registers, genera
and subsidiary ledgers, and supporting records of details, such as sales invoices,
purchase invoices, exemption certificates, and credit memoranda.

(2) Microfilm, microfiche and other storage-only imaging systems shall meet the
following reguirements:

(A) Documentation establishing the procedures for converting the hard copy
documents to microfilm, microfiche or other storage-only imaging system shall be
maintained and made available on request. Such documentation shall, at aminimum,
contain asufficient description to alow an original document to be followed through
the conversion system as well as internal procedures established for inspection and
quality assurance.

(B) Procedures shall be established for the effective identification, processing,
storage and preservation of the stored documents and for making them available
for the period they are required to be retained under subsection (j) of this section.

(C) Upon request by the commissioner, a taxpayer shall provide facilities and
equipment for reading, locating and reproducing any documents maintained on
microfilm, microfiche or other storage-only imaging system.

(D) When displayed on such equipment or reproduced on paper, the documents
shall exhibit a high degree of legibility and readability. For this purpose, legibility
is defined as the quality of a letter or numeral that enables the observer to identify
it positively and quickly to the exclusion of all other letters or numerals. Readability
is defined as the quality of a group of letters or numerals being recognizable as
words or complete numbers.

(E) All datastored on microfilm, microfiche or other storage-only imaging systems
shall be maintained and arranged in a manner that permits the location of any
particular record.

(F) There is no substantial evidence that the microfilm, microfiche or other
storage-only imaging system lacks authenticity or integrity.

(h) Effect on hard copy recordkeeping requirements.

(1) Except as otherwise provided in this subsection, the provisions of this section
do not relieve taxpayers of the responsibility to retain hard copy records that are
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created or received in the ordinary course of business as required by existing law
and regulations. Hard copy records may be retained on a recordkeeping medium as
provided in subsection (h) of this section.

(2) If hard copy records are not produced or received in the ordinary course
of transacting business (e.g., when the taxpayer uses electronic data interchange
technology), such hard copy records need not be created.

(3) Hard copy records generated at the time of a transaction using a credit or
debit card shall be retained unless all the details necessary to determine correct tax
liability relating to the transaction are subsequently received and retained by the
taxpayer in accordance with this section. Such detailsinclude those listed in subpara-
graph (d)(2)(A) of this section.

(4) Computer printouts that are created for validation, control or other temporary
purposes need not be retained.

(5) Nothing in this subsection shall prevent the commissioner from requesting hard
copy printoutsin lieu of retained machine-sensiblerecordsat thetime of examination.

(i) Time period for record retention.

All records required to be retained under this section shall be preserved for so
long as the contents thereof may become material in the administration of the taxes
under the affected tax law provisions, but in no event less than three years from
the extended due date of the return, unless the commissioner has provided in writing

that the records are no longer required.
(Adopted effective August 22, 2000)
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Certification of Revaluation Companies and Their Employees
Part |
Certification Procedure; Companies

Sec. 12-2b-1. Definitions

As used in these regulations, the following terms have the meaning ascribed to
them in this section.

‘‘Secretary’’ means the Secretary of the Office of Policy and Management, or
his designee.

“‘Certification’” means the certification of competency issued by the Secretary
stating that the company or employee has met the requirements of the certifica-
tion program.

‘“*Company’’ means a revaluation company as defined in Section 12-2¢ of the
General Statutes.

‘‘Employee’’ means an individual who is certified in accordance with these regu-
lations.

‘* Appraisal foundation’ meansthe not-for-profit corporation referred to in Section
1121 of Title X1 of the Financial Institutions Recovery, Reform, and Enforcement
Act of 1989.

(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-2. Certification of companies

No company shall perform any revaluation in Connecticut, unless such company
is certified by the Secretary. No company shall be certified for the revaluation of
real property unless such company employs at least one individual certified by the
Secretary as a supervisor. No company shall be certified for the revaluation of
personal property unless such company employs at least one individual certified by
the Secretary for Personal Property Value Estimation.

(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-3. Form, content and filing of applications

() A company shall submit its application for certification on a form prepared
by the Secretary. The application for certification shall include:

(i) The exact legal name of the company, any name under which the company
is doing business and the address of its principal place of business;

(if) The company’s state of incorporation;

(iii) The name, title, address and telephone number of the person to whom
correspondence and communications regarding the application are to be addressed.
Notice and other papers may be served upon the person so named, and such service
shall be deemed service upon the company.

(b) Applications shall be submitted to the Secretary of the Office of Policy

and Management.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-4. Annual reports

A company shall annually file a report with the Secretary on a form prepared by
said Secretary. The annua report shall include a complete list of the company’s
certified employees, a list of all Connecticut municipalities under contract and the
name, title, address and telephone number of the person to whom correspondence
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and communications regarding the company are to be addressed. The report shall
be filed with the Secretary not later than March 1 of each year.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-5. Renewal of certification

(a) Certification of a company shall be valid for five years and shall expire on
March 31 of the fifth year of certification.

(b) Not later than thirty days prior to the expiration of certification, the company
shall file with the Secretary all materials and information necessary for recertifica
tion. The requirements and procedures for original applications set forth in Section
12-2b-3 of these regulations shall be applicable to applications for renewal of certifi-
cation.

(c) After receipt of al materials and information necessary for completion of the
recertification process, the Secretary shall complete an initial evaluation of the
company’s application for renewal. Each company’s five-year performance will be
reviewed by the Secretary before issuance of a renewa certificate.

(d) If the Secretary determines that the company has satisfactorily fulfilled the
requirements provided herein, he shall issue the renewal of the company’s certifi-
cation.

(e) If the Secretary determines that the company has not satisfactorily fulfilled
therequirements provided herein, the provisions of Section 12-2b-13 through Section

12-2b-16 of these regulations shall apply.
(Effective October 4, 1985; amended March 30, 1999)

Part 11
Certification Procedure: Employees

Sec. 12-2b-6. Certification of employees

All employees of a company, who estimate, set or adjust the valuation of real
and persona property during any part of the revaluation process, are required to
hold avalid certificateissued by the Secretary. Employeeswho perform thefollowing
functions must be certified by the Secretary:

(a) Residential Value Estimation

(b) Commercia and Industrial Value Estimation

(c) Personal Property Vaue Estimation

(d) Supervisor.

(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-7. Non-certified employees. Temporary certification

(a) The following employees of a company need not be certified, provided that
they perform routine, non-supervisory duties and do not estimate, set or adjust the
valuation of real and persona property during any part of the revauation process:

(i) Measurers and listers;

(i) Photographers;

(iii) Linguists:

(iv) File clerks;

(v) Typists;

(vi) Stenographers;

(vii) Cartographers;

(viii) Hearing clerks, provided their duties are specificaly limited to general
information purposes; and
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(ix) Ancillary personnel necessary for routine office functions.

(b) A non-certified employee of a company may receive temporary certification
from the Secretary, provided the company and the employee jointly apply to the
Secretary, describing the experience and educational background of the employee
and stating the reason for such request. A temporary certification shall be valid for
a period not to exceed one hundred-eighty days.

(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-8. Application for certification. Qualifications

(a) Anindividual desiring to be certified shall file an application with the Secretary
not later than fourteen days preceding the date of the examination on an application
form provided by the Secretary. Applications shall be submitted to the Secretary
of the Office of Policy and Management.

(b) For the purposes of these regulations experience in the fields of assessing,
revaluation or appraising shall include employment as a real estate appraiser, rea
estate broker, real estate sal esperson, assessor, assistant assessor, lister for amunici-
pa revaluation company, appraiser for a governmental jurisdiction or an appraiser
for a municipal revaluation company.

(c) Applicants for certification in Residential Vaue Estimation shall furnish
documentary evidence of having not less than two years of experience in the fields
of assessing, revaluation or appraising.

(d) Applicants for certification in Commercial and Industrial Value Estimation
shall furnish documentary evidence of having not less than three years of experience
in the fields of assessing, revauation or appraising.

(e) Applicantsfor certification in Personal Property Value Estimation shall furnish
documentary evidence of having not less than two years of experience in the fields
of assessing, revaluation or appraising.

(f) Applicantsfor certification as a Supervisor shall furnish documentary evidence
of having not lessthan three years of experiencein thefields of assessing, revaluation
or appraising and of having a current certification in Residential Value Estimation
and Commercial and Industrial Value Estimation.

(g) The Secretary shall review applications and supporting documents, determine
the eligibility of the applicant for the examination and notify the applicant of his
or her status in writing.

(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-9. Examinations

(@) The Secretary shall prepare or cause to be prepared written examinations
covering the fields of assessment practice, the principles of valuation for mass
appraisals and the supervision of a mass appraisa project in order to determine
knowledge, ability and competence of applicants.

(b) Examinations shall be held at least once annually at places and times set by
the Secretary, with at least thirty days advance notice given by the Secretary. Such
notice shall be provided to each company certified in accordance with Sections 12-
2b-1to 12-2b-5 of the Regulations of Connecticut State Agencies and to each person
having submitted a written request to the Secretary for advance notification of the
scheduling of such examinations.

(c) All examinations shall be graded by the Secretary and the applicant shall be

notified of the outcome. Papers will not be returned to the applicant.
(Effective October 4, 1985; amended March 30, 1999)
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Sec. 12-2b-10. Waiver of examination requirement

(a) Application to waive the examination requirement regarding Residential Value
Estimation, as set forth in Section 12-2b-9 of these regulations, shall be made to
the Secretary. The examination requirement may be waived by the Secretary for an
applicant who has obtained a designation from an appraisal sponsor of the appraisal
foundation. Such designation shall have been obtained through a combination of
both examination(s) and the writing of a demonstration narrative appraisal report
in the area of residential valuation.

(b) Application to waive the examination requirement regarding Commercial and
Industrial Value Estimation, as set forth in Section 12-2b-9 of these regulations,
shall be made to the Secretary. The examination requirement may be waived by
the Secretary for an applicant who has obtained a designation from an organization
that is a member of the appraisal foundation. Such designation shall have been
obtained through a combination of both examinations(s) and the writing of ademon-
stration narrative appraisal report in the area of commercial and/or industrial val-
uation.

(c) Application to waive the examination requirement regarding Personal Property
Value Estimation, as set forth in Section 12-2b-9 of these regulations, shall be made
to the Secretary. The examination requirement may be waived by the Secretary for
an applicant who has obtained a designation from an organization that is a member
of the appraisal foundation. Such designation shall have been obtained through a
combination of both examination(s) and the writing of a demonstration narrative
appraisal report in the area of persona property valuation.

(d) Application to waive the examination requirement for supervisor, as set forth
in Section 12-2b-9 of the Regulations of Connecticut State Agencies, shall be made
to the Secretary. The examination requirement may be waived by the Secretary for
an applicant who meets the requirements set forth in subsection (f) of Section 12-
2b-8 of the Regulations of Connecticut State Agencies and who has a designation
from an organization that is a member of the appraisal foundation. Such designation

shall be related to mass appraisal project supervision.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-11. Issuance of certificate. Renewal of certification

(a) Upon satisfactory fulfillment by an applicant of the requirements provided
herein, the Secretary shall issue to the applicant an appropriate certificate designating
his or her competency. Such certificate shall be valid for five years and shall expire
on April 30" in the fifth year of certification.

(b) Not later than five days prior to the expiration of a certification issued on or
after January 1, 1999, an individual shal file with the Secretary all materials and
information necessary for recertification, including evidence of having met the
continuing education requirements set forth in Section 12-2b-12 of these regulations.
The regquirements and procedures for original applications set forth in Section 12-
2b-8 of theseregulations shall be applicableto applicationsfor renewal. No examina-
tion will be required for recertification unless the Secretary determines that such
examination is necessary to ascertain the applicant’s continuing competence in the
fields of assessing, revaluation or appraising.

(1) The Secretary may grant an individual an extension of timeto filethe materials
and information necessary for recertification, provided he receives a written request
for such an extension not later than ninety days following the date on which the
individual was required to submit such materials and information.
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(c) Within thirty days after receipt of all materials and information necessary for
completion of the recertification process, the Secretary shall complete an evaluation
of the individual’s application for renewal. Each applicant’s five-year performance
will be reviewed by the Secretary before issuance of arenewa certificate.

(d) If the Secretary determines that the applicant has fulfilled the requirements
provided herein, he shall issue the renewal of the applicant’s certification.

(e) If the Secretary determines that the applicant has not satisfactorily fulfilled
the requirements provided herein or that an examination isaprecondition for renewal
of certification, the provisions of Section 12-2b-13 through Section 12-2b-16 of

these regulations shall apply.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-12. Continuing education requirements

(a) In order for an individual to be recertified in accordance with Section 12-2b-
11 of the Regulations of Connecticut State Agencies, he shall present evidence to
the Secretary of having completed at least fifty hours of one or more property
assessment or appraisal courses or workshops. Such course or workshop hours shall
have been completed during the five-year period prior to the date on which the
person’'s certification expires. Any such course or workshop shall be subject to
approval by the Secretary. The Secretary shall approve a course or workshop spon-
sored by a nationally or state recognized appraisal or assessment organization, and
may approve other such courses or workshops at the request of theindividual seeking
recertification, in accordance with the procedure set forth in subsection (b) of this
section. With respect to an individual enrolled in such a course or workshop, credit
shall be granted for each hour of actual attendance. An instructor of such a course
or workshop, or a person presenting instruction in conjunction with such course or
workshop, shall receive credit for each hour of instruction actually provided. If an
individual enrollsin or provides instruction for the same course or workshop more
than once during said five-year period, credit shall be granted only for the first
course or workshop attended or taught.

(b) A request may be made to the Secretary for approval of a course or workshop
that is not sponsored by a nationally or state recognized property appraisal or
assessment organization. Such request shall be in writing and shall be accompanied
by such documentation as the Secretary may require on a form prescribed for that
purpose by said Secretary. The Secretary shall promptly consider the applicant’s
request and shall send written notice of his decision regarding the approval or denial
of such course or workshop within two weeks of the date on which his decision is
made. In the event the Secretary denies an applicant’s request for approval, the
notice containing the Secretary’s decision shall include information as to how the
applicant may request a reconsideration of said denial.

(c) A request for reconsideration of the Secretary’ s denial of a course or workshop
shall be submitted to the Secretary in writing. Any such request, which shall include
the reason why the appellant believes such course or workshop should be approved
for credit purposes, shall be sent within ten businessdays of the date of the Secretary’ s
notice of denial. Such request shall not be regarded as having been properly filed
unless the documentation required by the Secretary is submitted with the request
for reconsideration. A request for reconsideration that is not properly filed shall be
denied by the Secretary. A person having properly filed arequest for reconsideration
may be required to appear before the Secretary to answer any pertinent questions
or to supply any additional information that the Secretary deems necessary, provided
such person is given not less than one week’s notice of the requirement to appear.
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(d) The Secretary shall reconsider his decision to deny approva of a course or
workshop not later than thirty days following the receipt of a properly filed request
for reconsideration. The applicant shall be sent written notice of the Secretary’s
decision regarding his reconsideration of such course or workshop. Such decision

shall be final.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-13. Revocation, suspension or denial of a renewal of certification

(a) The Secretary may revoke, suspend or deny the renewal of certification of a
company or an employee when it is determined that the company or employee
obtained a certificate through fraud, deceit or misrepresentation of its or his or her
qualifications; has practiced fraud or deception in the performance of its or his or
her duties; or that the company or employee is incompetent or unable to perform
properly its or his or her duties.

(b) No revocation, suspension or denia of a renewa of a company’s or an
employee's certification shall be lawful unless prior to the institution of any such
proceeding, the company or the employee is given notice of the facts or conduct
which warrants the intended action and the opportunity to show compliance with

the lawful requirements for the retention or renewal of certification.
(Effective October 4, 1985; amended March 30, 1999)

Part I11
Contested Case Procedure

Sec. 12-1b-14. Contested cases

(@) A proceeding to revoke, suspend or deny renewa of a company’s or an
employee's certification shall be conducted as a contested case, in accordance with
the provisions of the Uniform Administrative Procedures Act, specifically, Section
4-177 through Section 4-184 of the General Statutes.

(b) When the Secretary hasreason to believe that acompany or an employee has not
complied with thelawful requirementsfor the retention or renewal of certification, he
shall issue a complaint by certified mail to the company or the employee, which
must contain:

(i) Notice of the time, date, place and nature of the hearing;

(i) A statement of the statutory authority and jurisdiction for instituting the pro-
ceeding;

(i) A reference to the statutes or regulations allegedly violated;

(iv) A short and plain factual statement of the acts or practices allegedly in
violation of the law; and

(v) A statement that the company or the employee may be represented by an
attorney.

(¢) Unless precluded by law, informal disposition may be made of any contested

case by stipulation, agreed settlement, consent order, or default.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-15. Conduct of hearingsin contested cases

(a) Hearings in contested cases shall be presided over by the Secretary.

(b) The Secretary shall have the duty to conduct fair and impartial hearings, to
make no public comments as to the merits of a complaint prior to its disposition,
to take all proper actions to avoid delay in the disposition of proceedings and to
maintain order. The Secretary shall have al powers necessary to that end.
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(c) Each party at ahearing shall have the right to present evidence, cross-examine
witnesses, enter motions and objections, and assert al rights essential to a fair
hearing. Therules of evidence shall be as prescribed in Section 4-178 of the General
Statutes. The allegations of the complaint must be proved by reliable, probative and
substantial evidence in order to sustain a decision adverse to the company or

the employee.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-16. Final decision in contested cases

(a) The decision in a contested case, if adverse to the company or the employee,
shall not be made until a proposed decision is served upon the company or the
employee, and an opportunity is afforded to such company or employee to file
exceptions and present briefs and request oral argument before the Secretary. The
proposed decision shall contain a statement of the reasons therefore and of each
issue of fact or law necessary to the proposed decision, prepared by the Secretary.
The company or the employee by written stipulation may waive compliance with
this section.

(b) The final decision or order in a contested case shall be rendered by the
Secretary after due consideration of the entire record, including any briefs or oral
arguments presented to him. A final decision or order adverse to a company or an
employee in a contested case shall be made in writing and shall be served upon the
company or the employee by certified mail.

(c) The Secretary shall proceed with reasonable dispatch to conclude any matter
pending before him and shall render a final decision in al contested cases within

ninety days following the close of evidence and filing of briefsin such proceedings.
(Effective October 4, 1985; amended March 30, 1999)

Part IV
Complaint Procedure

Sec. 12-2b-17. Investigation

Upon receiving acomplaint from amunicipality, state agency or any other person,
indicating or alleging that a company or an employee has failed to comply with the
lawful reguirements for the retention of its or his or her certificate, the Secretary
shall conduct an investigation of said complaint. In addition, the Secretary may

initiate such investigation upon his own motion.
(Effective October 4, 1985; amended March 30, 1999)

Sec. 12-2b-18. Form and filing. Content

(@) Complaints shall be in writing with the origina signed by the complainant
or his attorney. The original complaint shall be filed with the Secretary of the Office
of Policy and Management.

(b) A complaint shall contain the following information:

(i) The full name and address of the complainant, and the full name and address
of the complainant’s attorney, if any.

(it) The full name of the company or the employee.

(iii) A specific reference to the section of the General Statutes or to the rules and
regulations alleged to have been violated.

(iv) A plain and concise statement of the facts upon which the complaint is based,

including the time, date and location of the violation.
(Effective October 4, 1985; amended March 30, 1999)
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Sec. 12-2b-19. Disposition of complaints

(a) After thefiling of a complaint, the Secretary shall make a prompt preliminary
investigation. If the complaint does not come within the Secretary’s jurisdiction,
the complainant will be so notified. The Secretary may at his discretion, refer the
complaint to the appropriate agency for review.

(b) If, after investigation of the complaint, the Secretary is of the opinion that
there is no substantial and competent evidence of violation, the complaint shall be
dismissed. In the event of such dismissal, the complainant shall be notified, including
the reasons for such dismissal.

(c) In cases where, after investigation, there is reason to believe that a company
or an employee has failed to comply with the lawful requirements for retention of
its or his or her certificate, the Secretary shall serve a forma complaint on the
company or the employee and proceed in accordance with the provisions of Section
12-2b-13 through Section 12-2b-16 of these regulations.

(Effective October 4, 1985; amended March 30, 1999)
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Waiver of Certain Penalties

Sec. 12-3a-1. Waiver of certain penalties

(@) Scope. Various provisions of title 12 of the Connecticut General Statutes
provide that, subject to the provisions of section 12-3a, the commissioner of revenue
services may waive pendlties, in whole or in part, when it is proven to his satisfaction
that the failure to pay any tax on time was due to reasonable cause and was not
intentional or due to neglect. Section 12-3a (c) requires the tax review committee to
adopt regulations establishing guidelines for the waiver of penalties. Thisregulation
establishes such guidelines, with subsection (b) providing examples of a failure to
pay any tax on time due to reasonable cause and with subsection (c) providing
examples of an unintentional failure (and not a failure due to neglect) to pay any
tax on time.

(b) Failure to pay tax on time due to reasonable cause. A penalty will be
waived, if a taxpayer clearly establishes the facts alleged to be a reasonable cause
for failure to pay tax on time in the form of a written statement containing a
declaration that it is made under penalties of false statement, as the term is defined
in section 53a-157 (a) of the Connecticut General Statutes. The following are
examples of a failure to pay tax on time due to reasonable cause;

(1) loss of business records necessary to prepare a tax return as a result of fire
or other casualty; however, if thereis sufficient time before the due date to reconstruct
lost records, the failure to pay tax on time will not be due to reasonable cause.

(2) deathor seriousillnessof thetax return preparer (or amember of theimmediate
family of the preparer); however, if more than one personisresponsiblefor preparing
tax returns, the failure to pay tax on time will not be due to reasonable cause.

(3) unforeseeable absence or unavailability of the tax return preparer; however,
a vacation trip will not constitute an unforeseeable absence or unavailability, and
a business trip will not constitute an unforeseeable absence or unavailability unless
it is of an emergency nature.

(4) Notax returnwasfiled (or atax return wasfiled but the tax was underreported)
but the taxpayer contacted a competent tax advisor, to whom the taxpayer furnished
all necessary information but who incorrectly advised the taxpayer that a tax return
was not required (or that the tax was correctly reported), and the taxpayer exercised
ordinary business care and prudence in determining whether to seek further advice.

(c) Failure to pay tax on time not intentional or due to neglect. A penalty
will be waived, if ataxpayer clearly establishes the facts alleged to be a cause of
the taxpayer’s unintentional failure (and not a failure due to neglect) to pay tax on
timein the form of awritten statement containing a declaration that it is made under
penalties of false statement, as the term is defined in section 53a-157 (a) of the
Connecticut General Statutes. The following are examples of a failure to pay tax
on time which is unintentional (and not due to neglect):

(1) A mathematical error is made on a tax return resulting in an underpayment
of tax, but the taxpayer exercised ordinary business care and prudence to avoid such
an error.

(2) Figuresaretransposed onacheck or money order resulting in an underpayment
of tax, but the taxpayer exercised ordinary business care and prudence to avoid such
an error.

(3) Notax returnwasfiled (or atax return wasfiled but the tax was underreported)
and the taxpayer did not contact a competent tax advisor, but the taxpayer made a
reasonable effort to comply with tax statutes and regulations and did not carelessly,
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recklessly or intentionally disregard tax statutes and regulations, and the taxpayer
exercised ordinary business care and prudence in determining not to contact a
competent tax advisor.

(Effective August 26, 1988)
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Guidelines for the Abatement of Taxes

Sec. 12-3b-1. Guidelines for the abatement of taxes

(a) Definitions. As used in this section:;

(2) **Commissioner’’ means the Commissioner of Revenue Services,

(2) *‘Department’” means the Department of Revenue Services; and

(3) ‘*Committee’’ means the Abatement Review Committee.

(b) Guidelines. (1) The Commissioner shall consider the guidelines enumerated
in subdivision (2) of this subsection before making a finding that any tax payable
to the Department by any person is uncollectible. The Commissioner shall aso
review all data and databases reasonably available to the Department before making
any such finding, and the review shall be conducted no more than 90 days before
the date that the Commissioner certifiesto the Committeethat the tax isuncollectible.

(2) (A) The Commissioner shall consider whether the person has any current
assets, or is likely to receive or inherit any assets, that could be seized and sold to
satisfy the tax.

(B) The Commissioner shall consider whether the person has present sources, or
anticipated future sources, of income that could be garnished.

(C) The Commissioner shall consider whether the person’s current whereabouts
are known.

(D) If the person is deceased, the Commissioner shall consider whether the
person’s estate has assets that could be used to pay the tax.

(E) If the tax arose out of the operation of a business, the Commissioner shall
consider whether the person is till in business.

(F) If further expenses would be incurred in pursuing collection of the tax, the
Commissioner shall consider whether it is in the State's best interest to further

pursue collection of the tax.
(Adopted effective April 28, 2005)
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Penalties and the Waiver of Penalties for Failure to Comply
With Certain State Reporting Requirements

Sec. 12-9-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that any tax collector is required to forfeit the amount specified as a penalty for
failure to comply with the provisions of Section 12-9 of the general statutes, he
shall cause to be sent to such tax collector a notification of the penalty amount due
and arequest for its prompt payment. The forfeit shall be required to be in the form
of abank check, certified check or money order made payable to the Treasurer of
the State of Connecticut and forwarded to the Secretary of the Office of Policy

and Management.
(Effective April 28, 1989; amended March 30, 1999)

Sec. 12-9-2. Penalty waiver procedures

(a) The penalty pursuant to Section 12-9 of the general statutes, may be waived
by the Secretary of the Office of Policy and Management provided he receives a
written application for waiver within thirty business days of the filing date of the
report for which the penalty waiver is sought. Such application, which shall set
forth the reason for the waiver request, shall be signed by the tax collector and co-
signed by the chief executive officer of the municipality. It must be established to
the Secretary’s satisfaction that the failure to file in a timely manner and in the
form required, was due to reasonable cause and was not intentional or due to neglect.
Examples of reasonable cause shall include, but not be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the tax collector. Such vacancy, which may be
due to death, serious illness or resignation, must have occurred within sixty days
of the report filing date;

(3) Failure regarding delivery of any such report, provided it is established to
the Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
the report, including but not limited to:

(A) Adoption of a computer system, or conversion to an aternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the report filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the tax collector to receive from the Secretary at
least thirty days prior to the filing date, the form(s) necessary for submitting the
required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver

within fifteen business days.
(Effective April 28, 1989; amended March 30, 1999)
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Penalties and the Waiver of Penalties for Failure to Comply
With Certain State Reporting Requirements

Sec. 12-19b-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that a town is required to forfeit the amount specified as a penalty for failure to
comply with the provisions of Section 12-19b of the general statutes, he shall cause
to be sent to the chief executive officer of the town a notification of the penalty
amount due and a request for its prompt payment. The forfeit shall be required to
be in the form of a bank check, certified check or money order made payable to
the Treasurer of the State of Connecticut and forwarded to the Secretary of the

Office of Policy and Management.
(Effective April 28, 1989; amended March 30, 1999)

Sec. 12-19b-2. Penalty waiver procedures

(a) The penalty pursuant to Section 12-19b of the general statutes, may be waived
by the Secretary of the Office of Policy and Management provided he receives a
written application for waiver within thirty business days of the report filing date
for which the penalty waiver is sought. Such application, which shall set forth the
reason for the waiver request, shall be signed by the official responsible for filing
the report and co-signed by the chief executive officer of the town. It must be
established to the Secretary’s satisfaction that the failure to file in a timely manner
and in the form required, was due to reasonable cause and was not intentional or
due to neglect. Examples of reasonable cause shall include, but not be limited to,
the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the report. Such
vacancy, which may be due to death, serious illness or resignation, must have
occurred within sixty days of the report filing date;

(3) Failure regarding delivery of the report, provided it is established to the
Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
the report, including but not limited to:

(A) Adoption of a computer system, or conversion to an alternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the report filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the town to receive from the Secretary at least thirty days
prior to thefiling date, the form(s) necessary for submitting the required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver

within fifteen business days.
(Effective April 28, 1989; amended March 30, 1999)
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Penalties and the Waiver of Penalties for Failure to Comply
With Certain State Reporting Requirements

Sec. 12-20b-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that amunicipality is required to forfeit the amount specified as a penalty for failure
to comply with the provisions of Section 12-20b of the general statutes, he shall
cause to be sent to the chief executive officer of the municipality a notification of
the penalty amount due and a request for its prompt payment. The forfeit shall be
required to be in the form of a bank check, certified check or money order made
payable to the Treasurer of the State of Connecticut and forwarded to the Secretary

of the Office of Policy and Management.
(Effective April 28, 1989; amended March 30, 1999)

Sec. 12-20b-2. Penalty waiver procedures

(a) The penalty pursuant to Section 12-20b of the general statutes, may be waived
by the Secretary of the Office of Policy and Management provided he receives a
written application for waiver within thirty business days of the filing date of the
report for which the penalty waiver is sought. Such application, which shall set
forth the reason for the waiver request, shall be signed by the officia responsible
for filing the report and co-signed by the chief executive officer of the municipality.
It must be established to the Secretary’s satisfaction that the failure to file in a
timely manner and in the form required, was due to reasonable cause and was not
intentional or due to neglect. Examples of reasonable cause shall include, but not
be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the report. Such
vacancy, which may be due to death, serious illness or resignation, must have
occurred within sixty days of the report filing date;

(3) Failure regarding delivery of the report, provided it is established to the
Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
the report, including but not limited to:

(A) Adoption of a computer system, or conversion to an alternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the report filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the municipality to receive from the Secretary at least
thirty days prior to the report filing date, the form(s) necessary for submitting the
required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver
within fifteen business days.

(Effective April 28, 1989; amended March 30, 1999)
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New Y ork-Connecticut Income Tax Agreement
Sec. 12-34a-1.
Repealed, April 6, 2000.
Secs. 12-34a-2—12-34a-4.
Repealed, March 5, 2003.
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Certification of Assessors and Tax Collectors

Secs. 12-40a-1—12-40a-4.
Repealed, January 1, 1998.

Certification and Recertification of Assessors

Sec. 12-40a-5. Definitions

As used in sections 12-40a-5 to 12-40a-12 inclusive, the following terms have
the meaning ascribed to them in this section, unless the context clearly indicates
otherwise:

(1) “*Application’”” means a written request made in the form and manner as
prescribed by the Committee;

(2) “*Appellant’” means a person aggrieved by a decision of the Committee;

(3) ““CCMA I'" means Certified Connecticut Municipal Assessor ;

(4) “*CCMA II'" means Certified Connecticut Municipal Assessor Il;

(5) ' Committee’’ means the Certified Connecticut Municipal Assessor Commit-
tee, the members of which are appointed in accordance with the provisions of
Section 12-40a of the Connecticut General Statutes,

(6) ‘*Courier service'’” means any form of courier or mail service that confirms
delivery by a return receipt;

(7) **Payment’’ means the remittance of arequired fee to the Committeein coins
or currencies of the United States, made in the form of a bank check, certified
check, money order or any other form of payment acceptable to the Committee; and

(8) ‘' Secretary’’ means the Secretary of the Office of Policy and Management.
(Adopted, effective January 1, 1998)

Sec. 12-40a-6. Assessor certification

(a) Competence in assessment administration in the State of Connecticut shall be
evidenced by a CCMA | or a CCMA 1l designation. Such designations shall be
issued by the Secretary to persons who are recommended by the Committee. No
person shall be recommended for either designation unless he or she has satisfied
the applicable education and experience requirements and has passed the appropriate
comprehensive examination.

(b) All persons designated as a Certified Connecticut Municipal Assessor as of
December 31, 1997, shall be deemed to have a CCMA |1 designation.

(c) Each CCMA 11 designation made pursuant to subsection (b) of this section,
shall be subject to recertification in accordance with Section 12-40a-11 on January
1, 2003.

(Adopted, effective January 1, 1998)

Sec. 12-40a-7. Assessor certification — prescribed education program

(a) The prescribed education program for the CCMA | designation shall consist
of the following:

Course IA  Assessment Administration

Course IB Assessment Vauation

Course I1A  Introduction to Appraisal Principles
Course IIB  Application of Vauation Techniques

(b) The prescribed education program for the CCMA |1 designation shall consist
of the four courses delineated in subsection (&) of this section, and the following:
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Course 1l Income Approach to Vaue

(c) Each course in the prescribed education program shall consist of at |east thirty
hours of instruction. Each such course shall be conducted annually at a time and
location determined by the Committee. Course application procedures, class sched-
ules, minimum student enrollment requirements and registration fees shall be deter-
mined by the Committee.

(d) Each course registration fee shall be subject to annual review, and may be
increased or decreased to reflect costs, financial assistance and/or other types of
subsidies incurred or expected. Such fee shall be payable ten days prior to the date
on which a course’s first class session is scheduled to be held. Except in the event
of the cancellation of said course, such fee shall not thereafter be refunded.

(e) Instructors for each course shall be approved by the Committee. No person
shall be approved as an instructor unless he or she has been certified by the Education
Committee of the Connecticut Association of Assessing Officers, Inc., or any succes-
sor thereto.

(f) A written examination shall be conducted prior to the conclusion of each
course by the instructor or a Committee designee. The hours devoted to such
examination shall be counted as hours of instruction. A person shall be deemed to
have successfully completed a course if he or she receives a passing grade on
said examination.

(Adopted, effective January 1, 1998; amended June 4, 1999)

Sec. 12-40a-8. Prescribed education program — waiver provisions

(a) Written application may be made to the Secretary for awaiver of the require-
ment to take Courses IIA, 1IB and Ill. The Secretary may grant an applicant’'s
reguest to waive any of such courses, provided he or she shows evidence of having
successfully completed an equivalent property appraisal course(s) or demonstrates
competence in arelated field of study or endeavor. Courses IA and IB shall not be
waived under any circumstance.

(b) A person having been granted a waiver of a course(s) shall be deemed to
have completed the prescribed education program. Any such person who subse-
quently fails the appropriate comprehensive examination shall take and successfully

complete the course(s) that was waived.
(Adopted, effective January 1, 1998)

Sec. 12-40a-9. Comprehensive examinations

(@) The Committee shall annually conduct a comprehensive examination for the
CCMA | and CCMA 11 designations. Thetime and location of each such examination,
as well as the form and content thereof, shall be determined by the Committee.
Applications to take such examinations may be obtained from the Secretary of the
Office of Policy and Management or from the Committee chair, whose name and
business address shall be filed annually with the Secretary of the State.

(b) No person shall take a comprehensive examination unless he or she has been
approved by the Committee. Such approval shall be granted only if the person has
successfully completed the prescribed education program and meets the minimum
experience requirements related to the designation being sought.

(c) The minimum experience regquirements shall be as follows:

(1) A person shal have a minimum of three years of experience in property
assessment or appraisal or in a related field of endeavor, in order to take the
comprehensive examination for designation as a CCMA |; and
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(2) A person shall have aminimum of four years experiencein property assessment
or appraisal or in arelated field of endeavor, in order to take the comprehensive
examination for designation asa CCMA |1. Such experience shall be one of increas-
ing responsibility, at least two years of which isat an appraisal and/or administrative
level in an assessor’s office.

(Adopted, effective January 1, 1998; amended June 4, 1999)

Sec. 12-40a-10. Examination application procedure

(8 The Committee shall accept for consideration each complete application to
take a comprehensive examination. An application shall be deemed complete if the
applicant submits all required supporting documentation and pays the application
fee on or prior to the filing deadline. Said deadline shall be four weeks prior to the
date on which each such examination is scheduled to be held.

(b) The comprehensive examination application fee shall be subject to annual
review by the Committee and may be increased or decreased to reflect costsincurred
or expected, provided the annual increase shall not exceed ten dollars. In no event
shall the application fee exceed fifty dollars.

(c) The Committee shall meet, not later than three weeks prior to the date on
which a comprehensive examination is scheduled to be held, to consider each
complete application to take such examination. The Committee may grant or deny
an applicant’ srequest for entrance to such examinations. Each person whose applica-
tion isapproved shall be sent written notification of such approval by the Committee
chair, within one week of the adjournment of said meeting. If the Committee
determines that an applicant does not meet the necessary criteria for entrance to a
comprehensive examination, the Committee chair shall send written notification of
such denia to the applicant, within two days of the adjournment of said meeting.
Such notice shall be sent by courier service and shall include information as to how
the applicant may request a reconsideration of said denial. The Committee shall
also return or refund the application fee paid by any applicant whose entrance to
take a comprehensive examination is denied.

(d) A person whose application to take a comprehensive examination is denied
may file a written request for a reconsideration of the Committee’s decision. Any
such request shall include the reason(s) why the appellant believes he or she should
be alowed to take said examination. Such request shall be sent by courier service
to the Committee chair, within seven days of the date of the notice of denia. The
Committee shall meet within seven days of receiving such request, for the purpose
of reconsidering its decision.

(e) The Committee may require the appellant to appear at said meeting to answer
any pertinent questions or to supply any additional information that may be required,
provided he or she shall be given not less than forty-eight hours notice of the
requirement to appear. The Committee’ s decision with regard to any such reconsider-
ation shall be final. The Committee chair shall notify the appellant of such decision
in writing, within two days of the adjournment of said meeting.

(f) A person who receives a failing grade on a comprehensive examination may
be approved by the Committee for entrance to the next such scheduled examination,
upon making application therefor. If afailing gradeis received on said examination,
such person shall not be approved for entrance to a subsegquent comprehensive
examination, until he or she can demonstrate that any course(s) as may have been

specified by the Committee have been successfully taken and/or retaken.
(Adopted, effective January 1, 1998)
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Sec. 12-40a-11. Recertification — continuing education requirements

(@) In order to be recommended for recertification asa CCMA | or CCMA |, a
person shall have completed at |east fifty hours of property assessment or appraisal
course(s) and/or workshop(s) during the five year period immediately preceding the
date on which he or she submits an application for recertification. Any such course(s)
and/or workshop(s) shall be subject to approval by the Committee. An instructor
shall receive a recertification credit for each hour of instruction provided in the
presentation of a course in the prescribed education program, or in conjunction with
other assessment or appraisal courses as approved by the Committee, up to a
maximum of thirty hours per course.

(b) The Committee shall cause to be annually listed in a newsletter published by
the Connecticut Association of Assessing Officers, Inc., the titles and sponsors of
all such course(s) and/or workshop(s) that have, in the previous year, been approved
as satisfying the continuing education requirements pursuant to subsection (a) of
this section. Said list shall also be provided to the Secretary.

(c) A person having a CCMA | or CCMA Il designation may make written
application to the Committee requesting approval of any course(s) and/or work-
shop(s) not included in the list published pursuant to subsection (b) of this section.
Such application shall be accompanied by any related documentation the Committee
may require. At the next regularly scheduled meeting following receipt of such
application, the Committee shall consider the applicant’s request.

(d) The Committee may grant or deny an applicant’s request for approval of such
course(s) and/or workshop(s). Each applicant whose request is approved shall be
sent written notification of such approval by the Committee chair, within one week
of the adjournment of said meeting. If a request is denied, the Committee chair
shall send written notification of such denial to the applicant, within two days of
the adjournment of said meeting. Such notice shall be sent by courier service and
shall include information as to how the applicant may request a reconsideration of
said denial.

(e) A person aggrieved by the Committee under subsection (d) of this section,
may file a written request for reconsideration of such decision. Any such request,
which shall include the reason(s) why the appellant believes such course(s) and/or
workshop(s) should be approved, shall be sent by courier service to the Committee
chair within seven days of the date of the notice of denial. The Committee shall
meet for the purpose of reconsidering its decision, within thirty days after receiving
such request.

(f) The Committee may require the appellant to appear at such meeting, to answer
any pertinent questions or to supply any additional information that may be required,
provided he or she shall be given not less than forty-eight hours notice of the
requirement to appear. The Committee’ s decision with regard to any such reconsider-
ation shall be final. The Committee chair shall promptly notify the appellant of
such decision in writing.

(Adopted, effective January 1, 1998)

Sec. 12-40a-12. Assessor recertification — renewal certificates

(a) Each CCMA | and CCMA Il designation, other than those described in Section
12-40a-6(b), shall expire on the fifth anniversary of its date of issuance. A renewal
certificate shall be issued by the Secretary to any person who is recommended for
recertification by the Committee. No person shall be recommended for recertification
unless he or she has satisfied the continuing education requirements in accordance
with Section 12-40a-11.
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(b) The Committee shall accept for consideration each complete application for
recertification. Such applications shall be deemed complete if the applicant submits
all necessary supporting documentation and pays a recertification application fee
of fifteen dollars. Said fee, which shall be non-refundable, shall be subject to annual
review and may be increased or decreased to reflect costs incurred or expected. In
no event shall the recertification application fee exceed thirty dollars.

(c) The Committee shall consider each complete application for recertification at
the next regularly scheduled meeting following the date on which such application
is received. The Committee shall recommend to the Secretary that he or she issue
arenewal certificate to each applicant who satisfies the continuing education require-
ments as set forth in Section 12-40a-11. Upon receipt of such recommendation, the
Secretary shall promptly issue a new certificate in such applicant’s name.

(d) In the event the Committee denies an application for recertification, the
Committee chair shall send the applicant written notification of such denia by
courier service, within two days of the adjournment of said meeting. Such notice
shall includeinformation asto how areconsideration of such denial may berequested.

(e) A person whose application for recertification is denied may file a written
request for a reconsideration of the Committee’ s decision. Any such request, which
shall include the reason(s) why the appellant believes he or she should be recom-
mended for recertification, shall be sent by courier service to the Committee chair
within seven days of the date of the notice of denial. The Committee shall reconsider
itsdecision at the next regularly scheduled meeting following receipt of such request,
or at a special meeting called for said purpose.

(f) The Committee may require the appellant to appear at such meeting to answer
any pertinent questions or to supply any additional information that may be required,
provided he or she shall be given not less than forty-eight hours notice of the
requirement to appear. The Committee’ s decision with regard to any such reconsider-
ation shall be final. The appellant shall be sent written notification of such decision
by the Committee chair within one week of the adjournment of said meeting. A

copy of such notification shall be forwarded to the Secretary.
(Adopted, effective January 1, 1998)
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Minimum Standards for Computer
Assisted Mass Appraisal

Sec. 12-62f-1. Definitions

Asused in sections 12-62f-1 to 12-62f-6, inclusive, of the regulations of Connecti-
cut State Agencies, the following terms have the meaning ascribed to them in this
section, unless the context clearly indicates otherwise:

(2) “*Alpha/numeric’’ means a generic term for aphabet |etters, numerical digits
and specia characters, such as punctuation marks, which are machine processable;

(2) **Apartment’”’ means a dwelling containing five or more living units;

(3) ““CAMA’ means Computer-Assisted Mass Appraisal;

(4) **Commercial property’’ means real property used for the sale of goods and/
or services, including, but not limited to, non-residential living accommodations,
dining establishments, motor vehicle services, warehouses and distribution facilities,
retail services, bank and office buildings, and multi-purpose buildings, wherein
more than one occupation is conducted, recreation and entertainment facilities,
and airports;

(5) ‘*Committee’’ means the Computer Assisted Mass Appraisal Systems Advi-
sory Board, the members of which are appointed in accordance with the provisions
of subsection (f) of Section 12-62f of the Connecticut General Statutes;

(6) ‘*Condominiums’ means real property with individua ownership of the
occupied area plus a fractional ownership of the common elements.

(7) ‘' Database’’” meansthe aggregate body of all information stored in acomputing
system which is fundamental to the enterprise which owns or operates the system,
access to which may be limited to certain specific users and/or application programs,

(8) ‘*Editing’’ means to modify, add, or delete data or text;

(9)‘‘Field’’” meansavariablelength dataelement within arecord andisrepresented
as a column in a table or file;

(10) *‘File’” means a set of items pertaining to one function arranged or classified
in sequence for convenience or reference;

(11) ‘*Hardware’” means a computer and the associated physical equipment
directly involved in the operation of the equipment that performs communication
and/or data processing functions;

(12) ““Industrial property’’” meansreal property used for production and fabrication
of durable and non-durable man-made goods from raw materials or compounded
parts;

(13) “‘Interface’” means a shared connection or boundary between two devices
or systems, or the point at which two devices or systems are linked;

(14) “Integrated’’ means the process which results in the introduction of data
which need not be repeated as further alied or related data is also entered;

(15) **Module’’ meansapart of aprogram that performsadistinct function or task;

(16) ‘*OPM’’ means the Office of Policy and Management;

(17) *‘Password’’ means a code word or group of characters a computer might
require to allow an operator access to certain functions as a security provision;

(18) ‘‘Record’’ means a collection of data fields about an item within said file
or table, and is represented as a row in afile or table;

(19) ‘*Residential property’’ means real property used for human habitation, such
as year-round residences, including buildings of one- to four-dwelling unit(s), rura
residences, estates, seasonal residences, and individual mobile manufactured homes;
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(20) ‘*Revaluation’’ means establishing the fair market value of all rea property,
by either physical observation or by a statistical method of adjusting the assessed
value as provided by Section 12-62 of the Connecticut General Statutes;

(21) ** Saled/assessment ratio’’ means the relationship between the assessed value
and the sales price of a property, calculated by dividing the assessed value by the
sales price;

(22) ‘* Secretary’’ means the Secretary of the Office of Policy and Management;

(23) ‘* Software’” meansthe collection of written or printed data such as programs,
routines, or instructions essential to the operation of a computer;

(24) **Table driven’” means an array of non hard-coded attributes and variables
which may be adjusted or updated by a system user;

(25) “*Updating’’ means the process which results in the introduction of data that
need not be repeated as further alied or related data is also entered; and

(26) ‘‘Vaue'’ means the fair market value as defined in Section 12-63 of the
Connecticut General Statutes.

(Effective July 26, 1996)

Sec. 12-62f-2. Grant-in-aid eligibility

Each municipality eligible for financial assistance pursuant to Section 12-62f of
the Connecticut General Statutes, may make application for a grant-in-aid to the
Secretary for the acquisition or modification of a CAMA system. Such application
shall be approved by said Secretary upon a determination that said system meets
the requirements of the data management, valuation, assessment administration and
tax collection modules set forth in Sections 12-62f-3 through 12-62f-6, inclusive,
of these regulations.

(Effective July 26, 1996)

Sec. 12-62f-3. Data management module

(@) The applications contained within the valuation, assessment administration
and tax collection modules are dependent upon the data management module. As
such, the valuation, assessment administration and tax collection modules shall be
ableto interface with the data management module. At aminimum, the data manage-
ment module shall consist of the fields described in this subsection, provided such
fields may be contained in multiple related files.

(1) With respect to all real property, the following assessment administration data
fields shall be required: Parcel identification number; property type; OPM approved
grand list abstract codes; exemption codes; land assessment; building assessment;
total assessment; prior assessment; census tract; value; current property owner;
mailing address; property location; building permit number and building permit date.

(2) With respect to al real property, the following property characteristic data
fields shall be required: Neighborhood code; total acreage; frontage; square feet;
zoning; construction style; construction quality grade; condition; total floor area;
number of stories, basement finish type; plumbing; heating type; cooling type;
exterior wall type; sketch dimensions, which may be in multiple fields; utilities;
year built; date of last record update; inspection date; inspected by; inspection type;
reviewed by; apha/numeric comment field of at least 256 characters; and twenty
user-defined fields.

(A) With respect to residential property, the following data fields shall aso be
required: Occupancy; attic; number of bathrooms; number of bedrooms; number of
rooms; number of fireplaces; garage attached; garage detached; out building(s); yard
improvement(s); and pool.
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(B) With respect to non-residential property, the following data fields shall also
be required: Number of stories; story height; elevator; yard improvement(s); use
type by percentage of total building area or square feet; number of apartment units;
number of such units by type; net operating income; capitalization rate; and value
by the income approach.

(3) With respect to all real property, the following ownership and sales data for
an unlimited number of property transfers shall be required: Date on which a
property’s ownership was transferred; volume in which the deed related to such
transfer is recorded; page of volume in which the deed related to such transfer is
recorded; deed type; property owner; sales price; sale date; indicator of the validity
of the sale; and validity code.

(4) With respect to all property, the following data for the tax collection process
shall be required: Tax district codes; mill rates; real estate escrow code; total tax;
lien fee; tax paid; and delinquency code.

(b) In addition to meeting the requirements of subsection (a) of this section, a
CAMA system shall allow for the detection of the following: Missing data; invalid
characters; alpha/numeric values outside specified ranges; and illogical relationships
among or between fields. Said system shall also allow for the editing of the data
fields described in this section.

(Effective July 26, 1996)

Sec. 12-62f-4. Valuation module

(a) The valuation module shall provide for the determination of the value of all
real property based upon accepted appraisal methodology, using atable- or formula-
driven system. At aminimum, the valuation module shall have the ability to perform
the tasks described in this subsection and shall aso allow for the editing of the data
fields described in this section.

(1) With respect to land, the valuation module shall have the capacity to compute
value based upon one or more of the following: Square feet; acreage; standard lot
size; frontage/depth; and/or unit. In addition, said module shall alow for the editing
of land values based upon market-derived adjustment factors, using at least two of
the following: Unit value; fractional acreage; and front foot adjusted for depth.

(2) With respect to residentia property, the valuation module shall have the
capacity to: Compute replacement cost new, |ess depreciation; provide user-modifi-
able tables or formulas for various types of buildings; provide user-modifiable
depreciation tables for age and condition variables, compute the value of each yard
improvement (e.g., swimming pool, tennis court, detached garage, and shed); alow
for the acceptance, rejection or adjustment of table- or formula-derived values; allow
for on-line sketch input; provide for the automatic computation of total square
footage; provide for the automatic computation of gross living area; and provide
for the computation of other area measurement(s) as defined by the user. In addition,
the valuation module shall have the capacity to alow user-modifiable selection
criteria to identify up to three properties that are most comparable to the property
for which a value is being determined.

(3) With respect to apartment, commercial and industrial properties, the valuation
module shall have the capacity to: Compute replacement cost new, less depreciation;
provide user-modifiable tables or formulas for various types of structures or build-
ings; provide user-modifiable depreciation tables for age and condition variables;
compute the value of each yard improvement (e.g., paving, and fencing); allow for
the acceptance, rejection or adjustment of table- or formula-derived values; and
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provide for the automatic computation of total square footage. In addition, said
module shall have the capacity to compute the value of property using the income
approach, by use of the direct capitalization method.

(b) The valuation module shall also have the capacity to: Print a property record
card with the appropriate fields listed in the data management module; allow flexibil-
ity of design of the data printed on a property record card, based on the discretion
of assessor; provide for the random printing of cards; provide for the printing of
sketches showing dimensions; ensure the closure of such sketches; and provide for
the creation of multi-page property record cards for a parcel.

(c) The valuation module shall include a general report writer capable of printing
to screen and hard copy, and/or providing the data listed in the data management
module to a magnetic diskette. In addition, such application shall have the capacity
to produce reports for statistical and comparable sales analysis based upon pre-
defined and user-defined criteria.

(d) The valuation module shall have the capacity to calculate, print reports and
output to standard analytical software programs the following measurements and
sales/assessment ratios by property type and neighborhood: Sales prices; assess-
ments; the mean sales/assessment ratio; the median sal es/assessment ratio; the coeffi-
cient of dispersion; the standard deviation; the coefficient of variation; and the price-
related differential.

(Effective July 26, 1996)

Sec. 12-62f-5. Assessment administration module

(a) The assessment administration module shall have the ahility to interface with
the data management, val uation and tax collection modules. In addition, said module
shall embody the following general functions: Ability to produce grand listsin OPM
approved format; ability to maintain sales history file for each property; ability to
provide multi-district coding for separate tax district grand list(s); ability to update
files with respect to prorates for motor vehicle credits and new construction/demoli-
tion; ability to process assessment changes as made by the Board of Assessment
Appedls, certificates of correction and any other lawful corrections and adjustments
and update appropriate fields with such changes; calculate the percentage of tax
credit with respect to the Elderly and Totally Disabled Homeowners Tax Relief
Program; calculate the phase-in of assessments in accordance with subsection (€)
of Sections 12-62a or 12-62c of the Connecticut General Statutes; allow for multi-
year processing; provide two-level password protection; provideinteractive updating
to the data management module; provide multi-user capability to allow simultaneous
file access for more than one user with record level lockout where applicable; with
respect to systems having multiple terminals or personal computers, alow the
simultaneous use of other software, such asword processing or spreadsheet applica-
tions; provide for an audit file; ability to alow inquiries and updating of real estate,
persona property and motor vehicle records, and provide one or more built-in
editing routines to flag potential error conditions (e.g. a total assessment that is not
equal to line item breakdown, an exemption in an amount greater than $10,000, an
invalid exemption code(s), and missing data related to owner’ s name, street address,
city, state or zip code).

(b) Said module shall also be able to generate the following reports in hard copy
and/or provide the required data to a magnetic diskette: Grand lists in the OPM
approved format; assessment increase notices in accordance with Section 12-55 of
the Connecticut General Statutes; a list of the twenty largest assessments for real
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estate and personal property; reports as required by assessor (e.g. volume and page
of deed recording, last sales price, and sales date); and the following OPM reports:
M-35B - Reimbursement of Revenue Loss-Owners, M-35P - Reductions to Owners
Reimbursement, M-36P - Reductionsto Freeze Reimbursement, M-59A - Additional
Veterans Exemptions, M-37 - State-owned Property Payment-in-lieu of taxes, M-
37 C&H - College and Hospitals Payment-in-lieu of taxes; and M-13 and M-13A -
OPM Reports of Taxable and Tax Exempt Grand Lists. In addition, said module
shall have the capacity of producing the following user-defined reports: Parcel owner
information; map parcel identification; property location; district(s); item code(s);
exemption code(s); use value code(s); census tract; building permit management;
and any other user-definable reports based on data from the data management and
valuation modules. Said module shall aso have the capability to restart any incom-
plete report at the point where it was terminated.
(Effective July 26, 1996)

Sec. 12-62f-6. Tax collection module

(a) The tax collection module shall have the ability to interface with both the
data management and assessment administration modules. Thetax collection module
shall have the following capabilities: Ability to produce rate books and tax billsin
OPM approved format; ability to reflect assessment changes as made by the Board
of Assessment Appeals and any other lawful corrections and adjustments on tax
bills; ability to process new owner and address changes prior to tax hilling, with
the retention and reflection of the October 1 owner on the rate book and tax bill;
ability to process a delinquency code(s) to tax bill file indicating back taxes due;
ability to provide a multi-digit code(s) for the identification of real estate escrow
bank payments; ability to post refunds; ability to calculate interest and lien amounts
due; ability to store at least fifteen prior years worth of tax collection records; ability
to audit file listings and to review al data input; ability to output rate book/tax bill
files to create tax collection/tax receivable files including the amount of total tax
due and each installment thereof; ability to produce monthly trial balance; provide
two-level password protection; and ability to integrate collection and posting func-
tions. Said modul e should also provide security sufficient for tax collector operations.

(b) Said module shall also be able to generate the following reports in hard copy
and/or to provide the required data to a magnetic diskette: Rate Book total; total of
tax bills; dias tax warrants, summary of certificates of correction by list year;
suspended tax report; monthly trial balance report; and the following OPM reports:
M-36A - Reimbursement of Revenue Loss-Elderly Freeze; M-42B - Totally Disabled
Exemptions; and M-65 - Newly Acquired Manufacturing Machinery and Equipment.
In addition, said module shall provide for the: Printing of tax bills and/or the listing
of owners by bank in alphabetical order and the preparation of delinquency notices
as follows: Tax reminder notices, demand notices; lien notice; rea estate tax liens;
and reports to the Department of Motor Vehicles of delinquent motor vehicle taxes.

(Effective July 26, 1996)
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Performance-Based Revaluation Testing Standards and Certification of
Revaluations Performed by Towns

Sec. 12-62i-1. Definitions

As used in section 12-62i-1 to section 12-62i-8, inclusive, of the Regulations of
Connecticut State Agencies:

(1) **Aggregate mean ratio’”’ means the ratio of the sum of the assessments to
the sum of the sales prices;

(2) “*Apartment property’’ means an improved parcel of land devoted to use as
a domicile of five or more dwelling units including co-operative ownership by the
tenants. Apartment property includesthelot or land that is occupied by an apartment
building and other improvements to or on the land;

(3) ‘*Assessor’’ meansthe assessor or board of assessors of any Connecticut town;

(4) **Cadastral map’’ means a map drawn to scale displaying for each parcel of
real property within a town, dimensions, survey lines, ownership boundaries and a
unique identifier;

(5) ‘‘ Coefficient of dispersion’’ means the average absolute deviation of assess-
ment/sales ratios from the median assessment/sal es ratio, expressed as a percentage
of the median;

(6) ‘*Commercia property’’ means an improved parcel of land used for the sale
of goods or services including, but not limited to dining establishments, motor
vehicle services, warehouse and distribution facilities, retail services, banks, office
buildings, multi-purpose buildings that house more than one occupation, commercial
condominiums for retail or wholesale use, non-residential living accommodations,
recreation facilities, entertainment facilities, hotels, and motels. Commercial property
includes the lot or land on which the building(s) is situated and accessory improve-
ments located on a commercia lot such as paving and storage buildings;

(7) **Company’’ means arevaluation company as defined in section 12-2c of the
Connecticut General Statutes;

(8) “*Industrial property’’ means an improved parcel of land used for the produc-
tion or fabrication of durable and non-durable man-made goods from raw materials
or compounded parts including but not limited to manufacturing and processing
facilities, industrial condominiums, and mining and quarrying operations. Industrial
property includes the lot or land on which the building(s) is situated and accessory
improvementslocated on anindustrial lot such as paving, storage buildings and tanks.

(9) ““Market sale’’ means a sde for the most probable price in cash, terms
equivalent to cash, or in other precisely revealed terms, for which the real property
will sell in a competitive and open market under al conditions requisite to a fair
sale with the buyer and seller each acting prudently, knowledgeably, and assuming
the price is not affected by undue stimulus. It includes the consummation of a sale
as of a specified date and the passing of title from seller to buyer under conditions
whereby: (A) the buyer and seller are typically motivated, (B) both parties are well
informed or well advised, and acting in what they consider their best interest, (C)
areasonable time is allowed for exposure in the open market, (D) payment is made
in United States' currency or in terms of financial arrangements comparabl e thereto,
and (E) the price represents the normal consideration for the real property sold
which is unaffected by special or creative financing or sales concessions granted
by anyone associated with the sale;

(10) ‘*Mass appraisal’”’ means the process of valuing a universe of properties as
of agiven date using standard methodol ogy, employing common data, and allowing
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for statistical testing. Methodology that is acceptable shall include, but isnot limited
to, automated valuation models, adaptive estimation procedure, multiple regression
analysis, statistical analysis and other generally accepted techniques,

(11) ‘“‘Mean ratio’’ means the arithmetic average of the ratios;

(12) ‘“‘Median ratio’’ means the value of the middle ratio in an uneven number
of ratios arranged or arrayed according to size or the arithmetic average of the two
central ratios in an even number of ratios similarly arranged;

(13) ‘*Neighborhood'* means a geographic area of complementary real property
parcels that share similar locational and market value characteristics, and may be
defined by natural, man-made, or political boundaries;

(14) *‘Price related differential’’ means the ratio of the mean ratio to the aggre-
gate mean;

(15) ‘*Property class* means any one of the following three major classifications
of rea property: (A) residential; (B) commercia including apartments, industrial
and public utility; and (C) vacant land;

(16) ‘*Public utility’” means an improved parcel of land used to provide services
to the general public that are typically provided by a public service company as
defined in section 16-1 of the Connecticut General Statutes. Public utility property
includes the lot or land on which the building(s) is situated and accessory improve-
ments located on the public utility lot such as paving, storage buildings and tanks;

(17) “*Ratio’’ means the property’s assessed valuation divided by the property’s
sales price;

(18) ‘* Residential property’’ means an improved parcel of land devoted to human
habitation for use as a domicile of less than five dwelling units. Property used for
human habitation includes but is not limited to year round residences, rura resi-
dences, condominiums, estates, seasonal residences, and individually owned maobile
manufactured homes. Residential property includes the lot or land on which the
dwelling is situated, and accessory buildings(s) located on the parcel such as garages,
sheds, pools and tennis courts;

(19) “*Revauation’” means the mass appraisal of property to determine the true
and actual value of all real property in atown for assessment purposes in accordance
with section 12-62 of the Connecticut General Statutes;

(20) ‘*Sales time period’’ means the twelve-month period beginning twelve
months before the assessment date which is the effective date of a revaluation,
provided if the total number of market sales occurring in said period is less than
thirty the time period prior to said assessment date shall be extended in three-month
increments until the number of market sales having taken place is egqual to or
greater than thirty, but shall not be extended more than thirty months prior to said
assessment date;

(21) ‘* Secretary’’ means the Secretary of the Office of Policy and Management,
or his designee;

(22) **Sold’’ means properties that were transferred during the sales time period,
provided such transfers were market sales;

(23) “*Unsold’’ means properties that were not transferred during the sales time
period or were not market sales;

(24) **Unsold property test’” means the ratio of (A) the ratio of the market value
of sold properties, to (B) the ratio of the market value of unsold properties where
the ratio of the market value of sold properties is the total market value of al sold
properties after revaluation to the total market value of all sold properties before
revaluation, and the ratio of the market value of unsold propertiesis the total market
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value of al unsold properties after revaluation to the total market value of all unsold
properties before revaluation;

(25) “*Vacant Land”’ means land that is not developed or land lacking in essential
appurtenant improvements above and below water, that are required in order for
the land to serve a useful purpose. It is land that may be an approved subdivision

but is not presently being physically improved or sold as lots.
(Adopted effective January 30, 2001)

Sec. 12-62i-2. General provisions

Performance-based revaluation standards shall consist of two acceptable methods
as set forth in section 12-62i-3 and 12-62i-4 of the Regulations of Connecticut State
Agencies. The assessor shall utilize one of the methods so described.

(Adopted effective January 30, 2001)

Sec. 12-62i-3. Ratio testing standards

(@) Compiling Market Value Data

(D) A file of al real property sales transactions for the sales time period used
shall be established. For each such transaction the following information shall be
included in the file: parcel identification number, property location, United States
Census Bureau census tract number, date of sale, sales price, property assessment
as of the date of the sale, property class, and any other salient property characteristics
as of the date of the sale. The sales price of the property and its condition as of the
date of the sale should be verified, if possible, with the buyer or seller.

(2) If the sale property is not considered amarket sale as delineated in subdivision
(9) of section 12-62i-1 of the Regulations of Connecticut State Agencies, the file
shall contain the reason for such determination.

(3) The file may reflect an adjustment to the property sales price. The reason(s)
for the adjustment shall be documented. Reasonsfor such an adjustment may include,
but are not be limited to:

(A) The fact that personal property is included in the transaction;

(B) The existence of a lease that does not represent market rent, as defined in
section 12-63b of the Connecticut General Statutes; and

(C) The effects of price changes reflected in the real estate market between the
date of sale and the assessment date that is the effective date of a revaluation.

(b) Prior to finalizing a revaluation, the assessor shall conduct the following tests
regarding the assessments derived from such revaluation. The assessments resulting
from the revaluation shall be deemed sufficient, provided the following criteria
are met:

(1) the overal level of assessment for al property classes shall be within plus
or minus ten percent of the required seventy percent assessment ratio, as measured
by the overall median ratio, and

(2) the level of assessment for each property class with fifteen or more market
sales shall be within plus or minus five percent of the median overal level of
assessment for each property class, and

(3) the coefficient of dispersion for each property class with fifteen or more
market sales shall be equal to or less than fifteen percent for all property, equal to
or less than fifteen percent for residential property, equal to or less than twenty
percent for commercial property, and equal to or less than twenty percent for vacant
land, and

(4) the price related differential for all properties and for each property class for
which there are fifteen or more market sales shall be within 0.98 and 1.03, and
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(5) the unsold property test result shall be between 0.95 and 1.05.

(c) In the event that the criteria described in subdivision (1), (2), (3), (4) or
(5) of subsection (b) of this section are not met, the assessor shall, prior to the
implementation of the revaluation, further analyze and refine the data elements or
methods used in the revaluation. The assessor shall revalue the parcels of red
property for which a deficiency in either the level of assessment or the uniformity

of assessments has been identified.
(Adopted effective January 30, 2001)

Sec. 12-62i-4. Procedural testing standards

(a) Prior tofinalizing arevaluation, the assessor and the company, if any, employed
by the town, shall conduct the following procedures during the revaluation program:

(1) Management

A written revaluation project plan shall be developed prior to the commencement
of the revaluation and updated as necessary during the course thereof. The project
plan shall include, but is not limited to, alist of project activities, person(s) responsi-
ble for each activity and the time frame of each activity. Periodic reports on the
progress of the revaluation project plan shall be completed by the assessor and shall
befiled in the assessor’ s office. Each such report shall chronicle the work completed
and the work remaining for each activity.

(2) Property Inventory

(A) The cadastral maps shall be up to date.

(B) Each real estate parcel shall have a property record file, which should be
computerized. Each property record file shal contain the following data, as
applicable:

(i) parcel size

(if) current land use

(iii) zoning classification of parcel

(iv) site characteristics that contribute to the value of the land

(v) neighborhood code

(vi) building size

(vii) construction quality or grade classification

(vii) year built

(ix) condition of the building(s)

(x) significant building characteristics, such asnumber of stories, height, construc-
tion type, and wall type

(xi) other characteristics that contribute to the value of the building

(xii) other structures or improvements that may exist on the parcel, such as a
swimming pool, fencing, garage, or shed.

(C) Each land or building characteristic having a qualitative attribute shall have
an alphanumeric code.

(D) A property inspection system shall be maintained.

(E) A building permit monitoring system shall be maintained.

(F) A quality assurance program consisting of:

(i) a data collection manual that explains how to measure structures and how to
select the most appropriate property characteristics of those available;

(if) a data review program to ensure al essential property characteristics are
entered into the property record file;

(iif) an audit trail for either manual systems or computer systems that tracks
changes in property records, who made the change, when the change was made and
the value previous to each change.
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(3) Compiling Market Vaue Data

(A) A file of al real property sales transactions for the sales time period used
shall be established. For each such transaction the following information shall be
included in the file: parcel identification number, property location, United States
Census Bureau census tract number, date of sale, sales price, property assessment
as of the date of the sale, property class, and any other salient property characteristics
as of the date of the sale. The sales price of the property and its condition as of the
date of the sale should be verified, if possible, with the buyer or seller.

(B) If the sale property is not considered a market sale as delineated in subdivision
(9) of section 12-62i-1 of the Regulations of Connecticut State Agencies, the file
shall contain the reason for such determination.

(C) The file may reflect an adjustment to the property sales price. The reason(s)
for the adjustment shall be documented. Reason(s) for such an adjustment shall
include, but are not be limited to:

(i) The fact that persona property is included in the transaction;

(if) The existence of a lease that does not represent market rent, as defined in
section 12-63b of the Connecticut General Statutes; and

(iii) The effects of price changes reflected in the real estate market between the
date of sale and the assessment date that is the effective date of a revaluation.

(D) A file of income and expense statements submitted in accordance with section
12-63c of the Connecticut General Statutes for the two-year period prior to the
assessment date that is the effective date of a revaluation shall be maintained.

(E) If the cost approach to valuation is utilized for the revaluation, all building
cost schedules, which shall reflect local construction costs as of the effective date
of the revauation, shall be maintained in the assessor’s office.

(F) Market Analysis and Valuation

(i) All parcels shall be stratified according to property class and neighborhood.

(ii) Market sales analysis for market value trends and price level changes during
the sales time period shall be conducted.

(i) If the cost approach method of valuation is utilized, market sales data should
be used to develop schedules of depreciation.

(iv) Criteria for the identification of comparable properties shall be established,
documented and used.

(v) For each parcel of property, more than one acceptable appraisal methodology
should be used, if possible, to determine its market value. For each vacant land
parcel, thedirect sales comparison appraisal methodol ogy should be used for reval ua-
tion purposes.

(vi) Neighborhoods should be delineated on maps that display unit values for
land valuation or are indexed to land value tables.

(vii) For each residential property, the direct sales comparison appraisal methodol -
ogy should be used for revaluation purposes. The cost approach may be used if, in
the judgement of the assessor, insufficient comparable market sales data exist for
valuation purposes.

(viii) For each commercial or special use property, the income and/or direct sales
comparison appraisal methodology should be used for valuation purposes. The cost
approach may be used if, in the judgement of the assessor, insufficient comparable
market sales or income data exist for revaluation purposes.

(b) A review of all real property values derived from the revaluation program
shall be conducted. The process by which the review was conducted shall be put in
writing and all changesin valuations effected during the review shall be documented.
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(c) Documentation of the methodology used in the revaluation process shall be
in writing and available for public inspection.

(d) Any departure from the requirements set forth in subsections (a) to (c) of this
section shall be reasonable and the reasons shall be documented in writing and
available for public inspection.

(Adopted effective January 30, 2001)

Sec. 12-62i-5. Certification

(a) On aform prescribed by the Secretary, the assessor shall certify that all real
property located within the town has been revalued and that the revaluation meets
the performance-based revaluation standards of subsections (b) or (c) of section 12-
62i-2 of the Regulations of Connecticut State Agencies. Said form shall be signed
and filed in the office of the assessor on or before the date the grand list that reflects
real property assessments based on the revaluation is signed and filed pursuant to
section 12-55 of the Connecticut General Statutes. A copy of said form shall also
be submitted to the town clerk, who shall record such form on the land records,
and to the chief executive officer of the town and the Secretary, within ten days of
the date it is signed by the assessor.

(b) If the revaluation was conducted in whole or in part by one or more companies,
as defined in subdivision (7) of section 12-62i-1 of the Regulations of Connecticut
State Agencies, the form shall be co-signed by a person employed by each such
company who is certified by the Secretary as a revaluation company supervisor in
accordance with subsection (d) of section 12-2b-6 of the Regulations of Connecticut
State Agencies.

(Adopted effective January 30, 2001)

Sec. 12-62i-6. Administration of penalty

(a) If the Secretary determinesthat atown hasfailed to comply with the provisions
of sections 12-62i-3 or 12-62i-4 of the Regulations of Connecticut State Agencies,
as the case may be, the Secretary shall send written notification to the town’s chief
executive officer by May first that the town is subject to the penalty pursuant to
section 12-62i of the General Statutes. The Secretary shall cause the certification
made to the State Comptroller for each applicable grant-in-aid to the town during
such fiscal year, to reflect the amount of reduction in such grant-in-aid.

(b) If atown has failed to comply and is not eligible to receive any such state
grants-in-aid, the Secretary shall send awritten demand to the chief executive officer
of the town for the immediate payment to the State Treasurer of an amount equal
to three per cent of the town’s property tax levy for the fiscal year immediately
preceding. Such payment shall be required to be made within ninety days of the
date said demand is received.

(Adopted effective January 30, 2001)

Sec. 12-62i-7. Appeals

The chief executive officer of any town that is aggrieved by the action of the
secretary in issuing notification of the imposition of a penalty in accordance with
section 12-62i-6 of the Regulations of Connecticut State Agencies, may appeal to
the secretary within thirty days of such notice. Such appeal shall be in writing and
shall contain a reason for the appeal. Such appea will be considered a contested
case in accordance with chapter 54 of the Connecticut General Statutes.

(Adopted effective January 30, 2001)
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Sec. 12-62i-8. Effective date

Sections 12-62i-1 to 12-62i-7 of the Regulations of Connecticut State Agencies
are effective with respect to a revaluation implemented on or after October 1, 2002.
(Adopted effective January 30, 2001)
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Additional Veterans Exemption: Eligibility and
State Reimbursement Procedures

Sec. 12-81g-1. Definitions

As used in these regulations, the following terms have the meaning ascribed to
them in this section.

““‘Claimant’”’ means any person entitled to an exemption from property tax in
accordance with subdivisions (19), (20), (21), (22), (23), (24), (25), or (26) of section
12-81 of the general statutes.

“*Qualifyingincome’’ means (1) adjusted grossincome as determined for purposes
of the federal income tax plus any other income not included in such adjusted gross
income, or (2) for claimants awarded a Veteran's Administration disability rating
of 100%, adjusted grossincome as determined for purposes of the federal incometax.

‘‘Secretary’’ means the Secretary of the Office of Policy and Management.
(Effective June 24, 1986)

Sec. 12-81g-2. Application and determination of digibility

(@) Any claimant, believing himself entitled to an additional exemption under
subsection (a) of Section 12-81g of the general statutes for any assessment year,
shall apply to the assessor or assessors of the municipality in which he resides for
such additional exemption at any time from February first to and including October
first of the year in which such additional exemption is initially claimed. Reapplica-
tions shall be submitted biennially thereafter.

(2) Inthe case of an extenuating circumstance of aclaimant’ sillness or incapacita-
tion, evidenced by a physician’s certificate to that effect, the claimant may make
written application to the assessor for an extension of the application period. Such
request shall be made on or prior to the thirty-first day of December next following
the deadline for filing such applications.

(2) Upon receipt of awritten request from such claimant, the assessor may allow
an extension of time not exceeding thirty days within which an application may be
filed for such additional exemption.

(b) Application for an additional exemption shall be made on a form prescribed
and furnished by the Secretary. In making such application the claimant shall present
to the assessor, in substantiation of his application, evidence of qualifying income
in respect to the calendar year ending immediately prior to the submission of such
application. Such evidence shall consist of copies of federal income tax returns,
bank statements showing interest earned, trust account statements, dividend earning
statements, statements from the Social Security Administration, proof of public or
private assistance received, and such other documentation as may be required by
the assessor.

(c) Not later than ninety days after the assessment date for which an application
is submitted, the assessor shall forward a copy of the completed application to the
claimant, indicating acceptance or rejection of the application.

Not later than ninety days after receiving an application from a claimant granted
an extension, pursuant to subdivision (1) of subsection (b) of this section, the
assessor shall forward acopy of the compl eted application to the claimant, indicating
acceptance or rejection of his application.

(Effective August 25, 1989; amended May 5, 1999)
Sec. 12-81g-3. Reimbursement to municipalities

(a) On or before the first day of August of each year, each municipality shall file
aclaim with the Secretary for reimbursement to which such municipality is entitled
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under subsection (c) of Section 12-81g of the general statutes. The claim shall be
made on aform prescribed and furnished by the Secretary and shall be accompanied
by such supporting information as the Secretary may require. The reimbursement
claim shall include:

(1) A certification of the claim signed by the assessor and tax collector of
the municipality;

(2) The names and addresses of those receiving the additional exemptions under
subsections (@) and (b) of Section 12-81g of the genera statutes; the amount of
such exemptions, and the amount of tax revenue lost to the municipality due to
such exemptions;

(3) Copies of all applications required by Section 12-81g-2(b);

(4) Copies of any affidavits received from any other municipality in accordance
with Section 12-94 of the genera statutes;

(5) Copies of any letters granting claimants an extension of the time to file
their applications.

(b) A computer generated print-out may be substituted in lieu of the prescribed
reimbursement claim for the information required in subdivision (2) of subsection
(a) of this section.

(c) The Secretary shall, on or before the December first following receipt of such
claims, certify to the Comptroller the amount due to each municipality under the
provisions of Section 12-81g(c) of the general statutes. The Comptroller shall draw
his order on the Treasurer on or before the following December fifteenth, and the
Treasurer shall pay the amount thereof to each such municipality on or before the
following December thirty-first.

(d) The Secretary shall notify each municipality which has submitted a reimburse-
ment claim of his acceptance or modification of the claim not later than the August
first next succeeding the deadline for the receipt of such claims. Any municipality
aggrieved by the action of said Secretary may request a reconsideration within thirty
days after receipt of such notification. Such request shall be made in writing and
shall state the reason for such request. If the municipality has so reguested, the
Secretary shall, in his discretion, grant the municipality an oral hearing and shall
provide ten days notice of the time and place of the hearing. The Secretary shall
notify themunicipality inwriting of his determination regarding the request for recon-
Sideration.

(e) If any recomputation is effected as a result of the provisions of subsection
(d) of this section, any adjustments to the amount due to such municipality shall
be made in the next payment the treasurer shall make to such municipality pursuant

to subsection (c) of Section 12-81g of the General Statutes.
(Effective July 30, 1987; amended May 5, 1999)

Sec. 12-81g-4. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that a town, city, borough, consolidated town and city or consolidated town and
borough is required to forfeit the amount specified as a penalty in subsection (d)
of §12-819g of the genera statutes, for failure to comply with the filing provisions
of Section 12-81g-3 of these regulations, he shall cause to be sent to the chief
executive officer thereof a notification of the penalty amount due and a request for
its prompt payment. The forfeit shall be required to be in the form of a bank check,
certified check or money order made payable to the Treasurer of the State of

Connecticut and forwarded to the Secretary of the Office of Policy and Management.
(Effective April 28, 1989; amended March 30, 1999)
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Sec. 12-81g-5. Penalty waiver procedures

(a) The penalty pursuant to Section 12-81g of the general statutes, may be waived
by the Secretary of the Office of Policy and Management provided he receives a
written application for waiver within thirty business days of the filing date of the
claim for reimbursement for which the penalty waiver is sought. Such application,
which shall set forth the reason for the waiver request, shall be signed by the official
responsible for filing the claim and co-signed by the chief executive officer of the
town, city, borough, consolidated town and city, or consolidated town and borough.
It must be established to the Secretary’s satisfaction that the failure to file in a
timely manner and in the form required, was due to reasonable cause and was not
intentional or due to neglect. Examples of reasonable cause shall include, but not
be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the claim
for reimbursement. Such vacancy, which may be due to death, serious illness or
resignation, must have occurred within sixty days of the claim filing date;

(3) Failure regarding delivery of any such claim, provided it is established to
the Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
such claim, including but not limited to:

(A) Adoption of a computer system, or conversion to an aternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the claim filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the town, city, borough, consolidated town and city or
consolidated town and borough to establish a mill rate within thirty days of the
claim filing date;

(C) The enactment of legislation by the General Assembly in the session immedi-
ately preceding the claim filing date, which would require a substantial recalculation
of the amount of revenue loss to be claimed;

(D) Failure on the part of the town, city, borough, consolidated town and city or
consolidated town and borough to receive from the Secretary at least thirty daysprior
tothe claimfiling date, the form(s) necessary for submitting the required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver
within fifteen business days.

(Effective April 28, 1989; amended March 30, 1999)
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Penalties and the Waiver of Penalties Regarding Certain
Elderly/Total Disability Tax Relief Programs

Sec. 12-94a-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that amunicipality is required to forfeit the amount specified as a penalty for failure
to comply with the provisions of Section 12-94a of the general statutes, he shall
cause to be sent to the chief executive officer of the municipality, a notification of
the penalty amount due and a request for its prompt payment. The forfeit shall be
required to be in the form of a bank check, certified check or money order made
payable to the Treasurer of the State of Connecticut and forwarded to the Secretary

of the Office of Policy and Management.
(Effective January 31, 1991; amended March 30, 1999)

Sec. 12-94a-2. Penalty waiver procedure

(a) The penalty pursuant to Section 12-94a of the general statutes may be waived
by the Secretary of the Office of Policy and Management provided he receives a
written application for waiver within thirty business days of the filing date of the
claim for reimbursement for which the penalty waiver is sought. Such application,
which shall set forth the reason for the penalty waiver request, shall be signed by
the official responsible for filing the claim and co-signed by the chief executive
officer of the municipality or the district. It must be established to the Secretary’s
satisfaction that the failure to file in atimely manner and in the form required, was
due to reasonable cause and was not intentional or due to neglect. Examples of
reasonable cause shall include, but not be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the claim
for reimbursement. Such vacancy, which may be due to death, serious illness or
resignation, must have occurred within sixty days of the claim filing date;

(3) Failure regarding delivery of any such claim, provided it is established to
the Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
such claim, including but not limited to:

(A) Adoption of a computer system, or conversion to an alternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the claim filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the municipality to establish a mill rate within thirty
days of the claim filing date.

(C) The enactment of legislation by the General Assembly in the session immedi-
ately preceding the claim filing date, which would require a substantial recalculation
of the amount of reimbursement of revenue loss to be claimed;

(D) Failure on the part of the municipality to receive from the Secretary at least
thirty days prior to the claim filing date, the form(s) necessary for submitting the
required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver,

within fifteen business days.
(Effective January 31, 1991; amended March 30, 1999)
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Policies and Standards for Evaluating Land Proposed
for Classification as Forest Land

Sec. 12-107d-1. Definitions

As used in sections 12-107d-1 to 12-107d-5, inclusive, of the Regulations of
Connecticut State Agencies:

(1) ““Artificial regeneration’” means trees grown by planting young trees, applying
seed, using cuttings or by other similar means;

(2) ““Contiguous ‘‘ means sharing a common boundary and under one ownership.
Land under one ownership and traversed by a stream, river, pond, swamp, marsh,
bog, lake or other body of water, public highway, power line, pipeline, railroad
right of way or other easement may be considered as contiguous;

(3) ‘“‘Day’’ means calendar day;

(4) “‘Diameter at breast height’’ (dbh) means the measurement in inches of the
diameter of a tree at a point on the stem of a tree four and one half feet above
ground level;

(5) “‘Forester’” means any individual certified as a forester pursuant to section
23-65h of the Connecticut General Statutes;

(6) “‘Forest Land’’ means ‘‘forest land’’ as defined in section 12-107b of the
Connecticut General Statutes;

(7) “‘Forest practice’” means any activity which may alter the physical or vegeta-
tive characteristics of any forest land, including, but not limited to, any activity
involving or associated with the cutting of trees or harvesting of forest products;

(8) “‘Forest type’’ means the description of a forest tract, based on the most
common species present, including, but not limited to, white pine, red pine, hemlock,
spruce/fir, oak/hickory, elm/ash/red maple, maple/beech/birch, and aspen/birch;

(9) ““Municipality’’” means ‘‘municipality’’ as defined in section 12-107b of the
Connecticut General Statutes;

(10) ‘‘Municipal land records’’ means the land records of town or towns in which
the land proposed for or granted forest land classification is located;

(11) “‘Natural regeneration’’ means trees grown from natural seeding or vegeta-
tive reproduction;

(12) ““Overstory’’ means those trees forming the uppermost or highest level of
Vegetative cover;

(13) ““Owner’’ means the person listed in the municipal land records as the owner
of the land classified as forest land or the land proposed for classification as
forest land;

(14) “‘Person’” means any individual, firm, partnership, association, corporation,
limited liability company, company, organization or legal entity of any kind, includ-
ing any political subdivision of the state or any state agency;

(15) ““Pole’” means a tree having a dbh greater than 5.5 inches and less than or
equal to 11.5 inches;

(16) “‘Qualified forester’” means any forester who has satisfactorily completed
training by and obtained a certificate from the State Forester or his or her designee
related to policies and standards for evaluating land proposed for classification as
forest land and, in the opinion of the State Forester, acts in conformance with such
policies and standards;

(17) “‘Sapling’” means a tree having a dbh greater than 0.5 inches and less than
or equal to 5.5 inches;

(18) ““‘Sawtimber’” means a tree having a dbh greater than 11.5 inches;
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(19) ““Seedling’” means a tree having a dbh less than or equal to 0.5 inches;

(20) “‘Size class’® means a grouping of tree diameter measurements used to
describe a number of trees as primarily seedlings, saplings, poles, or sawtimber;

(21) “‘State Forester’” means the individual referred to in section 23-19 of the
General Statutes or his or her designee;

(22) ““Tract”” means a continuous or unbroken expanse of land under single
ownership and bearing adequate tree cover generally distributed throughout its area.
The following features shall be regarded as the bounds of a tract: acreage under a
different ownership or acreage that does not meet the standards for forest land
classification in section 12-107-d-3 of the Regulations of Connecticut State Agencies.
Lines of demarcation drawn on maps, including, but not limited to, municipal
boundaries, assessor’s lot lines, and lines on subdivision maps are not to be regarded
as a boundary of a forest tract;

(23) ““Tree’” means a woody perennial plant usually having one self-supporting
stem or trunk which has a definitely formed crown and is normally expected to
attain a mature height of over twenty feet;

(24) ““Understory’” means all forest vegetation growing under an overstory.
(Adopted effective July 27, 2006)

Sec. 12-107d-2. Training, certification and conduct of foresters in evaluating
land proposed for forest land classification

(a) Upon adoption of sections 12-107d-1 to 12-107d-5, inclusive, of the Regula-
tions of Connecticut State Agencies and not less than once per year thereafter, the
State Forester or his or her designee shall make training in the content and practical
application of sections 12-107d-1 to 12-107d-5, inclusive, of the Regulations of
Connecticut State Agencies available to any forester.

(b) Upon a forester’s satisfactory completion of the training described in subsection
(a) of this section, the State Forester shall issue a certificate to the forester, accrediting
the forester as qualified to evaluate land proposed for classification as Forest Land
pursuant to section 12-107d of the Connecticut General Statutes. The accreditation
shall be valid for up to four years.

(c) Satisfactory completion of the training shall be attained when the forester
correctly answers all of the questions in a written or oral examination administered
by the State Forester or his or her designee at the conclusion of the training described
in subsection (a) of this section.

(d) Upon satisfactory completion of the training described in subsection (a) of
this section, a notation that the forester is qualified to evaluate land for classification
as Forest Land pursuant to section 12-107d of the Connecticut General Statutes
may be included in any listing or directory of foresters certified under section 23-
65h of the Connecticut General Statutes that may be published by the State Forester.

(e) Each forester who has satisfactorily completed the training described in subsec-
tion (a) of this section shall submit to the State Forester, on or before June 1 of
each year, one copy of a representative forester’s report authored by said forester
during the previous year and a listing of the landowners who have received forester’s
reports from that forester during the previous year. The listing shall include the
name of the landowner and the town(s) within which the subject land is located.

(f) The State Forester may suspend, revoke or deny such accreditation to evaluate
land for classification as Forest Land pursuant to section 12-107d of the Connecticut
General Statutes if, in the State Forester’s opinion, the forester fails to comply with
the requirements of subsection (e) of this section or fails to comply with the standards
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and procedures established in sections 12-107d-3 and 12-107d-4 of the Regulations
of Connecticut State Agencies.

(g) Upon suspending, revoking or denying accreditation pursuant to subsection
(f) of this section, any existing notation that the forester is qualified to evaluate
land for classification as Forest Land pursuant to section 12-107d of the Connecticut
General Statutes shall be removed from any listing or directory of foresters certified
under section 23-65h of the Connecticut General Statutes that may be published by
the State Forester.

(h) A forester whose accreditation as a qualified forester under sections 12-107d-
1 to 12-107d-5, inclusive, of the Regulations of Connecticut State Agencies has
been revoked shall not be so accredited again until said forester has satisfactorily
completed the training in subsection (a) of this section not less than two (2) years
after the date of the revocation.

(Adopted effective July 27, 2006)

Sec. 12-107d-3. Standards for forest land classification

(a) A qualified forester may certify in writing that land meets the State Forester’s
standards for classification of land as forest land if the forester examines the subject
land according to the procedures established in subsection (d) of section 12-107d-
4 of the Regulations of Connecticut State Agencies and finds that it meets the
following criteria:

(1) Tree Distribution.

Land proposed for forest land classification shall have trees distributed throughout
its area except as provided in subparagraph (A) of subdivision (2) of this subsection.

(2) Area.

(A) Land proposed for forest land classification shall satisfy the requirements of
section 12-107b(2) of the Connecticut General Statutes, provided that the following
treeless features may be included in the total acres proposed for forest land classifica-
tion, if the combined acreage of all such features is less than five (5) percent of the
total acreage proposed for such classification:

(i) ledge outcrops that are surrounded by and contained within the forest land;

(ii) streams or rivers less than 100 feet wide;

(iii) unpaved roads providing access only to the land proposed for forest classifica-
tion, (paved roads or roads providing access to other land may not be included);

(iv) ponds, lakes or other bodies of water less than one-half acre in size that are
surrounded by and contained within the forest land;

(v) power lines, pipe lines or other easements, provided the land within such
easements is not cultivated or pastured;

(vi) swamps, marshes or bogs that are surrounded by and contained within the
forest land; and

(vii) gravel pits or other excavated areas that are non-operating, entirely worked
out, are less than one-half acre in size and are surrounded by and contained within
the forest land.

(B) Land proposed for forest land classification shall exceed one hundred feet
in width throughout its length, provided that land which otherwise satisfies the
requirements of this subsection and which is less than one hundred feet in width
throughout its length shall be eligible for classification as forest land if such land
comprises the total real property of the owner at that location.

(3) Density of Tree Cover.
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(A) Land proposed for forest land classification with trees established by natural
regeneration may be classified as forest land if the number of trees per acre for the
predominant size class meets or exceeds the following requirements. If two size
classes predominate, the required density shall exceed the average of the require-
ments for the two size classes:

(i) seedling: at least 600 trees per acre;

(ii) sapling: at least 215 trees per acre;

(iii) pole: at least 75 trees per acre; and

(iv) sawtimber: at least 35 trees per acre.

(B) Land proposed for forest land classification with trees established by artificial
regeneration may be classified as forest land one calendar year after the date of
planting of such trees or three calendar years after the date of seeding if the
requirements of subparagraph (A) of this subdivision are met.

(C) Land proposed for forest land classification with trees established and main-
tained for Christmas tree production may be classified as forest land if the require-
ments of this section are met and shall not be considered in violation of this
subsection if harvested areas are replanted during the following growing season.

(4) Use.

(A) Land proposed for forest land classification with trees established and main-
tained for choose and cut Christmas tree production may be eligible for classification
as forest land if the requirements of subparagraph (A) of subdivision (3) of this
subsection are met.

(B) Land proposed for forest land classification, or land already so classified,
may not be used for nursery stock production, production of Christmas trees that
are harvested with their roots attached, as an orchard, or maintained as a landscaped
area in conjunction with residential, commercial or industrial areas.

(C) Land proposed for classification as forest land shall have been subject to the
natural processes of forest growth and development for at least one calendar year
prior to application and, if classified as forest land shall remain subject to natural
processes. However, this does not preclude either Christmas tree culture or any
forest practice undertaken on the land classified as forest land if such practice does
not otherwise disqualify the land from classification as forest land.

(D) When residential, commercial or industrial structures are present upon the
land, the land proposed for forest land classification shall not include that portion
of the land required by local zoning ordinances to be associated with such residential,
commercial or industrial structures.

(5) Ownership.

If land proposed for forest land classification consists of two or more parcels to
be combined in order to meet or exceed the minimum acreage requirements, or if
additional land is being added to land previously classified, the owner(s) of record
shall be identical for all such parcels.

(6) Maintenance.

Land proposed for classification as forest land that bears evidence of a history
of severe abuse shall also bear evidence that significant restorative measures have
been employed to allow for proper forest development. Harvesting of forest products
shall not be regarded as abuse, provided the remaining tree stumps are not removed.

(A) Severe abuse includes, but is not limited to, the use of the land: (i) as a
landfill area; (ii) for storage of industrial or commercial materials; (iii) for hazardous
waste disposal; or (iv) as a junkyard.
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(B) Restorative measures shall include, at a minimum, the removal of all above
ground industrial, commercial, waste or junkyard materials and, if appropriate, to
allow for the proper development of forest growth, the control of non-native, invasive

plant species.
(Adopted effective July 27, 2006)

Sec. 12-107d-4. Qualified forester’s report

(a) Cover Page. The report of a qualified forester to an owner shall be in writing
in permanent ink and shall include a cover page on a form prescribed by the State
Forester. The cover page shall include:

(1) the owner(s) of record as found in the municipal land records;

(2) the name, address and telephone number of the owner(s) receiving the com-
pleted report from the forester;

(3) the location of the real property containing the land proposed for forest land
classification, including: the town or towns where it is located; the street address
and map, block and lot number(s) as found in the municipal land records for each
component lot containing the land proposed for forest land classification and the
total acreage for each such component lot;

(4) within each component lot containing the land proposed for forest land classifi-
cation, the total number of acres that the qualified forester determines conform to
the standards for forest land classification as found in section 12-107d-3 of the
Regulations of Connecticut State Agencies;

(5) A signed statement by the qualified forester who has authored the report,
stating in writing: ‘‘I swear that: (1) I have personally examined the land proposed for
forest land classification in compliance with the policies, procedures and standards
required by section 12-107d of the Connecticut General Statutes and its associated
regulations; (2) the information contained in this report is true, accurate and complete
to the best of my knowledge and belief; and (3) the land identified in the report as
Forest Land meets the standards for such classification as established by the State
Forester. I understand that failure to comply with such policies, procedures and
standards shall be grounds for suspension or revocation of my certification to evaluate
land for classification as Forest Land pursuant to section 12-107d of the Connecticut
General Statutes.’’;

(6) The name, address and forest practitioner certification number of the qualified
forester who has authored the report;

(7) The handwritten signature of the qualified forester who has authored the
report; and

(8) The date the report was transmitted to the owner(s).

(b) Forest Stand Information. The report of a qualified forester to an owner
shall include forest stand information for each forest stand the forester identifies
on the land. Such forest stand information shall be presented in the report on a form
prescribed by the State Forester. The forest stand information shall include:

(1) The assigned stand number (tied to map pursuant to subsection (c) of this
section);

(2) The total area of the stand in acres;

(3) The forest cover type present, based upon the species forming a plurality of
live-tree stocking;

(4) The predominant species components of the forest overstory;

(5) The predominant size class, number of trees per acre, and condition of growing
stock, including the forester’s general assessment of stocking level;

(6) A brief enumeration of existing forest health and protection issues, if any;
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(7) A brief enumeration of existing special or unique features or values found in
the forest;

(8) A brief narrative describing appropriate management actions that may be
undertaken to enhance, conserve or protect the forest values of the stand in keeping
with the owner’s goals for the land.

(c) Map. A qualified forester’s report prepared for an owner applying for forest
land classification shall include maps containing, at a minimum, the following
information and adhering to the following specifications:

(1) unfolded dimensions no larger than 17 inches by 22 inches;

(2) a map legend including a north arrow and map scale;

(3) a map title section indicating the name of the owner, the town or towns in
which the land is located and the address of the real property containing the land
proposed for forest land classification, as indicated in the applicable municipal land
records, the date the map was prepared and the name of the individual who prepared
the map;

(4) a small inset location map showing the outline of the property in relation to
surrounding public roads;

(5) the boundaries of the real property containing the land proposed for forest
land classification and its location with respect to the nearest public highways
or roads;

(6) a delineation of the land proposed for forest land classification and of that
portion of said land which has been determined to satisfy the standards for forest
land classification as found in section 12-107d-3 of the Regulations of Connecticut
State Agencies or any changes that the forester may be aware of to land previously
classified as forest land;

(7) a delineation of the physical features of the land including, but not limited
to: streams or rivers; paved or unpaved roads; ponds, lakes or other bodies of water,
power lines, pipe lines, railroad rights of way or other easements; swamps, marshes
or bogs; ledge outcrops; and houses, barns, buildings or other structures; and

(8) a delineation of each distinct forest stand within the land proposed for forest
land classification. Such stands shall be numbered. If the forester believes that doing
so will yield a more readable map, this required information may be prepared as
an overlay to a base map containing all other information.

(d) Data Collection. The following requirements shall apply to the collection
of data:

(1) The information and recommendations contained in a qualified forester’s
report shall be derived from a qualified forester’s analysis of data concerning the
subject land. Such data may be collected by any forester certified pursuant to section
23-65h of the Connecticut General Statutes;

(2) To judge whether overgrown field areas or areas planted one year previously
contain sufficient stocking of seedlings, the forester shall count the number of live
tree seedlings taller than six (6) inches that are found in no less than five (5) evenly
spaced, one-hundredth acre plots (11.8 feet in radius) per acre. Areas represented
by plots containing less than six (6) seedlings shall be deemed not forest;

(3) To determine tree species, size, density and condition in other areas, the
forester shall employ point sampling, using a sampling instrument having a basal
area factor of 10 square feet per acre and employing an appropriate sampling design.

(4) A qualified forester’s report shall be based on point or plot data that is deemed
reliable by the qualified forester and was collected from and concerning the land



Sec. 12-107d page 9 (3-07)

Department of Environmental Protection § 12-107d-4

proposed for forest land classification not more than ten (10) years previous to the
date the report is issued to the owner.

(e) Issuance of Report. Upon completion of a qualified forester’s report, the
forester shall provide the original report to the owner and retain one copy.

(f) Appeal of qualified forester’s findings.

(1) Within thirty (30) days of receipt of the qualified forester’s report, the owner
of land classified as forest land or land proposed for classification as forest land
may appeal to the State Forester for the State Forester’s review of the qualified
forester’s findings with respect to: (i) the total number of acres within said property
determined to satisfy the standards for forest land classification as found in section
12-107d-3 of the Regulations of Connecticut State Agencies; or (ii) the qualified
forester’s delineation of the land determined to satisfy the standards for forest land
classification as found in section 12-107d-3 of the Regulations of Connecticut State
Agencies or any changes in land previously classified as forest land. Such appeal
shall be in writing and shall succinctly state the reason(s) for and facts of the appeal.
A copy of the qualified forester’s report shall be attached to the written appeal.

(2) Within thirty (30) days of receipt of a completed ‘‘Application To The Assessor
For Classification Of Land As Forest Land,”” including a qualified forester’s report,
the assessor of any municipality within which the land classified as forest land or
land proposed for classification as forest land is located may appeal to the State
Forester for the State Forester’s review of the qualified forester’s findings with
respect to: (i) the total number of acres within said property determined to satisfy
the standards for forest land classification as found in section 12-107d-3 of the
Regulations of Connecticut State Agencies; or (ii) the qualified forester’s delineation
of the land determined to satisfy the standards for forest land classification as found
in section 12-107d-3 of the Regulations of Connecticut State Agencies or any
changes in land previously classified as forest land. Such appeal shall be in writing
and shall succinctly state the reason(s) for and facts of the appeal. A copy of the
qualified forester’s report shall be attached to the written appeal.

(3) Within five (5) business days of receiving such an appeal for review, the
State Forester shall provide written notice of the appeal to the appellant, the qualified
forester and either the owner or municipal assessor, whichever is not the appellant.

(4) Upon receipt of an appeal for review, the State Forester shall review the report
of the qualified forester and any information upon which the qualified forester relied
in developing his or her findings and may gather additional information at his or
her discretion. The State Forester shall render the results of his or her review of
the qualified forester’s report to the appellant, in writing, not later than sixty days
after the date the appeal was received and shall provide a copy of the results to the
qualified forester and either the owner or municipal assessor, whichever is not
the appellant.

(5) The State Forester may request copies of any information upon which a
qualified forester relied in developing any qualified forester’s report, including, but
not limited to, point or plot sampling data, field notes, work maps, reference materi-
als, and aerial photos. The qualified forester shall furnish such copies to the State
Forester within fourteen (14) days of the State Forester issuing such request.

(g) Records Retention Requirements.

(1) A qualified forester shall maintain any information upon which the forester
relied in developing any qualified forester’s report, including, but not limited to,
point or plot sampling data, field notes, work maps, reference materials, and aerial
photos for not less than five (5) years from the date the qualified forester’s report
is transmitted to the owner(s) and municipal assessor(s).
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(2) The State Forester shall maintain any information upon which he or she relied
during any appeal-derived review of the findings of a qualified forester report and
the results of his or her review of same for not less than five (5) years from the
date the results of the State Forester’s review are transmitted to the owner(s) and

municipal assessor(s).
(Adopted effective July 27, 2006)

Sec. 12-107d-5. Inspections by the state forester

In the performance of his or her duties under section 12-107d of the Connecticut
General Statutes and sections 12-107d-1 to 12-107d-4, inclusive, of the Regulations
of Connecticut State Agencies, the State Forester or his or her designee may, pursuant
to subdivision (5) of subsection (a) of section 22a-6 of the Connecticut General
Statutes, enter at all reasonable times, in accordance with constitutional limitations,
upon public or private property, for the purpose of determining compliance with
the requirements of section 12-107d of the Connecticut General Statutes and sections

12-107d-1 to 12-107d-4, inclusive, of the Regulations of Connecticut State Agencies.
(Adopted effective July 27, 2006)
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Penalties and the Waiver of Penalties for Failure to Comply
With Certain State Reporting Requirements

Sec. 12-120-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that an assessor or board of assessors is required to forfeit the amount specified as
a penalty for failure to comply with the provisions of Section 12-120 of the general
statutes, he shall cause to be sent to the assessor or board of assessors a notification
of the penalty amount due and a request for its prompt payment. The forfeit shall
be required to be in the form of a bank check, certified check or money order made
payable to the Treasurer of the State of Connecticut and forwarded to the Secretary

of the Office of Policy and Management.
(Effective April 28, 1989; amended March 30, 1999)

Sec. 12-120-2. Penalty waiver procedures

(a) The penalty pursuant to Section 12-120 of the general statutes may be waived
by the Secretary of the Office of Policy and Management provided he receives a
written application for waiver within thirty business days of the filing date of the
report for which the penalty waiver is sought. Such application, which shall set
forth the reason for the waiver request, shall be signed by the officia responsible
for filing the report and co-signed by the chief executive officer of the municipality.
It must be established to the Secretary’s satisfaction that the failure to file in a
timely manner and in the form required, was due to reasonable cause and was not
intentional or due to neglect. Examples of reasonable cause shall include, but not
be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the town clerk. Such vacancy, which may be
due to death, serious illness or resignation, must have occurred within sixty days
of the report filing date;

(3) Failure regarding delivery of the report, provided it is established to the
Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
the report, including but not limited to:

(A) Adoption of a computer system, or conversion to an alternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the report filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the town clerk to receive from the Secretary at least
thirty days prior to the filing date, the form(s) necessary for submitting the
required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver
within fifteen days.

(Effective April 28, 1989; amended March 30, 1999)
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Penalties and the Waiver of Penalties Regarding Certain
Elderly/Total Disability Tax Relief Programs

Sec. 12-129b-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that amunicipality is required to forfeit the amount specified as a penalty for failure
to comply with the provisions of Section 12-129b of the general statutes, he shall
cause to be sent to the chief executive officer of the municipality, a notification of
the penalty amount due and a request for its prompt payment. The forfeit shall be
required to be in the form of a bank check, certified check or money order made
payable to the Treasurer of the State of Connecticut and forwarded to the Secretary

of the Office of Policy and Management.
(Effective January 31, 1991; amended March 30, 1999)

Sec. 12-129b-2. Penalty waiver procedure

(a) The penaty pursuant to Section 12-129b of the general statutes as amended
may be waived by the Secretary of the Office of Policy and Management provided
he receives a written application for waiver within thirty business days of the filing
date of the report of benefit adjustments for which the penalty waiver is sought.
Such application, which shall set forth the reason for the waiver request, shall be
signed by the official responsible for filing the report and co-signed by the chief
executive officer of the town. It must be established to the Secretary’s satisfaction
that the failure to file in a timely manner and in the form required, was due to
reasonable cause and was not intentional or due to neglect. Examples of reasonable
cause shall include, but not be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the report. Such
vacancy, which may be due to death, serious illness or resignation, must have
occurred within sixty days of the report filing date;

(3) Failure regarding delivery of any such report, provided it is established to
the Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
the report, including but not limited to:

(A) Adoption of a computer system, or conversion to an alternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the report filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the municipality to establish a mill rate within thirty
days of the report filing date;

(C) The enactment of legislation by the General Assembly in the session immedi-
ately preceding the report filing date, which would require a substantial recal culation
of the amount of benefit adjustment to be reported;

(D) Failure on the part of the municipality to receive from the Secretary at
least thirty days prior to the filing date, the form(s) necessary for submitting the
required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver

within fifteen business days.
(Effective January 31, 1991; amended March 30, 1999)
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Penalties and the Waiver of Penalties Regarding Certain
Elderly/Total Disability Tax Relief Programs

Sec. 12-129d-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that amunicipality is required to forfeit the amount specified as a penalty for failure
to comply with the provisions of Section 12-129d of the general statutes, he shall
cause to be sent to the chief executive officer of the municipality, a notification of
the penalty amount due and a request for its prompt payment. The forfeit shall be
required to be in the form of a bank check, certified check or money order made
payable to the Treasurer of the State of Connecticut and forwarded to the Secretary

of the Office of Policy and Management.
(Effective January 31, 1991; amended March 30, 1999)

Sec. 12-129d-2. Penalty waiver procedure

(@) The penalty pursuant to subsection (a) of Section 12-129d of the genera
statutes may be waived by the Secretary of the Office of Policy and Management
provided he receives a written application for waiver within thirty business days of
thefiling date of the claim for reimbursement for which the penalty waiver is sought.
Such application, which shall set forth the reason for the waiver request, shall be
signed by the official responsible for filing the report and co-signed by the chief
executive officer of the municipality. It must be established to the Secretary’s
satisfaction that the failure to file in atimely manner and in the form required, was
due to reasonable cause and was not intentional or due to neglect. Examples of
reasonable cause shall include, but not be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the claim
for reimbursement. Such vacancy, which may be due to death, serious illness or
resignation, must have occurred within sixty days of the report filing date;

(3) Failure regarding delivery of any such claim, provided it is established to
the Secretary’s satisfaction that a reasonable attempt to make timely delivery had
been made;

(4) Administrative or technical problems encountered with regard to the filing of
such claim, including but not limited to:

(A) Adoption of a computer system, or conversion to an alternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the claim filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the municipality to establish a mill rate within thirty
days of the claim filing date;

(C) The enactment of legislation by the General Assembly in the session immedi-
ately preceding the claim filing date, which would require a substantial recalculation
of the amount of reimbursement of revenue loss to be claimed.

(D) Failure on the part of the municipality to receive from the Secretary at least
thirty days prior to the claim filing date, the form(s) necessary for submitting the
required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver

within fifteen business days.
(Effective January 31, 1991; amended March 30, 1999)
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Certification of Tax Collectors

Sec. 12-130a-1. Tax collector certification

Competence in tax collection administration in the State of Connecticut shall be
evidenced by a Connecticut Certified Municipal Collector (C.C.M.C.) designation.
Such designation shall be awarded by the Secretary of the Office of Policy and
Management to candidates who are recommended by the Certified Connecticut
Municipal Collector Committee (hereinafter referred to as the Committee), the
members of which are appointed by said Secretary in accordance with the provisions
of Section 12-130a of the Connecticut General Statutes. No candidate shall be
recommended by the Committee for the C.C.M.C. designation, unless he has passed
the comprehensive examination pursuant to Section 12-130a-4, and has fulfilled a
three year municipal tax collection experience requirement, pursuant to Section 12-
130a-5.

(Effective May 28, 1991)

Sec. 12-130a-2. Eligibility requirements

A person may satisfy the dligibility requirements for taking the comprehensive
examination by either of the following methods:

(8) Regular Method: successfully complete the prescribed training program
consisting of three basic courses:

CCM.C. |- Introduction to Connecticut Tax Collection Administration
and Law

C.CM.C. lI- Municipal Finance Administration and Management

C.CM.C. IlI- Connecticut Government, Supervision and Public Relations

(1) In order to be eligible to take the comprehensive examination a passing grade
in each of the three basic course examinations, must have been received.

(2) Anyone who fails a C.C.M.C. course examination shall be €eligible to retake
the examination one time, without repeating the course.

(b) Alternate Method: application may be made to the Secretary of the Office of
Policy and Management for awaiver of any course other than C.C.M.C. |. No more
than one waiver shall be granted to any candidate.

(1) The following minimum qualifications must be met, before a waiver may be
granted:

A. the person requesting a waiver must show evidence of successful completion
of an equivalent course(s), and

B. he must have a minimum of five (5) years experience in the municipal tax
collection field.

(Effective May 28, 1991)

Sec. 12-130a-3. C.C.M.C. courses

(a) Course schedules and registration fees shall be determined by the Committee.
Fees are subject to annual review by the Committee and may be increased or
decreased to reflect costs incurred, enrollment levels, subsidies, etc.

(b) No person shall be eligible to attend class sessions or take a course examina-
tion, unless the registration fee is paid on or before the second class session. The
Committee may cancel courses due to insufficient enrollment.

(c) No person may register for more than two courses at one time.

(Effective December 1, 1989)
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Sec. 12-130a-4. Comprehensive examination application procedure

(@) The comprehensive examination shall be conducted annually, at a time and
location to be determined by the Committee.

(b) Written application for the comprehensive examination shall be accepted by
the Committee for any person meeting the eligibility standards under the Regular
or Alternate Methods as described in Section 12-130a-2.

(c) The deadline for submitting an application shall be three weeks before the
scheduled examination date. Applications may be obtained from the Secretary of
the Office of Policy and Management.

(d) Anyone having qualified under the Regular Method as described in Section
12-130a-2, who fails the comprehensive examination will be eligible to retake the
comprehensive examination one (1) time.

(1) Anyone having qualified to retake the comprehensive examination in accord-
ance with subsection (d) of this section, who subsequently fails such examination
must:

A. requalify in accordance with Section 12-130a-2 (@), or

B. may submit a complete and detailed resume of his municipal tax collection
experience to the Committee for its consideration. The Committee shall review each
such resume and may specify that the Secretary waive not more than two (2) of
the required courses.

(e) Anyone having qualified under the Alternate Method as described in Section
12-130a-2, who fails the comprehensive examination, must requalify under the
Regular Method as described in said section, in order to become eligible to retake
the comprehensive examination.

(f) No candidate shall be eligible to take more than one examination on the
same day.

(Effective May 28, 1991; amended June 4, 1999)

Sec. 12-130a-5. Experience requirements for C.C.M.C. designation

(@) Successful completion of the prescribed training program described in Sec-
tions 12-130a-2 through 12-130a-4, inclusive, shall include a minimum of three
years experience in municipal tax collection.

(b) If acandidate successfully completes all tax collection courses and examina-
tions, including the comprehensive examination, but does not meet the experience
requirement, he will receive written acknowledgement of these accomplishments
from the Committee.

(c) The C.C.M.C. designation from the Office of Policy and Management will
be issued upon completion of the three (3) year municipal tax collection experi-

ence reguirement.
(Effective May 28, 1991)
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Reimbursement to Municipalities for Tax
Reductions to Elderly Homeowners

Sec. 12-170aa-1. Application for reimbursement

(a) On or before the first day of July of each year, each municipality shall file a
claim with the Secretary of the Office of Policy and Management for reimbursement
for the loss of property tax revenue related to the tax reductions allowed under
Section 12-170aa of the General Statutes. The claim shall be made on a form
prescribed and furnished by the Secretary and shall be accompanied by such support-
ing information asthe Secretary may require. Thereimbursement claim shall include;

(1) A certification of the claim signed by the assessor and tax collector of
the municipality;

(2) The names and addresses of those receiving a property tax reduction under
Section 12-170aa; the amount of such reductions; and the amount of property tax
revenue lost to the municipality due to such reductions; and

(3) Copiesof al applicationsfiled with the municipality as required by subsection
(f) of Section 12-170aa and copies of any documentation submitted by claimants
in support of their applications, as the secretary may require.

(b) A computer generated print-out may be substituted in lieu of the prescribed
reimbursement claim for the information required in subdivision (2) of subsection

(a) of this section.
(Effective May 23, 1986; amended March 30, 1999)

Sec. 12-170aa-2. Notification, reconsideration and certification of reim-
bursement

The Secretary of the Office of Policy and Management shall notify each municipal -
ity which has submitted a reimbursement claim of his acceptance or modification
of the claim not later than the thirtieth day of June following its receipt. Any
municipality aggrieved by the action of said Secretary may request areconsideration
within thirty days after receipt of such notification. Such request shall be made in
writing and shall state the reason for such request. If the municipality has so
requested, the Secretary shall, in hisdiscretion, grant the municipality an ora hearing
and shall provideten days' notice of the time and place of the hearing. The Secretary
shall notify the municipality in writing in his determination regarding the request
for reconsideration.

(Effective May 23, 1986; amended March 30, 1999)

Sec. 12-170aa-3. Penalty forfeit

(a) In the event the Secretary of the Office of Policy and Management determines
that amunicipality is required to forfeit the amount specified as a penalty for failure
to comply with the provisions of subsection (g) or subsection (i) of Section 12-
170aa of the general statutes, he shall cause to be sent to the chief executive officer
thereof anotification of the penalty amount due and arequest for its prompt payment.
The forfeit shall be required to be in the form of a bank check, certified check or
money order made payableto the Treasurer of the State of Connecticut and forwarded
to the Secretary of the Office of Policy and Management.

(b) The penalty pursuant to subsection (g) or subsection (i) of Section 12-170aa
shall not beimposed by the Secretary with regard to amunicipal claim for reimburse-
ment or report of adjustments thereto that is required to be filed on or before the

effective date of these regulations.
(Adopted effective March 1, 1999)
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Sec. 12-170aa-4. Penalty waiver procedures

(a) The penalty pursuant to subsection (g) or subsection (i) of Section 12-170aa,
may be waived by the Secretary of the Office of Policy and Management, provided
he receives a written application for penalty waiver within thirty business days of
the filing date for the reimbursement claim or report of adjustments thereto. Such
application, which shall set forth the reason for the waiver request, shall be signed
by the official responsible for filing such claim or report and co-signed by the chief
executive officer of the municipality. It shall be established to the Secretary’s
satisfaction that the failure to file in atimely manner and in the form required, was
due to reasonable cause and was not intentional or due to neglect. Examples of
reasonable cause shall include, but not be limited to, the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the claim or
report. Such vacancy, which may be due to death, serious illness or resignation,
must have occurred within sixty days of the filing date for such claim or report;

(3) Failureregarding delivery of any such claim or report, provided it is established
to the Secretary’s satisfaction that a reasonable attempt to make timely delivery has
been made;

(4) Administrative or technical problems encountered with regard to the filing of
such claim or report, including but not limited to:

(A) Adoption of a computer system, or conversion to an aternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the filing date for such claim or report. It must be
established to the Secretary’s satisfaction that attempts to resolve such problems
were undertaken within a reasonable period of time prior to such date;

(B) Failure on the part of the municipality to establish a mill rate within thirty
days of date of the filing date for such claim;

(C) The enactment of legislation by the General Assembly in the session immedi-
ately preceding the filing date of such claim or report which would require a
substantial recalculation of the amount of the reimbursement to be claimed or the
amount of adjustments to be reported;

(D) Failure on the part of the municipality to receive from the Secretary, at least
thirty days prior to said filing date, the forms necessary for submitting such claim
or report.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver

within fifteen business days.
(Adopted effective March 1, 1999)
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Penalties and the Waiver of Penalties Regarding Certain
Elderly/Total Disability Tax Relief Programs

Sec. 12-170f-1. Penalty forfeit

In the event the Secretary of the Office of Policy and Management determines
that amunicipality is required to forfeit the amount specified as a penalty for failure
to comply with the provisions of subsection (a) of Section 12-170f of the general
statutes, he shall cause to be sent to the chief executive officer thereof a notification
of the penalty amount due and a request for its prompt payment. The forfeit shall
be required to be in the form of a bank check, certified check or money order made
payable to the Treasurer of the State of Connecticut and forwarded to the Secretary

of the Office of Policy and Management.
(Effective January 31, 1991; amended March 30, 1999)

Sec. 12-170f-2. Penalty waiver procedure

(a) The penalty pursuant to Section 12-170f, may be waived by the Secretary of
the Office of Policy and Management provided he receives a written application
for waiver within thirty business days of the filing date of the grant claim for which
the penalty waiver is sought. Such application, which shall set forth the reason for
the waiver request, shall be signed by the official responsible for filing the grant
claim and co-signed by the chief executive officer of the municipality. It must be
established to the Secretary’ s satisfaction that the failure to file in a timely manner
and in the form required, was due to reasonable cause and was not intentional or
due to neglect. Examples of reasonable cause shall include, but not be limited to,
the following:

(1) An Act of God;

(2) A vacancy in the position of the official responsible for filing the grant claim.
Such vacancy, which may be due to death, serious illness or resignation, must have
occurred within sixty days of the claim filing date;

(3) Failure regarding delivery of any such claim, provided it is established to
the Secretary’s satisfaction that a reasonable attempt to make timely delivery has
been made;

(4) Administrative or technical problems encountered with regard to the filing of
such claim, including but not limited to:

(A) Adoption of a computer system, or conversion to an alternate computer
system, wherein serious problems concerning retrieval of the data to be submitted
were not resolved prior to the claim filing date. It must be established to the
Secretary’s satisfaction that attempts to resolve such problems were undertaken
within a reasonable period of time prior to such date;

(B) Failure on the part of the municipality to establish a mill rate within thirty
days of the claim filing date;

(C) The enactment of legislation by the General Assembly in the session immedi-
ately preceding the claim filing date, which would require a substantial recalculation
of the amount of benefit adjustment to be reported;

(D) Failure on the part of the municipality to receive from the Secretary at least
thirty days prior to the claim filing date, the form(s) necessary for submitting the
required information.

(b) The Secretary shall promptly consider any such written application for penalty
waiver and shall notify the applicants of his decision to grant or deny such waiver

within fifteen business days.
(Effective January 31, 1991; amended March 30, 1999)
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Estimated Tax Payments for Short Years

Sec. 12-204c-1. Estimated tax payments for short years

(a) Definitions. In this section:

(1) “*Companies’ means insurance companies, as defined in section 12-201(4)
of the Connecticut General Statutes; hospital and medical service corporations, as
described in section 12-212a of the Connecticut General Statutes; and health care
centers, as defined in section 38a-175 of the Connecticut General Statutes;

(2) **Required annual payment’’ means the required annual payment, as defined
in section 12-204c¢(d)(2) of the Connecticut General Statutes; and

(3) ‘*Short taxable year'’ means a period of less than 12 months.

(b) How many instalments are required? Use the chart below to determine
how many instalments a company is required to make. In determining how many

instalments are required, treat a portion of a month as a full month.

The number of
estimated tax
For short installments The per centage of therequired annual
taxable years that shall be Which are due on or payment that is due with each
of: made is: beforethe 15th day of the: instalment is:
1 month or less 0 — —
Last month of the short tax- ]
2 to 3 months 1 able year. 100% of the required annual payment.
30% of the required annual payment for
3rd and last months of the | the first instalment, and
4 to 6 months 2 short taxabl
Ort taxable year. 70% of the required annual payment for
the second instalment.
30% of the required annual payment for
the first instalment;
3rd, 6th and last months of | 30% of the required annual payment for
710 9 months 3 the short taxable year. the second instalment; and
40% of the required annual payment for
the third instalment.
30% of the required annual payment for
the first instalment;
30% of the required annual payment for
3rd, 6th, th and |ast months | the second instalment;
10 to 11 months 4  the sh Bl
of the short taxable year. | 5094 of the required annual payment for
the third instalment; and
20% of the required annual payment for
the fourth instalment.

(Adopted effective May 3, 2001)
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Corporation Business Tax

Sec. 12-213-1. Definitions

(@) ‘‘Due date’’ means the date prescribed under chapter 208 or the regulations
promulgated thereunder on or before which any document is required to be filed
with, or any payment is required to be made to, the commissioner. ‘‘Due date”’
does not mean an extended due date.

(b) ‘*Extended due date’’ means a date (subsequent to the due date on or before
which any document is required to be filed with, or any payment is required to be
made to, the commissioner) requested by a company for filing such document or
making such payment if—

(1) the commissioner is empowered under chapter 208 to grant such request
for extension;

(2) therequest for extension (and any other document required to accompany such
request) isfiled on or before the due date to which such request for extension pertains;

(3) the request for extension is made on forms furnished or prescribed by the
commissioner for such a request;

(4) therequest for extension demonstrates, to the satisfaction of the commissioner,
due cause for such extension; and

(5) the commissioner, in his discretion, consents to or approves, in writing, such
request for extension.

(c) “*Document’” means and includes any return, affidavit, request, declaration,
claim, petition, application, notice or other document.

(d) “*Joint stock company’’ means an organization of individuals for purposes
of profit, having a capital stock contributed by the members composing it, such
capital stock being divided into shares of which each member possesses one or
more, and which are transferable by the owner.

(e) “*Association’” or ‘‘association taxable as a corporation for federal income
tax purposes’’ means an unincorporated organization that has, as described in section
301.7701-2 (&) (1) of title 26 of the Code of Federal Regulations, associates, an
objective to carry on business and divide the gains therefrom, continuity of life,
centralization of management, liability for corporate debts limited to corporate
property, and free transferability of interests; and, as described in section 301.7701-
2 (a) of title 26 of the Code of Federal Regulations, more corporate characteristics
than noncorporate characteristics.

(Effective July 6, 1989)

Sec. 12-213-2. Prohibition against double deductions and/or exclusions

(@) A company, in arriving at its net income as defined in section 12-213 of the
general statutes, shall not exclude or deduct, or exclude and deduct, any item,
directly or indirectly, more than once.

(b) A life insurance company, in arriving at its net income as defined in section
12-213 of the genera statutes, shall not exclude or deduct, or exclude and deduct,
more than the life insurance company’s share of any item of income, the taxation
of which by the state of Connecticut is prohibited by the laws or constitution of
the United States, asapplied, or by thelawsor constitution of the state of Connecticut,
as applied.

(c) This section shall be applicable to amended returns, as defined in subsection
(b) of section 12-225 of the general statutes, irrespective of when such returns were
filed, in connection with which a claim for refund is granted or denied or an
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adjustment to net income is allowed, in whole or in part, on or after March 8, 1995
(the effective date of Public Act 95-2).
(Effective March 8, 1995)
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Corporation Business Tax

Sec. 12-214-1. Carrying on, or having the right to carry on, business

(@ A company is ‘‘carrying on business in this state’’ if, within this state, it
engages in one or more of the following activities, including but not limited to:

(1) owning or leasing (as lessee) real property;

(2) maintaining an office, or compensating its employee for the use of his home
if such employee works from such home; if its property, including product samples,
brochures and advertising materials, and instructions on product usage, is stored in
such home; and if the address or telephone number of such home is listed in its
advertisements and public announcements;

(3) sdling tangible personal property (as opposed to soliciting orders therefor);

(4) performing or soliciting orders for services,

(5) sdling or soliciting orders for real property;

(6) maintaining a stock of inventory in a public warehouse;

(7) having an employee, wherever based: engage in managerial or research activi-
ties; make collections on regular or delinquent accounts; offer technical assistance
and training to its customer or user of its product after the sale; repair or replace
faulty or damaged goods; install or assemble its product; visit its customer or user
of its product to determine customer or user satisfaction; pick up returned merchan-
dise from its customer or user of its product; rectify or assist in rectifying any
product, credit, shipping or similar complaint arising from the purchase or use of
itsproduct; verify the destruction of damaged merchandise; coordinatethedelivery of
merchandise, whether or not special promotions are involved; distribute replacement
parts; inspect the installation of its product by its customer or user of its product;
or conduct credit investigations or arrange for credit and financing for its customer
or user of its product;

(8) delivering merchandiseinventory on consignment to itsdistributorsor dealers;

(9) owning or leasing (aslessee) personal property whichisnot related to solicita-
tion of orders; and

(10) participating in the approval of servicing distributors and dealers where its
customer or user of its product can have such product serviced or repaired.

(b) A company has ‘‘the right to carry on business in this state’’ if:

(1) in the case of a company incorporated or organized under the laws of this
state, the secretary of the state has endorsed its certificate of incorporation. A
company shall thereafter have such right until a certificate of dissolution isfiled as
required by Section 33-376 (d), 33-377 (b), 33-383 (d) or 33-387 (d).

(2) inthe case of acompany incorporated or organized under the laws of another
state, the secretary of the state has issued to it a certificate of authority. A company
shall thereafter have such right until a certificate of withdrawal is filed as required
by Section 33-408 (c) or until a certificate of revocation is filed as required by
Section 33-409 (c).

(Effective December 19, 1984)

Sec. 12-214-2. Companies exempt from tax

(@) In general. Any corporation carrying on, or having the right to carry on,
businessin this state is subject to the tax imposed under chapter 208 (the corporation
business tax). Section 12-214 exempts certain companies from the tax imposed
under chapter 208. Subsection (b) of this section defines, to the extent not otherwise
defined in section 12-213, terms used in this section and section 12-214. Subsection
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(b) of this section also describes the companies which are exempt from the tax
imposed under chapter 208.

(b) Definitions. As used in this section and in section 12-214, the following
terms have the meaning ascribed to them in this subsection. The meaning which
such terms have ascribed to them elsewhere is not pertinent to their use in this
section and section 12-214.

(1) “‘Insurance company incorporated or organized under the laws of any other
state or foreign government’’ means an insurance company (as defined in section
12-201) other than a domestic insurance company (as defined in section 12-201).
Domestic insurance companies are subject to the taxes imposed under chapters 207
and 208. Insurance companies incorporated or organized under the laws of any other
state or foreign government are subject to the taxes imposed under chapter 207
(sections 12-210 and 12-211).

(2) **Company exempt by the federal corporation net income tax law’’ means:

(A) afarmers cooperative marketing and purchasing association which isexempt
from federal income taxes under section 521 (a) of the Internal Revenue Code and
which has been determined by the Internal Revenue Service to be an association
described in section 521 (b) (1) of the Internal Revenue Code and section 1.521-1
of title 26 of the Code of Federa Regulations. The association shall be exempt
from the tax imposed under chapter 208 for each income year to which such
determination applies. If the Internal Revenue Service subsequently determines that
the association has ceased to be exempt from federal income taxes under section
521 (a), the association shall immediately give written notice of such subsequent
determination to the commissioner and shall be subject to the tax imposed under
chapter 208 for each income year to which such subsequent determination applies.
For each income year for which exemption from the tax imposed under chapter 208
is claimed, the association shall file with the commissioner a copy of its Form 990-
C within the time, including extensions, alowed for filing an income tax return
with the Internal Revenue Service for the year to which the Form 990-C pertains.
The fact that the association is or may be, under the provisions of section 1381 (b)
of the Internal Revenue Code, subject to the taxes imposed by section 11 or 1201
of the Internal Revenue Code shall not affect its exemption from the tax imposed
under chapter 208.

(B) ahomeowners association (whether a condominium management association
or aresidentia rea estate management association) which is exempt from federal
income taxes under section 528 (a) of the Internal Revenue Code, which is described
in section 528 (c) (1) of the Internal Revenue Code and section 1.528-1 of title 26
of the Code of Federa Regulations, and which has elected to be treated as a
homeowners association under the provisions of section 1.528-8 of title 26 of the
Code of Federa Regulations. For each income year for which such an election is
not made, the association shall be subject to the tax imposed under chapter 208.
For each income year for which exemption from the tax imposed under chapter 208
is claimed, the association shall file with the commissioner a copy of its Form
1120H within the time, including extensions, alowed for filing an income tax return
with the Internal Revenue Service for the year to which the Form 1120H pertains.
The fact that the association is or may be subject to the tax imposed by section 528
(b) of the Internal Revenue Code shall not affect its exemption from the tax imposed
under chapter 208.

(C) a domestic international sales corporation which is exempt from federal
income taxes under section 991 of the Internal Revenue Code, which is described



Sec. 12-214 page 5 (6-97)
Office of Policy and Management §12-214-2

in section 992 (a) (1) of the Internal Revenue Code, and which has elected to be
treated as a domestic international sales corporation under the provisions of section
992 (b) (1) of the Internal Revenue Code. For each income year for which the
company is not treated as a domestic international sales corporation (either because
of its failure to satisfy the conditions of section 992 (a) (1) of the Internal Revenue
Code or because of its revocation of the election), the company shall immediately
give written notice of such treatment to the commissioner and shall be subject to
the tax imposed under chapter 208. For each income year for which exemption
from the tax imposed under chapter 208 is claimed, the company shall file with the
commissioner a copy of its Form 1120-DISC within the time, including extensions,
allowed for filing an income tax return with the Internal Revenue Service for the
year to which the Form 1120-DISC pertains. The fact that the company is or may
be subject to the tax imposed by section 1491 of the Internal Revenue Code shall
not affect its exemption from the tax imposed under chapter 208.

(D) acompany (other than a company which is described in any of the preceding
paragraphs of this subdivision or in any of the subdivisions of this subsection) which
is exempt from federal income taxes under section 501 (a) or any other section of
the Internal Revenue Code and which has been determined by the Internal Revenue
Service, in a determination referring to the company, to be a company which is
exempt from federal income taxes. The company shall be exempt from the tax
imposed under chapter 208 for each income year to which such determination
applies. If the Internal Revenue Service subsequently determines that the company
has ceased to be exempt from federal income taxes, the company shall immediately
give written notice of such subsequent determination to the commissioner and shall
be subject to the tax imposed under chapter 208 for each income year to which
such subsequent determination applies. The fact that the company is or may be
subject to the tax imposed by section 507 (c), 511 (a) (1) or 527 (f) (1) of the
Internal Revenue Code shall not affect its exemption from the tax imposed under
chapter 208.

() ‘“Company subject to gross earnings taxes under chapter 210"’ means a
company which is described in section 12-249. For each income year for which
exemption from the tax imposed under chapter 208 is claimed, the company shall
file with the commissioner the annual return which is required by section 12-222,
by the due date of such return or, if applicable, its extended due date.

(4) **Company al of the properties of which in this state are operated by a
company subject to such grossearningstaxes’ meansacompany, al of theproperties
of which in this state are operated for railroad purposes by another company which
is subject to gross earnings taxes under chapter 210. If al such properties (or any
portion thereof) in this state are not operated by such other company for railroad
purposes, then the company which owns such property shall be subject to the tax
imposed under chapter 208. For each income year for which exemption from the
tax imposed under chapter 208 is claimed, the company shall file with the commis-
sioner the annual return which is required by section 12-222, by the due date of
such return or, if applicable, its extended due date.

(5) ‘*Nonprofit cooperative ownership housing stock and nonstock corporation,
when residence in such housing is restricted to members of the corporation and
ownership in such corporation is restricted to occupants of such housing’’ means
a company which is described in section 1715e (a) (1) of title 12 of the United
States Code, which is eleemosynary, and which owns or leases houses or apartment
buildings and restricts occupancy of such houses or apartments in such apartment
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buildings to members, in the case of a nonstock corporation, or to shareholders, in
the case of a stock corporation. As used in the preceding sentence, ‘‘ occupancy’’
means occupancy for dwelling purposes. For each income year for which exemption
from the tax imposed under chapter 208 is claimed, the company shall file with the
commissioner the annual return which is required by section 12-222, by the due
date of such return or, if applicable, its extended due date.

(6) ‘‘Cooperative housing corporation which has no taxable income'’ means a
company which is described in section 216 (b) (1) of the Internal Revenue Code
and section 1.216-1 (d) of title 26 of the Code of Federal Regulations and which
has no taxable income as described in section 63 (a) of the Internal Revenue Code.
For each income year for which exemption from the tax imposed under chapter 208
is claimed, the company shall file with the commissioner the annual return which
is required by section 12-222, by the due date of such return or, if applicable, its
extended due date.

(7) **Organization or association of two or more persons established and operated
for the exclusive purpose of promoting the success or defeat of any candidate for
public office, of any palitical party, or of any question or constitutional amendment
to be voted upon at any state or national election’”’ means an organization which is
exempt from federal income taxes under section 527 (a) of the Internal Revenue
Code and which is described in section 527 (€) (1) of the Internal Revenue Code
and section 1.527-2 (a) of title 26 of the Code of Federal Regulations. For each
incomeyear for which exemption from the tax imposed under chapter 208 is claimed,
the organization shall file with the commissioner a copy of its Form 1120-POL
within the time, including extensions, allowed for filing an income tax return with
the Internal Revenue Service for the year to which the Form 1120-POL pertains.
The fact that the organization is or may be, under the provisions of section 527 (b)
of the Internal Revenue Code, subject to the taxes imposed by section 11 or 1201
of the Internal Revenue Code shall not affect its exemption from the tax imposed
under chapter 208.

(8) *‘Individually owned company which had gross annual revenues not in excess
of one hundred million dollars in the most recently completed year; which engaged
in the research, design, manufacture, sale or installation of aternative energy sys-
tems; and the net income of which isdirectly attributable to engaging in the research,
design, manufacture, sale or instalation of aternative energy systems; and the
net income of which is directly attributable to engaging in the research, design,
manufacture, sale or installation of alternative energy systems’ means a company,
the gross receipts or sales of which in its income year next preceding the income
year for which exemption from the tax imposed under chapter 208 is claimed (as
reported on the Form 1120 or Form 1120S which it filed for such preceding year)
were not in excess of one hundred million dollars; the net income of which for the
income year for which exemption from the tax imposed under chapter 208 isclaimed
is directly attributable to the research, design, manufacture, sale or installation of
aternative energy systems (as defined in section 12-213) or parts and components
thereof; and which has only one shareholder, and such shareholder is an individual.
Notwithstanding the provisions of the preceding sentence, the company may have
two shareholders, if the two are married to each other. For each income year for
which exemption from the tax imposed under chapter 208 is claimed, the company
shall file with the commissioner the annual return wich is required by section 12-
222, by the due date of such return or, if applicable, its extended due date.

(Effective December 19, 1984)
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Corporation Business Tax

Sec. 12-217-1. Carryovers

(a) The operating loss carryover provisions are applicable only to a company
which was subject to the tax imposed under chapter 208 in, and filed the annual
return required to be made for, the year in which the operating loss occurred.

(b) The capital loss carryover provisions are applicable only to a company which
was subject to the tax imposed under chapter 208 in, and filed the annual return

required to be made for, the year in which the capital loss occurred.
(Effective July 21, 1982)

Sec. 12-217-2.
Repealed, February 25, 2000.
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Regulations to Provide Uniform Procedures for the Approval of
Cooperative Work Education-Diversified Occupations
Programs Described in Public Act No. 79-474
Secs. 12-217f-1—12-217f-4.
Repealed, August 3, 2001.
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Corporate Tax Credit in the Machine Tool
and Metal Trade Apprenticeships

Sec. 12-217g-1. Authority

This regulation is authorized by Public Act No. 79-475, as amended by Public
Act No. 94-4, which provides a tax credit for Machine Tool and Metal Trade
apprenticeship training against the corporation business tax imposed under
Chapter 208 of the Connecticut General Statutes. The Commissioner of Labor is
required to adopt regulations for the purpose of implementing this act.

(Effective March 24, 1995)

Sec. 12-217g-2. Definitions

(a) “Apprenticeship” means the establishment and continuance, under a qualified
program, of one or more full time apprentice training positions within a pool of
skilled workers whereby unskilled or semi-skilled persons are employed full time
as apprentices under a written agreement.

(b) “Apprentice” means a person employed with a taxpayer receiving machine
and metal trades skill training under awritten agreement registered with the Commis-
sioner which provides specific terms of apprenticeship and employment including,
but not limited to, wage progression; specific hours of job training processes; hours
and courses of school instruction which satisfactory completion thereof provides
recognition as a qualified skilled worker.

(c) “Pre-Apprentice” means a person, student, or minor employed less than full
time under a written agreement with an apprenticeship program sponsor for a term
of training and employment not exceeding 2,000 hours within a two year period.

(d) “Commissioner” means the administrator of the State Labor Department who
with the advice of the State Apprenticeship Council, executes apprenticeship policy
and standards.

(e) “ Council” meansthe twel ve member Connecticut State A pprenticeship Council
appointed by the Governor with equal representation from labor, management and
the public sector including the Deputy Labor Commissioner. The Council advises
the Commissioner regarding apprenticeship policies.

(f) “Taxpayer” means any corporation subject to taxes imposed under Chapter
208 of the Connecticut General Statutes.

(9) “Income Year” means a specific twelve month period conforming to a fiscal
year established for tax purposes under Chapter 208 of the Connecticut General
Statutes.

(h) “Qualified Program” means an apprenticeship program operating in the
Machine and Metal trades and approved by the Connecticut Labor Department as
meeting the Commissioner of Labor’'s prescribed Work Training Standards for
Apprenticeship and Training Programs.

(i) “Machine Tool and Metal Trades’ means recognized metal working occupa-
tions in which satisfactory completion of an apprenticeship training program
advances an apprentice to recognized skill job classifications in such operations as
Machinist, Toolmaker, Tool and Diemaker, Model Maker, Gage Maker, Pat-
ternmaker, Tool and Machine Setter, Diesinker, Moldmaker, Machine Tool Repairer
and in similar occupationswhich as above involve multiple work processesincluding
the shaping of metals by machine tool equipment designed to perform cutting,
grinding, milling, turning, drilling, boring, planning, hobbing and abrading oper-
ations.

(Effective March 24, 1995)
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Sec. 12-217g-3. Eligibility

Any taxpayer who employs a machine tool and metal trade apprentice duly
enrolled and registered under the terms of a qualified program is entitled to a tax
credit for each eligible apprentice of up to $4,800.00 maximum or 50% of actual
wages, whichever is less, provided such apprenticeships meet the following
requirements:

(a) Thetax credit islimited to qualified Machine Tool and Metal Trade programs
with apprenticeship periods of duration which are not less than 4,000 hours (2 years)
and not more than 8,000 hours (4 years).

(b) The apprentice must be employed on a full time basis which is defined as
working a minimum of 120 hours per month at the trade. Up to 80 hours may be
applied during the tax year against the 120 hour limitation.

(c) Pre-apprentices are not counted as apprenticeships begun and wages earned
by pre-apprentices are not eligible for tax credits under this regulation.

(d) The number of apprenticeships for which tax credit is allowed must exceed
the average number of such apprenticeships begun during the five preceding
income years.

(Effective March 24, 1995)

Sec. 12-217g-4. Method of computation

(a) Determining number of eligible apprenticeships

(1) Total the number of months any apprentice was employed at least 120 hours
in any one month during the current claim year and divide by twelve (12) which
equals the apprentice level for the claim year.

(2) Total the number of months any apprentice was employed at least 120 hours
in any month for the five tax years preceding the current claim year and divide by
sixty (60) which equals the apprenticeship average.

(3) If the apprentice average is greater than the apprentice level for the claim
year then no tax credit can be received. However, if the apprentice level for the
year is greater than the apprentice average then the difference between these two
numbers represents the eligible number of apprenticeships for which a tax credit
can be received.

(b) Computing tax credit

(2) Convert the number in subsection (a) (3) of this section to specific apprentices
employed in the claim year who were in the first half of their apprenticeship term.

(2) Multiply each hour worked by such apprentice by four dollars ($4.00). Any
work hours included in this computation for a specific claim year must be from the
first half of an apprenticeship period only, except that for taxable years beginning
on or after January 1, 1994, any work hours included in this computation for a
specific year of afour-year term of apprenticeship must be only from the first three-
quarters of the four-year term of apprenticeship. Work hours occurring in any other
portion of an apprenticeship period are disallowed for purposes of this part.

(3) Claim tax credit based on the lesser of the following three amounts:

(A) Total number of hours worked in a claim year times $4.00 as in subsection
(b) (2) of this section.

(B) 50% of actual wages paid in claim year based on thefirst half of an apprentice-
ship period only.

(C) Maximum credit of $4,800.00.

(Effective March 24, 1995)
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Sec. 12-217g-5. Limitations

The amount of tax credit allowed any taxpayer under this section for any income
year may hot exceed the amount of corporate business taxes due from such taxpayers
under Chapter 208 of the Connecticut General Statutes with respect to such
income year.

(Effective May 9, 1980)

Sec. 12-217g-6. Registration procedures

(a) Each apprentice, in order to be considered eligible for tax credit purposes,
must be enrolled in a qualified program with each apprenticeship agreement being
submitted to the department for approval by the Commissioner.

(b) Existing procedures and policies for the awarding of advanced status to
apprentices for previous experience will remain in effect. Time awarded in recogni-
tion of satisfactory completion of previous training is not eligible for a tax credit.
Apprentices with advance status beyond the first half of the apprenticeship are
considered in computing the existing level of apprenticeships.

(c) After due process, in accordance with Chapter 54 of the Connecticut General
Statutes, a finding that the apprenticeship program is not in compliance with the
prescribed standards shall be sufficient cause for revocation of tax credit eligibility.

(Effective May 9, 1980)

Sec. 12-217g-7. Application

Application for the apprenticeship tax credit or to establish a quaified program
may be accomplished by contacting the:

Connecticut Labor Department
Attn: Machine Tool Apprenticeship Tax Credit
200 Folly Brook Boulevard
Wethersfield, CT 06109
Tel. No. 566-2450
(Effective March 24, 1995)

Sec. 12-217g-8. Prescribed data format submission

(a) The format of the information required to substantiate tax credit claims is
contained in form ATX-792, Apprenticeship Tax Credit Worksheet, available at the
Connecticut Labor Department.

(b) Any similar format containing the required information will be acceptable.

(Effective March 24, 1995)

Sec. 12-217g-9. Certification of tax credit

Based on an analysis of the prescribed data submitted and a review of apprentice-
ship records, the Labor Department will issueto thetaxpayer appropriate certification
of its approval of the apprenticeship tax credit claim for subsequent submission to
the Department of Revenue under current corporate tax filing procedures.

(Effective May 9, 1980)

Sec. 12-217g-10. Tax years €eligible
(a) Eligibility is for tax years ending on or after January 1, 1979.
(Effective May 9, 1980)
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Film Production Tax Credit Program

Sec. 12-217jj-1. Statement of purpose

These rules and regulations, which were drafted in consultation with the Depart-
ment of Revenue Services, have been adopted to implement and are intended to be
applied so as to accomplish the purposes of the film industry tax credit program as
established in section 12-217jj of the General Statutes. The film industry tax credit
program is administered by the Connecticut Commission on Culture and Tourism
and is designed to encourage the production of films and other entertainment media
within the State so as to increase employment and develop a more productive

state economy.
(Adopted effective February 5, 2009)

Sec. 12-217jj-2. Definitions

As used in sections 12-217jj-1 through 12-217jj-13, inclusive, of the Regulations
of Connecticut State Agencies:

(1) ““‘American Institute of Certified Public Accountants (AICPA)’’ shall mean
the national organization which establishes financial, accounting and auditing proce-
dures to which certified public accountants (CPAs) must adhere.

(2) ““‘Applicant’ or ‘‘the applicant’’ shall mean, as the context of these regulations
shall require:

(A) An eligible production company which applies to the Commission for state-
certified qualified production status with respect to its production, or,

(B) An eligible production company which applies to the Commission for a tax
credit voucher after eligibility certification for its production.

(3) ““Commission’’ shall mean the Connecticut Commission on Culture and
Tourism.

(4) ““‘Commissioner’’ shall mean the Commissioner of Revenue Services.

(5) ‘‘Detailed cost report’” or ‘‘cost report’” shall mean the itemized production
expenses or costs report filed with the Commission by an applicant for a tax
credit voucher.

(6) “‘Eligible production company’’ means ‘‘Eligible production company’’ as
defined in subsection (a) of section 12-217jj of the Connecticut General Statutes.

(7) ““Eligibility certification’’ shall mean the written notice issued by the Commis-
sion certifying that a production is a qualified production.

(8) “‘Financial Accounting Standards Board (FASB)’’ shall mean the board desig-
nated by the AICPA to have the authority to set and specify generally accepted
accounting principals (GAAP).

(9) ““Income year’’ shall mean the period established by an applicant for federal
income tax purposes.

(10) “‘Production’’ shall mean the creation, organization and presentation for
public consumption of entertainment by means of one or more of the exhibition
formats enumerated in subsection (a)(3)(A) of section 12-217jj of the Connecticut
General Statutes.

(11) ““Production expenses or costs’’ means ‘ ‘Production expenses or costs’ as
defined in subsection (a)(5) of section 12-217jj of the Connecticut General Statutes.

(12) ““Production expenses or costs incurred in this state’’ shall mean an appli-
cant’s actual expenditures for services and tangible property used or consumed in
this State in connection with a qualified production; provided that pursuant to the
provisions of subsection (b)(1) of section 12-217jj of the Connecticut General
Statutes on and after January 1, 2009 fifty percent of such expenses or costs shall



Sec. 12-217jj page 4 (4-09)

§ 12-217jj-2 Connecticut Commission on Culture and Tourism

be counted toward the tax credit when incurred outside the State and used within
the State and one hundred percent of such expenses or costs counted toward such
credit when incurred within this State and used within this State; and, provided
further, that on and after January 12, 2012, no expenses incurred outside the State
and used within the State shall be counted towards such tax credit and one hundred
percent of such expenses or costs shall be counted toward such credit when incurred
within this State and used within the State.

(13) **Qualified production’” means ‘‘Qualified production’’ as defined in subsec-
tion (a) of section 12-217jj of the Connecticut General Statues.

(14) ““State’’ shall mean the State of Connecticut.

(15) “‘State-certified qualified production’ means *‘State-certified qualified pro-
duction’” as defined in subsection (a) of section 12-217jj of the Connecticut Gen-
eral Statutes.

(Adopted effective February 5, 2009)

Sec. 12-217jj-3. Application for certification as state-certified qualified pro-
duction

(a) An applicant shall file a written application for eligibility certification under
oath on such forms as the Commission may prescribe no later than ninety (90)
calendar days after the applicant incurs its first production expenses or costs in the
State in connection with the production which is the subject of its application.

(b) An applicant may file only one application for each production for which it
seeks eligibility certification and there may be only one applicant for each production.

(c) An applicant shall be primarily responsible for managing the production and
shall have access to all financial books and records as are necessary to comply with
the financial and other reporting requirements of section 12-217jj of the Connecticut
General Statutes and sections 12-217jj-1 through 12-217jj-13, inclusive, of the
Regulations of Connecticut State Agencies.

(d) The Commission shall reject any application not filed within the time limit
set forth by section 12-217jj of the General Statutes as having been late filed and
no further processing of said application shall be undertaken.

(e) An applicant for eligibility certification shall provide the Commission with
information including, but not limited to, the following:

(1) Legal name, address and telephone number;

(2) Name, title and telephone number of primary contact person and other contact
persons whom the Commission may contact to discuss the application information;
(3) Type of business entity (i.e. proprietorship, partnership, corporation, etc.);

(4) Satisfactory evidence from the Secretary of the State and the Commissioner
that the applicant is authorized to do business in the state and is registered as
a taxpayer;

(5) Federal Employer Identification Number (FEIN) or Tax Identification Num-
ber (TIN);

(6) The applicant’s income year;

(7) Title of production and description of the type of production;

(8) Script, story-line or log-line for production;

(9) Length of production;

(10) Date that principal filming, taping or recording will begin and end in the state;

(11) Estimated total production budget;

(12) Estimated total production expenses and costs to be incurred in the state
with detail information;
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(13) The applicant’s certification that the production does not and will not require
the maintenance of records pursuant to 18 U.S.C. § 2257,

(14) The applicant’s certification that it will at all times maintain books and
records in accordance with generally accepted accounting principles consistently
applied in connection with the production which is the subject of its application;

(15) Listing of key personnel associated with the production with name, title,
address, telephone/fax number and e-mail address;

(16) Post production distribution plan; and,

(17) Such additional pertinent application information concerning the applicant
or its production as the Commission may request.

(f) Upon the Commission’s written request, the applicant shall provide any neces-
sary written authorization for the release of information concerning the applicant
or its production from any federal, state or local governmental authority including, but
not limited to, financial reports and records relating to the applicant or its production.

(g) An applicant is responsible for the accuracy of all data, information and
documentation included with the application. Applications and all documentation
submitted shall become the property of the Commission.

(h) If the Commission determines after review that an application is incomplete,
it may request in writing that the applicant submit additional pertinent application
information which shall be submitted by the applicant within fifteen (15) days of
such request. If the Commission determines that the application remains incomplete
after such additional time period, then no further processing of the application shall
take place.

(Adopted effective February 5, 2009)

Sec. 12-217jj-4. Disposition of application for certification as state-certified
qualified production

(a) The Commission shall review all complete applications submitted pursuant
to section 12-217jj-3 of the Regulations of Connecticut State Agencies and determine
whether the criteria and qualifications for certification of applicant’s production
as a state-certified qualified production under sections 12-217jj-1 to 12-217jj-13,
inclusive, of the Regulations of Connecticut Sate Agencies have been met.

(b) If the Commission finds that such criteria and qualifications are met it shall
issue written notice of such eligibility certification to the applicant for that pro-
duction.

(c) The Commission’s notice of eligibility certification shall provide a unique
identification number for the qualified production assigned by the Commission which
shall be referenced on all future correspondence and notices regarding the production.

(d) The Commission’s notice of eligibility certification does not grant or convey
any state tax credits or benefits and signifies only that the Commission has determined
that the production which is the subject of the application is a qualified production
under sections 12-217jj-1 to 12-217jj-13, inclusive, of the Regulations of Connecticut

State Agencies at the time of the Commission’s review of the application.
(Adopted effective February 5, 2009)

Sec. 12-217jj-5. Fiscal and accounting requirements

(a) Each applicant issued a notice of state eligibility certification pursuant to
subsection 12-217jj-4 of the Regulations of Connecticut State Agencies shall utilize
an accounting system which conforms to generally accepted accounting principles
(GAAP) in accounting for all production expenses or costs incurred in connection
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with the qualified production. Such expenses or costs shall be included in the detailed
cost report which shall accompany any application for a tax credit voucher.

(b) The following accounting records and documentation, at a minimum, shall
be made and maintained by an applicant issued a notice of eligibility certification:

(1) Invoices, purchase orders, vouchers, paid bills, crew call sheets, second unit
call sheets, and production reports;

(2) Individual payroll records for all employees working on the qualified pro-
duction;

(3) Individual attendance records for all employees working on the qualified pro-
duction;

(4) Records relating to refunds, rebates, invoicing errors, purchase returns, sales
of equipment, props or other production assets and insurance claims;

(5) Records relating to costs and expenses regarding the ownership or lease of
any real property, improved or unimproved, together with sufficient documentation
to support one of the cost allocation methods set forth in subsection (a) of section
12-217jj-8 of the Regulations of Connecticut State Agencies;

(6) Records relating to costs and expenses regarding the purchase or rental of
any tangible personal property together with sufficient documentation to support
the cost allocation method set forth in subsection (b) of section 12-217jj-8 of the
Regulations of Connecticut State Agencies; and,

(7) Records relating to any related party transaction as such are defined and
specified by the Financial Accounting Standards Board (FASB) Statement No. 57,
sufficient to permit an auditor to provide the information required pursuant to
subsection 12-217jj-10 (c)(3) of the Regulations of Connecticut State Agencies.

(Adopted effective February 5, 2009)

Sec. 12-217jj-6. Application for issuance of a film production tax credit
voucher

(a) An applicant may apply to the Commission for the issuance of a tax credit
voucher at one or more of the following times:

(1) Not earlier than three (3) months following submission to the Commission
of applicant’s eligibility certification application as provided in Section 12-217jj-3
of the Regulations of Connecticut State Agencies; or,

(2) Annually not later than ninety (90) days after the close of the applicant’s
income year; or,

(3) Not later than ninety (90) days after the last production expenses or costs are
incurred in this state.

(b) An applicant shall apply to the Commission for issuance of a tax credit
voucher(s) on such forms as the Commission may prescribe. The Commission shall
certify the actual amount of the tax credit awarded to the applicant pursuant to
section 12-217jj of the Connecticut General Statutes at the time the Commission
acts on such application for a tax credit voucher(s).

(c) With each application for the issuance of a tax credit voucher(s), the applicant
shall provide the Commission with a detailed cost report to the date of application
together with an independent audit report of such cost report pursuant to the provi-
sions of section 12-217jj-10 of the Regulations of Connecticut State Agencies.

(d) The Commission shall provide a unique identification number on each tax
credit voucher issued which shall include a reference to the Commission’s identifica-
tion number assigned at the time the Commission’s notice of eligibility certification
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was issued pursuant to the provisions of Section 12-217jj-4 of the Regulations of
Connecticut State Agencies.
(Adopted effective February 5, 2009)

Sec. 12-217jj-7. Detailed cost report

(a) Each applicant for a tax credit voucher shall file with the Commission, under
oath, a detailed cost report on such forms as the Commission may prescribe.

(b) The detailed cost report shall classify the production costs and expenditures
actually incurred by the applicant under each of the categories specified below:

(1) Writing;

(2) Producer and staff;

(3) Director and staff;

(4) Talent;

(5) Travel,

(6) Fringe benefits — pre-production;

(7) Production;

(8) Extra talent;

(9) Camera;

(10) Art department;

(11) Set construction;

(12) Special effects;

(13) Set operations;

(14) Electrical,

(15) Set dressing;

(16) Action props;

(17) Picture vehicles/animals;

(18) Special photography;

(19) Wardrobe;

(20) Makeup and hairdressing;

(21) Production sound;

(22) Locations;

(23) Video tape;

(24) Transportation;

(25) Production film and lab;

(26) Tests;

(27) Facility expenses;

(28) Audience relations;

(29) Second unit;

(30) Special unit;

(31) Fringes — shooting period;

(32) Editing and projection;

(33) Music;

(34) Sound — post production;

(35) Film and stock shots;

(36) Visual effects;

(37) Titles, opticals, inserts;

(38) Fringes — post production;

(39) Insurance;

(40) Unit publicity;

(41) General expenses;

(42) Insurance claims; and,
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(43) Completion bond.

(c) Within the foregoing general cost categories, the Commission may prescribe
such sub-categories as it deems necessary to facilitate the applicant’s reporting of
production expenses or costs and the Commission’s review of such expenses or costs.

(Adopted effective February 5, 2009)

Sec. 12-217jj-8. Allocation of costs

(a) Real Property

(1) An applicant owning or leasing real property used in connection with a
qualified production may allocate a portion of the total ownership or leasehold costs
related to such asset to the production expenses or costs in the detailed cost report
under one of the following allocation methods at the election of applicant:

(A) Average lease value method

(i) The applicant may utilize deemed operational and ownership costs based on
the average lease value method,;

(i1) To arrive at the total deemed operational and ownership costs, the applicant
must multiply the average per day lease value of comparable real property by the
number of days the asset is used in connection with the production.

(B) Actual operational and ownership costs times production square footage ratio:

(i) An applicant may allocate to the production expenses or costs a portion of
the operational and ownership costs of real property by multiplying the production
square footage ratio by actual operational and ownership expenses related to the
real asset;

(i1) The production square footage ratio is obtained by dividing the square footage
of the real asset principally utilized in connection with a production by the total
square footage of the real property owned by applicant; and,

(iii) Actual operational and ownership costs of real property may include, but
not be limited to: utilities, real estate taxes, depreciation, insurance, property manage-
ment fees, mortgage expense, and repairs and maintenance.

(b) Personal Property

(1) An applicant purchasing personal property which is not eligible for the credit
provided in section 12 -217kk of the Connecticut General Statutes, shall allocate
the cost of such personal property pursuant to class life categories and current
depreciation rules promulgated by the Internal Revenue Service;

(2) The applicant shall divide the cost of the item of personal property by the
applicable class life published by the Internal Revenue Services to determine an
annual expense which shall then be multiplied by the ratio obtained from dividing
the number of days the item of personal property was actually in use in this State
in connection with a qualified production by 365.

(c) Costs for services or wages

(1) Costs for personal services or wages paid by applicant on a daily or hourly
basis shall be allocated to the qualified production based on the time the services
or work were actually performed in this State;

(2) When an applicant incurs costs for personal services performed partially in
this State and such costs are not paid on a daily or hourly basis, then the applicant
shall allocate such costs to the qualified production based on the ratio of the number
of days the services were performed in this State over the total number of working
days the personal services were to be provided to applicant.

(Adopted effective February 5, 2009)
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Sec. 12-217jj-9. Limitations on allowable expenses and costs

(a) An applicant may include in the detailed cost report only actual, paid production
expenses or costs. The detailed cost report must provide sufficient information so
that an independent auditor and the Commission can readily determine that portion
of applicant’s total qualified production expenses or costs which were incurred in
this State.

(b) Costs only generally identified such as ‘‘accounts payable’” and ‘‘accrued
charges or deferrals’’ shall not be allowable.

(c) Amortization of costs related to the production of series or mini-series shall
be allocated to specific costs categories.

(d) Refunds, rebates, insurance claim recoveries, discounts, invoicing errors,
returns and other such credits must be credited against the costs set forth in the
detailed cost report.

(e) When an applicant incurs related party transaction costs, the cost allowable
shall be limited to the fair market value as determined by the Commission of the
services, goods or other tangible property provided to applicant by the related party.

(f) When an applicant has contracted with a third party for the provision of
personnel to perform personal services (‘‘Loan Out Companies’’) such costs are
allowable only if applicant submits to the Commission satisfactory evidence that
the Loan Out Company was registered to do business in this State with the Secretary
of State and was registered with the Commissioner.

(g) Costs which have been included in any prior application for a tax credit
voucher or included in an application for a tax credit voucher under sections 12-
217kk or 12-217I11 of the Connecticut General Statutes shall not be allowable.

(h) All costs as itemized in subdivision (a)(5)(C) of section 12-217jj of the
Connecticut General Statutes shall not be allowable.

(Adopted effective February 5, 2009)

Sec. 12-217jj-10. Scope of and procedures for audit

(a) The purpose of the independent audit is to provide assurances to the Commis-
sion that the production expenses or costs set forth in the detailed cost report have
in fact been expended and are otherwise accurate and reasonable.

(b) The audit shall be completed in accordance with generally accepted auditing
standards as established by the AICPA and FASB and shall be at the sole cost and
expense of applicant. The audit shall be performed by a certified public accountant
licensed in this State, unrelated to the applicant and having no direct or indirect
financial interest in the applicant or the applicant’s production.

(c) The auditor’s report shall state that the audit was conducted in accordance
with this section and shall include and be subject to the following requirements:

(1) A schedule disclosing the applicant’s noncompliance with any applicable law,
regulation, provision of contracts or other agreements which could have a material
effect on the costs reported in the detailed cost report;

(2) A schedule disclosing all sources of funds used by the applicant to finance
the production including any non-cash or barter transactions included in the detailed
cost report;

(3) A schedule disclosing all related party transactions as such are defined,
specified and explained by the Financial Accounting Standards Board (FASB) in
Statement No. 57 and which are encompassed in the detailed cost report to include:

(A) The name of the related party;

(B) The nature of the relationship between the related party and the applicant; and,
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(C) A description of the nature of the transaction and the amount.

(4) The auditor’s opinion shall be dated as of the date that audit fieldwork was
completed and shall be addressed to the applicant;

(5) The auditor shall have demonstrated knowledge and familiarity with the
accounting practices generally recognized in the film or other media production
industry and shall cooperate fully with the Commission in responding to the Commis-
sion’s post audit inquiries and in complying with such audit guidelines applicable
to all such audits as the Commission may prescribe in writing; and,

(6) The audit work papers must be maintained by the auditor for a period of six
(6) years from the date that the audit was submitted to the Commission and shall
be made available to the Commission upon written request.

(Adopted effective February 5, 2009)

Sec. 12-217jj-11. Confidentiality of application information and documents

When an applicant or other entity submits information it considers to be of a
proprietary or confidential nature in connection with its applications for eligibility
certification and issuance of tax credit vouchers or notice of transfer of tax credits,
such information shall be clearly marked or labeled ‘‘CONFIDENTIAL’’ in capital
letters. The applicant or other entity shall also submit a statement briefly setting
forth the grounds on which the information should be treated as confidential. Upon
the Commission’s determination that such information may be lawfully maintained
by it as confidential, it shall maintain such portions of the application or notice of

transfer of tax credits as confidential to the extent permitted by law.
(Adopted effective February 5, 2009)

Sec. 12-217jj-12. Disposition of application for film production tax credit
voucher

(a) The Commission shall review the application and the audit and evaluate
whether the applicant has met the criteria set forth under sections 12-217jj-1 to 12-
217jj-13, inclusive, of the Regulations of Connecticut Sate Agencies for issuance
of a tax credit voucher. If the Commission determines that the applicant has met
such criteria, it shall thereupon issue the written tax credit voucher(s) for the tax
credit amount substantiated to the satisfaction of the Commission as of the date of
the application.

(b) If the Commission determines after its evaluation that the applicant has not
met such criteria for issuance of a tax credit voucher(s), it shall notify the applicant
in writing of the deficiencies in the application or audit and the remedial action, if
any, that is required of the applicant before the Commission can issue a tax credit

voucher(s) in response to the application.
(Adopted effective February 5, 2009)

Sec. 12-217jj-13. Transfers of tax credits

(a) Tax credit vouchers may be sold, assigned or otherwise transferred by the
applicant to one or more taxpayers, in whole or in part, up to a maximum of three
(3) times and to the extent the tax credit has not previously been claimed. Any
taxpayer that is assigned or transferred a tax credit must claim such assigned credit
in the same income year that the applicant was eligible to claim the tax credit.

(b) Each tax credit voucher transferor and transferee shall jointly provide written
notice of such transfer to the Commission on such forms as may be prescribed by
the Commission, not later than thirty (30) days after the transfer. For the purposes
of subsections 12-217jj(b)(2) and (d) of the Connecticut General Statutes, a taxpayer
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to which a tax credit evidenced by a tax credit voucher may be sold, assigned or
otherwise transferred, or that may sell, assign or otherwise transfer such tax credit,
shall include a corporation, partnership, limited liability company, or other business
entity; provided, however, that the tax credits evidenced by such tax credit voucher
may only be claimed against the taxes imposed under chapters 207 and 208 of the
Connecticut General Statutes.

(c) The written notice to the Commission of transfer shall include the following:

(1) The tax credit voucher number;

(2) The date of transfer;

(3) The total amount of credit transferred;

(4) The tax credit voucher balance before and after the transfer;

(5) The transferor’s and transferee’s federal tax identification numbers; and,

(6) Consideration paid by the transferee for the transfer;

(7) Such other information as the Commission may require.

(d) Failure to comply with all transfer notification requirements contained in this
section and subsection (d) of section 12-217jj of the Connecticut General Statutes
shall result in the disallowance of the tax credit transfer until such time as the
Commission determines that the transferor and transferee are in full compliance.
The Commission shall provide notice to the Commissioner of any such disallowance
and subsequent allowance of the tax credit transfer, if requested by the Commissioner.

(e) Failure to comply with the time limitation for notice to the Commission of
such transfer in subsection (b) of this section and subsection (d) of section 12-217jj
of the Connecticut General Statutes shall result in the disallowance of such tax
credit transfer unless the Commission determines that such failure was for good
cause shown.

(f) In the event that a tax credit voucher is sold, assigned or otherwise transferred
to a business entity that is treated as a pass-through entity for federal income tax
purposes, the tax credits evidenced by such tax credit voucher shall not be deemed
to be allocated or otherwise transferred to any partner, member, shareholder or other
equity owner of such transferee (notwithstanding any provision of the governing
documents of such entity), and such tax credits shall only be transferred to any such
partner, member, shareholder or other equity owner by sale, assignment or other
transfer of the tax credit voucher evidencing such tax credits in the manner provided
for in this section, subject to the limitation that no tax credit voucher or any fractional
part thereof may be assigned or otherwise transferred, in whole or in part, more

than three times.
(Adopted effective February 5, 2009)
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Film and Digital Media Infrastructure Tax Credit Program

Sec. 12-217kk-1. Statement of purpose

These rules and regulations, which were drafted in consultation with the Depart-
ment of Revenue Services, have been adopted to implement and are intended to be
applied so as to accomplish the purposes of the film industry infrastructure tax
credit program as established by section 12-217kk of the General Statutes. The
film industry infrastructure tax credit program is administered by the Connecticut
Commission on Culture and Tourism. The film industry infrastructure tax credit
program is designed to encourage the development of a strong infrastructure base
for film and other entertainment media in order to foster the development of the

industry in this State with state of the art facilities and equipment.
(Adopted effective June 26, 2009)

Sec. 12-217kk-2. Definitions

As used in sections 12-217kk-1 to 12-217kk-13, inclusive, of the Regulations of
Connecticut State Agencies:

(1) “‘American Institute of Certified Public Accountants (AICPA)’’ shall mean
the organization which establishes financial, accounting and auditing procedures to
which certified public accounts (CPA’s) must adhere.

(2) “‘Applicant’’ or ‘‘the applicant’” shall mean, as the context of these regulations
shall require:

(a) An entity undertaking an infrastructure project which applies to the Commis-
sion for eligibility certification with respect to that project; or,

(b) An entity which applies to the Commission for a tax credit voucher after
eligibility certification for an infrastructure project.

(3) ““Commission’’ shall mean the Connecticut Commission on Culture and
Tourism.

(4) “‘Commissioner’’ shall mean the Commissioner of Revenue Services.

(5) ““‘Detailed cost report’ or ‘‘cost report’” shall mean the itemized listing of
eligible expenditures filed with the Commission in connection with an application
for a tax credit voucher.

(6) “‘Eligible expenditures’’ means ‘‘Eligible expenditures’” as defined in section
12-217kk of the Connecticut General Statutes.

(7) “‘Eligibility certification as a state certified project’” or ‘‘eligibility certifica-
tion’ shall mean the written notice issued by the Commission certifying that an
applicant’s infrastructure project is a state-certified project.

(8) “‘Estimated cost report’’ shall mean the itemized listing of projected eligible
expenditures filed with the Commission in connection with an application for eligibil-
ity certification.

(9) “‘Financial Accounting Standards Board (FASB)’’ shall mean the board desig-
nated by the AICPA to have the authority to set and specify generally accepted
accounting principles (GAAP).

(10) ““Income year’’ shall mean the period established by an applicant for federal
income tax purposes.

(11) ““Infrastructure project’” or ‘‘project’” means ‘‘Infrastructure project’ as
defined in section 12-217kk of the Connecticut General Statutes.

(12) ““Investment’’ shall mean the total eligible expenditures for an infrastructure
project which an applicant establishes to the satisfaction of the Commission.

(13) ““State’’ shall mean the State of Connecticut.
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(14) *“State-certified project’” means ‘‘State-certified project’ as defined in sec-
tion 12-217kk of the Connecticut General Statutes.

(15) “*State-certified project tax credit voucher’ or ‘‘voucher’’ shall mean the
document issued by the Commission evidencing the tax credit authorized under the
provisions of section 12-217kk of the Connecticut General Statutes and sections
12-217kk-1 through 12-217kk-13, inclusive, of the Regulations of Connecticut
State Agencies.

(Adopted effective June 26, 2009)

3

Sec. 12-217kk-3. Application for eligibility certification as state-certified
project

(a) An applicant with an infrastructure project seeking eligibility certification
shall file a written application with the Commission under oath on such forms as
the Commission may prescribe not later than ninety (90) calendar days after the
applicant incurs the first eligible expenditure in connection with the infrastructure
project which is the subject of the application.

(b) An applicant may file only one application for each infrastructure project for
which it seeks eligibility certification and there may be only one applicant for each
infrastructure project.

(c) An applicant shall be the entity which will own or lease the realty associated
with the project and shall have access to all books and records documenting the
project’s eligible expenditures as may be necessary to comply with the provisions
of section 12-217kk of the Connecticut General Statutes and sections 12-217kk-1
through 12-217kk-13, inclusive, of the Regulations of Connecticut Sate Agencies.

(d) The Commission shall identify any application not filed within the time limit
set forth in subsection (a) of section 12-217kk-3 of the Regulations of Connecticut
State Agencies as having been late filed and no further processing of said application
shall be undertaken.

(e) An applicant seeking State-certified project status for its project shall provide
the Commission with information pertinent to it and the project which shall include,
but not be limited to, the following:

(1) Legal name, address and telephone number;

(2) Name, title and telephone number of primary contact person and other contact
persons whom the Commission may contact to discuss the application information;

(3) Type of business entity (i.e., sole proprietorship, partnership, corporation, etc.);

(4) Satisfactory evidence from the Secretary of the State and the Commissioner
that applicant is authorized to do business in the state and registered as a taxpayer;

(5) Federal Employer Identification Number (FEIN) or Tax Identification Num-
ber (TIN);

(6) Detailed description of the project including specific address at which the
project will be built, constructed, or installed;

(7) Estimated total project budget with itemized estimated cost report as described
in section 12-217kk-4 of the Regulations of Connecticut State Agencies;

(8) Names, addresses, contact persons, and telephone numbers of all architectural,
engineering and other professional and consulting firms providing services in connec-
tion with the project;

(9) Copies of all project related purchase, lease, option, construction and construc-
tion management agreements;

(10) Estimated project start date and completion date;
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(11) Detailed listing of all municipal or regional agency approvals required for
the project and copies of all such municipal or regional agency approvals, including
building permits;

(12) Detailed description of applicant’s financing arrangements to underwrite the
project, including lending sources, and copies of all loan agreement and commit-
ment letters;

(13) The applicant’s certification that it will at all times maintain books and
records relating to the project’s eligible expenditures in accordance with generally
accepted accounting principles (GAAP) consistently applied;

(14) The applicant’s certification that neither it, nor any partner, officer, director,
or shareholder owning more than ten percent (10%) of the shares outstanding, has
ever defaulted on a State loan or loan guaranteed by the State or, individually or
as a principal in a business entity, had a debt or obligation owing to a public agency
discharged in bankruptcy;

(15) The applicant’s certification that the project facilities and equipment will
not be used for purposes which require the maintenance of records pursuant to 18
U.S.C. § 2257; and,

(16) Such additional pertinent application information concerning the applicant
or the infrastructure project as the Commission may request.

(f) Information or material required pursuant to subsection 12-217kk-3(e) of the
Regulations of Connecticut State Agencies which is not available to the Applicant
at the time of application shall be submitted to the Commission by the applicant as
soon as such information becomes available to the applicant.

(g) Upon the Commission’s written request, applicant shall provide any necessary
written authorization for the release of information concerning applicant, or any
investors or entities associated with applicant and its infrastructure project, from
any federal, state or local governmental authority including, but not limited to,
financial reports and records.

(h) The applicant is responsible for the accuracy of all data, information and
documentation submitted or included with the application. Applications and all
documentation submitted therewith shall become the property of the Commission.

(1) The applicant shall demonstrate to the satisfaction of the Commission that the
project which is the subject of the eligibility certification application will be used
solely for the functioning in this State of the digital media, motion picture or other
entertainment industry as authorized under the provisions of section 12-217kk of
the Connecticut General Statutes.

(j) If the Commission determines after review that an application is incomplete,
it may request in writing that the applicant submit additional pertinent application
information which shall be submitted within fifteen (15) days from the date of the
Commission’s request. If the Commission determines that the application remains
incomplete after such additional time period, then no further processing of the

application shall take place.
(Adopted effective June 26, 2009)

Sec. 12-217kk-4. Estimated cost report

(a) Each applicant with a project seeking eligibility certification shall file with its
application an estimated cost report on such forms as the Commission may prescribe.

(b) The estimated cost report shall describe in detail the eligible expenditures to
be incurred by the applicant with respect to the project which is the subject of the
application and classify such expenditures under each of the categories specified
below:
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(1) Land acquisition;

(2) Building acquisition;

(3) Building construction;

(4) Building rehabilitation/renovation;

(5) Capital equipment;

(6) Other improvement; or,

(7) Project development including design, engineering and related professional
fees.

(c) Within the foregoing general eligible expenditures categories, the Commission
may prescribe such sub-categories as it deems necessary to facilitate the applicant’s
reporting of its estimated eligible expenditures and the Commission’s review of

such estimated eligible expenditures.
(Adopted effective June 26, 2009)

Sec. 12-217kk-5. Review and disposition of application for eligibility certifica-
tion as a state-certified project; liability insurance

(a) The Commission shall review all complete applications submitted pursuant
to sections 12-217kk-3 and 12-217kk-4 of the Regulations of Connecticut State
Agencies and determine whether the criteria for eligibility certification as a state-
certified project under section 12-217kk of the Connecticut General Statutes and
sections 12-217kk-1 through 12-217kk-13, inclusive, of the Regulations of Connecti-
cut State Agencies have been met.

(b) During review of the application, the Commission may request additional
pertinent application information, conduct site or field visits, consult with indepen-
dent professional consultants, or require the applicant, at its sole cost and expense,
to submit an independent consultant’s report of the estimated eligible expenditures
to be performed by an independent consultant unrelated to applicant, licensed to do
business in this State and having no direct or indirect financial interest in the
applicant or the project. The purpose of such pre-certification audit or independent
professional review is to provide the Commission with assurances that the estimated
eligible expenditures and costs set forth by applicant are accurate, necessary and rea-
sonable.

(c) If the Commission finds that all such criteria for eligibility certification are
met it will issue to the applicant written notice of the project’s certification as a
State-certified project which shall specify the total estimated eligible expenditures
and amount of potential tax credits available to applicant should the project be
completed as described in the application.

(d) The Commission’s notice of eligibility certification shall provide a unique
identification number assigned by the Commission for the project which shall
thereafter be referenced in all future correspondence and notices relative to the
project. Eligibility certification for an infrastructure project shall be non-transferable.

(e) The notice of eligibility certification issued by the Commission shall not grant
or convey any state tax credits or benefits and signifies only that the project is a
state-certified project and that the Commission may issue voucher(s) pursuant to
the provisions of section 12-217kk of the Connecticut General Statutes if the project’s
estimated eligible expenditures as determined by the Commission are in fact
expended and the applicant for such tax credits is otherwise in conformity with the
provisions of section 12-217kk of the Connecticut General Statutes and sections
12-217kk-1 through 12-217kk-13, inclusive, of the Regulations of Connecticut
State Agencies.
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(f) Before construction of any certified project commences, the Commission may
require the applicant or its construction contractor to furnish a general liability
insurance policy with such policy limits as the Commission may prescribe and
issued by an insurance company licensed to do business in this state and in good
standing and which shall be rated ‘*‘A-’’ or better by the latest edition of A.M.
Best’s Rating Guide or, if such Guide is no longer available, any generally recognized
replacement therefore. The Commission and the State shall be named as additional
insureds under any such policy.

(Adopted effective June 26, 2009)

Sec. 12-217kk-6. Project progress reports; document submission

An applicant whose project has been certified as a State-certified project shall
submit to the Commission periodic progress reports on such forms and at such times
as the Commission may prescribe. Such reports shall describe in detail the current
status of the project together with any revisions to the estimated cost report, estimated
project timetable or completion date together with a detailed explanation of the
reasons for such revisions.

(Adopted effective June 26, 2009)

Sec. 12-217kk-7. Lapse of eligibility certification; surety bond

(a) Upon the Commission’s written notice to the applicant, the project’s certifica-
tion as a State-certified project shall lapse not earlier than 180 days after the issuance
of notice of eligibility certification upon the Commission’s determination that an
applicant has failed to provide satisfactory evidence that the project has substantially
commenced and will be substantially completed as proposed.

(b) At any time after certification of a project as a State-certified project, the
Commission may direct the applicant to file a surety bond at the applicant’s sole
cost and expense and in such form and principal amount as the Commission may
determine to assure completion of the project or construction of any project installa-
tion in accordance with the application documents submitted to the Commission.
Such surety bond shall be issued by a bonding or insurance company authorized
and licensed to do business in this State and in good standing and which shall be
rated ‘‘A-"" or better by the latest edition of A.M. Best’s Ratings Guide or, if such
Guide is no longer available, any generally recognized replacement therefore. The
Commission shall be named in any such bond as a dual obligee.

(Adopted effective June 26, 2009)

Sec. 12-217kk-8. Application for issuance of state-certified project tax
credit voucher

(a) After the Commission has issued notice of eligibility certification with respect
to a project, an applicant may apply to the Commission for the issuance of a State-
certified project voucher. Such voucher may be issued:

(1) No sooner than at such time as the Commission determines in its sole discretion
that such project is not less than sixty percent (60%) complete; or,

(2) Not later than ninety (90) days after the last project expenses or costs are
incurred by the applicant and the project has been determined to be complete by
the Commission.

(b) An applicant shall apply to the Commission for issuance of a voucher on
such forms as the Commission may prescribe.

(c) With each application for issuance of a voucher, the applicant issued the
notice of eligibility certification shall file with the Commission, on such forms
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as the Commission may prescribe, a detailed cost report of the project’s eligible
expenditures actually expended to the date of the application. The detailed cost
report shall include the same categories and sub-categories of eligible expenditures
as in the estimated cost report required under section 12-217kk-4 of the Regulations
of Connecticut State Agencies. The eligible expenditures itemized in the detailed
cost report shall not exceed the total eligible expenditures as itemized in the estimated
cost report unless any and all such additional costs were previously approved by
the Commission in writing. The Commission shall require the applicant to provide
an independent audit report of such actual eligible expenditures as described in
section 12-217kk-10 of the Regulations of Connecticut State Agencies.
(Adopted effective June 26, 2009)

Sec. 12-217kk-9. Limitation on eligible expenditures

(a) An applicant may include only actual paid eligible expenditures in the detailed
cost report required to be submitted to the Commission pursuant to section 12-
217kk-8 of the Regulations of Connecticut State Agencies. The cost report must
provide sufficient information so that the independent auditor can verify whether
the expenditures set forth by the applicant are allowed under the provisions of
section 12-217kk of the Connecticut General Statutes and sections 12-217kk-1
through 12-217kk-13, inclusive, of the Regulations of Connecticut State Agencies.

(b) Refunds, rebates, insurance claim recoveries, discounts, invoicing errors,
returns and other such credits must be credited against the expenditures itemized
in the detailed cost report.

(c) When an applicant incurs related party transaction costs, the costs allowable
shall be limited to the fair market value as determined by the Commission of the
services, goods or other tangible property provided to applicant by the related party.

(d) Expenses or costs which have been included in any prior application for a
tax credit voucher or included in an application for a tax credit under sections 12-
217jj or 21-2171l of the Connecticut General Statutes are not eligible expenditures.

(e) Expenses or costs related to the transfer of any tax credit are not eligible expen-
ditures.

(f) Expenses or costs shall constitute eligible expenditures under sections 12-
217kk-1 through 12-217kk-13, inclusive, of the Regulations of Connecticut State
Agencies, only if incurred by an applicant in connection with a State-certified project
which results in permanent improvement(s) or accretions(s) to real estate.

(g) Costs and expenses to remediate asbestos or other hazardous substances shall
constitute eligible expenditures only to the extent such costs are incurred by an
applicant in connection with above ground building remediation and are otherwise
allowable pursuant to the section 12-217kk of the Connecticut General Statutes
and sections 12-217kk-1 through 12-217kk-13, inclusive, of the Regulations of
Connecticut State Agencies.

(h) Costs and expenses related to leasehold expenditures for grounds and buildings
shall be allowable only to the extent that the associated lease constitutes a capital
lease as defined and explained in FASB Statement No. 13, and then only to the
extent that the present value of such lease expenditures are determined in accordance
with a generally recognized and accepted formula selected by the Commission with
prior notice to the applicant. Lease expenditures for tangible personal property shall
be allowable only to the extent that such expenditures are incurred pursuant to a

capital equipment lease as defined and explained in FASB Statement No. 13.
(Adopted effective June 26, 2009)
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Sec. 12-217kk-10. Scope of and procedures for state-certified project audit

(a) The purpose of the independent audit required under subsection (c) of section
12-217kk-8 of the Regulations of Connecticut State Agencies is to provide the
Commission with assurances that the eligible expenditures as set forth in the detailed
cost report have in fact been expended and are otherwise accurate, necessary, and
reasonable and are in accordance with the provisions of section 12-217kk of the
Connecticut General Statutes and in accordance with sections 12-217kk-1 through
12-217kk-13, inclusive, of the Regulations of Connecticut State Agencies.

(b) The audit shall be completed in accordance with generally accepted auditing
standards as established by the AICPA and FASB and shall be at the sole cost and
expense of applicant. The audit shall be performed by a certified public accountant
licensed in this State, unrelated to the applicant and having no direct or indirect
financial interest in the applicant or any business conducted by the applicant.

(c) The auditor’s report shall state that the audit was conducted in accordance
with this section and shall include and be subject to the following requirements:

(1) A schedule disclosing the applicant’s noncompliance with any applicable law,
regulation, provision of contracts or other agreements which could have a material
effect on the costs reported in the detailed cost report;

(2) A schedule disclosing all sources of funds used by the applicant to finance
the state certified project including any non-cash or barter transactions included in
the detailed cost report;

(3) A schedule disclosing all related party transactions as such are defined,
specified and explained by Financial Accounting Standards Board (FASB) in State-
ment No. 57 and which are encompassed in the detailed cost report to include:

(A) The name of the related party;

(B) The nature of the relationship between the related party and the applicant; and,

(C) A description of the nature of the transaction and the amount.

(4) The auditor’s opinion shall be dated as of the date that audit fieldwork was
completed and shall be addressed to the applicant;

(5) The auditor shall cooperate fully with the Commission in responding to the
Commission’s post audit inquiries and in complying with such audit guidelines
applicable to all such audits as the Commission may prescribe in writing; and,

(6) The audit work papers must be maintained by the auditor for a period of six
(6) years from the date that the audit was submitted to the Commission and shall

be made available to the Commission upon written request.
(Adopted effective June 26, 2009)

Sec. 12-217kk-11. Disposition of application for tax credit voucher

(a) The Commission shall review the application for a voucher and the independent
audit and evaluate whether the applicant has met the criteria set forth under section
12-217kk of the Connecticut General Statutes and sections 12-217kk-1 through 12-
217kk-13, inclusive, of the Regulations of Connecticut State Agencies for issuance
of a tax credit voucher. If the Commission determines that the application and audit
do meet such criteria it shall certify on the voucher the total eligible expenditures
substantiated to the satisfaction of the Commission to the date of the application
and the amount of the tax credit awarded.

(b) If the Commission determines that either the application or audit do not meet
the established criteria for issuance of a voucher, it shall notify the applicant in
writing of the deficiency in the application or audit and the remedial action, if any,

that is required before the Commission can act on the voucher application.
(Adopted effective June 26, 2009)
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Sec. 12-217kk-12. Confidentiality of application information and documents

When an applicant or other entity submits information it considers to be of a
proprietary or confidential nature in connection with its applications for eligibility
certification and issuance of tax credit vouchers or notice of transfer of tax credits,
such information shall be clearly marked or labeled ‘‘CONFIDENTIAL’’ in capital
letters. The applicant or other entity shall also submit a statement briefly setting
forth the grounds on which the information should be treated as confidential. Upon
the Commission’s determination that such information may be lawfully maintained
by it as confidential, it shall maintain such portions of the application or notice of
transfer of tax credits as confidential to the extent permitted by law.

(Adopted effective June 26, 2009)

Sec. 12-217kk-13. Transfers of tax credits

(a) Tax credit vouchers may be sold, assigned or otherwise transferred by the
applicant or subsequent transferee, in whole or in part, up to a maximum of three
(3) times and to the extent the tax credit has not previously been claimed. Any
taxpayer that is assigned or transferred a tax credit must claim such assigned credit
in the same income year that the applicant was eligible to claim the tax credit. Any
assignee or transferee that does not fully utilize the tax credit in the income year
in which it is claimed may carry such credit forward as permitted by section 12-
217kk of the Connecticut General Statutes.

(b) Each tax credit voucher transferor and transferee shall jointly provide written
notice of such transfer to the Commission on such forms as may be prescribed by
the Commission, not later than thirty (30) days after the transfer. For the purposes
of subsections 12-217kk(b)(3) and (d) of the Connecticut General Statutes, a taxpayer
to which a tax credit evidenced by a tax credit voucher may be sold, assigned or
otherwise transferred, or that may sell, assign or otherwise transfer such tax credit,
shall include a corporation, partnership, limited liability company, or other business
entity; provided, however, that the tax credits evidenced by such tax credit voucher
may only be claimed against the taxes imposed under chapters 207 and 208 of the
Connecticut General Statutes.

(c) The written notice to the Commission of transfer shall include, but may not
be limited to, the following:

(1) The tax credit voucher number;

(2) The date of transfer;

(3) The total amount of credit transferred;

(4) The tax credit voucher balance before and after the transfer;

(5) The transferor’s and transferee’s federal tax identification numbers;

(6) Consideration paid by the transferee for the transfer; and,

(7) Such other pertinent information as the Commission may require.

(d) Failure to comply with all transfer notification requirements contained in
section 12-217kk-13 of the Regulations of Connecticut State Agencies and subsection
(d) of section12-217kk of the Connecticut General Statutes shall result in the disal-
lowance of the tax credit transfer until such time as the Commission determines
that the transferor and transferee are in full compliance. The Commission shall
provide notice to the Commissioner of any such disallowance and subsequent allow-
ance of the tax credit, if requested by the Commissioner.

(e) Failure to comply with the time limitation for notice to the Commission of
such transfer in Section 12-217kk-13(b) of the Regulations of Connecticut State
Agencies and subsection (d) of section 12-217kk of the Connecticut General Statutes
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shall result in the disallowance of such tax credit transfer unless the Commission
determines that such failure was for good cause shown.

(f) In the event that a tax credit voucher is sold, assigned or otherwise transferred
to a business entity that is treated as a pass-through entity for federal income tax
purposes, the tax credits evidenced by such voucher shall not be deemed to be
allocated or otherwise transferred to any partner, member, shareholder or other
equity owner of such transferee (notwithstanding any provision of the governing
documents of such entity), and such tax credits shall only be transferred to any such
partner, member, shareholder or other equity owner by sale, assignment or other
transfer of the tax credit evidenced by such voucher in the manner provided for in
this section 12-217kk-13 of the Regulations of Connecticut State Agencies, subject
to the limitation that no tax credit or any fractional part thereof may be assigned

or otherwise transferred, in whole or in part, more than three times.
(Adopted effective June 26, 2009)
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Digital Animation Production Company Tax Credit Program

Sec. 12-2171l-1. Statement of purpose

These rules and regulations, which were drafted in consultation with the Depart-
ment of Revenue Services, have been adopted to implement and are intended to be
applied so as to accomplish the purposes of the digital animation production company
tax credit program as established by section 12-217Il of the General Statutes. The
digital animation production company tax program is administered by the Connecti-
cut Commission on Culture and Tourism and is designed to encourage the develop-
ment of strong digital animation production activity within the State so as to increase
employment and foster a more productive state economy.

(Adopted effective February 5, 2009)

Sec. 12-21711-2. Definitions

As used in sections 12-2171I-1 to 12-2171l-12, inclusive, of the Regulations of
Connecticut State Agencies:

(1) ““‘American Institute of Certified Public Accountants (AICPA)’’ shall mean
the national organization which establishes financial, accounting and auditing proce-
dures to which certified public accountants (CPAs) must adhere.

(2) ““‘Applicant’’ or ‘‘the applicant’’ shall mean, as the context of these regulations
shall require:

(A) A digital animation production company which applies to the Commission
for certification as a state-certified digital animation production company; or,

(B) A state-certified digital animation production company which applies to the
Commission for a digital animation tax credit voucher.

(3) ““Commission’’ shall mean the Connecticut Commission on Culture and
Tourism.

(4) ““Commissioner’’ shall mean the Commissioner of Revenue Services.

(5) “‘Detailed cost report’” or ‘‘cost report’” shall mean the itemized expenses or
costs report filed with the Commission by an applicant for a tax credit voucher as
described in section 12-2171I-7 of the Regulations of Connecticut State Agencies.

(6) ‘‘Digital animation production activity’’ shall have the same meaning as
provided in subsection (a) of section 12-217Il of the Connecticut General Statutes.

(7) “‘Digital animation production company’’ shall have the same meaning as
provided in subsection (a) of section 12-2171l of the Connecticut General Statutes.

(8) “‘Financial Accounting Standards Board (FASB)’’ shall mean the board desig-
nated by the AICPA to have the authority to set and specify generally accepted
accounting principals (GAAP).

(9) “‘Full-time employee’” shall have the same meaning as provided in subsection
(a) of section 12-2171l of the Connecticut General Statutes.

(10) “‘Income year’’ shall mean the period established by an applicant for federal
income tax purposes.

(11) ““Production expenses or costs’’ shall have the same meaning as provided
in subsection (a) of section 12-217II of the Connecticut General Statutes.

(12) ““State’’ shall mean the State of Connecticut;

(13) *“State-certified digital animation production company’’ shall have the same
meaning as provided in subsection (a) of section 12-217I of the Connecticut General
Statutes; and,

(Adopted effective February 5, 2009)
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Sec. 12-2171l-3. Application for certification as state-certified digital anima-
tion production company

(a) An applicant shall file a written application for certification with the Commis-
sion under oath on such forms as the Commission may prescribe.

(b) An applicant seeking certification shall provide the Commission with informa-
tion including, but not limited to, the following:

(1) Legal name, address and telephone number;

(2) Name, title and telephone number of primary contact person and other persons
associated with the applicant whom the Commission may contact to discuss the
application information;

(3) Type of business entity (i.e., proprietorship, partnership, corporation, etc.);

(4) Satisfactory evidence from the Secretary of the State and the Commissioner
that the applicant is qualified to do business in the State and is registered as a taxpayer;

(5) Federal Employer Identification Number (FEIN) or Tax Identification Num-
ber (TIN);

(6) Detailed description of digital animation production activity engaged in by
the applicant;

(7) Detailed description of digital animation production activity conducted by the
applicant in this state;

(8) Detailed description of business activity other than digital animation production
activity engaged in by the applicant;

(9) Detailed description of all locations where the applicant maintains facilities
at which digital animation production activity is conducted and description of
that activity;

(10) Listing of the total number of the applicant’s full time employees and facility
where employed;

(11) Actual or estimated total annual production expenses or costs incurred in
the state;

(12) The applicant’s certification that it will at all times maintain its books
and records in accordance with generally accepted accounting principles (GAAP)
consistently applied in connection with the conduct of its digital animation production
activity in this state;

(13) The applicant’s certification that it does not and will not engage in digital
animation production activity which requires the maintenance of records pursuant
to 18 U.S.C. § 2257;

(14) Date that the applicant began, or will begin, conducting digital animation
production activities at facilities in this state;

(15) The applicant’s income year; and,

(16) Such additional pertinent application information concerning the applicant,
its officers and directors or its digital animation production activity as the Commis-
sion may request.

(c) Upon the Commission’s written request, the applicant shall provide any neces-
sary written authorization for the release of information concerning the applicant or
its digital animation production activity from any federal, state or local governmental
agency including financial reports and records relating to the applicant or its activity.

(d) An applicant is responsible for the accuracy of all data, information and
documentation included with the application. The applicant shall be responsible for
updating application data, information and documentation as soon as practicable
after material changes in said information. All applications, information and docu-
mentation shall become the property of the Commission upon submission.
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(e) If the Commission determines after review that an application is incomplete,
it may request in writing that the applicant submit additional pertinent application
information which shall be submitted within fifteen (15) days after the applicant’s
receipt of the Commission’s request. If the Commission determines that the applica-
tion remains incomplete after such additional time period, no further processing of

said application shall take place.
(Adopted effective February 5, 2009)

Sec. 12-2171l-4. Disposition of application for certification

(a) The Commission shall review all complete applications submitted pursuant
to section 12-2171I-3 of the Regulations of Connecticut State Agencies and determine
whether the criteria for certification as a state-certified digital animation production
company under sections 12-2171I-1 to 12-2171I-12, inclusive, of the Regulations of
Connecticut State Agencies have been met.

(b) If the Commission finds that such criteria have been met it shall issue written
notice of such certification to applicant and provide applicant with a unique identifi-
cation number which shall be referenced on all future correspondence and notices
filed with the Commission.

(c) The Commission’s written notice that the applicant is a state-certified digital
animation production company shall not grant or convey any state tax credits or
benefits and signifies only that the Commission has determined that the criteria
for such certification under sections 12-2171/-1 to 12-2171l-12, inclusive, of the
Regulations of Connecticut State Agencies have been met at the time of the Commis-

sion’s review of the application.
(Adopted effective February 5, 2009)

Sec. 12-2171l-5. Fiscal and accounting requirements

(a) Each state-certified digital animation production company shall utilize an
accounting system which conforms to generally accepted accounting principles
(GAAP) in accounting for the production expenses or costs to be included in the
detailed cost report which shall accompany an application for issuance of a digital
animation production company tax credit voucher.

(b) The following accounting records and documentation, at a minimum, shall
be made and maintained by a state-certified digital animation production company:

(1) Invoices, purchase orders, vouchers, paid bills, and production reports;

(2) Individual payroll and attendance records for all employees consistent with
the requirements imposed upon employers generally under applicable federal and
state law;

(3) Records relating to refunds, rebates, invoicing errors, purchase returns, sales of
equipment or other tangible property or other production assets and insurance claims;

(4) Records relating to costs and expenses regarding the ownership or lease of
any real property;

(5) Records relating to costs and expenses regarding the purchase of any tangible
personal property;

(6) Records relating to any related party transaction sufficient to permit the
independent auditor to provide the information required pursuant to subsection 12-
21711-9(c)(3) of the Regulations of Connecticut State Agencies; and,

(7) Records relating to production expenditures or costs for optioning or purchas-
ing intellectual property as such costs are described and permitted under subsection
(a) of section 12-2171l of the Connecticut General Statutes.

(Adopted effective February 5, 2009)
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Sec. 12-2171l-6. Application for issuance of a digital animation production
company tax credit voucher; independent audit

(a) A state-certified digital animation production company may apply to the
Commission for issuance of a tax credit voucher(s) not more than twice in any income
year on such forms as the Commission may prescribe. Upon the Commission’s
determination that the applicant has satisfied all the criteria for issuance of a tax
credit voucher(s), the Commission shall certify the total production expenses or
costs incurred during the period encompassed by the cost report and the actual
amount of the tax credit awarded to the applicant. The Commission shall not award
digital animation production company tax credits which exceed in the aggregate
the state fiscal year cap as provided in subsection (g) of section 12-217Il of the
Connecticut General Statutes.

(b) With each application for a tax credit voucher the applicant shall file with
the Commission the detailed cost report together with an audit report of such

cost report.
(Adopted effective February 5, 2009)

Sec. 12-2171l-7. Detailed cost report

(a) Each applicant for a tax credit voucher shall file with the Commission, under
oath, a detailed cost report on such forms as the Commission may prescribe.

(b) The detailed cost report shall classify costs and expenditures actually incurred
by the applicant under each of the categories specified below:

(1) Talent costs;

(2) Payroll;

(3) Overhead;

(4) Post production; or

(5) Other.

(c) Within the foregoing general expense or cost categories, the Commission may
prescribe such sub-categories as it deems necessary to facilitate applicant’s reporting
of its production expenses or costs and the Commission’s review of such production

expenses and costs.
(Adopted effective February 5, 2009)

Sec. 12-217/I-8. Limitations on allowable production expenses or costs

(a) An applicant may include only actual, paid production expenses or costs in
the detailed cost report. The cost report must provide sufficient information so that
an independent auditor can verify the production expenses or costs and determine
whether such costs are allowed pursuant to the act and these regulations.

(b) Refunds, rebates, insurance claim recoveries, discounts, invoicing errors,
returns and other such credits must be credited against the expenses or costs itemized
in the cost report.

(c) When an applicant incurs related party transaction costs, the costs allowable
shall be limited to the fair market value as determined by the Commission of the
services, goods or other tangible property provided to applicant by the related party.

(d) Production expenses or costs which have been included in any prior application
for a tax credit voucher or included in an application for a tax credit under sections
12-217jj or 12-217kk of the Connecticut General Statutes or any other section of
the Connecticut General Statutes shall not be allowable.

(e) Expenses or costs related to the transfer of any tax credit shall not be allowable.

(Adopted effective February 5, 2009)
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Sec. 12-21711-9. Scope of and procedures for audit

(a) The purpose of the independent audit is to provide assurances to the Commis-
sion that the production expenses or costs set forth in the detailed cost report have
in fact been expended and are otherwise accurate and reasonable.

(b) The audit shall be completed in accordance with generally accepted auditing
standards as established by the AICPA and FASB and shall be at the sole cost and
expense of the applicant. The audit shall be performed by a certified public accountant
licensed in this State, unrelated to the applicant and having no direct or indirect
financial interest in the applicant or applicant’s digital animation production activity.

(c) The auditor’s report shall state that the audit was conducted in accordance
with this section and shall include or comply with the following:

(1) A schedule disclosing the applicant’s non-compliance with any applicable
law, regulation, provision of contracts or other agreements which could have a
material effect on the expenses or costs reported in the detailed cost report;

(2) A schedule disclosing all sources of funds used by the applicant to finance
the digital animation production activity including any non-cash or barter transactions
included in the detailed cost report;

(3) A schedule disclosing all related party transactions as such are defined,
specified and explained by the Financial Accounting Standards Board (FASB) in
Statement No. 57 and which are encompassed in the detailed cost report to include:

(A) The name of the related party;

(B) The nature of the relationship between the related party and the applicant; and,

(C) A description of the nature of the transaction and the amount.

(4) The auditor’s opinion shall be dated as of the date that audit fieldwork was
completed and shall be addressed to the applicant;

(5) The auditor shall have demonstrated knowledge and familiarity with the
accounting practices generally recognized in the digital animation or other media
production industry and shall cooperate fully with the Commission in responding
to the Commission’s post audit inquiries and in complying with such audit guidelines
applicable to all such audits as the Commission may prescribe in writing; and,

(6) The audit work papers must be maintained by the auditor for a period of six
(6) years from the date that the audit was submitted to the Commission and shall
be made available to the Commission upon written request.

(Adopted effective February 5, 2009)

Sec. 12-21711-10. Disposition of application for tax credit vouchers

(a) The Commission shall review the application and the independent audit and
evaluate whether the applicant has met the criteria set forth under sections 12-2171I-
1 to 12-2171l-12, inclusive, of the Regulations of Connecticut State Agencies for
issuance of digital animation tax credit vouchers. If the Commission determines
that the applicant has met such criteria, it shall thereupon issue written tax credit
voucher(s) which shall certify the total production expenses or costs substantiated
to the satisfaction of the Commission and the amount of the tax credit(s) awarded.

(b) If the Commission determines after its evaluation that the applicant has not
met the established criteria for issuance of tax credit vouchers, it shall notify the
applicant in writing of the deficiencies in the application or audit and the remedial
action, if any, that is required of the applicant before the Commission can act on
the application for issuance of tax credit voucher(s).

(c) The Commission shall provide a unique identification number on each tax
credit voucher issued which shall include a reference to the Commission’s identifica-
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tion number assigned at the time the Commission’s notice of certification as a state-
certified digital animation production company was issued pursuant to the provisions
of section 12-2171I-4 of the Regulations of Connecticut State Agencies.

(Adopted effective February 5, 2009)

Sec. 12-21711-11. Confidentiality of application information and documents

When an applicant or other entity submits information it considers to be of a
proprietary or confidential nature in connection with its applications for eligibility
certification and issuance of tax credit vouchers or notice of transfer of tax credits,
such information shall be clearly marked or labeled ‘‘CONFIDENTIAL’’ in capital
letters. The applicant or other entity shall also submit a statement briefly setting
forth the grounds on which the information should be treated as confidential. Upon
the Commission’s determination that such information may be lawfully maintained
by it as confidential, it shall maintain such portions of the application or notice of
transfer of tax credits as confidential to the extent permitted by law.

(Adopted effective February 5, 2009)

Sec. 12-21711-12. Transfers of tax credits

(a) Tax credit vouchers may be sold, assigned or otherwise transferred by the
applicant to one or more taxpayers, in whole or in part, up to a maximum of three
(3) times and to the extent the tax credit has not previously been claimed. Any
taxpayer assigned a tax credit must claim such assigned credit in the same income
year that the applicant was eligible to claim the tax credit.

(b) Each tax credit voucher transferor and transferee shall jointly provide written
notice of such transfer to the Commission on such forms as may be prescribed by
the Commission, not later than thirty (30) days after the transfer. For the purposes
of subsections 12-217/l(b)(2) and (d) of the Connecticut General Statutes, a taxpayer
to which a tax credit evidenced by a tax credit voucher may be sold, assigned or
otherwise transferred, or that may sell, assign or otherwise transfer such tax credit,
shall include a corporation, partnership, limited liability company, or other business
entity; provided, however, that the tax credits evidenced by such tax credit voucher
may only be claimed against the taxes imposed under chapters 207 and 208 of the
Connecticut General Statutes.

(c) The written notice to the Commission of transfer shall include the following:

(1) The tax credit voucher number;

(2) The date of transfer;

(3) The total amount of credit transferred;

(4) The tax credit voucher balance before and after the transfer;

(5) The transferor’s and transferee’s federal tax identification numbers;

(6) Consideration paid by the transferee for the transfer; and,

(7) Such other information as the Commission may require.

(d) Failure to comply with all transfer notification requirements contained in this
section and subsection (d) of section 12-217Il of the Connecticut General Statutes
shall result in the disallowance of the tax credit transfer until such time as the
Commission determines that the transferor and transferee are in full compliance.
The Commission shall provide notice to the Commissioner of any such disallowance
and subsequent allowance of the tax credit transfer, if requested by the Commissioner.

(e) Failure to comply with the time limitation for notice to the Commission of
such transfer in subsection (b) of this section and subsection (d) of section 12-2171]
of the Connecticut General Statutes shall result in the disallowance of such tax
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credit transfer unless the Commission determines that such failure was for good
cause shown.

(f) In the event that a tax credit voucher is sold, assigned or otherwise transferred
to a business entity that is treated as a pass-through entity for federal income tax
purposes, the tax credits evidenced by such tax credit voucher shall not be deemed
to be allocated or otherwise transferred to any partner, member, shareholder or other
equity owner of such transferee (notwithstanding any provision of the governing
documents of such entity), and such tax credits shall only be transferred to any such
partner, member, shareholder or other equity owner by sale, assignment or other
transfer of the tax credit voucher evidencing such tax credits in the manner provided
for in this section, subject to the limitation that no tax credit voucher or any fractional
part thereof may be assigned or otherwise transferred, in whole or in part, more
than three times.

(Adopted effective February 5, 2009)
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The Traffic Reduction Tax Credit Program

Sec. 12-217s-1. Definitions

As used in sections 12-217s-1 to 12-217s-10, inclusive:

(1) ‘*Affected employer’’ means an affected employer, as defined in section
13b-380 of the Connecticut General Statutes;

(2) **Approved direct cost’”” means a direct cost which is claimed on the tax
credit application and is determined by the department to support aqualified corpora-
tion's traffic reduction program;

(3) ‘Certified credit’’ is the amount that a corporation may claim on its annual
return, as certified by the department;

(4) ‘“*Corporation’ means any company which is required to pay atax for the
privilege of carrying on or doing business within the State in a corporate capacity
pursuant to Chapter 208 of the Connecticut General Statutes,

(5) ‘““Credit year’” means a year in which the department reviews tax credit
applications and determines the amount of tax credits which will be received by
each corporation that submitted a tax credit application;

(6) ‘‘Department’’ means the Connecticut Department of Transportation;

(7) **Commissioner’’ means the Commissioner of Transportation;

(8) “*‘DRS"’ means the Connecticut Department of Revenue Services,

(9) “*Eligible Credit’” meansthe amount of credit calculated for each corporation
by the department after adjustment for the statutory limit;

(20) ““Incomeyear’’ meansthe corporation’ sfiscal year in which the corporation
incurred direct costs for traffic reduction programs and services related thereto;

(11) **Maximum €ligible credit’’ means the amount of credit calculated for each
corporation by the department prior to adjustment for the statutory limit;

(12) “*Participating employee’’ means an affected employee who utilizes a
commute option at least 1 day per week, as certified by the qualified corporation
employer;

(23) “*Plan”” means any plan submitted by an affected employer pursuant to
section 13b-38p of the Connecticut General Statutes.

(14) ** Statutory Limit’’ meansthe total amount of credits available under section
12-217 of the Connecticut General Statutes to all qualified corporationsin a single
credit year; and

(15) ““Work Location” means a site, building, group of buildings or set of
contiguous buildings or portion thereof, under ownership, operation or control of
an affected employer where employees perform work.

(Adopted effective April 1, 1999)

Sec. 12-217s-2. Qualification for the credit

Only qualified corporations are eligible for the Traffic Reduction Tax Credit. A
qualified corporation is a corporation that:

(2) Is an affected employer;

(2) Participates in the traffic reduction program pursuant to sections 13b-380
through 13b-38X, inclusive, of the Connecticut General Statutes;

(3) Has incurred, on or after January 1, 1995, direct costs to implement a traffic
reduction program at each work location; and

(4) Has a plan that has been approved by the department.
(Adopted effective April 1, 1999)
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Sec. 12-217s-3. Limitations

The amount of the credit in asingle credit year aqualified corporation may claim
expenses for the operation of the traffic reduction program shall be limited to
whichever of the following amounts is the least:

(1) Fifty percent of the approved direct costs incurred by the corporation during
the credit year;

(2) $250 per participating employee;

(3) Theamount certified by the department after adjusting for the statutory limit; or

(4) The amount of tax imposed upon such corporation under Chapter 208 of the
Connecticut General Statutes.

(Adopted effective April 1, 1999)

Sec. 12-217s-4. Traffic reduction plans

A plan submitted to and approved by the department and in effect on November
14, 1996 shall be deemed to be a traffic reduction plan. A qualified corporation’s
traffic reduction plan shall be deemed to have remained in effect during the period
November 15, 1996 to the final adoption of these regulations provided the qualified
corporation submits an annual update pursuant to section 38b-138p of the Connecti-

cut General Statutes within 180 days of the adoption of these regulations.
(Adopted effective April 1, 1999)

Sec. 12-217s5. Approval of plans and annual updates

(a) Upon receipt of atraffic reduction plan, annua update, or their revisions, the
department shall evaluate the plan or annual update.
(b) The department shall notify the affected employer by mail that the plan or

annual update is approved, approved with conditions, or disapproved.
(Adopted effective April 1, 1999)

Sec. 12-217s-6. Direct costs

(8) A direct cost is a cost that:

(1) Directly supports a traffic reduction program and was incurred primarily for
the purpose of encouraging or supporting the use of a trip reduction measure;

(2) Can be audited using generally accepted accounting procedures; and

(3) Is customary and reasonable in amount for the service or the product.

(b) Direct costs include, but are not limited to:

(2) On-going or occasional cash or in-kind gifts or benefits of greater than nominal
financial value provided to affected employees in exchange for their utilization or
consideration of trip reduction measures,

(2) Capital and operating costs to provide or upgrade facilities, vehicles, vehicle
services, and equipment, the primary purpose of which is to promote or support the
use of trip reduction measures,

(3) Salary and benefit costs for employees and any contract staff to conduct traffic
reduction program activities or administer the programs, and costsfor office expenses
and equipment directly related to the traffic reduction programs. Annual costs for
staff who work part-time shall be prorated by the annual hours the employee devotes
to traffic reduction program activities relative to the total hours worked; or

(4) Costs to prepare and distribute traffic reduction program information and
costs to sponsor promotional activities and events.

(c) Thedirect cost for a service provided internally by corporate staff rather than
by an outside vendor shall be the lesser of:

(1) The documented time and materials costs to provide the service; or

(2) Thereasonable cost of an equivalent serviceif procured from an outside vendor.
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(d) Costs excluded from direct costs include but are not limited to:

(1) Benefits provided to employees not defined as participating employees,

(2) Capital costs in excess of tax depreciation schedules; or

(3) Salary costs and benefit costs such as overhead and indirect costs not directly
attributable to the traffic reduction program, and costs related to the preparation
and submission of plans.

(e) The total direct costs claimed by a corporation for purposes of the tax credit
shall be the sum of direct costs less any revenue or reimbursement received by the
corporation asadirect result of the voluntary traffic reduction program, including any
gain from the sale of any capital equipment for which acredit waspreviously claimed.

(Adopted effective April 1, 1999)

Sec. 12-217s-7. Application for tax credit

(a8) A qualified corporation shall apply for the tax credit on the department’s
form. No qualified corporation may claim the credit on its corporation business tax
return unless it has received written notification from the department approving the
amount of the affected employer’s certified credit pursuant to section 12-217s-9
of the Regulations of Connecticut State Agencies. Applications shall be made in
accordance with this section:

(b) Qualified corporations shall submit acompleted application form to the depart-
ment by 4:00 p.m. on July 1st (if July 1st is a Saturday, Sunday or holiday, by 4:00
p.m. on the first business day following July 1st).

(c) Application forms shall include the following information:

(1) The corporation’s name, address, Connecticut tax registration number and
Federal employer identification number;

(2) All direct costs incurred for each income year on or after January 1, 1995
contained in the application;

(3) The number of participating employees,

(4) All information requested by the Commissioner on the application form;

(5) Signature of a duly authorized officer of the corporation and evidence of the
signatory’ s authority made under penalty of false statement as provided in sections
53a-157b of the Connecticut General Statutes; and

(6) The income year for which the application for credits is being filed.

(d) Each corporation participating in a plan with one or more other corporations
shall submit individual tax credit applications. Corporations shall assign proportion-
ate shares of direct costs jointly incurred by such corporations. Failure to properly
assign shares may result in the rejection of all applications associated with the plan.

(Adopted effective April 1, 1999)

Sec. 12-217s-8. Department determination of eligible credit

(8) Each corporation’s eligible credit shall be determined by the department on
or before November 1st of each year, by the following procedure.

(1) The department shall compare the direct costs on the application form and
the reduction measuresin the approved plan or annual update (for each work location,
if more than one) to determine if the direct costs on the application support the
traffic reduction measures, and are reasonable for the level of effort described in
the plan or annual update. If the department determines that the costs support the
traffic reduction measures and are reasonable for the level of effort described in
the plan, the department will approve the direct costs on the application.

(b) The department shall then calculate the qualified corporation’s maximum
eligible credit for each year on the application as the lesser of the following two
amounts:
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(1) The number of participating employees multiplied by $250; or

(2) Fifty percent of the total approved direct costs.

(c) The department shall total the maximum eligible credits for al qualified
corporations submitting applications for each credit year. If the total maximum
eligible credits for all qualified corporations for a single credit year are less than
or equal to the statutory limit, the eligible credit for any corporation shall be the
amount of maximum eligible credit set for that corporation by the department. If
the total maximum eligible credits for all qualified corporations for a single credit
year are more than the statutory limit, the department will determine the amount
of eligible credit to be a prorated percentage of the maximum eligible credit by the
following formula:

EC= MEC x (SL/TMEC)
where:
EC = Qualified corporation’s eligible credit
MEC = Qualified corporation’s maximum eligible credit
SL = Statutory limit
TMEC = Total of maximum €eligible credits for al qualified corporations

Example: A qualified corporation’s approved direct cost to implement its traffic
reduction program is determined to be $20,000. That corporation has 45 participating
employees. That corporation’s ‘*maximum eligible credit’” (MEC) is the lesser of
50% of the corporation’s approved direct cost ($20,000 x 50% = $10,000) or $250
per participating employee ($250 x 45 = $11,250). Therefore, that corporation’s
maximum eligible credit is $10,000.

Continuing this example, the total maximum eligible credits for all qualified
corporations (TMEC) is $2,000,000. The statutory limit (SL) is $1,500,000. Based
upon the above, the corporation’s Eligible Credit (EC) would be calculated to be
$7500 which equals ($10,000 [MEC] x ($1,500,000 [SL] / $2,000,000) [TMEC]).

(Adopted effective April 1, 1999)

Sec. 12-217s9. Certification of eligible credit

The department will issue to each qualified corporation that has claimed a credit,
written notification designating the amount that may be claimed on the corporation’s
corporate business tax return. For income years commencing prior to January 1,
1998, the department will instruct the corporation regarding which income year the
corporation shall take the credit against its tax. For income years commencing on
or after January 1, 1998, the corporation shall take the credit against its tax for the

income year in which it incurred the expenditures.
(Adopted effective April 1, 1999)

Sec. 12-217s-10. Document production and record keeping

Copies of al records and documents generated by or on behalf of the corporation
pursuant to sections 12-217s-1 through 12-217s-10, inclusive, of the Regulations
of Connecticut State Agencies, shall be retained so long as the contents thereof may
become material in the administration of the tax imposed under Chapter 208 of the
Connecticut General Statutes.

(Adopted effective April 1, 1999)
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Hiring Incentive Tax Credit Program

Sec. 12-217y-1. Definitions

As used in sections 12-217y-1 through 12-217y-8, inclusive, of the Regulations
of Connecticut State Agencies:

(1) “*Application period’”’ means July 1 through December 31;

(2) “‘Business firm'’ means a ‘‘business firm,”’ as defined in section 12-217y of
the Connecticut General Statutes,

(3) **Commissioner’’ or ‘‘Labor Commissioner’’ means the Commissioner of the
Connecticut Department of Labor;

(4) **Department’” means the Connecticut Department of Labor;

(5) “‘Employed’’ means being in the service of another under any contract of
hire creating the relationship of employer and employee or participating in a job
training program approved by the Labor Commissioner, as defined in subsection
(8) of this section;

(6) ‘‘Fiscal year'” means the State's fiscal year, which begins July 1 and ends
June 30;

(7) **Incomeyear’’ means a specific twelve month period conforming to ataxable
year established by the business firm for tax purposes under Chapter 208 of the
Connecticut General Statutes;

(8) ‘*Job training program approved by the Labor Commissioner’’ means (A)
training that is sponsored or approved by the State Department of Labor, (B) any
training approved pursuant to Section 31-236b-1 of the Regulations of Connecticut
State Agencies, or (C) training that is sponsored by any other department of state
or federal government or municipality or regional workforce development board
established under section 31-3k of the Connecticut General Statutes in the State, or
any labor organization, or private employer which provides the individua with
educational and/or skill development opportunities to enhance the individual’'s
employability and meets the approva of the Commissioner;

(9) ‘*Qualifying employee’’ means, for purposes of fiscal year 2000 or with
respect to the business firm's income year commencing in 2000 or thereafter, any
employee who, upon the initial hiring of such employee, is employed not less than
thirty hours per week for afull calendar month by the same business firm and who,
at the time of being hired by such firm, is and has been receiving benefits from
the temporary family assistance program for more than nine consecutive months
immediately preceding the date of hire;

(10) **Temporary family assistance program’’ means the program described in
8§ 17b-112 of the Connecticut General Statutes;

(121) “*United States Mail’’ means mail delivered by the United States Postal
Service or by any delivery service designated by the Secretary of the Treasury of
the United States pursuant to Section 7502 of the Internal Revenue Code of 1986,
or any subsequent corresponding Internal Revenue Code of the United States, as
from time to time amended. Any reference in sections 12-217y-1 to 12-217y-8,
inclusive, of the Regulations of Connecticut State Agencies to a postmark made by
the United States Postal Service shall be treated as including a reference to any
date recorded or marked in the manner described in said Section 7502 of said
Internal Revenue Code by adesignated delivery service, and any referencein sections
12-217y-1t0 12-217y-8, inclusive, of the Regulations of Connecticut State Agencies
to United States registered or certified mail shall be treated as including a reference
to any substantially equivalent service provided by adesignated delivery service; and
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(12) “*Work site’’ means a distinct geographical location secured by the business
firm where employment is regularly performed.
(Adopted effective October 5, 2000)

Sec. 12-217y-2. Program purpose

This program provides eligible business firms with a corporation business tax
credit of $125 for each full calendar month that the business firm employs an
individual who has received for more than nine months, and continues to receive,
benefits from the temporary family assistance program. The total amount of credits
awarded to all eigible business firms through the Hiring Incentive Tax Credit
Program is limited to $1 million per fiscal year.

(Adopted effective October 5, 2000)

Sec. 12-217y-3. Application and approval process

(a) Business firms shall submit their applications for credits under the Hiring
Incentive Tax Credit Program annually to the Commissioner within the application
period. The Commissioner shall approve or disapprove each application within sixty
(60) days of receipt based upon the information submitted, the timeliness of the
application, and the amount of tax credits remaining in the annual allotment for the
fiscal year.

(b) The Department shall process applicationsin the order which they arereceived.

(c) With its application for the Hiring Incentive Tax Credit, each business firm
shall furnish to the Department:

(1) The business firm's Connecticut Tax Registration Number and Federal
Employer Identification number;

(2) The business firm’'s principal place of business;

(3) The number of employees working in the State of Connecticut as of the time
of application;

(4) The beginning and ending date of the business firm's income year for tax
purposes;

(5) The amount of tax credits requested by the business firm;

(6) The number of work sites located in Connecticut; and

(7) A job order for each position to be filled by a qualifying employee which
indicates:

(A) The number of hours of work per week;

(B) The nature of the position;

(C) The nature of any job training involved with the position; and

(D) The projected employment starting date.

(d) Business firms seeking tax credit reservations should file their applications
and accompanying information with the Connecticut Department of Labor, Program
Support Unit, 200 Folly Brook Boulevard, Wethersfield, CT 06109 during the
application period.

(e) Except as provided in subsection (f) of this section, the maximum number of
tax credit reservations allocated to a business firm will be dependent on the size of
the business firm at the time of application.

(2) Business firms with one (1) to two hundred and forty-nine (249) Connecticut
employees may receive up to five (5) tax credit reservations.

(2) Business firms with two hundred and fifty (250) to four hundred and ninety-
nine (499) Connecticut employees may receive up to ten (10) tax credit reservations.

(3) Business firms with five hundred (500) or more Connecticut employees may
receive up to twenty-five (25) tax credit reservations.
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(f) Any business firm with more than one work site located in Connecticut may
receive five (5) tax credit reservations for each Connecticut work site, regardless
of the number of Connecticut employees employed by the business firm.

(g) Upon review of the business firm's application, the Department shall notify
business firms in writing that their tax credit reservations have been approved or
denied. If the application is approved, the notification shall specify the number of
tax credit reservations approved. If the Department denies an application, it shall
notify the business firm, in writing, of the reasons for the denial.

(h) If a business firm has received a tax credit reservation but fails to hire a
qualified employee within thirty days of the projected hiring date as submitted to
the Department on its application, the Department may reallocate the reservation
to the next eligible firm based on the date of application submittal.

(Adopted effective October 5, 2000)

Sec. 12-217y-4. Allocation of tax credit

If the Commissioner approves the application, and the maximum number of
allowable tax credit reservations for that fiscal year has not yet been alocated, the
Commissioner shall allocate and reserve an amount of tax credits for such firm as
provided in subsections (e) and (f) of section 12-217y-3 of the Regulations of
Connecticut State Agencies. If tax credit reservations remain available at the close
of the application period, additional tax credit reservations may then be approved
by date of request up to the maximum available credits remaining.

(Adopted effective October 5, 2000)

Sec. 12-217y-5. Certification process

(a) Any businessfirm seeking thetax credit shall apply for and receive certification
from the Department that the employee for whom it is seeking the tax credit is a
qualifying employee before the business firm can claim the tax credit onits Connecti-
cut corporation business tax return. To apply for certification, business firms shall
submit, by letter postmarked not later than the twenty-first day after an employee’s
employment starting date:

(2) The name of the qualifying employee on the form provided by the Department
and a statement indicating that the individual is and has been receiving Temporary
Family Assistance for more than nine consecutive months at the time of the employ-
ment starting date; and

(2) The Socia Security number of the qualifying employee.

(b) The Department shall issue to the business firm either a written tax credit
certification of an employee’s eligibility or awritten denial of certification for each
employee who is the subject of the tax credit eligibility application.

(c) The Department will issue additional tax credit certifications, if necessary, to
replace certified employees who are terminated during the business firm's

income year.
(Adopted effective October 5, 2000)

Sec. 12-217y-6. Business firm to submit report at end of income year

(a) Within thirty days of the end of its income year, the business firm which has
received a tax credit certification shall submit a report to the Department of Labor,
which specifies the number of full calendar months that it employed a qualifying
employee during the income year, including alog of the specific dates of the weeks
and number of hours per such weeks that the qualifying employee was employed
and the name and Social Security number of each qualifying employee. The Depart-
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ment shall notify eligible business firms in writing that they are approved to claim
the credit. The notification shall specify the amount of credit the business firm may
claim on behalf of each qualifying employee and the total amount of credit the
business firm may claim under the Hiring Incentive Tax Credit Program. A copy
of this notification shall be attached by the business firm to its corporate business
tax return filed with the Department of Revenue Services.

(b) The Department will provide the Department of Revenue Services with a
list of each business firm's certified employees and the amount of the firm's tax
credit eligibility.

(Adopted effective October 5, 2000)

Sec. 12-217y-7. Timeliness; evidence of mailing

(a) Materials submitted by the business firm shall be filed timely if the materials
are received by the Department’s Office of Program Support within the specified
time period or bear alegible United States mail postmark which indicates that within
such time period it was placed in the possession of the postal authoritiesfor delivery
to the Department. If the postmark bears a date that falls beyond the specified time
frame, the document shall be considered not timely filed. If the last day of the
specified time frame for filing falls on a day when the Department was not open
for business, thelast day shall be extended to the next business day of the Department.
Postage meter postmarks alone, other than those provided by the United States
Postal Service, are not acceptable as evidence of timely filing unless received within
a reasonable amount of time through the United States Postal Service.

(b) If the envelope has a United States Postal Services postmark in addition to
another postmark, the postmark not made by the United States Postal Service or
any designated delivery service described in subsection (11) of section 12-217y-1
of the Regulations of Connecticut State Agencies shall be disregarded. Whether the
envelope was mailed in accordance with this subsection shall be determined solely
on the basis of whether the document was deposited within the prescribed time in
the mail in the United States with sufficient postage prepaid.

(c) If the document is sent by United States Registered mail, the date of the
registration of the document shall be treated as the postmark date.

(d) If the document is sent by United States Certified mail and the sender’ s receipt
is postmarked by the postal employee to whom such document is presented, the
date of the United States postmark on such receipt shall be treated as the postmark
date of the document.

(e) In cases where there are multiple United States Postal Service postmarks, the
earliest postmark is used to determine the filing date, such as mail that is forwarded
from the receiving office to the certifying office.

(f) If the postmark on the envelope is not legible, and the Department has no
evidence of receipt within reasonable mail delivery time, the business firm or
business firm representative who is required to file the document has the burden of
proving the time when the postmark was made. If the cover containing a document
bearing a timely postmark made by the United States Postal Service is received
after the time when adocument postmarked and mailed at such timewould ordinarily
be received, the sender may be required to prove that it was timely mailed. To
establish that proof, the employer or his or her representative must show:

(2) that it was actually deposited in the mail before the last collection of the mail
from the place of deposit not later than the last day of the prescribed time frame;

(2) that the delay in receiving the document was due to adelay in the transmission
of the mail; and
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(3) the cause of such delay.
(Adopted effective October 5, 2000)

Sec. 12-217y-8. Tax credit carry forwards

The amount of tax credit alowed to a business firm which is not used in the
income year in which the expenditure was made may be carried forward for the

five immediately succeeding income years until the full credit has been alowed.
(Adopted effective October 5, 2000)
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Corporation Business Tax

Sec. 12-218-1. Definitions

(a) ‘*Entirenetincome’’ means net income apportioned to this state under section
12-218. Only a company which is taxable both within and without this state shall
be entitled to apportion its net income to this state. In the case of a company which
is not taxable both within and without this state, any reference to its entire net
income means its net income.

(b) ‘‘Entire net loss’ means the excess (of allowable deductions over gross
income) apportioned to this state under section 12-218. Only a company which is
taxable both within and without this state shall be entitled to apportion its excess
(of allowable deductions over gross income) to this state. In the case of a company
which is not taxable both within and without this state, any reference to its entire
net loss means its excess of allowable deductions over gross income.

(c) The commissioner, in his discretion, may require a company which files its
annual return as if it were ‘‘taxable both within and without this state’’ to submit
an officia ruling from a state (which purportedly has taxing jurisdiction over such
company) concerning its jurisdiction to impose a net income tax, a franchise tax
for the privilege of doing business or a corporate stock tax on such company. Such
an official ruling shall in no event bind the commissioner or be deemed conclusive.

(d) The *‘principal place of business’ of a company is deemed to be within this
state if the nerve center from which its officers control and coordinate corporate
activities in furtherance of corporate objectivesis within this state, or if the location
of its overal, active management is within this state.

(e) Interest income and intangible assets are ‘‘managed or controlled’” by a
company within this state if—

(1) an office separate and distinct (if applicable) from the principal place of
business of such company and officers of such company, charged with or responsible
for the administration of, and the routine corporate activitiesinvolving, this particular
aspect (interest income and intangible assets) of business operations are within this
state; or

(2) no such separate and distinct office (as described in subdivision (1) ) exists
within or without this state, but the principal place of business of such company is
within this state.

(Effective July 21, 1982)

Sec. 12-218-2. Derivation of income or loss

(@) Whether or not the net income or loss of a company is derived from the
manufacture, sale or use of tangible personal or real property shall be determined
by examining its business wherever carried on and not just by examining its business
carried on within this state.

(b) The primary derivation of net income or loss shall be controlling. If the net
income or loss of acompany is primarily derived from the manufacture, sale or use
of tangible personal or real property and only secondarily derived from an activity
not involving the manufacture, sale or use of tangible personal or real property, the
net income or loss of such company shall be deemed to be derived from the
manufacture, sale or use of tangible personal or real property.

(Effective July 21, 1982)

Sec. 12-218-3. Apportionment fraction

(a) If the netincome or loss of acompany is primarily derived from the manufac-
ture, sale or use of tangible personal or real property, such net income or loss shall
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be apportioned within and without this state by multiplying such net income or loss
by the apportionment fraction, the numerator of which is described in subsection
(b) and the denominator of which is described in subsection (c).

(b) Thenumerator of the apportionment fraction isthe sum of the property factor,
the payroll factor, and twice the receipts factor. These factors are defined in section
12-218 (b). If acompany cannot compute afactor, e.g., if acompany paid no wages,
salaries or other compensation to employees, then a zero shall be substituted for
the factor which cannot be computed.

(c) The denominator of the apportionment fraction is four, unless a company
cannot compute afactor, asillustrated by the examplein subsection (b). If acompany
cannot compute a factor, the denominator of the apportionment fraction is the sum
of the following for the factors which it can compute: in the case of the property
factor, one; in the case of the payroll factor, one; and in the case of the receipts
factor, two. Thus, e.g., if a company cannot compute the payroll factor but can
compute the property factor and the receipts factor, then the denominator of the
apportionment fraction is three.

(Effective August 1, 1983)
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Corporation Business Tax

Sec. 12-219a-1. Definitions

(a) ‘‘Entire additional tax base’’ means the additiona tax base apportioned to
this state under section 12-219a. Only a company which is taxable both within and
without this state shall be entitled to apportion its additional tax base to this state.
In the case of a company which is not taxable both within and without this state,
any reference to its entire additional tax base means its additional tax base.

(b) The commissioner, in his discretion, may require a company which files its
annual return as if it were ‘‘taxable both within and without this state’’ to submit
an officia ruling from a state (which purportedly has taxing jurisdiction over such
company) concerning its jurisdiction to impose a net income tax, a franchise tax
measured by net income, a franchise tax for the privilege of doing business or a
corporate stock tax on such company. Such an officia ruling shall in no event bind
the commissioner or be deemed conclusive.

(c) The “‘principle place of business”’ of a company is deemed to be within this
state if the nerve center from which its officers control and coordinate corporate
activities in furtherance of corporate objectives is within this state, or if the location
of its overall, active management is within this state.

(d) ‘“Private corporation’” means a corporation, the majority of the shares (of
any class or type) of which are not held by or for, directly or indirectly, the United
States, any State, or any subdivision or agency of the United States or any State.
The stock of aprivate corporation includestreasury stock shown on the balance sheet.

(Effective July 21, 1982)
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Corporation Business Tax
Alternate Method of Apportionment Under Section 12-221a

Sec. 12-221a-1. Alternate method of apportionment

(@) Ingeneral. (1) The standard that the Commissioner adoptsunder thisregulation
isthat section 12-221aof the general statutesisto beinterpreted to permit adeparture
from the statutory apportionment formula only in limited and specific cases, and
use of an aternate method of apportionment under section 12-221a of the general
statutes is appropriate only in specific cases where unusual fact situations (which
ordinarily will be unique and nonrecurring) produce incongruous results under the
statutory apportionment formula. Where there are no such unusual fact situations
producing incongruous results under the statutory apportionment formula, the statu-
tory apportionment formula must be used.

(2) Specia industry apportionment. With respect to certain industries, such as
rail transportation, ship transportation, television, radio, magazine publishing or
motion pictures, for which some jurisdictions have adopted, by statute or regulation,
a subgtitute apportionment formula for an entire industry in lieu of an otherwise
applicable statutory apportionment formula, this regulation is not intended to estab-
lish a substitute apportionment formula for an entire industry. The Commissioner,
however, has the inherent power under section 12-221a of the general statutes, after
adopting regulations in accordance with the provisions of chapter 54, to establish
such substitute apportionment formulae.

(3) Topics not covered by this regulation. The invocation of section 12-221a of
the general statutes, especialy to ‘‘throw back’’ or ‘‘throw out’’ receipts from the
receipts factor, is not appropriate where the issue is whether or not a company is
entitled to apportion its net income or itsadditional tax base. Section 12-218, 12-218a
or 12-219a, as the case may be, of the general statutes governs such disputes, and
not section 12-221a of the general statutes. If a company is entitled to apportion
its net income or its additional tax base, the statutory apportionment formula must
be used, unless an aternate method of apportionment is petitioned for (and granted)
under subsection (b) or required under subsection (c) of this regulation.

(b) Invocation by company. A company may petition for an alternate method
of apportionment when the statutory apportionment formula unfairly attributes to
this state an undue proportion of its net income or additional tax base. A petition
for aternate method of apportionment shall be granted only in limited and specific
cases where unusual fact situations (which ordinarily will be unique and nonrecur-
ring) produce incongruous results under the statutory apportionment formula. The
provisions of the foregoing to the contrary notwithstanding, the Commissioner shall
grant a petition for alternate method of apportionment if it is clearly established
that either the Due Process Clause or the Commerce Clause or any other provision
of the United States Constitution would be violated by applying the statutory method
of apportionment to a company.

(¢) Invocation by Commissioner. The Commissioner may require an aternate
method of apportionment when the statutory apportionment formula has operated
or will operate so as to subject the company to taxation on a lesser portion of its
net income or additional tax base than is equitably attributable to this state. An
aternate method of apportionment shall be used only in limited and specific cases
where unusual fact situations (which ordinarily will be unique and nonrecurring)
produce incongruous results under the statutory apportionment formula. Disparity
among apportionment factors shall not establish (or tend to establish) that the
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statutory apportionment formula has operated or will operate so as to subject the
company to taxation on a lesser portion of its net income or additional tax base
than is equitably attributable to this state, as the phrase is used in section 12-221a
of the general statutes. For example, the invocation of section 12-221a of the general
statutes, on account of a disparity between, on the one hand, a company’s property
factor or payroll factor and, on the other hand, its receipts factor, is not appropriate.

(d) Alternate methods of apportionment. (1) If it can be clearly established
that the use of an alternate method of apportionment is appropriate, the company
may petition for, or the Commissioner may require, (A) separate accounting; (B)
the exclusion of any one or more of the factors; (c) the inclusion of one or more
additional factors which will fairly represent the company’s business activity in
this state; or (D) the employment of any other method to effectuate an equitable
apportionment of the company’s income.

(2) An example of the employment of any other method to effectuate an equitable
apportionment of the company’s income is a situation where a company has closed
and been unable to sell amanufacturing plant that it owns because the plant produced
goods for which the market had permanently collapsed. Including the value of the
plant in either the numerator (if the plant is situated in Connecticut) or the denomina-
tor of the property factor would distort the company’s business activity inside and
outside Connecticut. Therefore, it is appropriate to exclude the value of the plant
from the numerator (if the plant is situated in Connecticut) and the denominator of
the property factor.

(e) Burden of proof for invoking section 12-221a. The person, whether it is
the company or the Commissioner, petitioning for or requiring, respectively, the
use of an alternate method of apportionment, has the burden of proving, by clear
and convincing evidence, that there are unusual fact situations (which ordinarily
will be unique and nonrecurring) producing incongruous results under the statutory
apportionment formula. Furthermore, if a company proposes the use of an aternate
method of apportionment on the grounds that the application to the company of the
statutory apportionment formula would violate either the Due Process Clause or the
Commerce Clause or any other provision of the United States Constitution, the
company bears the burden of proving, by clear and convincing evidence, such vio-
lation.

(f) Definitions. For purposes of this regulation, unless the context otherwise
requires:

(1) ** Statutory apportionment formula’ means the apportionment formulathat is
prescribed in section 12-218, 12-218a or 12-219a, as the case may be, of the
general statutes,

(2) **Commissioner’”’ means the Commissioner of Revenue Services.

(g) Effective date. This regulation shall apply to actions that are taken by the
Commissioner, permitting or requiring acompany to change from using the statutory
apportionment formula to using an aternate method of apportionment, on or after
the date that this regulation is filed with the Secretary of the State.

(Effective November 22, 1995)
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Corporation Business Tax

Sec. 12-223a-1. Combined tax

(@) There shall be added to the combined tax an amount equal to the number of
companies included in such combined return less one, multiplied by two hundred
fifty dollars.

(b) The sum computed under subsection (&) shall not be less than an amount
equal to the number of companies included in such combined return, multiplied by
two hundred fifty dollars.

(Effective July 21, 1982)

Sec. 12-223a-2. Combined operating loss

(@ A ‘‘combined operating loss’ exists in an income year (the combined loss
year) in which the companies included in a combined return have a combined entire
net loss (i.e., the sum of the entire net loss or, if applicable, the entire net income
of each company included in such combined return is less than zero).

(b) The portion of a combined operating loss which may be deducted as a
combined operating loss carryover in any of the five income years next succeeding
the combined loss year shall be limited to the lesser of the following:

(1) the combined entire net income (i.e., the sum, if greater than zero, of the
entire net income or, if applicable, the entire net loss of each company included in
such combined return) of the succeeding income year in which such deduction is
sought to be allowed, or

(2) the excess, if any, of such combined operating loss over the aggregate amount
of the combined entire net income for any preceding income year succeeding such
combined loss year, such combined entire net income of such preceding tax years
being—

(A) computed for such purposes without regard to any combined operating loss
carryover allowed from such combined loss year;

(B) computed for such purposes with regard to any operating loss carryover
allowed from a loss year (preceding such combined loss year) to a company not
included in a combined return in such loss year; and

(C) regarded for such purposes as not less than zero.

(c) The combined operating loss of any combined loss year shall be deducted in
any of thefive succeeding years, to the extent avail able therefor, before the combined
operating loss of any succeeding combined loss year is deducted.

(d) The combined operating loss carryover provisions are applicable only to
companies which were included in the same combined return made for, and subject
to the tax imposed under chapter 208 in, the combined loss year.

(e) The operating loss of a company included in a combined return attributable
to a loss year preceding the inclusion of such company in such combined return
shall be deductible as an operating loss carryover in each of the five income years
next succeeding such loss year. To the extent that any portion of such operating
lossis so deducted, the entire net income of such company shall likewise be reduced
for purposes of determining—

(1) whether a combined entire net income or a combined entire net loss exists
with respect to such combined return made for an income year succeeding such
loss year; and

(2) whether any portion of a combined operating loss may be deducted as a
combined operating loss carryover therefrom.
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Example:

Company A files a separate return in Year One (a loss year) and Year Two.
Company A is included in a combined return with Companies B and C in Year
Three, Year Four (a combined loss year), Year Five and Year Six.

Company A Company B Company C Combined Entire
Entire Net Net Income or (Loss)
Income or (Loss) A,B&C
Before After Before After
Carryover Carryover Combined Combined
Deduction Deduction Carryover Carryover
Year 1: (200) — 15 25 40 —
Year 2: 20 0 5 30 35 —

* k k k k*k k k *k *k k * *k k *x *k *k k * *k *k *x *k *k *k * *k *k * *k *k *x *k *k *x * *k *k * * *k *x *
Year 3: 7 0 12 16 28 —
Year 4: 43 0 (53) 17 (36) —
Year 5: 29 0 8 14 22 0
Year 6: 9 8 31 (12) 27 13

(f) Any company included in a combined return made for a combined loss year
shall, in any of the five income years succeeding such combined loss year for which
it is not included in such combined return, deduct a portion of such combined
operating loss carryover not exhausted by the combined entire net income of any
of such five succeeding years, provided—

(1) such company had an entire net loss in such combined loss year; and

(2) such company shall only deduct that portion of such unexhausted combined
operating loss carryover which the entire net 1oss of such company in such combined
loss year bore to the combined entire net loss of such year.

Example:

Company A is included in a combined return with Companies B and C in Year
One, Year Two (a combined loss year), Year Three and Year Four. Company A,
B and C are not included in such combined return in Year Five, Year Six and
Year Seven.

Company A Company B Company C Combined Entire
Entire Net Entire Net Net Income or (Loss)
Income or (Loss) Income or (Loss) A,B&C
Before After Before After Before After
Carryover  Carryover Carryover  Carryover  Carryover — Carryover
Deduction  Deduction Deduction Deduction Deduction Deduction
Year 1: 12 — 26 (20) — 28 —
Year 2: (40 — 27 (20) — (33 —
Year 3: 2 — 23 (13) — 12 0
Year 4 3 — 8 (11 — 0 —

* k k k k*k k k *k k*k k * *k k *xk *k *k k * *k k *x *k *k k * *k k * *k *k *x * *k *x * *k *k * * *k *x *
Year 5: 7 0 15 8 1 — —
Year 6: 4 0 21 9 — — —
Year 7 5 2 18 0 — — —

(Effective July 21, 1982)



Sec. 12-225page 1 (10-01)

Department of Revenue Services

TABLE OF CONTENTS

Corporation Business Tax

Adjustmentsto net income resulting from subtraction of exempt income
shall benetof expenses. . . . . .. ... ... ... L. 12-225- 2






Sec. 12-225 page 3 (10-01)
Department of Revenue Services §12-225-2

Corporation Business Tax

Sec. 12-225-1.
Repealed, August 3, 2001.

Sec. 12-225-2. Adjustments to net income resulting from subtraction of
exempt income shall be net of expenses

(a) Definitions. As used in this section, the following terms have the meaning
ascribed to them in this subsection. The meaning which such terms have ascribed
to them elsewhere is not pertinent to their use in this section.

(1) “‘Interest expense’’ means the aggregate amount allowable for purposes of
chapter 208 of the general statutes to the taxpayer as a deduction for interest paid
or incurred for the income year, determined without regard to section 12-225 of the
genera statutes or this section, and includes amounts, whether or not designated as
interest, paid or incurred in respect of deposits, investment certificates, or withdraw-
able or repurchasable shares. ‘‘Interest expense’’ aso includes, with respect to
interest paid or incurred on indebtedness incurred or continued to purchase or carry
tax-exempt obligations, any amount paid or incurred by any person making a short
sale, asdefined for federal incometax purposes, in connection with personal property
used in such short sale, or any amount paid or incurred by any other person for the
use of any collateral with respect to such short sale, but shall not include any amount
paid or incurred by any person making a short sale if the taxpayer provides cash
as collateral for any short sale, and the taxpayer receives or accrues no material
earnings on such cash during the period of the sale.

(2) “*Exempt income’’ means income, the taxation of which by the State of
Connecticut is prohibited by the laws or constitution of the United States, as applied,
or by the laws or congtitution of the State of Connecticut, as applied, and includes
exempt interest income.

(3) ‘*Exempt interest income’’ means interest income, the taxation of which by
the State of Connecticut is prohibited by thelaws or constitution of the United States,
as applied, or by the laws or congtitution of the State of Connecticut, as applied.

(4) ‘*Tax-exempt obligation’” means any obligation the interest on which is
exempt interest income.

(5) ‘‘Financial ingtitution’’ means any person who accepts deposits from the
public in the ordinary course of such person’s trade or business, and is subject to
Federal or State supervision as a financial ingtitution.

(b) Expensesrelating to exempt income. Any refund or adjustment to net income
based on the erroneous inclusion of exempt income, and that is based on a claim
made in accordance with subsection (b) of section 12-225 of the general statutes,
shall be calculated net of expensesrelated thereto. Where the corrected return adjusts
net income by subtracting an amount of exempt income reported on the originaly
filed return, no amount shall be allowed as a deduction, as permitted by subsection
(8 of section 12-217 of the general statutes or, in the case of a life insurance
company, as permitted by section 12-213 of the general statutes, for any expense
or amount which is otherwise allowable as a deduction and which is allocable to a
class or classes of exempt income, determined without regard to the exclusion or
deduction referred to in section 12-213-2 of the regulations of Connecticut state
agencies, related to such subtracted income. Accordingly, any deductions taken for
expenses rel ated to the income subtracted on the corrected return shall be disallowed
in calculating the corrected net income.
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(c) Allocation of expense to a class or classes of exempt income. Expenses
and amounts otherwise allowable which are directly allocable to any class or classes
of exempt income shall be allocated thereto; and expenses and amounts allocable
to any class or classes of nonexempt income shall be alocated thereto. If any
expense or amount otherwise alowable is indirectly allocable to both a class of
nonexempt income and a class of exempt income, a reasonable proportion thereof
determined in light of al the facts and circumstances in each case shall be alocated
to each.

(d) Interest expenserélating to tax-exempt income. No amount shall be allowed
as a deduction for interest expense paid or incurred on any indebtedness incurred
or continued to purchase or carry any tax-exempt obligation.

(e) Pro rata allocation of interest expense of financial institutions to tax-
exempt interest. (1) In general. Any provision of this section to the contrary
notwithstanding, in the case of afinancia institution, no deduction shall be allowed
for that portion of the taxpayer’'s interest expense which is allocable, as provided
in this subsection, to exempt interest income. Accordingly, any financial institution
filing acorrected return under section 12-225 of the general statutes, which corrected
return adjusts net income by subtracting exempt interest income, shall adjust its
interest expense deduction in accordance with the alocation required by this sub-
section.

(2) Allocation. For purposes of this subsection, the portion of afinancia institu-
tion’s interest expense which is allocable to exempt interest income is an amount
which bearsthe sameratio to such interest expense asthe taxpayer’ s average adjusted
basis, for federal income tax purposes, of tax-exempt obligations bears to such
average adjusted basis for all assets of the taxpayer.

(f) Interpretation. Section 12-225 of the genera statutes and this section shall
be interpreted to apply to any expense related to exempt income that is earned on
tax exempt obligations that are issued by or on behalf of the State of Connecticut,
its agencies, authorities, commissions or other instrumentalities, or by or on behalf
of any Connecticut political subdivision, its agencies or instrumentalities, to the
same extent as section 12-225 of the general statutes and this section apply to any
expense related to exempt interest that is earned on tax exempt obligations that are
issued by or on behalf of the United States, its agencies, authorities, commissions
or instrumentalities. This subection shall apply only to income years prior to income
years with respect to which Public Act 95-2 is effective.

(g) This section shall be applicable to amended returns, as defined in subsection
(b) of section 12-225 of the general statutes, irrespective of when such returns were
filed, in connection with which a claim for refund is granted or denied or an
adjustment to net income is allowed, in whole or in part, on or after March 8, 1995

(the effective date of Public Act 95-2).
(Effective March 8, 1995)
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Corporation Business Tax
Adjustments by the Commissioner under Section 12-226a

Sec. 12-226a-1. Adjustments by commissioner

(@) In general. All that is necessary in order for the Commissioner to make
adjustments under section 12-226a of the general statutes is an agreement, arrange-
ment or understanding between the company and another person that, whether by
inadvertence or design, results in an improper or inaccurate reflection of income.
The Commissioner is hot required to establish improper accounting; fraudulent,
colorable, or sham transactions; or arrangements designed to reduce or avoid tax
by shifting or distorting income, deductions or capital. Nor is the Commissioner
required to establish that the agreement, arrangement or understanding is unlawful
or not legally binding upon the parties thereto. The Commissioner shall, however,
examine whether the terms of such agreements, arrangements or understandings are
consistent with the economic substance of the underlying transactions and the actual
conduct of the parties. Said section 12-226a requires the Commissioner to adopt
aregulation that sets forth standards for taking the actions that are authorized under
section 12-226a. This regulation sets forth those standards.

(b) Transactions at more or less than a fair price with related persons.
(1) Section 12-226a of the general statutes authorizes the Commissioner to make
adjustments where a company has entered into a transaction with a related person
at more or less than a fair price which, but for such agreement, arrangement, or
understanding, might have been paid or received therefor, and there is a significant
deviation between the amount actually paid or received and the amount which, but
for such agreement, arrangement, or understanding, might have been paid or received.
The standard that the Commissioner adopts under this subsection of this regulation
is arm’s-length consideration, as defined in subdivision (4) of subsection (g) of this
regulation. Adjustments made by the Commissioner under section 12-226ato reflect
arm’s-length consideration have no effect on other Connecticut taxes (e.g., sales
and use taxes, real estate conveyance tax, etc.) where the amount paid or received—
not the amount which, but for such agreement, arrangement, or understanding, might
have been paid or received—is the measure of the tax.

(2) The following subparagraphs are by way of example and not of limitation.

(A) Transfers of tangible property. Where one person sells or otherwise disposes
of tangible property to a related person at other than an arm’s-length price, the
Commissioner may make proper adjustments to reflect arm’s-length consideration
for that property.

(B) Loans and advances. Where one person makes a bona fide loan or advance
directly or indirectly to, or otherwise becomes a creditor of, a related person, and
either charges no interest, or charges interest at a rate which is not equal to an
arm’ s-length rate of interest with respect to the loan or advance, the Commissioner
may make proper adjustments to reflect an arm’ s-length rate of interest for that loan
or advance.

(C) Services. Where one person performs marketing, managerial, administrative,
technical, or other services for the benefit of, or on behalf of, arelated person either
without charge, or at a charge which is not equal to an arm’s-length charge, the
Commissioner may make proper adjustments to reflect an arm’s-length charge for
such services. However, a parent corporation providing supervisory services (also
known as stewardship or overseeing functions) to a subsidiary need not charge the
subsidiary for those services, which are regarded as providing the parent corporation
with a benefit relating to the conservation and protection of its investment. (This
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is due to the fact that a parent corporation often coordinates and oversees major
policy decisions and sets strategic direction for its subsidiaries.) A parent corporation
is required to make an arm’ s-length charge only for manageria services that would
have provided the subsidiary with a benefit had they been provided by athird party.

(D) Use of tangible property. Where possession, use or occupancy of tangible
property owned or leased by one person is transferred by lease or other arrangement
to a related person either without charge or a a charge which is not equal to an
arm’s-length rental charge, the Commissioner may make appropriate adjustments
to reflect an arm’ s-length rental charge.

(E) Transfer or use of intangible property. Where intangible property or an
interest therein is transferred, sold, assigned, loaned or otherwise made available in
any manner by one person to arelated person for other than arm’ s-length consider-
ation for such property or its use, the Commissioner may make appropriate adjust-
ments to reflect an arm’ s-length consideration for such property or its use.

(c) Arrangements with little or no business purpose. (1) Section 12-226a of
the general statutes authorizes the Commissioner to disregard an arrangement under
which related companies may operate where one company so dominates and controls
the other that income of the companies is improperly or inaccurately reflected, and
it is neither realistic nor feasible to reconstruct the transactions between them using
the arm’ s-length consideration standard.

(2) In determining whether an arrangement under which related companies may
operate results in the improper or inaccurate reflection of the activity, business,
income or capital of the companies, the Commissioner shall consider whether (A)
the companies are motivated by business purposes other than tax avoidance or are
principally motivated by tax avoidance purposes; (B) the separate businesses of the
companies have economic substance because a reasonable possibility of obtaining
a profit exists, apart from achieving tax benefits; and (C) one company has a
significant amount of capital gains, interest, dividend, or similar income, with only
minimal capital, activity, or expenses, because essential corporate functions are
performed for the company by the other company without arm’s-length charges.

(3) In determining whether related companies are motivated by business purposes
other than tax avoidance or are principally motivated by tax avoidance purposes
and whether the separate businesses of the companies have economic substance,
the Commissioner shall consider whether (A) the related person has an identifiable
place of business with supporting business records; (B) the related person maintains
books and related accounting records; (C) the related person has a staff of employees
or engaged contractors adequate in number and with sufficient expertise to conduct
its business affairs; (D) the company so controls and dominates the finances, policy
and business activities of the related person that the related person has virtually no
separate existence; (E) the form employed for doing business is a sham; and (F)
the separate businesses have economic substance because a reasonable possibility
of obtaining a profit exists, apart from achieving tax benefits. No one factor is
controlling in determining whether the company and the related person are motivated
by business purposes and whether the arrangements have economic substance. An
arrangement between a foreign sales corporation, as defined in 26 U.S.C. 8922 and
meeting the requirements of 26 U.S.C. 88921 to 927, and its shareholders shall not be
considered an arrangement that is principally motivated by tax avoidance purposes.

(4) The following examples illustrate the application of this subsection.

Example 1: Company A carries on business in Connecticut and is subject to
corporation business tax. Company B, a wholly-owned subsidiary of Company A,
is a company that is exempt from the Delaware Corporation Income Tax, under
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Del. Code Ann. tit. 30, 81902(b) (8), because its activities within Delaware are
confined to the maintenance and management of itsintangibleinvestments. Company
B leases an office for its exclusive use in Delaware where it has a staff of employees
adequate in number to conduct all of its business affairs. All of Company B’s assets
are located in Delaware, and al its business activities, including all day-to-day
decision-making and management functions, are conducted by its own officers and
employeesin Delaware, who have appropriate authority and expertise commensurate
with their responsibilities. Company B received its intangible assets from Company
A in atransfer by Company A under 26 U.S.C. 8351 solely in exchange for stock
in Company B.

Based on these facts, the Commissioner shall determine that the arrangement
under which Company A and Company B operate does not result in the improper
or inaccurate reflection of the activity, business, income or capital of the companies.

Example 2: Company G carries on business in Connecticut and is subject to
corporation business tax. Company H, a wholly-owned subsidiary of Company G,
is a company that is exempt from the Delaware Corporation Income Tax, under
Del. Code Ann. tit. 30, §81902(b) (8), because its activities within Delaware are
confined to the maintenance and management of itsintangibleinvestments. Company
H does not lease an office for its exclusive use in Delaware and it does not have
adequate staff to conduct its business affairs. Not all of Company H's assets are
located in Delaware, and some or al its business activities, including all day-to-day
decision-making and management functions, are conducted by Company G in Con-
necticut. Company H received its intangible assets from Company G in a transfer
by Company G under 26 U.S.C. 8351 solely in exchange for stock in Company H.

Based on these facts, the Commissioner shall determine that the arrangement
under which Company G and Company H operate results in the improper or inaccu-
rate reflection of the activity, business, income or capital of the companies, because
Company G controls and dominates the business activities of Company H. Therefore,
the Commissioner may shift income from Company H to Company G, or expenses
from Company G to Company H, to reflect income properly or accurately.

(d) Transfers for tax avoidance purposes. (1) Section 12-226a of the general
statutes authorizes the Commissioner to make adjustments to items of income,
deduction or capital in order to prevent the avoidance, in whole or in part, of
corporation business tax, where property is transferred between a company and a
related person in anticipation of a sale to an unrelated person. The Commissioner
shall weigh, as a factor in determining whether a transfer was made to avoid, in
whole or in part, corporation business tax, the interval of time between the transfer
by the company to the related person and the sale to the unrelated person. This
subsection may apply even if arm’ s-length consideration is paid or received between
the company and the related person. However, this subsection shall not apply to
any transfer to which the provisions of subsection (c) of this regulation aso apply.

(2) The following examples illustrate the application of this subsection.

Example 1: Company J carries on business in Connecticut and is subject to
corporation business tax. Company K, a wholly-owned subsidiary of Company J,
does not carry on business in Connecticut. In anticipation of a sale of certain of its
property that is situated in Connecticut to an unrelated person, Company J transfers
the property to Company K, which then promptly sells the property to the unrelated
person for the sales price for which Company Jitself could have sold the property
directly to the unrelated person.

Based on these facts, the Commissioner shall determine that the arrangement
between Company J and Company K with respect to the property results in the
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improper or inaccurate reflection of the net income of Company J, and shall include
in the net income of Company J the fair profits which, but for such arrangement,
Company J might have derived from the sale of the property.

Example 2: The facts are the same as in Example 1, except that Company K
holds the property for a considerable length of time, making use of it in the interim
in its own business, before eventually reselling it to the unrelated person.

Based on these facts, the Commissioner shall determine that the arrangement
between Company J and Company K with respect to the property does not result
in the improper or inaccurate reflection of the net income of Company J (assuming
that arm’s-length consideration was paid by Company K on the transfer of the
property to it by Company J).

(e) Nonrecognition provisionsmay not bar adjustments. Section 12-226aof the
general statutes authorizes the Commissioner to disregard statutory nonrecognition
provisions when necessary to prevent the avoidance of taxes or to reflect income
properly or accurately.

(f) Use of section 12-226a by a company. A company has no right to apply
section 12-226a of the general statutes at will or to compel its application by the
Commissioner. However, section 12-226a of the general statutes does not limit a
company’s ability properly or accurately to reflect its activity, business, income or
capital on its corporation business tax return. Thus, if a company has conducted its
activity or business under any agreement, arrangement or understanding in such
manner as either directly or indirectly to benefit its members or stockholders, or
any other persons directly or indirectly interested in such activity or business, by
entering into any transaction at more or less than a fair price which, but for such
agreement, arrangement, or understanding, might have been paid or received therefor,
the company may report the results of any such transaction based upon a price
different from that actually paid or received if necessary to reflect an arm’ s-length
result. (If reported results differ from transactional results recorded in the regular
books and records of the company, such difference must be accounted for in the
same manner assuch differencewould be accounted for federal incometax purposes.)

(g) Definitions. For purposes of this regulation, unless the context otherwise
requires:

(1) **Person’’ means person, as defined in section 12-1 of the general statutes,

(2) **Commissioner’’ means the Commissioner of Revenue Services,

(3) “*Arm’s-length consideration’’ is the amount of consideration that would be
paid or received (or the profits that would have been earned) in atransaction between
unrelated persons, where neither person is under any compulsion to enter into the
transaction and each person has reasonable knowledge of all relevant facts.

(4) “Arms-length price” or “arms-length charge” is the price or charge, respec-
tively, that would be paid or received (or the profits that would have been earned)
in a transaction between unrelated persons, where neither person is under any
compulsion to enter into the transaction and each person has reasonable knowledge
of al relevant facts.

(5) “Arms-length rental charge” istherental charge that would be paid or received
(or the profits that would have been earned) in arental transaction between unrelated
persons, where neither person is under any compulsion to enter into the transaction
and each person has reasonable knowledge of all relevant facts.

(h) Effective date. This regulation shall apply to actions taken by the Commis-
sioner on or after the date of filing of this regulation with the Secretary of the State.

(Effective November 22, 1995)
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Corporation Business Tax

Sec. 12-242-1.
Repealed, July 21, 1982.

Secs. 12-242-2—12-242-3.
Repealed, February 25, 2000.

Sec. 12-242-4. Amortization of bond premiums

Corporations shall compute amortization of bond premiums on their Connecticut
corporation tax returns in the same manner as computed and reported under the
provisions of the federal corporation net income tax law except that amortization
on federally exempt or partially exempt bonds shall be reported and deducted from
bond interest income on Connecticut returns.

Secs. 12-242-5—12-242-7.
Repesled, July 21, 1982.

Sec. 12-242-8. Changes of accounting period

Any company which is required to file corporation business tax returns and which
changes its accounting period from the calendar year to a fiscal year, a fisca year
to the calendar year, or from onefiscal year to another fiscal year, shall, at or before
the time for filing the return for the short income year which is required to effect
the change, file with the tax commissioner either (1) a copy of a letter from the
United Statestreasury department approving the change or (2) acopy of the statement
filed with the district director of internal revenue to the effect that the change is
authorized without prior approval pu