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NOTICE TO READERS

In its 2000 regular session the General Assembly enacted new laws and changed existing programs of particular interest to Connecticut's businesses. This report provides brief highlights of acts that affect the business community generally.  In some cases we include acts that affect specific industries, such as banks, insurance companies, and telecommunications companies. We do not discuss any of the bond authorizations found in PA 00-167 or any other act that directs funds to a particular project (e.g. Adriaen’s Landing and UConn Stadium).

The summaries in this report are in lay terms and are not intended to be legal interpretations. We encourage readers to obtain the full text of acts that interest them from the Connecticut State Library or the House Clerk's Office. Complete summaries of all public acts passed during the 2000 session will be available in early fall when OLR's Public Act Summary book is published or via our web page (www.cga.state.ct.us/olr).
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Banks and Credit Unions

Stop Payment Fees Cover Longer Periods

This act requires state and federally chartered banks and credit unions to make their fee for stopping payment on a check cover not only the initial six-month stop payment period, but also the first six-month renewal. Under the state’s Uniform Commercial Code, a written stop payment order is good for six months and the customer can renew it for additional six-month periods. (PA 00-15, effective October 1, 2000)

Business Climate

Corporation Tax Apportionment

 

This act requires multi-state manufacturers and broadcasters to apportion net income for corporation tax purposes based on a single factor: gross receipts from sales in Connecticut compared to total receipts. Under the act, “broadcasters” include television and radio broadcasters, cable television systems and networks, and affiliated program production entities. 

An apportionment formula based only on receipts allows manufacturers and broadcasters with lots of property and employees in the state to pay less if most of their sales are outside Connecticut. Conversely, companies whose share of sales in Connecticut is greater than their share of property and payroll here pay more under a single-factor formula. (PA 00-170, effective upon passage)
Doing Business With the State Treasurer

This act establishes additional restrictions on activities related to the treasurer’s office and investment services firms that do business with the treasurer’s office. 

It: 

1. prohibits the treasurer, the deputy treasurer, candidates for treasurer, and Investment Advisory Council (IAC) members from soliciting campaign contributions from investment services firms that do business with the treasurer’s office; 

2. extends the campaign contribution ban on the owners and employees of such firms from covering treasurer candidates to covering all candidates;

3. requires prior disclosure of third-party fees the treasurer and quasi-public agencies pay in connection with securities investment contracts, and bars the treasurer, her agents, and employees from directing the payment of third-party fees or making personal use of credits or other valuable items given by a broker or firm in connection with trust fund investments; and  

4. bans anyone from paying or receiving “finder’s fees,” including lobbying fees, in connection with any transaction involving the state, a quasi-public agency, or a political subdivision.  The ban does not apply to compensation paid to investment professionals for specified investment-related services or to licensed real-estate brokers and salespeople. 

Finally, the act imposes civil penalties for violating the third-party and finder’s fee provisions. (PA 00-43, effective on passage)

Gasoline Tax Reduction

This act reduces the per-gallon tax on gasoline and gasohol by seven cents as of July 1, 2000 and requires dealers to pass the reduction on to consumers by reducing their retail prices by that amount and maintaining the reduced price for 120 days. (PA 00-170, effective upon passage)

Regulation Of Cigarette Manufacturers

 

This act requires any tobacco products manufacturer that sells cigarettes in Connecticut to either (1) enter into, and meet obligations under, the master settlement agreement between Connecticut and four leading tobacco products manufacturers reached on November 23, 1998, or (2) pay certain amounts into a qualified escrow fund.  

A manufacturer that chooses the escrow option must begin the fund and, by April 15 of any applicable year, pay into it a specified amount for each cigarette sold. The amount starts at just over one cent per cigarette for the second half of 2000 and rises to 1.9 cents per cigarette for 2007 and each year thereafter. Manufacturers must certify annually their compliance with the escrow requirements to the attorney general. This act is the “model statute” required under the tobacco master settlement agreement. (PA 00-208, effective July 1, 2000)

Sales Tax Exemption

 

Under this act, an out-of-state retailer not otherwise engaged in business in Connecticut (such as an Internet or catalogue firm) is not required to pay state sales tax solely because it purchases fulfillment services from an unaffiliated in-state company or owns property stored at that company. Likewise, the act exempts a fulfillment company from any requirement to pay sales tax on items it stores or ships for an unaffiliated out-of-state retailer.

A company provides “fulfillment services” when it receives orders from a retailer, fills them from the retailer’s inventory stored on its premises, and ships the merchandise. (PA 00-227, effective October 1, 2000)
Business Tax Credits

Classroom and Computer-Related Donations to Higher Education Institutions

A new law gives a company a credit of up to $2 million against sales tax owed on computer equipment bought on or after July 1, 2000 for use in Connecticut for electronic commerce if it is (1) selected by the commissioner of higher education and (2) a sales tax direct pay permit holder.

The credit equals the resources the company provides on or after July 1, 2000 to a Connecticut college or university for (1) designing, planning, building, or renovating buildings or classrooms; (2) acquiring computer equipment; or (3) acquiring property or licenses needed to operate computer programs used for student instruction in business studies related to electronic commerce or workforce development programs.  In calculating the amount of the resources provided, a company can include cash and the value of property and services. (PA 00-170, effective July 1, 2000 and applicable to sales occurring on or after that date)

 

Computer Donations to Schools

Companies that donate new or used computers less than two years old to local boards of education or public schools may take 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 can apply to a variety of business taxes.

Credit applications 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. (PA 00-170, effective on passage and applicable to income years starting on or after January 1, 2000)

Financial Institution Assistance

  

This act makes a financial institution with at least 2,000 qualified employees at a facility or facilities in a municipality with more than 100,000 people eligible for additional tax credits and Manufacturing Assistance Act (MAA) assistance. Under the act, the company may qualify for up to $25 million in tax credits. The initial qualified year for the tax credits is the income year the Department of Economic and Community Development (DECD) executes an agreement to provide the new MAA financing. The company’s tax credit level beyond the 10th income year hinges on whether it has at least 3,000 qualified employees in the state.

The act authorizes DECD to give this business MAA assistance and exempts the assistance from the requirement that economic development assistance to any company that exceeds $10 million in two years be specifically approved by the General Assembly. (PA 00-170, effective upon passage)

HMO Tax Credit

The legislature created a tax credit for health maintenance organizations (HMOs) that provide health coverage to children under the HUSKY Plans. The act gives HMOs a credit against their net direct subscriber tax of $55 for each child they cover under the HUSKY A, HUSKY B, or HUSKY Plus health insurance programs. (PA 00-170, effective upon passage)

Housing Tax Credits

This act removes the $75,000 annual ceiling on housing tax credits that businesses can qualify for under the low- and moderate-income housing tax program and allows S corporations to qualify. Businesses receive tax credit vouchers from the Connecticut Housing Finance Authority in exchange for making cash contributions to nonprofit developers of low- and moderate-income housing. The act maintains the annual $5 million limit for total credits. (PA 00-170, effective upon passage)

Urban and Industrial Investment and

Brownfield Investment Tax Credits

The legislature authorized up to $500 million in business tax credits for investments in two types of projects. One type is the clean up and redevelopment of a contaminated or potentially contaminated site anywhere in the state. The other type must be in a town with an enterprise zone, a distressed municipality, or a town with a population of more than 100,000. A project must generate substantial economic benefits by itself or in conjunction with related projects. A business can invest the funds directly in a project or through a fund manager. The economic and community development commissioner grants the credits, which can last for up to 10 years. Investors must repay the credits if the project fails to generate the projected revenue. (PA 00-170, effective July 1, 2000)

Consumer Protection

Consumer Privacy
This new law, with certain exceptions, prohibits retailers who issue discount cards from selling, leasing, or relinquishing consumer information (1) without giving the consumer reasonable prior written notice and the opportunity to object to the disclosure or (2) after a consumer objects. It applies to retailers who (1) sell goods primarily for personal, family, or household use at retail and (2) issue or have issued discount cards or devices in this state. Retailers must permit consumers to object to disclosure when they apply for a card or receive an unsolicited card. (PA 00-100, effective October 1, 2000)

Motor Vehicle Leases

This act makes unenforceable any retail motor vehicle lease provision that attempts to exclude or modify an implied warranty of merchantability or fitness, or a remedy for breach of such warranties.  In addition, it delays by one year, to July 1, 2001, implementation of the 1999 law requiring motor vehicle lessors to disclose the lease amount financed, the lease finance charge, and the lease rate and that they use a specified formula to disclose the lease rate to consumers. Finally, it requires these lessors to make the disclosures required by the federal Consumer Credit Protection Act and Regulation M before the consumer signs the lease, regardless of whether the lease is subject to that act.  (PA 00-219, effective October 1, 2000, except the delay in implementing the provisions of PA 99-278 is effective upon passage)

Reporting Late Utility Bills to Credit Bureaus

This act bars tele-communications companies and non-utility gas suppliers from reporting residential customers’ nonpayment to credit bureaus until the customer is 60 days delinquent.  It bars these companies from making a report while the customer has a complaint pending before the Department of Public Utility Control (DPUC) or on appeal.  The act applies to telephone companies and municipal and private electric, gas, and water utilities. It requires all of these companies to notify delinquent customers before reporting their nonpayment to credit bureaus. (PA 00-41, effective October 1, 2000)

Telephone Solicitations

This act prohibits telephone solicitors from making or causing unsolicited telephone sales calls to consumers who have indicated they do not wish to receive them through a state “no sales solicitation calls” list, with certain exceptions.  It authorizes the Department of Consumer Protection (DCP) to operate the list or to contract with an organization that has maintained a national list for at least two years to do so.

It prohibits telephone solicitors from calling between 8:00 a.m. and 9:00 a.m. Federal law already prohibits calls from 9:00 p.m. to 8:00 a.m. the next morning.  

It makes a violation of its provisions an unfair or deceptive trade practice and establishes a defense for telemarketers that take prescribed steps to implement the act.

Finally, it authorizes the DCP commissioner to adopt implementing regulations and requires DCP to study regulation of automatic dialing devices. (PA 00-118, effective January 1, 2001, except the study provision is effective October 1, 2000)

Economic Development

Brownfield Redevelopment Changes

This act allows DECD to provide funds to brownfield redevelopers for remediation insurance and insurance deductibles.

It authorizes the DECD commissioner to make Special Contaminated Property Remediation and Insurance Fund (SCPRIF) loans for demolition projects that include lead and asbestos removal or abatement costs.  (PA 00-171, effective October 1, 2000)
The legislature required that the determination of the value of property taken by eminent domain (by a municipal redevelopment agency and certain other agencies) take into account any evidence of its fair market value, including its environmental condition and the cost of environmental remediation, when the valuation is challenged. A number of court cases have held that evidence of environmental contamination or cost estimates of remediation cannot be considered in eminent domain proceedings.  The act also entitles the previous property owner to a setoff of such costs in any pending or subsequent suit to recover remediation costs for the property. (PA 00-89, effective upon passage)

Freedom of Information and Economic Development

This act subjects municipally designated agencies that prepare and implement economic development plans to the Freedom of Information Act (FOIA). These agencies may include an economic development or public works commission, redevelopment agency, nonprofit development corporation, or any other agency the town designates.

It also exempts from disclosure under FOIA information DECD or the Connecticut Development Authority (CDA) gets pursuant to any agreement entered before October 1, 2000. The exemption affects (1) financial assistance applications submitted to DECD or CDA before October 1, 2000 and (2) related information they obtain on these applications. (PA 00-136, effective October 1, 2000)

Matching Grants for Businesses New to Exporting

This act authorizes state matching grants or third party in-kind donations to help businesses develop the expertise needed to export goods and services to foreign markets.  The economic and community development commissioner can provide this assistance through economic clusters or other types of organizations representing these businesses. (PA 00-153, effective October 1, 2000)

Employee and Workforce Development

High-Technology Workforce Development

 

The General Assembly provided several incentives to encourage students to enter high-technology fields.  It established pilot scholarship and loan reimbursement programs to be run by the Department of Higher Education for students interested in getting, or who have gotten, college degrees in high-technology fields. It directed DECD to help high-technology companies develop a cooperative internship program for students majoring in information technology-related fields and attending colleges or universities in or outside Connecticut and required the Connecticut Employment and Training Commission to develop a long-range strategic plan to address the state’s information technology and electronic commerce workforce development and research needs.  

It allowed Connecticut Innovations, Inc. (CII) to establish financial and other types of programs to attract and retain residents with post-secondary education in science, engineering, mathematics, and other disciplines integral to developing and applying technology. (PA 00-187, effective July 1, 2000)  

Individual Development Accounts

This act establishes a statewide individual development account (IDA) program, called the “Connecticut IDA Initiative.” An IDA, under the act, is a savings account in a state-certified IDA program that contains an individual’s funds solely for (1) purchase of, or investment in, a small business, (2) education and job training costs, (3) a home purchase, (4) purchase of an automobile to obtain or maintain employment, or (5) a lease deposit on a primary residence.

IDAs are intended to encourage low-income employed people and qualified disabled people to save for specified purposes by matching the money they deposit in bank accounts under the program.  The maximum state match ratio is $2 for every $1 the participant deposits; the match cannot exceed $1,000 per calendar year and $3,000 for the duration of the program. Private companies contributing to the program will receive a 5% corporation tax credit. (PA 00-192, effective January 1, 2000)

Welfare-to-Work Training

 

To help promote sufficiency among poor workers and former welfare recipients with children, a new act requires the Labor Department, in cooperation with the Social Services Department, to provide state-funded work-study slots in (1) training programs certified under the Workforce Investment Act of 1998 and (2) training and education programs at public higher education institutions. The program must give priority to individuals whose earnings are no more than the federal poverty level. It must include slots for training and educational programs that serve job seekers entering nontraditional fields (as defined by the U.S. Labor Department) and provide transportation and child-care assistance. (PA 00-204, effective July 1, 2000)

Employees: Wages, Health Insurance, and Workers’ Compensation.

Minimum Wage Increases

This act increases the minimum wage by 55¢ over a two-year period. The minimum wage will increase from $6.15 to $6.40 an hour beginning January 1, 2001 and rise to $6.70 beginning January 1, 2002. 

By law, employers of tipped employees receive a 23% credit against the minimum wage for these employees. As a result of the credit, they currently pay tipped employees $4.74 per hour. The act freezes the hourly amount employers must pay tipped employees at $4.74 until January 1, 2003, at which time they must pay at least $5.16 per hour ($6.70 minus 23%).  It requires employers to pay bartenders who regularly receive tips $6.15 per hour until January 1, 2003, when they must receive $6.70. 

Finally, the act allows 15-year olds to work in retail food stores on any Saturday during the year. Prior law barred them from doing so unless school was not in session for at least five consecutive days (PA 00-144, effective October 1, 2000)
Health Insurance Portability Extension

This act extends the period of health insurance portability. By law, health insurers must cover the preexisting condition of a newly insured person who was covered for that condition under his preceding coverage if that coverage did not lapse for more than 62 days before coverage under the new plan began.  The act extends the maximum lapse period to 119 days.

Under the law, if an insured person loses coverage because of involuntary loss of employment and obtains new coverage, the preexisting condition is covered if he obtained new coverage within 90 days of losing it and applies for it within 63 days of eligibility. The act extends the lapse period from 90 to 150 days but reduces the application period to 30 days. (PA 00-121, effective October 1, 2000)

Fines for Illegal Subcontracting

This act extends to employers or their agents an existing $300-per-violation civil penalty for attempting to defraud an insurance company that provides them with workers' compensation coverage. They are subject to the penalty if they misclassify employees as independent subcontractors or misrepresent the number of their employees in order to receive lower premiums. The act also authorizes the labor commissioner to investigate employee misrepresentation fraud. (PA 00-58, effective October 1, 2000)

Environmental Issues

Criminal Violation Changes

The legislature made several changes to the enforcement laws regarding hazardous waste record keeping, handling, transportation, storage, and disposal, and it increased the penalties for violating them. Among the various changes, it expanded the state hazardous waste program to cover used oil and establishes corresponding penalties for used oil violations.  It increases, from one to two years, the maximum prison term for violating the laws related to asbestos disposal and solid waste handling and, from two to five years, the maximum term for subsequent violations. (PA 00-19, effective October 1, 2000)

MTBE Phase Out

The Department of Environmental Protection (DEP), in conjunction with the Northeast Regional Fuels Task Force, must develop and implement a plan to eliminate methyl tertiary butyl ether (MTBE) as a gasoline additive by October 1, 2003.  DEP also must seek a federal Environmental Protection Agency waiver to stop the use of MTBE as a gasoline additive in Connecticut.  DEP must report to the Environment Committee on the plan and regional efforts to reduce MTBE levels in gasoline by January 1 in 2001, 2002, and 2003.

DEP must direct petroleum industry groups to develop a public education campaign regarding the proper handling of gasoline. The campaign must be directed at businesses, marine trades, homeowners, and all other gasoline users. Anyone, including a responsible corporate official, who discharges gasoline willfully or with criminal negligence is subject to criminal penalties.  The penalty for first-time offenders is a fine up to $50,000 per day and imprisonment for up to three years. The act increases, from $1,000 to $5,000, the fine for failing to report the discharge, spillage, uncontrolled loss, seepage, or filtration of gasoline.  It increases the fine for the employer of someone who fails to report from $5,000 to $10,000. (PA 00-175, effective July 1, 2000)

Insurance and Real Estate

Reporting Insurance Fraud

This act requires insurance companies, the public safety commissioner, and the workers’ compensation fraud unit to report to the insurance commissioner actual or suspected incidents of insurance fraud involving arson, workers’ compensation, and automobile insurance. It requires the insurance commissioner to annually report insurance fraud information to the Insurance and Real Estate Committee. 

The act requires people, including insurers, who have actual or suspected knowledge of health insurance fraud to give notice and any evidence in their possession to the insurance commissioner.

It also requires insurers to permit the insurance commissioner or his designee to inspect their records pertaining to any actual or potential automobile insurance loss or fraud when the local police department or the departments of Public Safety or Motor Vehicles request the insurer to release any investigative information they have collected. (PA 00-211, effective October 1, 2000)

Commercial Real Estate Transactions And Brokers' Liens

 


This act establishes conditions under which real estate licensees may recover commissions, compensation, or other payments for services rendered in commercial real estate transactions. The act specifies that there should be no statutory barrier to recovery if (1) it would be inequitable to deny recovery and (2) a licensee substantially complies with its requirements. The act also modifies the three-day advance notice of lien real estate brokers must give owners and prospective buyers. (PA 00-160, effective October 1, 2000)

Licensed Professionals

Permits for Home Improvement Contractors

This act prohibits municipal building officials from issuing building permits to home improvement contractors unless their applications clearly show the contractor’s name, business address, and DCP registration number.  Contractors must also present their certificates of registration as home improvement contractors.  This requirement applies to contractors that perform more than $1,000 in home improvements per year, and are thus required by law to register with the DCP. (PA 00-60, effective October 1, 2000)

Referral and Other Fees Charged by Accountants

This act allows licensed public accountants to (1) accept fees or commissions for referring clients to financial products or services under some conditions and (2) perform services for clients based on contingent fees. It continues to prohibit them from accepting such fees when performing specified services for their clients and in certain other situations. 

The act requires accountants accepting referral fees or commissions to disclose the fees to their clients and, for contingent fees, to disclose the method for determining the fee. The act also specifies that it does not relieve accountants of federal or state obligations to obtain other professional licenses, such as insurance agent or securities broker licenses, before making referrals. (PA 00-42, effective October 1, 2000)

Small Businesses AND Partnerships

Changes to the Uniform Partnership Act

This act changes the circumstances under which a partnership for a definite term or a particular undertaking is dissolved.  Under prior law, dissolution occurred 90 days after a partner died or dissociated from the partnership in certain other ways, unless partners holding a majority interest in the partnership agreed to continue it. The act instead requires dissolution only if, after a partner dies or dissociates, a majority of the remaining partners express the desire to dissolve it.  

The act specifies that the partnership law in existence prior to the adoption of the Uniform Partnership Act (July 1, 1997) applies to partnerships formed before that date unless the partnership elects to be covered by the uniform act. By law, the Uniform Partnership Act applies to all partnerships after January 1, 2002. (PA 00-50, effective October 1, 2000, but the provision specifying the controlling law for partnerships formed before July 1, 1997 is effective upon passage) 

Set-Aside Program Enforcement

This act completes the transfer of the Small Business Set-Aside Program from the DECD to the Department of Administrative Services that was started by PA 99-233. It also requires the Commission on Human Rights and Opportunities to monitor, assess, and report on the extent to which state agencies achieve their set-aside goals. (PA 00-199, effective upon passage)

Small Employer Health Plans Can Cover Self-Employed

This act makes self-employed people eligible for small employer coverage. For groups containing only one member, the act allows insurers and HMOs to require proof that an individual has been self-employed for at least three consecutive months. It also eliminates HMOs’ ability to refuse to insure small employer groups of fewer than three eligible members. (PA 00-218, effective October 1, 2000)
Technology

High Technology Infrastructure Fund

This act creates a high-technology infrastructure fund within CDA to provide financial assistance for information technology projects and requires that principal, interest, or other return on investment payments to CDA be deposited in the new fund.

It authorizes CDA to provide financial assistance in the form of grants, loans, extensions of credit, guarantees, equity investments, and other forms of financing. The fund may provide assistance to individuals, companies, partnerships, public or private corporations, eligible agencies, authorities and towns. 

The act (1) expressly allows CDA to provide assistance to information technology projects under all other CDA programs; (2) authorizes CDA to provide tenant lease guarantees and performance guarantees for any eligible project, and (3) permits CII to provide financial assistance to “smart buildings,” incubator facilities, or other information technology intensive office and laboratory space.  (PA 00-178, effective July 1, 2000)

Utilities

Data Transmission and Other Sales Tax Breaks

 

This act exempts from the sales tax equipment purchased by telecommunications and cable television companies for high-speed data transmission, telecommunications, or broadband Internet services. (PA 00-170, effective July 1, 2001)
Electric Generating Facilities

This act makes it easier to build or modify certain electric generating facilities.  The law requires a Siting Council certificate to build or modify most types of electric generating facilities. The process for granting a certificate is quasi-judicial and is subject to public hearing and notice requirements. But if a facility (1) is on the site of a pre-July 1, 1998 generating plant, (2) does not use coal or nuclear materials, and (3) the council determines that the new facility would not cause substantial environmental harm, the council must approve it using an expedited process called a declaratory ruling.  The act appears to eliminate the last condition, thereby allowing the council to approve by declaratory ruling all facilities that meet the other two conditions.

The act also eliminates the need for a certificate for fuel cell generating facilities with a capacity of up to 10 kilowatts. More generally, it requires the council to approve the construction or location of any fuel cell by declaratory ruling, unless the council finds that it will cause substantial environmental harm. (PA 00-93, effective October 1, 2000)
  

Municipal Audits of Telecommunications Companies

This act allows municipal assessors to audit the personal property of telecommunications companies subject to a statewide mill rate. When the audit is complete, the municipality must notify the companies of any problems with their returns.  The company must file an amended return or challenge the assessor’s findings.  The assessors must report on their audits to the Finance, Revenue and Bonding Committee by January 1, 2001.

By law, a DPUC certificate is required to provide most forms of telecommunications services in the state.  The act eliminates the requirements that the notice of an application given to interested parties be (1) in writing and (2) given within 30 days of the application.  It requires DPUC to notify the public as well as interested parties. It allows DPUC to forgo holding a hearing on an application if no party requests one. (PA 00-186, effective October 1, 2000 for telecommunications certification, and upon passage for the remaining provisions) 
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