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ACTS AFFECTING SMALL BUSINESSES FROM 1997-2000 
 

By: John Moran, Research Analyst 
 
 
You asked for a summary of the acts the General Assembly passed 

from 1997 to 2000 that affect small business. You also wanted to know if 
any acts particularly affect West Haven small businesses. 

 
The following summaries are selected from the Office of Legislative 

Research’s annual reports on Acts Affecting Business. They are acts that 
specifically affect small businesses. (For acts affecting business in 
general and the overall business climate please see the attached Acts 
Affecting Business, years 1997-2000.) 

 
We found no acts that exclusively affect small businesses in West 

Haven, although many if not most of the acts included here will affect 
them.  

2000 SESSION 
 

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.   
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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 Department of Economic and Community Development 
(DECD) to the Department of Administrative Services (DAS) 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 People 
 

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). 

 

1999 SESSION 
 

Micro-Loan Guarantee Program for Women-Owned and Minority-
Owned Businesses 

 
This act creates separate but identical revolving micro-loan programs 

for women- and minority-owned small businesses.  It establishes a 
separate nonlapsing fund for each program and allows the economic and 
community development commissioner to capitalize the funds with 
Economic Development Assistance Revolving Fund money.  He can 
contract with quasi-public agencies, nonprofit organizations, or financial 
institutions to make the loans and use some of the funds to cover the 
cost of administering and marketing the loans. 

 
Borrowers must meet ownership and management criteria and agree 

to participate in a training program the commissioner approves.  They 
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can use the loans for start-up or working capital but not to refinance 
existing loans (PA 99-208, effective October 1, 1999). 

 
Transferring the Set-Aside Program from the Department of 
Economic and Community Development to the Department of 
Administrative Services 

 
This act transfers parts of the Small Business Set-Aside Program from 

DECD to DAS. 
 
It bases the annual set-aside goals on the total value of all contracts 

an agency lets during each year instead of the average value of all 
contracts let during the three previous years.  It also tightens the criteria 
for determining whether a small or minority contractor actually owns and 
operates the business.  Lastly, the act requires DAS to create a list of 
precertified set-aside contractors and sets conditions under which 
agencies can select contractors from that list (PA 99-233, effective upon 
passage). 

 
Tax Credit on Small Business Administration Guaranty Fees 

 
A new law gives small businesses with annual gross receipts up to $5 

million a credit against the state corporation tax for the amount they pay 
to the federal Small Business Administration (SBA) as a guaranty fee on 
SBA financing.  The credit cannot reduce the tax owed below any 
required minimum tax.  If the credit is larger than the tax the small 
business owes for a particular year after it has applied all other 
applicable credits, it can carry the remainder of the credit forward to any 
of the four following income years.  The credit applies to income years 
beginning on or after January 1, 1999 (PA 99-173, effective July 1, 
1999). 

1998 SESSION 
 

Research and Development Credits 
 
The legislature recognized the value of small companies’ research and 

development (R&D) efforts by giving those with incomes under $100 
million a year a 6% tax credit for their R&D expenditures in Connecticut.  
And it extended to all companies eligible for the 20% credit for increasing 
their year-to-year R&D spending the ability to carry the credit forward for 
15 years, which previously was limited to biotechnology companies (PA 
98-110, effective January 2000). 
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1997 SESSION 
 

Community Banks 
  
The legislature authorized state-chartered  “community development 

banks” and “community banks” to meet neighborhood and small 
business credit needs (PA 97-209, effective upon passage).  

 
Corporate Business Tax 

 
Beginning with the 1997 income year, PA 97-163 provides a three-

year schedule accelerating the reduction in the percentage of the 
previous year’s tax liability that businesses may use to calculate 
estimated tax payments for the present year. 

 
In 1996, the legislature phased out the corporation business tax on 

subchapter-S corporations (small corporations electing to be taxed as 
partnerships for federal income tax purposes) that pay their tax on a net 
income basis, beginning with the 1997 income year. It also prohibited 
any of these corporations from using tax credits to offset any of their 
corporation business tax liability during the phase-out period, whether 
they paid on a net income or capital basis. This year the legislature 
instead allowed those that pay tax on the net income basis to use their 
tax credits in the same proportion that their income is taxable. It allowed 
those that pay the tax on capital basis to use their full tax credit (PA 97-
283, effective upon passage). 

 
JM:eh 

 


