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A Tumultuous Legislative Season with Several
Challenges,Victories for Connecticut CPAs
By Bonnie Stewart, CTCPA Executive Director

Members’ Companies Support
Highly Successful Digital Ad
Campaign Against Sales Tax on
Accounting and Tax Services

The 2019 Connecticut legislative session marks my third with the CTCPA. In this
case, three times really was a charm. We faced immense challenges and addressed issues of concern to the profession on many fronts throughout the session. Sometimes it felt like I was spending as much time at the Capitol as I did
when I was a full-time lobbyist!
Although this was a very busy period for
many of you, you rose to the occasion
each and every time we reached out to
you. I want to thank you for your support –
contacting elected officials, accompanying me in meetings with legislators, attending hearings and committee meetings, as well as the firms and companies
who contributed financially to our digital
ad campaign (more in the sidebar at right). A special shout out to those of you
who wrote hundreds of letters to your legislators and submitted written testimony
in opposition to the tax on accounting and tax services before the Finance Committee. In fact, CTCPA members actually set a record for the amount of testimony
submitted. People are still talking about that at the Capitol!

Although this is a very busy
period for many of you, you
rose to the occasion each and
every time we reached out to
you. I want to thank you for
your support.

Government Relations Consultant Craig Leroy and his team at Roy & Leroy,
including Dallas Dodge and Harrison Nantz, are our “boots on the ground” each
day at the Capitol, carefully tracking proposals and alerting us when issues arise
that may affect the accounting profession.

(from left) CTCPA’s Government Relations
Consultant Craig Leroy and his team at Roy
& Leroy, including Dallas Dodge and Harrison
Nantz, pictured with CTCPA Executive Director Bonnie Stewart at the State Capitol.

These efforts brought about an all-in-all
very successful session for the profession – nearly everything that was thrown
at us was addressed and managed. We
were able to modify several proposals
that would have had a negative impact on
Connecticut businesses and the profession – including stopping the proposed
CPA license fee increase and taxing of
tax and accounting services.

We are hopeful that two additional items
we support related to Public Act 18-49
may be addressed in the special session – issues related to bonus depreciation
as well as the ability for firms to file consolidated reports for partners, which they
could do prior to the enactment of the law.
The following pages contain a reference guide of bills that we testified on or
monitored because they may be of interest to you as an individual, an accounting
or finance professional, a business owner, or for your clients.
Thank you, again, for your efforts in this challenging legislative session.
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CTCPA launched a digital advertising
campaign this spring specifically targeting legislators and the governor in our
opposition to the proposed sales tax on
accounting and tax return preparation
services for individuals as proposed in
Senate Bill 877, “An Act Concerning
Revenue Items to Implement the Governor’s Budget.” Thank you to the more
than 20 CTCPA member firms and
companies who financially supported
the ads.
The campaign performed extremely
well, with 855,977 ad views and a clickthrough rate of 1.3 times above industry standard to watch the related video.
The video’s voiceover says: “In 2017,
9,000 tax professionals prepared 1.2
million of the 1.8 million tax returns filed
in Connecticut. With several hundred
thousand pages in state and federal
tax code, Connecticut taxpayers rely
on professionals to make sense of it all.
If higher taxes make hiring professionals unaffordable, who will help Connecticut taxpayers crack the code?” To
view the video, go to www.ctcpas.org/
crackthecode.
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We were at the Capitol more than ever this year working on behalf of you, your clients, and your company –
actively tracking, addressing, and reporting on many proposals and bills. Get the highlights in this special reference
guide. View the complete text of Public Act 19-186 and Public Act 19-117 at www.ctcpas.org/CapitolCorner.

Admissions Tax

Capital Base Tax

Corporate Business Tax

Lowers the admissions tax for sales
occurring on or after July 1, 2019
from 10% to 7.5%, and for sales
occurring on or after July 1, 2020
from 7.5% to 5% for the following
properties: Bridgeport – Harbor Yard
Amphitheater and Webster Bank
Arena; East Hartford – Rentschler
Field, interscholastic athletic events;
Hartford – Dillon Stadium and the
XL Center; New Britain – New
Britain Stadium, Atlantic League of
Professional Baseball member team
events; Norwich – Dodd Stadium;
Wallingford – Oakdale Theater.

Phases out the Capital Base Tax over
four years, beginning in 2021 and
continuing until it is eliminated entirely
in 2024. The rates over the next
several years are as follows: 2019 –
3.1 mills, 2020 – 3.1 mills, 2021 – 2.6
mills, 2022 – 2.1 mills, 2023 – 1.1
mills, and 2024 – 0 mills.

Extends the corporate business tax
surcharge of 10% for two more years,
the 2019- and 2020-income years.

Effective Date: June 26, 2019. Public Act 19117, Section 340.

Creates an e-cigarette tax. For
liquid and pre-filled non-reusable
e-cigarettes, the tax is 40 cents
per milliliter. All other e-cigarette
products will be taxed at 10% of the
wholesale price, regardless of whether
it is sold wholesale or not. The Act
also contains numerous provisions
regarding penalties and enforcement.

Effective Date: July 1, 2019. Public Act 19-117,
Section 354.

Alcoholic Beverage Tax
Tax Rates – Makes numerous
changes to the Alcoholic Beverage Tax
(ABT), including increasing the excise
tax for all alcoholic beverages except
beer by 10%. The Act also lowers the
ABT by 50% for beer.
Effective Date: October 1, 2019. Tax on
alcoholic beverages, except beer, starting on
October 1, 2019.

Reports – Mandates that sellers
report their inventory to the
Department of Revenue Services
(DRS) by November 15, 2019. The tax
on the inventory (floor tax) is also due
on November 15, 2019.
Penalties and Interest – Penalties
(civil and criminal) as well as interest
for failure to report or pay taxes on
time are specified in the Act.
Effective Date: October 1, 2019. Public Act
19-117, Sections 352-353.

Business Entity Tax
Eliminates the Business Entity Tax
effective January 1, 2020.
Effective Date: June 26, 2019. Public Act 19117, Sections 338 and 339.

Conveyance Tax
“Mansion Tax” – Imposes a new
marginal rate of 2.25% on the portion
of residential property sales exceeding
$2.5 million. The conveyance tax
schedule is as follows: The first
$800,00 of the sale is taxed at .75%,
the portion of the sale that exceeds
$800,00 up to $2.5 million is taxed at
1.25%, and the portion of the sale that
exceeds $2.5 million is taxed at 2.25%.
Credit – Creates a property tax credit
which can be applied against the
personal income tax. This credit is for
taxpayers who paid the 2.25% rate and
are residents of Connecticut. While not
refundable, any unused portion of the
credit may carry forward for six years.
Effective Date: July 1, 2019. Tax credit
provision effective June 26, 2019. Public Act
19-117, Sections 335 and 337.

Crumbling Foundations Exemption –
Creates a one-time exemption from the
conveyance tax for sellers who obtain
a written evaluation from a licensed
professional engineer indicating that
defective concrete was used in the
home’s foundation. The exemption from
the conveyance tax is not available
to taxpayers who have received or
are receiving aid from the Crumbling
Foundations Assistance Fund.
Effective Date: July 1, 2019. Public Act 19-117,
Section 336.

Effective Date: June 26, 2019 and applicable
to income years beginning on or after January
1, 2019. Public Act 19-117, Sections 341-343.

E-Cigarette Tax

Effective Date: October 1, 2019. Public Act 19117, Section 351.

Estate Tax
Sets forth conditions under which
real and personal property held by
a pass-through entity is deemed to
be personally owned and therefore
taxable as part of a nonresident
deceased’s estate.
Effective Date: July 1, 2019, effective for tax
years beginning on or after January 1, 2019.
Public Act 19-186, Section 31.

Fee Measures
Several fee measures passed this
year, including increases to existing
fees, the establishment of new fees,
and studies of existing fees.
Business Filing Fees – Raises the
business filing fee beginning on July
1, 2020, from $20 to $80 for certain
limited liability entities that pay to file
an annual report with the Secretary of
the State.
Effective Date: July 1, 2019. Public Act 19-117,
Sections 334-346.
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Fee Study – Mandates the Office of
Policy and Management (OPM) study
current state fees and recommend how
to generate a minimum of an additional
$50 million in revenue from them.
The OPM study must be submitted to
the Finance, Revenue and Bonding
Committee of the General Assembly by
February 5, 2020.

User Fees – Establishes user fees in
limited circumstances; namely, people
with intellectual disabilities utilizing
intermediate care facilities.

Effective Date: June 26, 2019. Public Act 19117, Section 368.

Demands “short-term rental facilitators”
whose properties are rented out
through their online platforms collect
and remit the Connecticut Room
Occupancy Tax. The tax is currently set
at 11% for bed and breakfast rentals
and 15% for hotels and lodging houses.

Motor Vehicle Trade-In Fee –
Increases the motor vehicle trade in
fee from $35 to the new rate of $100.
Effective Date: October 1, 2019. Public Act 19117, Section 361.

Plastic Single-Use Bags – Places
a 10-cent fee upon each single-use
plastic bag given at the point-of-sale
(store) until June 30, 2021, and on the
following day, July 1, 2021, it places
a ban on the bags. The bill speaks
to enforcement and other matters
regarding these bags.
Effective Date: August 1, 2019. Public Act 19117, Section 355.

Healthcare-Related Tax and
Fee Measures
Makes numerous changes to current
law concerning the hospital provider
tax as well as hospital mergers,
reorganizations, and consolidations.
Freezes hospital tax rates on inpatient
and outpatient services at fiscal year
2019 levels and requires the base
year for calculating the tax be adjusted
at each biennium. If the Department
of Social Services commissioner
determines that the effective hospital
tax rate for any fiscal year exceeds
the rate allowed under the law, the
commissioner will issue refunds.
Effective Date: June 26, 2019. Public Act 19117, Section 356.
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Effective Date: June 26, 2019, with user fee
modifications effective on July 1, 2019. Public
Act 19-117, Section 357.

Occupancy Tax

Effective Date: June 26, 2019, but the
collection and remittance requirement begins
on October 1, 2019. Public Act 19-117,
Sections 329-330.

Paid Family Medical Leave
Withholding Requirement
Imposes an employee tax of up to
.05% to fund a state-paid family
medical leave program. Employers
must collect this fee and submit it to
the state, with few exceptions.
The measure went into effect upon
passage, June 25, 2019, but collection
of employee contributions won’t begin
until January 1, 2021, and paid family
medical leave (PFML) coverage
will begin for eligible employees on
January 1, 2022.
For more information regarding this
measure, please see www.ctcpas.org/
CapitolCorner.
Effective Date: June 25, 2019, but the program
will not be up and running until January 1,
2022. Public Act 19-25.

Partial Tax Payments
Changes the sequence of application
of partial payments to penalty, then
interest, and then to the tax.
Effective Date: July 1, 2019, but applicable
to the 2018 tax year. Public Act 19-186,
Section 28.

Pass-Through Entity Tax
Measures
Reduction of Pass-Through Entity
Tax Credit – Lowers the pass-through
entity tax credit from 93.01% to 87.5%.
The legislature also adopted language
stating that underpayment of quarterly
estimated payments prior to the
effective date of this legislation would
not be treated as underpayments as
long as the catch-up payment was
made in the next quarter.
Effective Date: June 26, 2019, applicable to
income years beginning on or after January
1, 2019. Public Act 19-117, Sections 333 (tax)
and 334 (underpayment provisions).

Guaranteed Payments – Mandates
that guaranteed payments with respect
to partnerships be included when
calculating income subject to tax.
Effective Date: July 1, 2019 and applicable to
tax years starting on or after January 1, 2019.
Public Act 19-186, Section 1.

De Minimis Quarterly Payment
Requirement – Sets a de minimis
threshold. Pass-through entity
taxpayers are no longer required
to make quarterly estimated tax
payments if their annual tax liability is
less than $1,000.
Effective Date: July 1, 2019 and applicable to
tax years starting on or after January 1, 2019.
Public Act 19-186, Section 2.

Waiver of Penalties and Interest –
see “Penalty and Interest Measures”
on next page.
Effective Date: July 1, 2019 and applicable to
tax years starting on or after January 1, 2018.
Public Act 19-186, Section 33.
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Payroll Tax Informational Return
Mandate and Study
Informational Payroll Tax Return –
Mandates the DRS develop an
informational return to collect data
aimed at evaluating the implementation
of a payroll tax. (See details in sidebar
at right.)
Payroll Commission – The measure
also creates a Payroll Commission.
(See details in sidebar at right.)
Effective Date: June 26, 2019. Public Act 19117, Section 385.

Penalty and Interest Measures
Penalty Review Committee – Raises
from $1,000 to $5,000 the threshold
for when a penalty waiver must be
approved by the Penalty Review
Committee.
Effective Date: July 1, 2019 and applicable to
tax years starting on or after January 1, 2019.
Public Act 19-186, Section 10.

Penalties for Payments by
Electronic Funds Transfer –
Switches from the graduated penalties
that apply for late payments made by
electronic funds transfer to the existing
penalty structure for late payments to
the respective tax.
Effective Date: July 1, 2019 and applicable
to periods ending on or after December 31,
2019. Public Act 19-186, Section 29.

Waiver of Penalties, Interest, and
Taxes as a Result of the PassThrough Entity Tax – Mandates
that the DRS commissioner waive
penalties and interest resulting from
the retroactive application of the
pass-through entity tax. The taxpayer
must actively request the waiver,
but the measure requires the DRS
commissioner to accept the request as
long as the payments for the 2018 tax
year were increased because of Public
Act 18-49 and the taxpayer made the
payment within a year of its due date.
Effective Date: July 1, 2019 and applicable to
tax years starting on or after January 1, 2018.
Public Act 19-186, Section 33.

Personal Income Tax Measures
Income Tax Exemption for Teacher
Pensions – Postpones a scheduled
increase in the teacher pension tax
exemption from 25% to 50% by two
years. The measure makes some
other minor modifications as well.
Effective Date: June 26, 2019 and applicable
to tax years starting on or after January 1,
2019. Public Act 19-117, Section 332 and 334.

Science, Technology, Engineering,
and Math Tax (STEM) Credit Repeal
– Eliminates the tax credit program for
STEM graduates.
Effective Date: June 26, 2019 and applicable
to tax years starting on or after January 1,
2019. Public Act 19-117, Section 387.

Property Tax Credit Limit – Stretches
the limits placed on the property tax
credit to tax years 2019 and 2020.
Eligibility for the maximum $200 credit
will remain solely with taxpayers who
are 65 or older, or taxpayers who can
claim at least one dependent for the
tax year.
Effective Date: June 26, 2019 and applicable
to 2019 and 2020 tax years. Public Act 19-117,
Section 335.

Sales and Use Tax Measures
Referrer Notice and Reporting
Requirements – Postpones by
six months the referrer notice and
reporting requirements for certain
sellers. Current law mandates that
referrers provide quarterly notices
regarding sales tax collection and
remittance obligations to sellers they
transferred sales to in the prior year,
so notices won’t have to be given until
January 1, 2020.
The legislation also postpones by a
year the report that referrers must file
with the DRS stating the name and
address of sellers that the referrers
have provided with the notices in the
previous year. Those reports will now
be due to DRS on January 31, 2021.
Effective Date: July 1, 2019. Public Act 19186, Section 34.

Alert: New Informational Tax
Return Filing Requirement
Due October 1, 2019
While the state legislature did not
impose a new payroll tax during
the recently completed legislative
session, they did direct the Department of Revenue Services (DRS)
to gather information needed to
determine whether the state should
adopt a payroll tax intended, in part,
to be a SALT work around.
To do this, the legislature mandated
that DRS develop and distribute
(electronically or by first class mail)
a form to gather the desired data.
This form is to be developed and
distributed by August 15, 2019 and
all employers except governmental
entities, tribal nations, and selfemployed individuals must complete
the form and return it to DRS by
October 1, 2019.
The data from the returned forms
as well as a few other sources will
be analyzed by a newly established
Payroll Commission for the purpose
of evaluating whether a new payroll
tax of five percent should be implemented starting January 1, 2021.

Refunds – Demands that the DRS
commissioner be satisfied that the
customer will get the amount of the
sales tax refund back before issuing
the refund to a retailer.
Effective Date: July 1, 2019 for refunds made
on or after July 1, 2019. Public Act 19-186,
Section 30.

Sales Tax Credits for Uncollectible
Amounts – Modifies sales tax credit
claims so that retailers only need to
include the amount of tax for which
they’re claiming credit and mandates
that payments on the account go
toward the sales tax first.
Effective Date: Upon passage and affects
credit claims received on or after the date of
passage. Public Act 19-186, Section 5.
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Sales and Use Tax on Digital Goods
and Certain Electronically Delivered
Software – Effective upon passage,
this measure raises the sales tax
rate on digital goods and certain
downloads from 1% to 6.35%. It does
not apply to business-to-business
downloads.
Effective Date: Sales occurring on or after
October 1, 2019. Public Act 19-117, Sections
319-322.

Sales and Use Tax on Meals and
Beverages – Raises the sales and
use tax on meals and beverages from
6.35% to 7.35%. It applies to prepared
foods regardless of where they’re sold,
as well as to most beverages that
accompany those prepared meals.
Effective Date: Sales occurring on or after
October 1, 2019. Public Act 19-117, Sections
323-324.

Sales and Use Tax on Dyed Diesel
Fuel – Lowers from 6.35% to 2.99%
the sales tax on certain dyed diesel
fuels.
Effective Date: Sales occurring on or after
October 1, 2019. Public Act 19-117, Sections
323-324

Sales and Use Tax Imposed on
Safety Apparel – Eliminates the sales
and use tax exemption on safety
apparel.
Effective Date: January 1, 2020. Public Act 19117, Section 390.

Extension of Sales and Use Tax
to Certain Services – Applies the
sales and use tax to various parking

services; laundry and dry-cleaning
services (but not coin-operated
services); and interior design services
(but not business-to-business).
Effective Date: January 1, 2020. Public Act 19117, Section 325-326.

Expansion of Sales Tax Nexus –
Decreases the threshold for
economic nexus where the sales tax
is concerned by reducing the gross
receipts threshold from $250,000
to $100,000. The 200-transaction
threshold is not changed. However,
out-of-state retail services are now
covered where previously only
tangible personal property was taxed.
The measure also eliminates the
requirement that “retailers be regularly
or systematically soliciting sales in
Connecticut.”
Effective Date: Sales made on and after July
1, 2019. Public Act 19-117, Sections 327-328.

Streamlined Sales Tax Certified
Service Providers – Mandates
the DRS to coordinate with the
Streamlined Sales Tax Governing
Board to develop a list of certified
service providers for Connecticut sales
tax collection and remittance as well
as a strategy regarding the use of
those providers, and, finally, to report
back to the legislature’s Finance,
Revenue and Bonding Committee as
to how that strategy will be executed.
The DRS commissioner must provide
that plan to the Finance Committee by
February 5, 2020.
Effective Date: June 26, 2019. Public Act 19117, Section 331.

Capitol Corner
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CTCPA Members:
Keep Connected With Our Capitol Corner Updates
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Our Capitol Corner legislative and regulatory update email is sent weekly
during the legislative session and as needed throughout the rest of the
year. This year we expanded coverage to bring you news and updates
about not only accounting matters, but human resources, regulatory reform,
transportation, and more.

Tax Credits
Angel Investor Tax Credit – In part,
raises to $5 million the total amount
of an angel investor credit that
Connecticut Innovations can reserve in
each fiscal year and increases the per
investor maximum credit to $500,000.
The measure also extends the program
by an additional five years. The
language details dollar amounts and
how the credits are collected.
Effective Date: July 1, 2019 and starting with
tax years beginning on or after January 1,
2019. Public Act 19-117, Section 347.

Application of Urban and Industrial
Sites Reinvestment Act (URA) –
Restricts the use of urban and
industrial site investment tax credits
by prohibiting the application against
certain gross receipts taxes and utility
company taxes.
Effective Date: Upon passage and applicable
to income years beginning on or after such
date. Public Act 19-186, Section 9.

Corporate Business Tax Credits Cap –
Lowers how much a company can
reduce its tax liability using Research
and Development and Urban
Reinvestment Act credits. The current
cap is at 70%; this measure lowers it
to 50.1%.
Effective Date: June 26, 2019 and applicable
to income years beginning on or after January
1, 2019. Public Act 19-117, Section 349.

Transportation Network
Company Fees
Transportation Network Company
(TNC) Fee Categorization – Changes
how the DRS commissioner must
categorize the TNC fee by mandating
it be included with admissions and
dues tax.
Effective Date: July 1, 2019. Public Act 19186, Section 8.

Transportation Network Company
(TNC) Fee Increase – Raises the
TNC per ride fee from 25 cents
to 30 cents.
Effective Date: July 1, 2019. Public Act 19-117,
Section 360.
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State Tax Warrants
This measure permits the DRS as well
as other state collection agencies to
serve warrants to third parties by any
electronic means, not just email or fax.
Effective Date: October 1, 2019. Public Act 19186, Section 4.
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Your support was vital to our legislative success
this year, but there’s more work to be done.

Maintaining a strong presence at the Capitol is critical to protect the profession
from harmful legislation and proposals with unintended consequences. We
were in Hartford more than ever this year working on behalf of you, your
clients, and your company. Donations to the CTCPA Political Action Committee
(CTCPA PAC) ensure that CPAs continue to have a powerful and unified voice.
PAC contributions must come from personal funds. For online contributions with a personal credit card, go
to www.ctcpas.org/PAC. To pay with a personal check, please include the required Individual Contributor
Certification Form available at www.ctcpas.org/PAC and mail to CTCPA PAC, 716 Brook St., Suite 100,
Rocky Hill, CT 06067. Donations to the CTCPA PAC are not tax deductible.

Support the
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