General Assembly Amendment

February Session, 2012 LCO No. 4976

*5B0007504976SD0*

Offered by:

SEN. LEBEAU, 3t Dist.
REP. BERGER, 73rd Dist.
SEN. CASSANGO, 4th Dist.

To: Senate Bill No. 75 File No. 24 Cal. No. 61

"AN ACT CONCERNING A "CONNECTICUT-MADE" MARKETING
CAMPAIGN."
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Strike everything after the enacting clause and substitute the

following in lieu thereof:

"Section 1. (NEW) (Effective from passage) On or before July 1, 2012,
the Department of Economic and Community Development shall
establish a program to recognize cultural, historical and ethnic events
at the request of any person, organization or entity. Such recognition
may be for periods ranging from one day to a maximum of two weeks
annually. The department shall establish guidelines for the program
established pursuant to this section that shall include, but not be
limited to, procedures for submitting such requests to the department,
a requirement that such requests be submitted not less than one
hundred twenty days before the event and a mechanism for inclusion

in the department's tourism calendar.
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Sec. 2. Subsection (a) of section 32-701 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(@) The terms and conditions of any agreement for state assistance
under any program of the general statutes to a business entity
operated for profit administered by the Department of Economic and
Community Development, Connecticut Development Authority and
Connecticut Innovations, Incorporated, shall include provisions for (1)
specific goals for the creation and retention of full-time and part-time
jobs and for periodic reports by the recipient on progress in achieving
such goals if the primary purpose of the state assistance is job creation
or retention, and (2) a requirement that an applicant for any type of
state assistance, except (A) grants, and (B) loans of a term of less than
one year, provide the agency with appropriate security for such
financial assistance, including, but not limited to, a letter of credit, a
lien on real property or a security interest in goods, equipment,
inventory or other property of any kind and that the recipient of such
state assistance will remain in substantial material compliance with

state and federal law.

Sec. 3. Subdivision (58) of section 12-412 of the 2012 supplement to
the general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage):

(58) (A) Sales of any services rendered for purposes of [(A)] (i)
personnel services, [(B)] (ii) commercial or industrial marketing,
development, testing or research services, or [(C)] (iii) business
analysis and management services, whenever, pursuant to a joint
venture agreement, the recipient of any such services is either a
corporation, a partnership, or a limited liability company, and such
services are rendered by one or more corporate shareholders, or a
corporate partner or corporate member in such joint venture, and in
accordance with which the company rendering such service must have
an ownership interest equivalent to not less than twenty-five per cent

of total ownership in such joint venture, provided [(i)] (I) the purpose
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of such joint venture is directly related to production or development
of new or experimental products or systems and the marketing and
support thereof, [(ii)] (II) at least one of the corporations participating
in such joint venture shall have been actively engaged in business in
this state for not less than ten years, and [(iii)] (III) exemption for such
sales in accordance with this subsection, with respect to any single
joint venture, shall not be allowed for a period in excess of twenty
consecutive years from the date of such venture's incorporation,
formation or organization, or in the case of a joint venture in existence
prior to January 1, 1986, within the aircraft industry, for a period in
excess of [thirty] forty consecutive years, and such exemption shall be
applicable to sales of such services rendered on or after January 1,
1986.

(B) In the case of a joint venture in the aircraft industry, the

ownership interest percentage of each participant shall be the

agoregate ownership interest percentage owned directly or indirectly

by each participant that is a "related member" as defined in section 12-
218c.

Sec. 4. Subsection (c) of section 32-9zz of the 2012 supplement to the
general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage):

() Any manufacturer may establish an interest-bearing
manufacturing reinvestment account, provided (1) contributions in
any income year shall not exceed the lesser of (A) fifty thousand
dollars in income years commencing on or after January 1, 2011, and
prior to January 1, 2012, or one hundred thousand dollars in income
years commencing on or after January 1, 2012, or (B) such
manufacturer's domestic gross receipts, (2) moneys may be held in
such account for not more than five years, (3) distributions from such
account shall be used by such manufacturer to purchase machinery [,]

or equipment for use in the state or manufacturing facilities, as defined

in subdivision (72) of section 12-81, or for workforce training,

development or expansion in the state, and (4) disbursements shall be
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[subject to tax at a rate of three and one-half per cent regardless of

corporate or business structure] treated in accordance with the

provisions of chapter 208 or 229.

Sec. 5. Subsection (d) of section 32-9zz of the 2012 supplement to the
general statutes is repealed and the following is substituted in lieu

thereof (Effective from passage):

(d) Any money remaining in a [manufacturer's] manufacturing
reinvestment account at the end of the five-year period [or] after such

account's creation or organization, including any interest earned [that

results in the account balance exceeding the amounts established
pursuant to subdivision (1) of subsection (c) of this section in any given
year] remaining, shall be returned to the manufacturer [who shall pay
the full rate of tax on such amount under chapter 208, provided such
payment shall be deemed to be a timely payment if such tax is
remitted to the Commissioner of Revenue Services not later than sixty

days after the date of such return] and shall be treated in accordance

with the provisions of chapter 208 or 229.

Sec. 6. Subdivision (1) of subsection (a) of section 12-217 of the 2012
supplement to the general statutes is repealed and the following is
substituted in lieu thereof (Effective from passage and applicable to income
years commencing on or after January 1, 2012):

(@) (1) In arriving at net income as defined in section 12-213, as

amended by this act, whether or not the taxpayer is taxable under the

federal corporation net income tax, there shall be deducted from gross
income, (A) all items deductible under the Internal Revenue Code
effective and in force on the last day of the income year except (i) any
taxes imposed under the provisions of this chapter which are paid or
accrued in the income year and in the income year commencing
January 1, 1989, and thereafter, any taxes in any state of the United
States or any political subdivision of such state, or the District of
Columbia, imposed on or measured by the income or profits of a

corporation which are paid or accrued in the income year, (ii)
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deductions for depreciation, which shall be allowed as provided in
subsection (b) of this section, (iii) deductions for qualified domestic
production activities income, as provided in Section 199 of the Internal
Revenue Code, and (iv) in the case of any captive real estate
investment trust, the deduction for dividends paid provided under
Section 857(b)(2) of the Internal Revenue Code, and (B) additionally, in
the case of a regulated investment company, the sum of (i) the exempt-
interest dividends, as defined in the Internal Revenue Code, and (ii)
expenses, bond premium, and interest related to tax-exempt income
that are disallowed as deductions under the Internal Revenue Code,
and (C) in the case of a taxpayer maintaining an international banking
facility as defined in the laws of the United States or the regulations of
the Board of Governors of the Federal Reserve System, as either may
be amended from time to time, the gross income attributable to the
international banking facility, provided, no expense or loss attributable
to the international banking facility shall be a deduction under any
provision of this section, and (D) additionally, in the case of all
taxpayers, all dividends as defined in the Internal Revenue Code
effective and in force on the last day of the income year not otherwise
deducted from gross income, including dividends received from a
DISC or former DISC as defined in Section 992 of the Internal Revenue
Code and dividends deemed to have been distributed by a DISC or
former DISC as provided in Section 995 of said Internal Revenue Code,
other than thirty per cent of dividends received from a domestic
corporation in which the taxpayer owns less than twenty per cent of
the total voting power and value of the stock of such corporation, and
(E) additionally, in the case of all taxpayers, the value of any capital
gain realized from the sale of any land, or interest in land, to the state,
any political subdivision of the state, or to any nonprofit land
conservation organization where such land is to be permanently
preserved as protected open space or to a water company, as defined
in section 25-32a, where such land is to be permanently preserved as
protected open space or as Class I or Class II water company land, and
(F) in the case of manufacturers, the amount of any contribution to a

manufacturing reinvestment account established pursuant to section
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32-9zz, as amended by this act, in the [taxable] income year that such

contribution is made to the extent not deductible for federal income tax

purposes.

Sec. 7. Subdivision (9) of subsection (a) of section 12-213 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage and applicable to income years commencing
on or after January 1, 2012):

(9) (A) "Gross income" means gross income, as defined in the
Internal Revenue Code, and, in addition, means any interest or exempt
interest dividends, as defined in Section 852(b)(5) of the Internal
Revenue Code, received by the taxpayer or losses of other calendar or
fiscal years, retroactive to include all calendar or fiscal years beginning
after January 1, 1935, incurred by the taxpayer which are excluded
from gross income for purposes of assessing the federal corporation
net income tax, and in addition, notwithstanding any other provision
of law, means interest or exempt interest dividends, as defined in said
Section 852(b)(5) of the Internal Revenue Code, accrued on or after the
application date, as defined in section 12-242ff, with respect to any
obligation issued by or on behalf of the state, its agencies, authorities,
commissions and other instrumentalities, or by or on behalf of its
political subdivisions and their agencies, authorities, commissions and

other instrumentalities;

(B) "Gross income" shall include (i) to the extent not properly

includable in gross income for federal income tax purposes, an amount

equal to fifty per cent of any distribution from a manufacturing

reinvestment account used in accordance with subsection (c) of section

32-9zz, as amended by this act, to the extent that a contribution to such

account was subtracted from gross income pursuant to subparagraph

(F) of subdivision (1) of subsection (a) of section 12-217, as amended by

this act, in computing net income for the current or a preceding income

year, and (ii) to the extent not properly includable in gross income for

federal income tax purposes, an amount equal to (I) any distribution

from a manufacturing reinvestment account not used in accordance
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with subdivision (3) of subsection (c) of section 32-9zz, as amended by

this act, to the extent that a contribution to such account was

subtracted from gross income pursuant to subparagraph (F) of

subdivision (1) of subsection (a) of section 12-217, as amended by this

act, in computing net income for the current or a preceding income

year, and (II) any return of money from a manufacturing reinvestment

account pursuant to subsection (d) of section 32-9zz, as amended by

this act, to the extent that a contribution to such account was

subtracted from gross income pursuant to subparagraph (F) of

subdivision (1) of subsection (a) of section 12-217, as amended by this

act, in computing income for the current or a preceding income vear;

[(B)] (€) "Gross income" shall not include the amount which for
federal income tax purposes is treated as a dividend received by a
domestic United States corporation from a foreign corporation on
account of foreign taxes deemed paid by such domestic corporation,
when such domestic corporation elects the foreign tax credit for federal

income tax purposes;

[(O)] (D) "Gross income" shall not include any amount which for
federal income tax purposes is treated as a dividend received directly

or indirectly by a taxpayer from a passive investment company;

Sec. 8. Subdivision (20) of subsection (a) of section 12-701 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage and applicable to taxable years commencing

on or after January 1, 2012):

(20) "Connecticut adjusted gross income" means adjusted gross

income, with the following modifications:

(A) There shall be added thereto (i) to the extent not properly
includable in gross income for federal income tax purposes, any
interest income from obligations issued by or on behalf of any state,
political subdivision thereof, or public instrumentality, state or local
authority, district or similar public entity, exclusive of such income

from obligations issued by or on behalf of the state of Connecticut, any
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political subdivision thereof, or public instrumentality, state or local
authority, district or similar public entity created under the laws of the
state of Connecticut and exclusive of any such income with respect to
which taxation by any state is prohibited by federal law, (ii) any
exempt-interest dividends, as defined in Section 852(b)(5) of the
Internal Revenue Code, exclusive of such exempt-interest dividends
derived from obligations issued by or on behalf of the state of
Connecticut, any political subdivision thereof, or public
instrumentality, state or local authority, district or similar public entity
created under the laws of the state of Connecticut and exclusive of
such exempt-interest dividends derived from obligations, the income
with respect to which taxation by any state is prohibited by federal
law, (iii) any interest or dividend income on obligations or securities of
any authority, commission or instrumentality of the United States
which federal law exempts from federal income tax but does not
exempt from state income taxes, (iv) to the extent included in gross
income for federal income tax purposes for the taxable year, the total
taxable amount of a lump sum distribution for the taxable year
deductible from such gross income in calculating federal adjusted
gross income, (v) to the extent properly includable in determining the
net gain or loss from the sale or other disposition of capital assets for
federal income tax purposes, any loss from the sale or exchange of
obligations issued by or on behalf of the state of Connecticut, any
political subdivision thereof, or public instrumentality, state or local
authority, district or similar public entity created under the laws of the
state of Connecticut, in the income year such loss was recognized, (vi)
to the extent deductible in determining federal adjusted gross income,
any income taxes imposed by this state, (vii) to the extent deductible in
determining federal adjusted gross income, any interest on
indebtedness incurred or continued to purchase or carry obligations or
securities the interest on which is exempt from tax under this chapter,
(viii) expenses paid or incurred during the taxable year for the
production or collection of income which is exempt from taxation
under this chapter or the management, conservation or maintenance of

property held for the production of such income, and the amortizable

LCO No. 4976 D:\Conversion\Amd\s\2012SB-00075-R00SA-AMD.Doc 80of 14



SB75 Amendment

247
248
249
250
251
252
253
254
255
256
257
258
259
260
261
262
263
264
265
266
267
268
269
270
271
272
273
274
275
276
277
278
279
280
281

bond premium for the taxable year on any bond the interest on which
is exempt from tax under this chapter to the extent that such expenses
and premiums are deductible in determining federal adjusted gross
income, (ix) for property placed in service after September 10, 2001, but
prior to September 11, 2004, in taxable years ending after September
10, 2001, any additional allowance for depreciation under subsection
(k) of Section 168 of the Internal Revenue Code, as provided by Section
101 of the Job Creation and Worker Assistance Act of 2002, to the
extent deductible in determining federal adjusted gross income, (x) to
the extent deductible in determining federal adjusted gross income, the
deduction allowable as qualified domestic production activities
income, pursuant to Section 199 of the Internal Revenue Code, [and]
(xi) to the extent not properly includable in gross income for federal
income tax purposes for the taxable year, any income from the
discharge of indebtedness, in taxable years ending after December 31,
2008, in connection with any reacquisition, after December 31, 2008,
and before January 1, 2011, of an applicable debt instrument or
instruments, as those terms are defined in Section 108 of the Internal
Revenue Code, as amended by Section 1231 of the American Recovery
and Reinvestment Act of 2009, the inclusion of which income in federal
gross income for the taxable year is deferred, as provided by said

Section 1231; (xii) to the extent not properly includable in gross income

for federal income tax purposes, an amount equal to fifty per cent of

any distribution from a manufacturing reinvestment account used in

accordance with subdivision (3) of subsection (c) of section 32-9zz, as

amended by this act, to the extent that a contribution to such account

was subtracted from federal adjusted gross income pursuant to clause

(xix) of subparagraph (B) of this subdivision in computing Connecticut

adjusted gross income for the current or a preceding taxable year; and

(xiii) to the extent not properly includable in gross income for federal

income tax purposes, and amount equal to (I) any distribution from a

manufacturing reinvestment account not used in accordance with

subdivision (3) of subsection (c) of section 32-9zz, as amended by this

act, to the extent that a contribution to such account was subtracted

from federal adjusted gross income pursuant to clause (xix) of
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subparagraph (B) of this subdivision in computing Connecticut

adjusted gross income for the current or a preceding taxable year, and

(II) any return of money from a manufacturing reinvestment account

pursuant to subsection (d) of section 32-9zz, as amended by this act, to

the extent that a contribution to such account was subtracted from

federal adjusted gross income pursuant to clause (xix) of subparagraph

(B) of this subdivision in computing Connecticut adjusted gross

income for the current or a preceding taxable vear.

(B) There shall be subtracted therefrom (i) to the extent properly
includable in gross income for federal income tax purposes, any
income with respect to which taxation by any state is prohibited by
federal law, (ii) to the extent allowable under section 12-718, exempt
dividends paid by a regulated investment company, (iii) the amount of
any refund or credit for overpayment of income taxes imposed by this
state, or any other state of the United States or a political subdivision
thereof, or the District of Columbia, to the extent properly includable
in gross income for federal income tax purposes, (iv) to the extent
properly includable in gross income for federal income tax purposes
and not otherwise subtracted from federal adjusted gross income
pursuant to clause (x) of this subparagraph in computing Connecticut
adjusted gross income, any tier 1 railroad retirement benefits, (v) to the
extent any additional allowance for depreciation under Section 168(k)
of the Internal Revenue Code, as provided by Section 101 of the Job
Creation and Worker Assistance Act of 2002, for property placed in
service after December 31, 2001, but prior to September 10, 2004, was
added to federal adjusted gross income pursuant to subparagraph
(A)(ix) of this subdivision in computing Connecticut adjusted gross
income for a taxable year ending after December 31, 2001, twenty-five
per cent of such additional allowance for depreciation in each of the
four succeeding taxable years, (vi) to the extent properly includable in
gross income for federal income tax purposes, any interest income
from obligations issued by or on behalf of the state of Connecticut, any
political subdivision thereof, or public instrumentality, state or local
authority, district or similar public entity created under the laws of the
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state of Connecticut, (vii) to the extent properly includable in
determining the net gain or loss from the sale or other disposition of
capital assets for federal income tax purposes, any gain from the sale
or exchange of obligations issued by or on behalf of the state of
Connecticut, any political subdivision thereof, or public
instrumentality, state or local authority, district or similar public entity
created under the laws of the state of Connecticut, in the income year
such gain was recognized, (viii) any interest on indebtedness incurred
or continued to purchase or carry obligations or securities the interest
on which is subject to tax under this chapter but exempt from federal
income tax, to the extent that such interest on indebtedness is not
deductible in determining federal adjusted gross income and is
attributable to a trade or business carried on by such individual, (ix)
ordinary and necessary expenses paid or incurred during the taxable
year for the production or collection of income which is subject to
taxation under this chapter but exempt from federal income tax, or the
management, conservation or maintenance of property held for the
production of such income, and the amortizable bond premium for the
taxable year on any bond the interest on which is subject to tax under
this chapter but exempt from federal income tax, to the extent that
such expenses and premiums are not deductible in determining federal
adjusted gross income and are attributable to a trade or business
carried on by such individual, (x) (I) for a person who files a return
under the federal income tax as an unmarried individual whose
federal adjusted gross income for such taxable year is less than fifty
thousand dollars, or as a married individual filing separately whose
federal adjusted gross income for such taxable year is less than fifty
thousand dollars, or for a husband and wife who file a return under
the federal income tax as married individuals filing jointly whose
federal adjusted gross income for such taxable year is less than sixty
thousand dollars or a person who files a return under the federal
income tax as a head of household whose federal adjusted gross
income for such taxable year is less than sixty thousand dollars, an
amount equal to the Social Security benefits includable for federal

income tax purposes; and (II) for a person who files a return under the
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federal income tax as an unmarried individual whose federal adjusted
gross income for such taxable year is fifty thousand dollars or more, or
as a married individual filing separately whose federal adjusted gross
income for such taxable year is fifty thousand dollars or more, or for a
husband and wife who file a return under the federal income tax as
married individuals filing jointly whose federal adjusted gross income
from such taxable year is sixty thousand dollars or more or for a
person who files a return under the federal income tax as a head of
household whose federal adjusted gross income for such taxable year
is sixty thousand dollars or more, an amount equal to the difference
between the amount of Social Security benefits includable for federal
income tax purposes and the lesser of twenty-five per cent of the Social
Security benefits received during the taxable year, or twenty-five per
cent of the excess described in Section 86(b)(1) of the Internal Revenue
Code, (xi) to the extent properly includable in gross income for federal
income tax purposes, any amount rebated to a taxpayer pursuant to
section 12-746, (xii) to the extent properly includable in the gross
income for federal income tax purposes of a designated beneficiary,
any distribution to such beneficiary from any qualified state tuition
program, as defined in Section 529(b) of the Internal Revenue Code,
established and maintained by this state or any official, agency or
instrumentality of the state, (xiii) to the extent allowable under section
12-701a, contributions to accounts established pursuant to any
qualified state tuition program, as defined in Section 529(b) of the
Internal Revenue Code, established and maintained by this state or
any official, agency or instrumentality of the state, (xiv) to the extent
properly includable in gross income for federal income tax purposes,
the amount of any Holocaust victims' settlement payment received in
the taxable year by a Holocaust victim, (xv) to the extent properly
includable in gross income for federal income tax purposes of an
account holder, as defined in section 31-51ww, interest earned on
funds deposited in the individual development account, as defined in
section 31-51ww, of such account holder, (xvi) to the extent properly
includable in the gross income for federal income tax purposes of a

designated beneficiary, as defined in section 3-123aa, interest,
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dividends or capital gains earned on contributions to accounts
established for the designated beneficiary pursuant to the Connecticut
Homecare Option Program for the Elderly established by sections 3-
123aa to 3-123ff, inclusive, (xvii) to the extent properly included in
gross income for federal income tax purposes, fifty per cent of the
income received from the United States government as retirement pay
for a retired member of (I) the Armed Forces of the United States, as
defined in Section 101 of Title 10 of the United States Code, or (II) the
National Guard, as defined in Section 101 of Title 10 of the United
States Code, [and] (xviii) to the extent properly includable in gross
income for federal income tax purposes for the taxable year, any
income from the discharge of indebtedness in connection with any
reacquisition, after December 31, 2008, and before January 1, 2011, of
an applicable debt instrument or instruments, as those terms are
defined in Section 108 of the Internal Revenue Code, as amended by
Section 1231 of the American Recovery and Reinvestment Act of 2009,
to the extent any such income was added to federal adjusted gross
income pursuant to subparagraph (A)(x) of this subdivision in
computing Connecticut adjusted gross income for a preceding taxable

year; and (xix) to the extent not deductible in determining federal

adjusted gross income, the amount of anvy contribution to a

manufacturing reinvestment account established pursuant to section

32-9zz, as amended by this act, in the taxable vear that such

contribution is made.

(C) With respect to a person who is the beneficiary of a trust or
estate, there shall be added or subtracted, as the case may be, from
adjusted gross income such person's share, as determined under

section 12-714, in the Connecticut fiduciary adjustment."

This act shall take effect as follows and shall amend the following
sections:

Section 1 from passage New section
Sec. 2 from passage 32-701(a)
Sec. 3 from passage 12-412(58)
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Sec. 4 from passage 32-9zz(c)
Sec. 5 from passage 32-9zz(d)
Sec. 6 from passage and 12-217(a)(1)
applicable to income years
commencing on or after
January 1, 2012
Sec. 7 from passage and 12-213(a)(9)
applicable to income years
commencing on or after
January 1, 2012
Sec. 8 from passage and 12-701(a)(20)
applicable to taxable years
commencing on or after
January 1, 2012
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