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Connecticut Use Tax

The Connecticut Department of Revenue Services (DRS) recently sent notice that it has increased its audit capabilities for the
Connecticut use tax. Anyone who purchases good or services for use in Connecticut and does not pay Connecticut sales tax on the
transaction owes use tax. Thistype of transaction usually occurs when goods are purchased outside Connecticut. With Internet
purchases growing significantly, purchases without sales tax occur more frequently.

What Isthe Use Tax Rateand To What Goods & Services Does |t Apply?

The use tax rate for taxable goods and services is 6%. However, the tax on computer and data processing servicesis 1%. Examples
of taxable tangible personal property include equipment, machines, furniture, appliances, computers, computer software, office
supplies, and books. Taxable services include repair services to computers or motor vehicles, janitorial services, telephone
answering services, and charges for on-line computer services. Any purchase of goods or services not subject to Connecticut sales
tax is aso not subject to use tax.

What If A Business Buys Taxable Goods Or Services|n Another State And The Business Pays Tax To That Other State?

The business must report the transaction and pay the difference between the 6% Connecticut use tax and the tax paid to the other
state.

How Does A Business Pay The Use Tax?

Businesses that make taxabl e purchases of goods and services must report them on Form OS-114 for the monthly or quarterly
period in which made the taxable purchase. Businesses can obtain the form at www.ct.gov/drs [1]. They must remit payment with
thereturn.

What Are The Penalties And Interest For Failure To Pay The Use Tax?

The penalty is 15% of the tax due or $50 whichever is greater. Interest is charged at the rate of 1% per month from the due date of
the tax return. There are also criminal sanctions for willful failure to file a use tax return.

Business ServicesWe Provide

¢ Protection from creditors We create corporations and limited liability companiesto shield personal assets from creditor
claims.

¢ Fair Transactions We represent buyers and sellers of businesses to minimize surprises, optimize return on investment, and
assure a smooth closing.

e Clear Succession Plans We prepare buy-sell agreements and stockholder agreements to ensure that the business staysin
the family and family members receive fair treatment.

¢ Retention of key employees We negotiate employment agreements, employee stock transfers, and non-competition
agreements to retain key employees.

¢ Representation in Court In court, we enforce agreements, seek damages in cases of misrepresentation, and defend
employee and creditor claims.

The information contained in Small Business Advisor is for general purposes only and does not constitute legal advice. No
taxpayer can avoid tax penalties based on the advice given in this newsletter. For specific questions related to your situation, you
should consult a qualified attorney.
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