CONNE(C
L [’;‘E OF el ECTIC{;‘&

5> A LR o 7
RN SN T N

General Assembly Substitute Bill No. 592

February Session, 2004 * SBOO 592F I N_03260 4_*

AN ACT CONCERNING THE INCOME TAX AND THE ESTATE TAX.

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

1 Section 1. Subdivisions (6) and (7) of subsection (a) of section 12-700
2 of the general statutes, as amended by section 22 of public act 03-2, are
3 repealed and the following is substituted in lieu thereof (Effective from
4  passage, and applicable to taxable years commencing on or after January 1,
5 2004):

6 (6) For taxable years commencing on or after January 1, 2003, and
7  prior to January 1, 2004, in accordance with the following schedule:

8 (A) For any person who files a return under the federal income tax

9 for such taxable year as an unmarried individual or as a married

10

T1

T2
T3
T4

11

individual filing separately:

Connecticut Taxable Income Rate of Tax
Not over $10,000 3.0%
Over $10,000 $300.00, plus 5.0% of the

excess over $10,000

(B) For any person who files a return under the federal income tax
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for such taxable year as a head of household, as defined in Section 2(b)

of the Internal Revenue Code:

Connecticut Taxable Income Rate of Tax
Not over $16,000 3.0%
Over $16,000 $480.00, plus 5.0% of the

excess over $16,000

(C) For any husband and wife who file a return under the federal
income tax for such taxable year as married individuals filing jointly or
any person who files a return under the federal income tax for such
taxable year as a surviving spouse, as defined in Section 2(a) of the

Internal Revenue Code:

Connecticut Taxable Income Rate of Tax
Not over $20,000 3.0%
Over $20,000 $600.00, plus 5.0% of the

excess over $20,000

(D) For trusts or estates, the rate of tax shall be 5.0% of the

Connecticut taxable income.

(7) For taxable years commencing on or after January 1, 2004, in

accordance with the following schedule:

(A) For any person who files a return under the federal income tax

for such taxable vear as an unmarried individual:

Connecticut Taxable Income Rate of Tax
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T14 Not over $10,000 3.0%
T15 Over $10,000 but not over $300.00, plus 5.0% of the
T16 $531,500 excess over $10,000
T17 Over $531,500 $26,375, plus 5.5% of the
T18 excess over $531,500
25 (B) For any person who files a return under the federal income tax

26  for such taxable year as a head of household, as defined in Section 2(b)

27  of the Internal Revenue Code:

T19 Connecticut Taxable Income Rate of Tax
T20 Not over $16,000 3.0%
T21 Over $16,000 but not over $480.00, plus 5.0% of the
T22 $792,000 excess over $16,000
T23 Over $792,000 $39,280, plus 5.5% of the
T24 excess over $792,000
28 (C) For any husband and wife who file a return under the federal

29  income tax for such taxable vear as married individuals filing jointly or

30 any person who files a return under the federal income tax for such

31 taxable vyear as a surviving spouse, as defined in Section 2(a) of the

32 Internal Revenue Code:

T25 Connecticut Taxable Income Rate of Tax
T26 Not over $20,000 3.0%

T27 Over $20,000 but not over $600.00, plus 5.0% of the
T28 $1,000,000 excess over $20,000
T29 Over $1,000,000 $49,600, plus 5.5% of the
T30 excess over $1,000,000
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(D) For any person who files a return under the federal income tax

for such taxable vear as a married individual filing separately:

Connecticut Taxable Income Rate of Tax
Not over $10,000 3.0%
Over $10,000 but not over $300.00, plus 5.0% of the
$500,000 excess over $10,000
Over $500,000 $24,800, plus 5.5% of the
excess over $500,000

(E) For trusts or estates, the rate of tax shall be 5.5% of the
Connecticut taxable income.

[(7)] (8) The provisions of this subsection shall apply to resident
trusts and estates and, wherever reference is made in this subsection to
residents of this state, such reference shall be construed to include
resident trusts and estates, provided any reference to a resident's
Connecticut adjusted gross income derived from sources without this
state or to a resident's Connecticut adjusted gross income shall be
construed, in the case of a resident trust or estate, to mean the resident
trust or estate's Connecticut taxable income derived from sources
without this state and the resident trust or estate's Connecticut taxable

income, respectively.

Sec. 2. (Effective from passage) The Commissioner of Revenue Services
shall adjust the withholding tables issued for purposes of
administering the personal income tax imposed under chapter 229 of
the general statutes to take account of any changes in such tax made by
this act and, on or before June 1, 2004, shall issue new withholding
tables applicable to taxable years commencing on or after January 1,
2004, provided the tables applicable to the period from the effective
date of this act to December 31, 2004, shall provide for the collection of
a tax computed in such manner as to result, so far as practicable, in

withholding from the employee's wages during such period an

LCO {D:\Conversion\Tob\s\2004SB-00592-R01-SB.doc } 4 0f 9



57
58
59
60
61

62
63
64
65
66
67
68

69
70
71
72

73
74
75
76
77
78

79
80
81
82

83
84
85
86
87
88

Substitute Bill No. 592

amount substantially equivalent to the tax reasonably estimated to be
due from the employee under said chapter 229 with respect to the
amount of such wages during a twelve-month period and further
provided the tables applicable to any period after January 1, 2005, shall

be prepared as provided in section 12-705 of the general statutes.

Sec. 3. (Effective from passage) Notwithstanding the provisions of
section 12-722 of the general statutes, any taxpayer required to make
an estimated payment in June, 2004, for the tax due under chapter 229
of the general statutes shall make such payment in an amount which is
adjusted for any change in the rate applicable to the current taxable
year, as provided in section 12-700 of the general statutes, as amended
by this act.

Sec. 4. Section 12-390a of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and
applicable to transfers and distributions occurring on or after January 1,
2005):

[The] For purposes of this chapter, the terms "generation-skipping

transfer", "taxable distribution", and "taxable termination" have the
same meaning as defined in Chapter 13 of Subtitle B of the Internal
Revenue Code of 1986, or any subsequent corresponding internal
revenue code of the United States, [as from time to time amended] in
effect as of January 1, 2001.

Sec. 5. Section 12-390b of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage and
applicable to transfers and distributions occurring on or after January 1,
2005):

(@) A tax is hereby imposed upon every generation-skipping
transfer, where the original transferor is a resident of this state at the
date of the original transfer. The amount of the tax shall be the amount
of the federal credit allowable for generation-skipping transfer tax paid
to any state under the provisions of the federal internal revenue code

[in force at the date of such generation-skipping transfer] in effect as of
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January 1, 2001, in respect to any property included in the generation-

skipping transfer. If any such property is real or tangible personal
property located outside this state and is subject to generation-
skipping transfer taxes by any state or states other than the state of
Connecticut for which such federal credit is allowable, the amount of
tax due under this section shall be reduced by the lesser of (1) the
amount of any such taxes paid to such other state or states and
[allowed] allowable as a credit against the federal generation-skipping
transfer tax; or (2) an amount computed by multiplying such federal
credit by a fraction, (A) the numerator of which is the value of all
transferred real and tangible personal property which is subject to
generation-skipping transfer taxes and over which such other state or
states have jurisdiction for generation-skipping transfer tax purposes
to the same extent to which this state would exert jurisdiction for
generation-skipping transfer tax purposes under this chapter with
respect to the residents of such other state or states, and (B) the
denominator of which is the value of all transferred property which is

subject to generation-skipping transfer taxes, wherever located.

(b) A tax is hereby imposed upon every generation-skipping
transfer, where the original transferor is not a resident of this state at
the date of the original transfer but where the generation-skipping
transfer includes real or tangible personal property located in this
state. The amount of the tax shall be computed by multiplying (1) the
federal credit allowable for generation-skipping transfer tax paid to
any state or states under the provisions of the federal internal revenue
code [in force at the date of such generation-skipping transfer] in effect

as of January 1, 2001, in respect to any property included in the

generation-skipping transfer by (2) a fraction, (A) the numerator of
which is the value of all transferred real and tangible personal
property which is subject to generation-skipping transfer taxes, which
is located in this state and over which this state has jurisdiction for
generation-skipping transfer tax purposes, and (B) the denominator of
which is the value of all transferred property which is subject to

generation-skipping transfer taxes, wherever located.
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(c) For purposes of subsections (a) and (b) of this section, (1) the
provisions of the federal internal revenue code in effect as of January 1,

2001, shall apply, and (2) property shall have the same value that it has
for federal generation-skipping transfer tax purposes.

Sec. 6. Subsections (a) to (c), inclusive, of section 12-391 of the
general statutes are repealed and the following is substituted in lieu
thereof (Effective from passage and applicable to estates of decedents who die
on or after January 1, 2005):

(@) A tax is imposed upon the transfer of the estate of each person
who at the time of death was a resident of this state. The amount of the
tax shall be the amount of the federal credit allowable for estate,
inheritance, legacy and succession taxes paid to any state or the
District of Columbia under the provisions of the federal internal
revenue code [in force at the date of such decedent's death] in effect as

of January 1, 2001, in respect to any property owned by such decedent

or subject to such taxes as part of or in connection with the estate of
such decedent. If real or tangible personal property of such decedent is
located outside of this state and is subject to estate, inheritance, legacy,
or succession taxes by any state or states, other than the state of
Connecticut, or by the District of Columbia for which such federal
credit is allowable, the amount of tax due under this section shall be
reduced by the lesser of: (1) The amount of any such taxes paid to such
other state or states or said district and [allowed] allowable as a credit
against the federal estate tax; or (2) an amount computed by
multiplying such federal credit by a fraction, (A) the numerator of
which is the value of that part of the decedent's gross estate over which
such other state or states or said district have jurisdiction for estate tax
purposes to the same extent to which this state would assert
jurisdiction for estate tax purposes under this chapter with respect to
the residents of such other state or states or said district, and (B) the
denominator of which is the value of the decedent's gross estate.
Property of a resident estate over which this state has jurisdiction for
estate tax purposes includes real property situated in this state,

tangible personal property having an actual situs in this state, and
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intangible personal property owned by the decedent, regardless of
where it is located. The amount of any estate tax imposed under this
subsection shall also be reduced, but not below zero, by the amount of
any tax that is imposed under chapter 216 and that is actually paid to
this state.

(b) A tax is imposed upon the transfer of the estate of each person
who at the time of death was a nonresident of this state, the amount of
which shall be computed by multiplying (1) the federal credit
allowable for estate, inheritance, legacy, and succession taxes paid to
any state or states or the District of Columbia under the provisions of
the federal internal revenue code [in force at the date of such

decedent's death] in effect as of January 1, 2001, in respect to any

property owned by such decedent or subject to such taxes as a part of
or in connection with the estate of such decedent by (2) a fraction, (A)
the numerator of which is the value of that part of the decedent's gross
estate over which this state has jurisdiction for estate tax purposes, and
(B) the denominator of which is the value of the decedent's gross
estate. Property of a nonresident estate over which this state has
jurisdiction for estate tax purposes includes real property situated in
this state and tangible personal property having an actual situs in this
state. The amount of any estate tax imposed under this subsection shall
also be reduced, but not below zero, by the amount of any tax that is
imposed under chapter 216 and that is actually paid to this state.

(c) For purposes of subsections (a) and (b) of this section, (1) the
provisions of the federal internal revenue code in effect as of January 1,

2001, shall apply, except that the applicable exclusion amount under

Section 2010(c) of the federal internal revenue code shall be one million

dollars; and (2) "gross estate" means the gross estate, for federal estate

tax purposes.

This act shall take effect as follows:

Section 1 from passage, and applicable to taxable years
commencing on or after January 1, 2004

Sec. 2 from passage
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Sec. 3 from passage
Sec. 4 from passage and applicable to transfers and
distributions occurring on or after January 1, 2005
Sec. 5 from passage and applicable to transfers and
distributions occurring on or after January 1, 2005
Sec. 6 from passage and applicable to estates of decedents who

die on or after January 1, 2005

Statement of Legislative Commissioners:
Section 6 was added to carry out the intent of the bill.

FIN

Joint Favorable Subst.
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