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General Assembly File No. 617

February Session, 2000 Substitute House Bill No. 5815

House of Representatives, April 13, 2000

The Committee on Finance, Revenue and Bonding reported
through REP. MCDONALD of the 148t Dist., Chairperson of
the Committee on the part of the House, that the substitute bill
ought to pass.

An Act Reducing Various Taxes.

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

—_

Section 1. Subdivision (19) of section 12-412 of the general statutes,

N

as amended by section 16 of public act 99-173, is repealed and the

68}

following is substituted in lieu thereof:

(19) Sales of and the storage, use or other consumption of (A)
oxygen, blood or blood plasma when sold for medical use in humans
or animals; (B) artificial devices individually designed, constructed or
altered solely for the use of a particular handicapped person so as to

become a brace, support, supplement, correction or substitute for the

O 0 N3 O Q1 =

bodily structure, including the extremities of the individual, and repair
10 or replacement parts and repair services rendered to property
11  described in this subparagraph; (C) artificial limbs, artificial eyes and
12 other equipment worn as a correction or substitute for any functioning

13 portion of the body, custom-made wigs or hairpieces for persons with
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medically diagnosed total and permanent hair loss as a result of
disease or the treatment of disease, [and] artificial hearing aids when
designed to be worn on the person of the owner or user, closed circuit

television equipment used as a reading aid by persons who are

visually impaired and repair or replacement parts and repair services

rendered to property described in this subparagraph; (D) canes,
crutches, walkers, wheel chairs and inclined stairway chairlifts for the
use of invalids and handicapped persons, and repair or replacement
parts and repair services to property described in this subparagraph;
[and] (E) any equipment used in support of or to supply vital life
functions, including oxygen supply equipment used for humans or
animals, kidney dialysis machines and any other such device used in
necessary support of vital life functions, and apnea monitors, and

repair or replacement parts and repair services rendered to property

described in this subparagraph; and (F) support hose that is specially

designed to aid in the circulation of blood and is purchased by a

person who has a medical need for such hose. Repair or replacement

parts are exempt whether purchased separately or in conjunction with
the item for which they are intended, and whether such parts continue
the original function or enhance the functionality of such item. As used
in this subdivision, "repair services" means services that are described
in subparagraph (Q) or (EE) of subdivision (2)(i) of section 12-407.

Sec. 2. Subdivision (47) of section 12-412 of the general statutes is

repealed and the following is substituted in lieu thereof:

(47) Sales of any article of clothing or footwear intended to be worn
on or about the human body [and] the cost of which to the purchaser is
less than [fifty] seventy-five dollars. For purposes of this subdivision
clothing or footwear shall not include (A) any special clothing or
footwear primarily designed for athletic activity or protective use [and
which] that is not normally worn except when used for the athletic
activity or protective use for which it was designed, and (B) jewelry,

handbags, luggage, umbrellas, wallets, watches and similar items
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carried on or about the human body but not worn on the body in the
manner characteristic of clothing intended for exemption under this
subdivision.

Sec. 3. Subdivision (55) of section 12-412 of the general statutes is

repealed and the following is substituted in lieu thereof:

(55) Sales of (A) tangible personal property by any funeral
establishment performing the primary services in preparation for and
the conduct of burial or cremation, provided any such property must
be used directly in the performance of such services and the total
amount of such exempt sales with respect to any single funeral may

not exceed two thousand five hundred dollars, or (B) sales by any

person of caskets used for burial.

Sec. 4. Section 12-412 of the general statutes, as amended by sections
16 to 27, inclusive, of public act 99-173 and section 54 of public act 99-
241, is amended by adding subdivisions (108) to (110), inclusive, as
follows:

(NEW) (108) Sales of specially formulated gum, inhalants or similar
products designed to aid in the cessation of a smoking habit.

(NEW) (109) Sales of child car seats.

(NEW) (110) Sales of college textbooks to full and part-time students
enrolled at institutions of higher education, provided the student
presents a valid student identification card. For purposes of this
subdivision, "college textbooks" means new or used books and related
workbooks required or recommended for a course at an institution of

higher education.

Sec. 5. Subdivision (1) of section 12-408 of the general statutes, as
amended by section 13 of public act 99-173, is repealed and the

following is substituted in lieu thereof:
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(1) For the privilege of making any sales, as defined in subdivision
(2) of section 12-407, at retail, in this state for a consideration, a tax is
hereby imposed on all retailers at the rate of six per cent of the gross
receipts of any retailer from the sale of all tangible personal property
sold at retail or from the rendering of any services constituting a sale in
accordance with subdivision (2) of section 12-407, except, in lieu of said
rate of six per cent, (A) at a rate of twelve per cent with respect to each
transfer of occupancy, from the total amount of rent received for such
occupancy of any room or rooms in a hotel or lodging house for the
tirst period not exceeding thirty consecutive calendar days, (B) with
respect to the sale of a motor vehicle to any individual who is a
member of the armed forces of the United States and is on full-time
active duty in Connecticut and who is considered, under 50 App USC
574, a resident of another state, or to any such individual and the
spouse thereof, at a rate of four and one-half per cent of the gross
receipts of any retailer from such sales, provided such retailer requires
and maintains an affidavit or other evidence, satisfactory to the
commissioner, concerning the purchaser's state of residence under 50
App USC 574, (C) (i) with respect to the sales of computer and data
processing services occurring on or after July 1, 1997, and prior to July
1, 1998, at the rate of five per cent, on or after July 1, 1998, and prior to
July 1, 1999, at the rate of four per cent, on or after July 1, 1999, and
prior to July 1, 2000, at the rate of three per cent, on or after July 1,
2000, and prior to July 1, 2001, at the rate of two per cent, on or after
July 1, 2001, and prior to July 1, 2002, at the rate of one per cent and on
and after July 1, 2002, such services shall be exempt from such tax, (ii)
with respect to sales of Internet access services occurring on or after

July 1, 2000, and prior to July 1, 2001, at the rate of one per cent and, on

and after July 1, 2001, such services shall be exempt from such tax, (D)

with respect to the sales of labor, repair or maintenance services on
vessels, as defined in section 15-127, occurring on and after July 1,
1999, such services shall be exempt from such tax, (E) with respect to

sales of the renovation and repair services of paving of any sort,
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painting or staining, wallpapering, roofing, siding and exterior sheet
metal work, to other than industrial, commercial or income-producing
real property, occurring on or after July 1, 1999, and prior to July 1,
2000, at the rate of four per cent, with respect to such sales occurring
on or after July 1, 2000, but prior to July 1, 2001, at the rate of two per
cent, and on and after July 1, 2001, sales of such renovation and repair
services shall be exempt from such tax, and (F) with respect to patient
care services occurring on or after July 1, 1999, at the rate of five and
three-fourths per cent. The rate of tax imposed by this chapter shall be
applicable to all retail sales upon the effective date of such rate, except
that a new rate which represents an increase in the rate applicable to
the sale shall not apply to any sales transaction wherein a binding sales
contract without an escalator clause has been entered into prior to the
effective date of the new rate and delivery is made within ninety days
after the effective date of the new rate. For the purposes of payment of
the tax imposed under this section, any retailer of services taxable
under subdivision (2)(i) of section 12-407, as amended, who computes
taxable income, for purposes of taxation under the Internal Revenue
Code of 1986, or any subsequent corresponding internal revenue code
of the United States, as from time to time amended, on an accounting
basis which recognizes only cash or other valuable consideration
actually received as income and who is liable for such tax only due to
the rendering of such services may make payments related to such tax
for the period during which such income is received, without penalty
or interest, without regard to when such service is rendered.
Information about the state sales tax rate of other states shall, upon

request, be furnished by the commissioner.

Sec. 6. Subsection (a) of section 12-642 of the general statutes is

repealed and the following is substituted in lieu thereof:

(@) [The] (1) With respect to calendar years commencing prior to

January 1, 2001, the tax imposed by section 12-640 for the calendar year

shall be at a rate of the taxable gifts made by the donor during the
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calendar year set forth in the following schedule:

Amount of Taxable Gifts Rate of Tax
Not over $25,000 1%
Over $25,000 $250, plus 2% of the excess
but not over $50,000 over $25,000
Over $50,000 $750, plus 3% of the excess
but not over $75,000 over $50,000
Over $75,000 $1,500, plus 4% of the excess
but not over $100,000 over $75,000
Over $100,000 $2,500, plus 5% of the excess
but not over $200,000 over $100,000
Over $200,000 $7,500, plus 6% of the excess
over $200,000

(2) With respect to the calendar year commencing January 1, 2001,

the tax imposed by section 12-640 for the calendar vear shall be at a

rate of the taxable gifts made by the donor during the calendar vear set

forth in the following schedule:

Amount of Taxable Gifts Rate of Tax
Over $25,000 $250, plus 2% of the excess
but not over $50,000 over $25,000
Over $50,000 $750, plus 3% of the excess
but not over $75,000 over $50,000
Over $75,000 $1,500, plus 4% of the excess
but not over $100,000 over $75,000
Over $100,000 $2,500, plus 5% of the excess
but not over $675,000 over $100,000
Over $675,000 $31,250, plus 6% of the excess
over $675,000

(3) With respect to the calendar year commencing January 1, 2002,

the tax imposed by section 12-640 for the calendar vear shall be at a

rate of the taxable gifts made by the donor during the calendar vyear set
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forth in the following schedule:

Amount of Taxable Gifts

Over $50,000

but not over $75,000
Over $75,000

but not over $100,000
Over $100,000

but not over $700,000
Over $700,000

Rate of Tax

$750, plus 3% of the excess

over $50,000
$1,500, plus 4% of the excess

over $75,000
$2,500, plus 5% of the excess

over $100,000
$32,500, plus 6% of the excess

over $700,000

(4) With respect to the calendar year commencing January 1, 2003,

the tax imposed by section 12-640 for the calendar vear shall be at a

rate of the taxable gifts made by the donor during the calendar year set

forth in the following schedule:

Amount of Taxable Gifts Rate of Tax
Over $75,000 $1,500, plus 4% of the excess
but not over $100,000 over $75,000
Over $100,000 $2,500, plus 5% of the excess
but not over $700,000 over $100,000
Over $700,000 $32,500, plus 6% of the excess
over $700,000

(5) With respect to the calendar year commencing January 1, 2004,

the tax imposed by section 12-640 for the calendar vear shall be at a

rate of the taxable gifts made by the donor during the calendar year set

forth in the following schedule:

Amount of Taxable Gifts Rate of Tax
Over $100,000 $2,500, plus 5% of the excess
but not over $850,000 over $100,000
Over $850,000 $40,000, plus 6% of the excess
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over $850,000

(6) With respect to the calendar year commencing January 1, 2005,

the tax imposed by section 12-640 for the calendar vear shall be at a

rate of the taxable gifts made by the donor during the calendar year set

forth in the following schedule:

Amount of Taxable Gifts Rate of Tax
Over $950,000 $45,000, plus 6% of the excess
over $950,000

(7) With respect to the calendar year commencing January 1, 2006,

and each calendar vear thereafter, the tax imposed by section 12-640

for the calendar vear shall be at a rate of the taxable gifts made by the

donor during the calendar vear set forth in the following schedule:

Amount of Taxable Gifts Rate of Tax
Over $1,000,000 $47,500, plus 6% of the excess
over $1,000,000

Sec. 7. Section 12-217y of the general statutes, as amended by section
1 of public act 99-203, is repealed and the following is substituted in
lieu thereof:

(a) As used in this section:

(1) "Business firm" means any business entity authorized to do
business in this state and subject to the corporation business tax

imposed under this chapter;

(2) "Qualifying employee" means (A) during fiscal year 1999, any
employee who is employed not less than twenty-five hours per week
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by the same business firm and who, at the time of being hired by such
business firm, is and has been receiving benefits from the temporary
family assistance program for more than nine months and meets other
requirements that the Labor Commissioner may establish in
regulations adopted in accordance with chapter 54, or (B) during and
after fiscal year 2000, any employee who is employed not less than
thirty hours per week by the same business firm and who, at the time
of being hired by such business firm, is and has been receiving benefits
from the temporary family assistance program for more than nine
months and meets other requirements that the Labor Commissioner
may establish in regulations adopted in accordance with chapter 54.
For purpose of this subdivision, the number of hours per week an
employee participates in a job training program approved by the Labor
Commissioner shall be included in calculating the number of hours

such employee is employed.

(b) Any business firm which desires to hire a qualifying employee in
any income year commencing on or after January 1, 1997, may apply to
the Labor Commissioner for an allocation of a tax credit in an amount
equal to one hundred twenty-five dollars for each full month that such
employee is employed by such firm. The application for a tax credit
under this subsection shall set forth information that said
commissioner deems necessary in regulations adopted in accordance
with chapter 54.

(c) Applications shall be submitted annually, before such
expenditures are made, to the Labor Commissioner on or after July
tirst but not later than December thirty-first. The commissioner shall
approve or disapprove each application within sixty days of its
submission to the commissioner based on (1) the compliance of such
application with the provisions of this section, (2) regulations adopted
pursuant to this section, and (3) the amount of tax credits remaining in
the annual allotment provided in this section for the year involved.

The commissioner shall approve applications in the order in which
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they are received in the commissioner's office between July first and
December thirty-first of each year. If the commissioner approves the
application of the business firm and if the limit for tax credit for that
year has not yet been allocated, the commissioner shall allocate and
commit an amount of tax credits to such business firm. Any business
tirm receiving such an allocation shall, within thirty days of the end of
its income year, submit a report on the number of full months that

qualifying employees were employed by such firm during such year.

(d) The credit shall be claimed on the tax return for the income year
during which qualifying employees were employed for full months by
the business firm. Any tax credit not used in the period during which
the expenditure was made may be carried forward for the five
immediately succeeding income years until the full credit has been
allowed.

(e) In no event shall the total amount of all tax credits allowed to all
business firms pursuant to the provisions of this section exceed [one]

two million dollars in any one fiscal year.

(f) No credit under subsection (c) of this section shall be allowed,
with respect to wages paid to any qualifying employee, to any
business firm that has previously been granted a tax credit under this

section with respect to wages paid to the same employee.

Sec. 8. Section 12-263b of the general statutes, as amended by section
32 of public act 99-173, is repealed and the following is substituted in
lieu thereof:

There is hereby imposed on the hospital gross earnings of each
hospital in this state a tax (1) at the rate of eleven per cent of its
hospital gross earnings in each taxable quarter for taxable quarters
commencing prior to October 1, 1996; (2) at the rate of nine and
one-fourth per cent of its hospital gross earnings in each taxable

quarter commencing on or after October 1, 1996, and prior to October

sHB5815 / File No. 617 10
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1, 1997; (3) at the rate of eight and one-fourth per cent of its hospital
gross earnings in each taxable quarter commencing on or after October
1, 1997, and prior to October 1, 1998; (4) at the rate of seven and
one-fourth per cent of its hospital gross earnings in each taxable
quarter commencing on or after October 1, 1998, and prior to October
1, 1999; and (5) at the rate of four and one-half per cent of its hospital
gross earnings in each taxable quarter commencing on or after October

1, 1999, and prior to April 1, 2000. The hospital gross earnings of each

hospital in this state shall not be subject to the provisions of this

chapter with respect to calendar quarters commencing on or after

April 1, 2000. Each hospital shall, on or before the last day of January,
April, July and October of each year, render to the Commissioner of
Revenue Services a return, on forms prescribed or furnished by the
Commissioner of Revenue Services and signed by one of its principal
officers, stating specifically the name and location of such hospital, and
the amounts of its hospital gross earnings, its net revenue and its gross
revenue for the calendar quarter ending the last day of the preceding

month. Payment shall be made with such return.

Sec. 9. Subdivision (2) of subsection (a) of section 12-458 of the
general statutes is repealed and the following is substituted in lieu
thereof:

(2) On said date and coincident with the filing of such return each
distributor shall pay to the commissioner for the account of the
purchaser or consumer a tax (A) on each gallon of such fuels sold or
used in this state during the preceding calendar month of twenty-six
cents on and after January 1, 1992, twenty-eight cents on and after
January 1, 1993, twenty-nine cents on and after July 1, 1993, thirty cents
on and after January 1, 1994, thirty-one cents on and after July 1, 1994,
thirty-two cents on and after January 1, 1995, thirty-three cents on and
after July 1, 1995, thirty-four cents on and after October 1, 1995, thirty-
five cents on and after January 1, 1996, thirty-six cents on and after
April 1, 1996, thirty-seven cents on and after July 1, 1996, thirty-eight
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cents on and after October 1, 1996, thirty-nine cents on and after
January 1, 1997, thirty-six cents on and after July 1, 1997, [and] thirty-

two cents on and after July 1, 1998, twenty-eight cents on and after July

1, 2000, twenty-seven cents on and after July 1, 2001, and twenty-five

cents on and after July 1, 2002; and (B) in lieu of said taxes, each

distributor shall pay a tax on each gallon of gasohol, as defined in
section 14-1, as amended, sold or used in this state during such
preceding calendar month, of twenty-five cents on and after January 1,
1992, twenty-seven cents on and after January 1, 1993, twenty-eight
cents on and after July 1, 1993, twenty-nine cents on and after January
1, 1994, thirty cents on and after July 1, 1994, thirty-one cents on and
after January 1, 1995, thirty-two cents on and after July 1, 1995, thirty-
three cents on and after October 1, 1995, thirty-four cents on and after
January 1, 1996, thirty-five cents on and after April 1, 1996, thirty-six
cents on and after July 1, 1996, thirty-seven cents on and after October
1, 1996, thirty-eight cents on and after January 1, 1997, thirty-five cents
on and after July 1, 1997, [and] thirty-one cents on and after July 1,
1998, twenty-eight cents on and after July 1, 2000, twenty-seven cents

on and after July 1, 2001, and twenty-five cents on and after July 1,

2002; and (C) in lieu of such rate, on each gallon of diesel fuel, propane
or natural gas sold or used in this state on and after September 1, 1991,

during such preceding calendar month, of eighteen cents.

Sec. 10. Subdivision (1) of subsection (c) of section 14-332a of the
general statutes is repealed and the following is substituted in lieu
thereof:

(1) During the period commencing on July 1, 1998, and ending on
October 1, 1998, upon the reduction in the tax required by section 12-
458, as amended by this act, that is effective July 1, 1998, and during

the period commencing on July 1, 2000, and ending October 1, 2000,

upon the reduction in the tax required by said section 12-458, that is

effective July 1, 2000, each retail dealer shall, in accordance with

subdivision (2) of this subsection, reduce the per-gallon price of
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gasoline or other product intended for use in the propelling of motor
vehicles using combustion type engines sold by such retail dealer at
retail in an amount equal to the amount of the reduction in such tax
that is imposed on each gallon of such gasoline or other product. Such

retail dealer shall maintain any such price reduction in effect for a

period of not less than [ninety] one hundred twenty days after such tax
reduction.

Sec. 11. (NEW) From August fifteenth until August twenty-first and
from January fifteenth until January twenty-first of each year, the
provisions of chapter 219 of the general statutes shall not apply to sales
of any article of clothing or footwear intended to be worn on or about
the human body the cost of which article to the purchaser is less than
three hundred dollars. For purposes of this section, clothing or
footwear shall not include (A) any special clothing or footwear
primarily designed for athletic activity or protective use and which is
not normally worn except when used for the athletic activity or
protective use for which it was designed, and (B) jewelry, handbags,
luggage, umbrellas, wallets, watches and similar items carried on or
about the human body but not worn on the body in the manner
characteristic of clothing intended for exemption wunder this
subdivision.

Sec. 12. Subdivision (2) of section 12-407, as amended by section 10
of public act 99-173 and section 10 of public act 99-285, is repealed and
the following is substituted in lieu thereof:

(2) "Sale" and "selling" mean and include: (a) Any transfer of title,
exchange or barter, conditional or otherwise, in any manner or by any
means whatsoever, of tangible personal property for a consideration;
(b) any withdrawal, except a withdrawal pursuant to a transaction in
foreign or interstate commerce, of tangible personal property from the
place where it is located for delivery to a point in this state for the

purpose of the transfer of title, exchange or barter, conditional or
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otherwise, in any manner or by any means whatsoever, of the property
for a consideration; (c) the producing, fabricating, processing, printing
or imprinting of tangible personal property for a consideration for
consumers who furnish either directly or indirectly the materials used
in the producing, fabricating, processing, printing or imprinting,
including, but not limited to, sign construction, photofinishing,
duplicating and photocopying; (d) the furnishing and distributing of
tangible personal property for a consideration by social clubs and
fraternal organizations to their members or others; (e) the furnishing,
preparing, or serving for a consideration of food, meals or drinks; (f) a
transaction whereby the possession of property is transferred but the
seller retains the title as security for the payment of the price; (g) a
transfer for a consideration of the title of tangible personal property
which has been produced, fabricated or printed to the special order of
the customer, or of any publication, including, but not limited to, sign
construction, photofinishing, duplicating and photocopying; (h) a
transfer for a consideration of the occupancy of any room or rooms in a
hotel or lodging house for a period of thirty consecutive calendar days
or less; (i) the rendering of certain services for a consideration,
exclusive of such services rendered by an employee for his or her
employer, as follows: (A) Computer and data processing services,
including, but not limited to, time, and exclusive of services rendered
in connection with the creation, development hosting or maintenance
of all or part of a web site which is part of the graphical, hypertext
portion of the Internet, commonly referred to as the World-Wide Web,
(B) credit information and reporting services, (C) services by
employment agencies and agencies providing personnel services, (D)
private investigation, protection, patrol work, watchman and armored
car services, exclusive of services of off-duty police officers and
off-duty fire fighters, (E) painting and lettering services, (F)
photographic studio services, (G) telephone answering services, (H)
stenographic services, (I) services to industrial, commercial or

income-producing real property, including, but not limited to, such

sHB5815 / File No. 617 14



364
365
366
367
368
369
370
371
372
373
374
375
376
377
378
379
380
381
382
383
384
385
386
387
388
389
390
391
392
393
394
395
396

sHB5815 File No. 617

services as management, electrical, plumbing, painting and carpentry
and excluding any such services rendered in the voluntary evaluation,
prevention, treatment, containment or removal of hazardous waste, as
defined in section 22a-115, or other contaminants of air, water or soil,
provided income-producing property shall not include property used
exclusively for residential purposes in which the owner resides and
which contains no more than three dwelling units, or a housing facility
for low and moderate income families and persons owned or operated
by a nonprofit housing organization, as defined in subsection (29) of

section 12-412, as amended, (J) business analysis, management,

management consulting and public relations services, excluding (i) any
environmental consulting services, and (ii) any training services
provided by an institution of higher education licensed or accredited
by the Board of Governors of Higher Education pursuant to section
10a-34, (K) services providing "piped-in" music to business or
professional establishments, (L) flight instruction and chartering
services by a certificated air carrier on an aircraft, the use of which for
such purposes, but for the provisions of subsection (4) of section 12-410
and subsection (12) of section 12-411, would be deemed a retail sale
and a taxable storage or use, respectively, of such aircraft by such
carrier, (M) motor vehicle repair services, including any type of repair,
painting or replacement related to the body or any of the operating
parts of a motor vehicle, (N) motor vehicle parking, including the
provision of space, other than metered space, in a lot having thirty or
more spaces, excluding (i) space in a seasonal parking lot provided by
a person who is exempt from taxation under this chapter pursuant to
subsection (1), as amended, (5) or (8) of section 12-412, (ii) space in a
parking lot owned or leased under the terms of a lease of not less than
ten years' duration and operated by an employer for the exclusive use
of its employees, (iii) valet parking provided at any airport, and (iv)
space in municipally-operated railroad parking facilities in
municipalities located within an area of the state designated as a

severe nonattainment area for ozone under the federal Clean Air Act,
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(O) radio or television repair services, (P) furniture reupholstering and
repair services, (Q) repair services to any electrical or electronic device,
including, but not limited to, such equipment used for purposes of
refrigeration or air-conditioning, (R) lobbying or consulting services
for purposes of representing the interests of a client in relation to the
functions of any governmental entity or instrumentality, (S) services of
the agent of any person in relation to the sale of any item of tangible
personal property for such person, exclusive of the services of a
consignee selling works of art, as defined in subsection (b) of section
12-376¢, or articles of clothing or footwear intended to be worn on or
about the human body other than (i) any special clothing or footwear
primarily designed for athletic activity or protective use [and] which is
not normally worn except when used for the athletic activity or
protective use for which it was designed and (ii) jewelry, handbags,
luggage, umbrellas, wallets, watches and similar items carried on or
about the human body but not worn on the body in the manner
characteristic of clothing intended for exemption under subdivision
(47) of section 12-412, under consignment, exclusive of services
provided by an auctioneer, (T) locksmith services, (U) advertising or
public relations services, including layout, art direction, graphic
design, mechanical preparation or production supervision, not related
to the development of media advertising or cooperative direct mail
advertising, (V) landscaping and horticulture services, (W) window
cleaning services, (X) maintenance services, (Y) janitorial services, (Z)
exterminating services, (AA) swimming pool cleaning and
maintenance services, (BB) renovation and repair services as set forth
in this subparagraph, to other than industrial, commercial or
income-producing real property: Paving of any sort, painting or
staining, wallpapering, roofing, siding and exterior sheet metal work,
(CC) miscellaneous personal services included in industry group 729
in the Standard Industrial Classification Manual, United States Office
of Management and Budget, 1987 edition, exclusive of (i) services

rendered by massage therapists licensed pursuant to chapter 384a, and

sHB5815 / File No. 617 16



430
431
432
433
434
435
436
437
438
439
440
441
442
443
444
445
446
447
448
449
450
451
452
453
454
455
456
457
458
459
460
461
462

sHB5815 File No. 617

(ii) services rendered by a hypertrichologist licensed pursuant to
chapter 388, (DD) any repair or maintenance service to any item of
tangible personal property including any contract of warranty or
service related to any such item, (EE) business analysis, management
or managing consulting services rendered by a general partner, or an
affiliate thereof, to a limited partnership, provided (i) that the general
partner, or an affiliate thereof, is compensated for the rendition of such
services other than through a distributive share of partnership profits
or an annual percentage of partnership capital or assets established in
the limited partnership's offering statement, and (ii) the general
partner, or an affiliate thereof, offers such services to others, including
any other partnership. As used in subparagraph (EE)(i) "an affiliate of
a general partner' means an entity which is directly or indirectly

owned fifty per cent or more in common with a general partner; and

(FF) notwithstanding the provisions of section 12-412, as amended by
this act, except subsection (87) thereof, patient care services, as defined
in subsection (30) of this section by a hospital; (j) the leasing or rental
of tangible personal property of any kind whatsoever, including, but
not limited to, motor vehicles, linen or towels, machinery or apparatus,
office equipment and data processing equipment, provided for
purposes of this subdivision and the application of sales and use tax to
contracts of lease or rental of tangible personal property, the leasing or
rental of any motion picture film by the owner or operator of a motion
picture theater for purposes of display at such theater shall not
constitute a sale within the meaning of this subsection; (k) the
rendering of telecommunications service, as defined in subsection (26)
of this section, for a consideration on or after January 1, 1990, exclusive
of any such service rendered by an employee for his or her employer,
subject to the provisions related to telecommunications service in
accordance with section 12-407a; (I) the rendering of community
antenna television service, as defined in subsection (27) of this section,
for a consideration on or after January 1, 1990, exclusive of any such

service rendered by an employee for his or her employer; (m) the
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transfer for consideration of space or the right to use any space for the
purpose of storage or mooring of any noncommercial vessel, exclusive
of dry or wet storage or mooring of such vessel during the period
commencing on the first day of November in any year to and
including the thirtieth day of April of the next succeeding year; (n) the
sale for consideration of naming rights to any place of amusement,
entertainment or recreation within the meaning of subdivision (3) of

section 12-540; (0) admitting a patron into a motion picture show for a

charge of five dollars or more. Wherever in this chapter reference is

made to the sale of tangible personal property or services, it shall be
construed to include sales described in this subsection, except as may
be specifically provided to the contrary.

Sec. 13. Subdivision (3) of section 12-540 of the general statutes, as
amended by section 49 of public act 99-173, is repealed and the
following is substituted in lieu thereof:

(3) "Admission charge" means the amount paid, whether in the form
of a ticket price, license fee, skybox, luxury suite or club seat rental
charge or purchase price, or otherwise, for the right or privilege to
have access to a place or location where amusement, entertainment or
recreation is provided, exclusive of any charges for instruction, and
including any preferred seat license fee or any other payment required
in order to have the right to purchase seats or secure admission to any
such place or location. Places of amusement, entertainment or
recreation include, but are not limited to, theaters, [motion picture
shows,] auditoriums where lectures and concerts are given,
amusement parks, fairgrounds, race tracks, dance halls, ball parks,
stadiums, amphitheaters, convention centers, golf courses, miniature
golf courses, tennis courts, skating rinks, swimming pools, bathing
beaches, gymnasiums, auto shows, boat shows, camping shows, home

shows, dog shows and antique shows.

Sec. 14. Section 12-541 of the general statutes, as amended by section
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16 of public act 99-121, section 52 of public act 99-173, section 57 of
public act 99-241 and section 27 of public act 99-1 of the June special

session, is repealed and the following is substituted in lieu thereof:

There is hereby imposed a tax of ten per cent of the admission
charge to any place of amusement, entertainment or recreation, except
that no tax shall be imposed with respect to any admission charge (1)
when the admission charge is less than one dollar, [or, in the case of
any motion picture show, when the admission charge is not more than
tive dollars,] (2) when a daily admission charge is imposed which
entitles the patron to participate in an athletic or sporting activity, (3)
to any event, other than events held at the sportsplex, as defined in
section 32-651, all of the proceeds from which inure exclusively to an
entity which is exempt from federal income tax under the Internal
Revenue Code, provided such entity actively engages in and assumes
the financial risk associated with the presentation of such event, (4) to
any event, other than events held at the sportsplex, as defined in
section 32-651, which in the opinion of the commissioner, is conducted
primarily to raise funds for an entity which is exempt from federal
income tax under the Internal Revenue Code, provided the
commissioner is satisfied that the net profit which inures to such entity
from such event will exceed the amount of the admissions tax which,
but for this subdivision, would be imposed upon the person making
such charge to such event, (5) to (A) any event at the Hartford Civic
Center, the New Haven Coliseum, New Britain Beehive Stadium, New
Britain Stadium, effective for events occurring on or after the date such
stadium was placed in service, New Britain Veterans Memorial
Stadium, Bridgeport Harbor Yard Stadium, Stafford Motor Speedway,
Lime Rock Park, Thompson Speedway and Waterford Speedbowl,
facilities owned or managed by the Tennis Foundation of Connecticut
or any successor organization or the William A. O'Neill Convocation
Center, and (B) games of the New Britain Rock Cats, New Haven
Ravens or the Waterbury Spirit, (6) other than for events held at the

sportsplex, as defined in section 32-651, paid by centers of service for
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elderly persons, as described in subdivision (d) of section 17b-425, (7)
to any production featuring live performances by actors or musicians
presented at Gateway's Candlewood Playhouse, Ocean Beach Park or
any nonprofit theater or playhouse in the state, provided such theater
or playhouse possesses evidence confirming exemption from federal
tax under Section 501 of the Internal Revenue Code, or (8) to any
carnival or amusement ride. The tax shall be imposed upon the person
making such charge and reimbursement for the tax shall be collected
by such person from the purchaser. Such reimbursement, termed "tax",
shall be paid by the purchaser to the person making the admission
charge. Such tax, when added to the admission charge, shall be a debt
from the purchaser to the person making the admission charge and
shall be recoverable at law. The amount of tax reimbursement, when
so collected, shall be deemed to be a special fund in trust for the state

of Connecticut.

Sec. 15. Subdivisions (8) and (9) of section 12-407 of the general

statutes are repealed and the following is substituted in lieu thereof:

(8) (A) "Sales price" means the total amount for which tangible
personal property is sold by a retailer, the total amount of rent for
which occupancy of a room is transferred by an operator, the total
amount for which any service described in subsection (2) of this

section, as amended, is rendered by a retailer or the total amount of

payment or periodic payments for which tangible personal property is
leased by a retailer, valued in money, whether paid in money or
otherwise, which amount is due and owing to the retailer or operator
and, subject to the provisions of subsection (1) of section 12-408,
whether or not actually received by the retailer or operator, without
any deduction on account of any of the following: (i) The cost of the
property sold; (ii) the cost of materials used, labor or service cost,
interest charged, losses or any other expenses; (iii) for any sale
occurring on or after July 1, 1993, any charges by the retailer to the

purchaser for shipping or delivery, notwithstanding whether such
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charges are separately stated in a written contract, or on a bill or
invoice rendered to such purchaser or whether such shipping or
delivery is provided by the retailer or a third party. The provisions of
subparagraph (A) (iii) shall not apply to any item exempt from

taxation pursuant to section 12-412, as amended. Such total amount

includes any services that are a part of the sale; except as otherwise
provided in subparagraph (B)(v) or (B)(vi) of this subsection, any
amount for which credit is given to the purchaser by the retailer, and
all compensation and all employment-related expenses, whether or not
separately stated, paid to or on behalf of employees of a retailer of any
service described in subsection (2) of this section. (B) "Sales price" does
not include any of the following: (i) Cash discounts allowed and taken
on sales; (ii) any portion of the amount charged for property returned
by purchasers, which upon rescission of the contract of sale is
refunded either in cash or credit, provided the property is returned
within ninety days from the date of purchase; (iii) the amount of any
tax, not including any manufacturers' or importers' excise tax, imposed
by the United States upon or with respect to retail sales whether
imposed upon the retailer or the purchaser; (iv) the amount charged
for labor rendered in installing or applying the property sold,
provided such charge is separately stated and exclusive of such charge
for any service rendered within the purview of subparagraph (I) of
subdivision (i) of subsection (2) of this section; (v) unless the
provisions of subsection (4) of section 12-430 or of section 12-430a are
applicable, any amount for which credit is given to the purchaser by
the retailer, provided such credit is given solely for property of the
same kind accepted in part payment by the retailer and intended by
the retailer to be resold; (vi) the full face value of any coupon used by a
purchaser to reduce the price paid to a retailer for an item of tangible
personal property, whether or not the retailer will be reimbursed for
such coupon, in whole or in part, by the manufacturer of the item of
tangible personal property or by a third party; (vii) the amount

charged for separately stated compensation, fringe benefits, workers'
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compensation and payroll taxes or assessments paid to or on behalf of
employees of a retailer who has contracted to manage a service
recipient's property or business premises and renders management
services described in subdivision (i) of subsection (2) of this section, as
amended, provided, the employees perform such services solely for
the service recipient at its property or business premises and "sales
price" shall include the separately stated compensation, fringe benefits,
workers' compensation and payroll taxes or assessments paid to or on
behalf of any employee of the retailer who is an officer, director or
owner of more than five per cent of the outstanding capital stock of the
retailer. Determination whether an employee performs services solely
for a service recipient at its property or business premises for purposes
of this subdivision shall be made by reference to such employee's
activities during the time period beginning on the later of the
commencement of the management contract, the date of the
employee's first employment by the retailer or the date which is six
months immediately preceding the date of such determination; (viii)
the amount charged for separately stated compensation, fringe
benefits, workers' compensation and payroll taxes or assessments paid

to or on behalf of (I) a leased employee, or (II) a worksite employee by

a professional employver organization pursuant to a professional

employer agreement. For purposes of this subparagraph, an employee

shall be treated as a leased employee if the employee is provided to the
client at the commencement of an agreement with an employee leasing
organization under which at least seventy-five per cent of the
employees provided to the client at the commencement of such initial
agreement qualify as leased employees pursuant to Section 414(n) of
the Internal Revenue Code of 1986, or any subsequent corresponding
internal revenue code of the United States, as from time to time
amended, or the employee is added to the client's workforce by the
employee leasing organization subsequent to the commencement of
such initial agreement and qualifies as a leased employee pursuant to

Section 414(n) of said Internal Revenue Code of 1986 without regard to
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subparagraph (B) of paragraph (2) thereof. A leased employee, or a
worksite employee subject to a professional emplover agreement, shall

not include any employee who is hired by a temporary help service
and assigned to support or supplement the workforce of a temporary
help service's client; and (ix) any amount received by a retailer from a
purchaser as the battery deposit that is required to be paid under
subsection (a) of section 22a-245h; the refund value of a beverage
container that is required to be paid under subsection (a) of section
22a-244; or a deposit that is required by law to be paid by the
purchaser to the retailer and that is required by law to be refunded to
the purchaser by the retailer when the same or similar tangible
personal property is delivered as required by law to the retailer by the
purchaser, if such amount is separately stated on the bill or invoice

rendered by the retailer to the purchaser.

(9) (A) "Gross receipts" means the total amount of the sales price
from retail sales of tangible personal property by a retailer, the total
amount of the rent from transfers of occupancy of rooms by an
operator, the total amount of the sales price from retail sales of any

service described in subsection (2) of this section, as amended, by a

retailer of services, or the total amount of payment or periodic
payments from leases or rentals of tangible personal property by a
retailer, valued in money, whether received in money or otherwise,
which amount is due and owing to the retailer or operator and, subject
to the provisions of subsection (1) of section 12-408, as amended,
whether or not actually received by the retailer or operator, without
any deduction on account of any of the following: (i) The cost of the
property sold; however, in accordance with such regulations as the
Commissioner of Revenue Services may prescribe, a deduction may be
taken if the retailer has purchased property for some other purpose
than resale, has reimbursed his vendor for tax which the vendor is
required to pay to the state or has paid the use tax with respect to the
property, and has resold the property prior to making any use of the

property other than retention, demonstration or display while holding
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it for sale in the regular course of business. If such a deduction is taken
by the retailer, no refund or credit will be allowed to his vendor with
respect to the sale of the property; (ii) the cost of the materials used,
labor or service cost, interest paid, losses or any other expense; (iii) for
any sale occurring on or after July 1, 1993, except for any item exempt
from taxation pursuant to section 12-412, as amended, any charges by
the retailer to the purchaser for shipping or delivery, notwithstanding
whether such charges are separately stated in the written contract, or
on a bill or invoice rendered to such purchaser or whether such
shipping or delivery is provided by the retailer or a third party. The
total amount of the sales price includes any services that are a part of
the sale; all receipts, cash, credits and property of any kind; except as
otherwise provided in subparagraph (B)(v) or (B)(vi) of this subsection,
any amount for which credit is allowed by the retailer to the purchaser;
and all compensation and all employment-related expenses, whether
or not separately stated, paid to or on behalf of employees of a retailer
of any service described in subsection (2) of this section. (B) "Gross
receipts" do not include any of the following: (i) Cash discounts
allowed and taken on sales; (ii) any portion of the sales price of
property returned by purchasers, which upon rescission of the contract
of sale is refunded either in cash or credit, provided the property is
returned within ninety days from the date of sale; (iii) the amount of
any tax, not including any manufacturers' or importers' excise tax,
imposed by the United States upon or with respect to retail sales
whether imposed upon the retailer or the purchaser; (iv) the amount
charged for labor rendered in installing or applying the property sold,
provided such charge is separately stated and exclusive of such charge
for any service rendered within the purview of subparagraph (I) of
subdivision (i) of subsection (2) of this section; (v) unless the
provisions of subsection (4) of section 12-430 or of section 12-430a are
applicable, any amount for which credit is given to the purchaser by
the retailer, provided such credit is given solely for property of the

same kind accepted in part payment by the retailer and intended by
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the retailer to be resold; (vi) the full face value of any coupon used by a
purchaser to reduce the price paid to the retailer for an item of tangible
personal property, whether or not the retailer will be reimbursed for
such coupon, in whole or in part, by the manufacturer of the item of
tangible personal property or by a third party; (vii) the amount
charged for separately stated compensation, fringe benefits, workers'
compensation and payroll taxes or assessments paid to or on behalf of
employees of a retailer who has contracted to manage a service
recipient's property or business premises and renders management
services described in subdivision (i) of subsection (2) of this section,
provided the employees perform such services solely for the service
recipient at its property or business premises and "gross receipts" shall
include the separately stated compensation, fringe benefits, workers'
compensation and payroll taxes or assessments paid to or on behalf of
any employee of the retailer who is an officer, director or owner of
more than five per cent of the outstanding capital stock of the retailer.
Determination whether an employee performs services solely for a
service recipient at its property or business premises for purposes of
this subdivision shall be made by reference to such employee's
activities during the time period beginning on the later of the
commencement of the management contract, the date of the
employee's first employment by the retailer or the date which is six
months immediately preceding the date of such determination; (viii)
the amount charged for separately stated compensation, fringe
benefits, workers' compensation and payroll taxes or assessments paid
to or on behalf of (I) a leased employee, or (II) a worksite employee by

a professional employer organization pursuant to a professional

employer agreement. For purposes of this subparagraph, an employee

shall be treated as a leased employee if the employee is provided to the
client at the commencement of an agreement with an employee leasing
organization under which at least seventy-five per cent of the
employees provided to the client at the commencement of such initial

agreement qualify as leased employees pursuant to Section 414(n) of
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the Internal Revenue Code of 1986, or any subsequent corresponding
internal revenue code of the United States, as from time to time
amended, or the employee is added to the client's workforce by the
employee leasing organization subsequent to the commencement of
such initial agreement and qualifies as a leased employee pursuant to
Section 414(n) of said Internal Revenue Code of 1986 without regard to
subparagraph (B) of paragraph (2) thereof. A leased employee, or a

worksite employee subject to a professional emplover agreement, shall

not include any employee who is hired by a temporary help service
and assigned to support or supplement the workforce of a temporary
help service's client; and (ix) the amount received by a retailer from a
purchaser as the battery deposit that is required to be paid under
subsection (a) of section 22a-256h; the refund value of a beverage
container that is required to be paid under subsection (a) of section
22a-244 or a deposit that is required by law to be paid by the purchaser
to the retailer and that is required by law to be refunded to the
purchaser by the retailer when the same or similar tangible personal
property is delivered as required by law to the retailer by the
purchaser, if such amount is separately stated on the bill or invoice

rendered by the retailer to the purchaser.

Sec. 16. Section 12-407 of the general statutes, as amended by
sections 10 to 12, inclusive, of public act 99-173 and section 10 of public
act 99-285, is amended by adding subdivisions (31) to (33), inclusive, as
follows:

(NEW) (31) "Professional employer agreement' means a written
contract between a professional employer organization and a service
recipient whereby the professional employer organization agrees to
provide at least seventy-five per cent of the employees at the service
recipient's worksite, which contract provides that such worksite
employees are intended to be permanent employees rather than
temporary employees, and employer responsibilities for such worksite

employees, including hiring, firing and disciplining, are allocated
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between the professional employer organization and the service

recipient.

(NEW) (32) "Professional employer organization" means any person
that enters into a professional employer agreement with a service
recipient whereby the professional employer organization agrees to
provide at least seventy-five per cent of the employees at the service

recipient's worksite.

(NEW) (33) "Worksite employee" means an employee, the employer
responsibilities for which, including hiring, firing and disciplining, are
allocated, under a professional employer agreement, between a

professional employer organization and a service recipient.

Sec. 17. (NEW) (a) For income years commencing on or after
January 1, 2000, there shall be allowed as a credit against the tax
imposed by section 12-202a of the general statutes an amount as

calculated pursuant to subsection (b) of this section.

(b) The amount of credit allowed in any income year shall be equal
to fifty-five dollars multiplied by the sum of the number of persons
provided health care coverage by the taxpayer under the HUSKY
Medicaid Plan Part A, HUSKY Part B, or the HUSKY Plus programs,
each as defined in section 17b-290 of the general statutes, as amended,
on the first day of each month of the income year for which the credit

is taken, divided by twelve.

(c) The credit allowed under this section shall not be taken into
account for purposes of the instalment payments due under section 12-
204c of the general statutes but shall be taken into account in the

annual return required under section 12-205 of the general statutes.

(d) The amount of credit allowed any taxpayer under this section for
any income year may not exceed the amount of tax due from such

taxpayer under section 12-202a of the general statutes with respect to
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such income year.

Sec. 18. (NEW) (a) The Commissioner of Revenue Services shall
grant a credit against any tax due under the provisions of chapter 207,
208, 209, 210, 211 or 212 of the general statutes, for the donation to a
local or regional board of education or a public school of new
computers or used computers that are not more than two years old at
the time of the donation in accordance with this section. The amount of
the credit shall not exceed fifty per cent of the fair market value of the

new or used computer as described in this section.

(b) Any business firm may apply to the Commissioner of Revenue
Services for a tax credit under this section. The commissioner, in
consultation with the Commissioner of Education, shall develop an
application form for such credit which shall contain, but not be limited
to, the following information: (1) The number of computers to be
donated, (2) to whom the donation will be made, (3) when the
donation will be made, (4) the fair market value of the donated
computers, and (5) such additional information as the commissioner
may prescribe. A copy of a written agreement between the business
firm and the local or regional board of education or public school shall
be submitted with the application. The agreement shall provide for the
acceptance of the computers by the board of education or public
school, an acknowledgement that the computers are in good working
condition and a requirement for the business firm to install, set up and

provide training to school staff on such computers.

(c) Such applications may be submitted to the Commissioner of
Revenue Services on an ongoing basis. The commissioner shall review
each application and shall, not later than thirty days following its
receipt, approve or disapprove the application. The decision of the
commissioner to approve or disapprove an application pursuant to the
provisions of this section shall be in writing and, if the commissioner

approves the proposal, the commissioner shall state the maximum
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credit allowable to the business firm. A copy of the decision shall be
attached to the tax return of the business firm upon which the tax

credit granted pursuant to this section is claimed.

(d) (1) The amount of the credit granted to any business firm under
the provisions of this section shall not exceed seventy-five thousand
dollars annually. The total amount of all tax credits allowed to all
business firms pursuant to the provisions of this section shall not
exceed one million dollars in any one fiscal year. (2) The credit may
only be used to reduce the taxpayer's tax liability for the year in which
the donation is made and shall not be used to reduce such liability to

less than zero.

Sec. 19. This act shall take effect from its passage, and sections 7 and
18 shall be applicable to income years commencing on and after
January 1, 2000, and section 17 shall be applicable to taxable years
commencing January 1, 2000, except that sections 1 to 5, inclusive, and
15 and 16 shall take effect July 1, 2000, and shall be applicable to sales
occurring on and after July 1, 2000, and section 6 shall take effect July
1, 2000, and shall be applicable to gifts made on or after January 1,
2001, and sections 12 to 14, inclusive, shall take effect January 1, 2001,
and section 12 shall be applicable to sales occurring on and after
January 1, 2001.

FIN Committee Vote: Yea 46 Nay O JFS
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the

General Assembly, solely for the purpose of information, summarization, and explanation, and do not

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

OFA Fiscal Note

State Impact:

Affected Agencies:

Municipal Impact:

Explanation

State Impact:

Revenue Loss (General Fund), Revenue Loss
(Transportation Fund), Cost (General Fund)

Department of Revenue Services, Department
of Consumer Protection, Office of Policy and
Management

None

The table below summarizes the revenue impact of the bill.

GF Rev. Loss
(in millions)
TF Rev. Loss
(in millions)

FY 00
($17.5)

FY 01
($126.4)

($53.4)

FY 02
($130.7)

($67.6)

FY 03
($130.4)

($96.0)

The table below presents a brief section-by-section description of the

provisions contained in the bill and their associated fiscal impact.

Sec.

Sales & Use Tax

Description

FYOl\ FYOZ‘ FY 03

(in millions)

1 Exempts the following items, Effective 7/1/00:
a) television equipment used as a reading aid by (0.1) 0.1) (0.1)
persons who are visually impaired;
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Sec.

11

12

15,16

Description

b) canes;
c) support hose specially designed to aid blood
circulation.

Increases the clothing and footwear exemption
from $50 to $75 per item. Effective, 7/1/00.

Exempts caskets used for burial (in addition to
the current exemption for the first $2,500 of
personal property for burial services). Effective
7/1/00.

Exempts the following items, effective 7/1/00:
a) specially formulated gum, inhalants, or
similar products designed to aid in the cessation
of smoking;

b) child car seats;

c) college textbooks.

Accelerates the phase-out of the sales tax on
internet services access charges. As of 7/1/00 the
tax will be 1% and on 7/1/01 the tax is
eliminated. Under current law, the tax on
internet charges is being phased out; effective
7/1/00 the tax was scheduled to be reduced
from 3% to 2%, 7/1/01 from 2% to 1%, and
7/1/02 from 1% to 0%).

Establishes two annual sales tax free weeks.
Items of clothing and footwear costing less than
$300 will be exempt from the sales and use tax
from August 15 -21 and from January 15-21 each
year. Effective, 7/1/00.

Subjects movie tickets to the sales tax (section 13
eliminates movie tickets from the admissions
tax). Effective, 1/1/01.

Extends an existing sales tax exemption for
leased employees wages and benefits to
employees of Professional Employment
Organizations (PEO’s). Effective, 7/1/00.

Gift Tax

FY 01 \ FY 02\ FY 03
(in millions)

o1 (1] (0.1)

1) (01 (0.1)

(29.0)) (29.0)| (29.0)

o1  ©n (©1)

02)] (02| (0.2

05)| (05) (05)
35)| (35)| (35)

6.0) 60| (60

1.6 3.2 3.2
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Sec. Description

6 Phases-out the gift tax on gifts under $1 million
over a six-year period. The Revenue loss after the
phase-out is complete in FY 07 is $18.4 million.
Effective, beginning with gifts given after
1/1/01.

Corporation Tax

7 Increases the credit cap on Hiring Incentive Tax
Credit (HITC) program from $1 million to $2
million per year. Effective, 1/1/00.

18 Establishes a credit for the donation of new or
used computers to local schools. Effective,
1/1/00.

Hospital Gross Earnings
8 The tax is eliminated, effective April 1, 2000
(revenue loss in FY 00, $17.5 million).

Admissions Tax

13,14 |Eliminates movie tickets costing over $5 from the
tax (tickets under $5 are already exempt).
Effective, 1/1/01.

Insurance Companies

17 Establishes a tax credit for HMO's providing
medical coverage through HUSKY A or HUSKY
B. The credit is equal to $55 times the average
monthly enrollment in the programs per
calendar year. Effective, 1/1/00.

Total General Fund Impact

Transportation Fund

Motor Fuels Tax
9 Tax per gallon of gasoline and gasohol is
reduced according to following schedule:
From To
July 1, 2000 32 cents* 28 cents
July 1, 2001 28 cents 27 cents
July 1, 2002 27 cents 25 cents
* current rate for gasohol is 31-cents/gallon
Total Transportation Fund Impact

FYOl\ FYOZ‘ FY 03

(in millions)

(1.0)

(72.0)

(10.5)

(126.4)

(53.4)

(53.4)

(3.8)

(72.0)

(10.5)

(130.7)

(67.6)

(67.6)

(4.5)

(72.0)

(10.5)

(130.4)

(96.0)

(96.0)
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It is anticipated that the Department of Consumer Protection (DCP)
and the Office of Policy Management (OPM) will incur costs to
monitor, enforce, and study compliance with the motor fuels and retail
price reduction requirements. In FY 99 when there was a similar gas
tax cut, DCP expended approximately $16,000 out of the $125,000
appropriated for 4 temporary staff to monitor and enforce compliance.
The Senate version of the budget includes $125,000 from the FY 00
surplus for DCP; no funding for this purpose has been included in the
House version of the budget. In FY 99, OPM expended approximately
$75,000 to conduct a study of the gas tax cut. The Senate version of the
budget includes $100,000 from the FY 00 surplus for OPM; no funding

for this purpose has been included in the House version of the budget.
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OLR Bill Analysis
sHB 5815

AN ACT REDUCING VARIOUS TAXES.

SUMMARY:
This bill reduces various taxes and provides various tax credits and
exemptions. It:

1.

reduces the per-gallon tax on gasoline by seven cents and the tax on
gasohol by six cents over three years starting July 1, 2000;

requires dealers to pass on to consumers the initial four-cent gas
and the three-cent gasohol tax reduction that takes effect July 1,
2000 by reducing their retail prices by a comparable amount and
maintaining the reduced price for 120 days;

increases, from $50 to $75, the cost of clothing and footwear that is
exempt from sales tax;

eliminates the sales tax on clothing and footwear costing less than
$300 during the weeks of August 15 to 21 and January 15 to 21 each
year;

exempts several specific items from the sales tax;

speeds up the current phase-out of the sales tax on Internet access
service by eliminating it over the next two years rather than the
next three;

extends an existing sales tax exemption for leased employee wages
and benefits to employees paid under professional employee

agreements;

eliminates the 4.5% hospital gross earnings tax beginning April 1,
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2000;

9. phases out the tax on gifts under $1 million over six years starting
January 1, 2001;

10. gives health maintenance organizations (HMOs) a credit against
their subscriber tax for providing health coverage to children under

the HUSKY Plans;

11. gives tax credits to businesses that donate computers to public
schools and school systems;

12. doubles, from $1 million to $2 million, the total amount of tax
credits available to businesses that employ welfare recipients; and

13. reduces, from 10% to 6%, the tax on movie tickets costing more
than $5.

EFFECTIVE DATE: Upon passage except as follows:
1. The business tax credits for employing welfare recipients and
donating computers to schools apply to tax years starting January

1, 2000.

2. The HMO credit against the subscriber tax applies to taxable years
beginning January 1, 2000.

3. The sales tax exemptions take effect July 1, 2000 and apply to sales
occurring on and after that date.

4. The gift tax phase-out takes effect July 1, 2000 and applies to gifts
made on or after January 1, 2001.

5. The movie-ticket provisions take effect January 1, 2001 and apply
sales on or after that date.

GAS TAX

Tax Reduction
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The bill reduces the tax on gasoline from 32 to 25 cents and the tax on
gasohol from 31 to 25 cents per gallon over three years according to the
following schedule:

Per-Gallon Rate Per-Gallon Rate
(Gasoline) (Gasohol)
Current law $0.32 $0.31
As of July 1, 2000 $0.28 $0.28
As of July 1, 2001 $0.27 $0.27
As of July 1, 2002 $0.25 $0.25

The tax is paid by gasoline and gasohol distributors. Distributors (1)
import or cause fuel to be imported into the state for sale or use here;
(2) produce, refine, manufacture, or compound fuel in the state; (3)
distribute fuel by tank wagon in the state; or (4) store fuel in tanks or
containers over a certain size.

Dealer Price Reduction Requirements

The bill requires gasoline dealers to pass on the July 1, 2000 tax
reduction (four cents per gallon for gasoline and three cents for
gasohol) by reducing their retail prices a corresponding amount
between July 1 and October 1, 2000. Dealers must maintain the
reduced price for 120 days.

A dealer must reduce his prices by July 3, 2000, or the close of business
on the day on which he sells all the gas that was in his inventory at
midnight on July 1, 2000, whichever is later.

The same price reduction requirements applied to the gas and gasohol
tax reduction that took effect July 1, 1998 except that, for that
reduction, dealers were required to maintain the lower price for 90,
rather than 120, days.

Penalties

The bill applies the same penalties to a dealer who fails to lower his
prices as applied in 1998. The dealer is subject to the penalties for false
statement, which are a maximum $500 fine, six months in prison, or
both. In addition, the Department of Consumer Protection (DCP)
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commissioner may suspend or revoke his license. Such violations are
deemed unfair or deceptive trade practices. The bill requires the DCP
commissioner, when deciding whether to issue or renew a dealer
license, to consider whether the dealer has been found to have violated
the price reduction requirements.

Under the bill, a dealer has the following affirmative defenses: (1) the
wholesale price of gas increased after the tax reduction, (2) another gas
tax increased after the tax reduction, or (3) another bona fide business
cost increased and caused him to decide not to reduce his gas prices or
keep them at a reduced level.

SALES TAX

Exemption During Specified Weeks

The bill eliminates the sales tax on clothing and footwear costing less
than $300 during the weeks of August 15 to 21 and January 15 to 21

annually. It excludes the following from the exemption:

1. special athletic and protective clothing and footwear not normally
worn except for its specialized use and

2. jewelry, handbags, luggage, umbrellas, wallets, watches, and
similar items that people carry but do not wear like clothing or
footwear.

Iltems Exempted

The bill exempts the following from sales and use taxes:

1. closed-circuit television equipment used to help visually impaired
people read;

2. canes for invalids and handicapped people;

3. support hose specially designed to help blood circulation bought
by someone with a medical need for it;
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4. specially formulated gum, inhalants, or similar products to help
people stop smoking;

5. child car seats;
6. college textbooks; and
7. burial caskets.

The exemption for college textbooks applies to textbooks sold to a full
or part-time student enrolled in a college or university who presents a
valid student ID card. The textbook must be required or
recommended for a college or university course.

The exemption for caskets expands an existing exemption for property
used by funeral homes in preparing for or conducting burials and
cremations, up to $2,500 per funeral. The new exemption applies to
caskets sold by anyone, not just funeral homes.

Internet Access

The bill phases out the sales tax on Internet access services over two
years, reducing it, from 3% to 1%, as of July 1, 2000 and eliminating it
as of July 1, 2001. The tax on sales of all computer and data processing
services, including Internet access, is currently in the third year of a
six-year phase-out. The tax on those services is currently 3%. It is
scheduled to drop to 2% on July 1, 2000; 1% on July 1, 2001; and to be
eliminated on July 1, 2002.

Professional Employer Agreements

The bill extends the current sales tax exemption for separately stated
wages and benefits paid to or on behalf of certain leased employees to
also cover such wages and benefits paid to worksite employees by
professional employer organizations under professional employer
agreements.

The bill defines “professional employer agreements” as written
contracts between a professional employer organization (PEO) and a
customer under which the PEO agrees to provide at least 75% of the
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employees at the customer’s worksite (“worksite employees”). Under
the contract, the worksite employees must be permanent. The contract
must allocate employer responsibilities for the worksite employees,
including hiring, firing, and discipline, between the PEO and the
customer.

The bill excludes worksite employees provided under a professional
employer agreement from the definition of temporary employees hired
by a temporary help service and assigned to support or supplement a
customer’s workforce. Leased employees are already excluded from
that definition.

GIFT TAX

The bill phases out the state tax on gifts under $1 million over six years
from January 1, 2001 through December 30, 2006. The state gift tax
applies to gifts subject to the federal gift tax (certain gifts valued at
more than $10,000). The bill’s phase-out schedule is as follows:

Current Law As of 1/1/01 As of 1/1/02 As of 1/1/03
Gift Tax Gift Tax Gift Tax Gift Tax
$25,000 or | 1%
under
$25,001- $250 $25,001- $250
$50,000 plus 2% $50,000 plus 2%

over over
$25,000 $25,000
$50,001- $750 $50,001- $750 $50,001- $750
$75,000 plus3% | $75,000 plus 3% | $75,000 plus 3%
over over over
$50,000 $50,000 $50,000

$75,001- $1,500 $75,001- $1,500 $75,001- $1,500 $75,001- | $1,500
$100,000 plus 4% $100,000 plus 4% $100,000 plus 4% $100,000 | plus4%
over over over over
$75,000 $75,000 $75,000 $75,000

$100,001- | $2,500 $100,001- | $2,500 $100,001- | $2,500 $100,001 | $2,500

$200,000 | plus5% | $675,000 | plus5% | $700,000 | plus5% | - plus 5%
over over over $700,000 | over
$100,000 $100,000 $100,000 $100,000

Over $7,500 Over $31,250 Over $32,500 Over $32,500

$200,000 plus 6% $675,000 plus 6% $700,000 plus 6% $700,000 | plus 6%
over over over over
$200,000 $675,000 $700,000 $700,000

As of 1/1/04 As of 1/1/05 As of 1/1/06

Gift Tax Gift Tax Gift Tax

$100,001- $2,500 plus 5%
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$850,000 over $100,000

Over $850,000 | $40,000 plus Over $950,000 | $45,000 plus | Over $1 $47,500 plus
6% over 6% over million 6% over $1
$850,000 $950,000 million

HMO TAX CREDIT

The bill gives HMOs a credit against their net direct subscriber tax of
$55 for each child for which they provide health coverage under the
HUSKY A, HUSKY B, or HUSKY Plus programs. The amount of the
credit must be figured by multiplying the number of such children the
HMO covers on the first day of each month of the income year for
which they are claiming the credit by $55 and dividing the total by 12.

The bill requires HMOs to take the credit into account on their annual
tax returns but bars them from doing so in their quarterly payments.
By law annual returns must be submitted by March 1 of the year
following the tax year. But HMOs must pay estimated tax in four
quarterly installments during the tax year. The first two are 30% and
the last two are 20% of the HMO'’s estimated annual payment. HMOs
must pay at least 90% of the tax for the year or 100% of the tax they
paid in the previous year, whichever is less.

HUSKY Part A provides health coverage for children in low-income
families under Medicaid, HUSKY Part B is a federal health insurance
program for children in families with incomes greater than 185% of the
federal poverty level, and HUSKY Plus provides coverage for children
with severe physical or behavioral disabilities who qualify for HUSKY
B.

COMPUTER DONATION CREDIT

The bill gives companies that donate new or used computers less than
two years old to local or regional boards of education or public schools
a tax credit equal to 50% of the computers’ fair market value. The
maximum annual credit for any one business is $75,000 and the total of
all credits cannot exceed $1 million in any fiscal year. Credits cannot
be carried forward to subsequent years and cannot be used to reduce
the taxpayer’s liability below zero.
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The credit applies to the corporation tax; premium taxes on insurance
companies and HMOs; and gross earnings taxes on air carriers,
railroad companies, express, telegraph, cable, and community antenna
television companies, and utilities.

Businesses must apply for the credits on a Department of Revenue
Services (DRS) form that must state, at least, the number and fair
market value of the donated computers and to whom and when they
were donated. The application must be accompanied by a written
agreement between the business and the receiving board of education
or school that (1) provides for the board or school to accept the
computers; (2) acknowledges that they are in good working order; and
(3) requires the business to install, set up, and provide staff training on
the computers.

The bill allows businesses to submit applications for the credits on an
ongoing basis. The DRS commissioner must review each application
and approve or reject it within 30 days. His decision must be in
writing and, if he approves the application, must state the maximum
credit the business is allowed. The company must attach a copy of the
decision to its tax return when it claims the credit.

WELFARE-TO-WORK CORPORATION TAX CREDIT

The bill increases, from $1 million to $2 million, the total amount of
credits against the corporation tax available to companies that employ
long-term welfare recipients. The creditis $125 for each full month an
eligible employee works for the firm. To be eligible, the employee (1)
must work at least 30 hours a week, (2) have received Temporary
Family Assistance benefits for more than nine months before being
hired, and (3) meet other requirements established by the labor
commissioner.

MOVIE TICKETS
The bill reduces the tax on movie tickets costing more than $5 by
exempting them from the 10% admissions tax and instead subjecting

them to the 6% sales tax.

COMMITTEE ACTION
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Finance, Revenue and Bonding Committee

Joint Favorable Substitute
Yea 46 Nay 0
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