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General Assembly File No. 693
February Session, 2026 Substitute Senate Bill No. 2
Senate, April 20, 2026

The Committee on Finance, Revenue and Bonding reported
through SEN. FONFARA of the 1st Dist., Chairperson of the
Committee on the part of the Senate, that the substitute bill
ought to pass.

AN ACT SUPPORTING LOCAL COMMERCE.

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

1 Section 1. Subdivision (3) of section 12-412 of the 2026 supplement to
2 the general statutes is repealed and the following is substituted in lieu
3 thereof (Effective October 1, 2026, and applicable to sales occurring on or after
4 October 1, 2026):

5 (3) (A) (i) The sale, furnishing or service of gas, including bottled gas,
6  and electricity when delivered to consumers through mains, lines, pipes

7  or bottles for use:
8 [(i) in] (I) In any residential dwelling; [or]

9 [(ii) directly] (II) Directly in agricultural production, fabrication of a
10  finished product to be sold or an industrial manufacturing plant,
11  provided the exemption under this [subdivision (ii)] subclause shall

12 only be allowed with respect to a metered building, location or premise
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at which not less than seventy-five per cent of the gas, including bottled
gas, or electricity consumed at such metered building, location or
premise is used for the purpose of such production, fabrication or

manufacturing; or

(II1) By a commercial or industrial business that has gross income for

the previous income or taxable year that does not exceed ten million

dollars.
(ii) Bottled gas as used in this subsection means L.P. (propane) gas.

(B) The sale or furnishing of telephone service and community
antenna television and cable service, provided the exemption for
services described in this subparagraph shall not be applicable to any

such service rendered on or after January 1, 1990.

(C) The sale, furnishing or service of water, steam and telegraph

when delivered to consumers through mains, lines, pipes or bottles.

(D) The sale or furnishing of electricity, not subject to the exemption
under subparagraph (A) of this subsection, with respect to that portion
of the charges applicable to such electricity for any month of service

which is not in excess of one hundred fifty dollars.

(E) The sale, furnishing or service of gas, water, steam or electricity
for use directly in the furnishing of gas, water, steam or electricity

delivered to consumers through mains, lines or pipes.

Sec. 2. Subdivision (1) of section 12-408 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective October
1, 2026, and applicable to sales occurring on or after October 1, 2026):

(1) (A) For the privilege of making any sales, as defined in
subdivision (2) of subsection (a) of section 12-407, at retail, in this state
for a consideration, a tax is hereby imposed on all retailers at the rate of
six and thirty-five-hundredths per cent of the gross receipts of any
retailer from the sale of all tangible personal property sold at retail or
from the rendering of any services constituting a sale in accordance with
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subdivision (2) of subsection (a) of section 12-407, except, in lieu of said
rate, the rates provided in subparagraphs (B) to (I), inclusive, of this
subdivision;

(B) (i) At a rate of fifteen per cent with respect to each transfer of
occupancy, from the total amount of rent received by a hotel or lodging
house for the first period not exceeding thirty consecutive calendar
days;

(ii) At a rate of eleven per cent with respect to each transfer of
occupancy, from the total amount of rent received by a bed and
breakfast establishment for the first period not exceeding thirty

consecutive calendar days;

(C) With respect to the sale of a motor vehicle to any individual who
is a member of the armed forces of the United States and is on full-time
active duty in Connecticut and who is considered, under 50 [App] USC
App 574, a resident of another state, or to any such individual and the
spouse thereof, at a rate of four and one-half per cent of the gross
receipts of any retailer from such sales, provided such retailer requires
and maintains a declaration by such individual, prescribed as to form
by the commissioner and bearing notice to the effect that false
statements made in such declaration are punishable, or other evidence,
satisfactory to the commissioner, concerning the purchaser's state of
residence under 50 [App] USC App 574;

(D) (i) With respect to the sales of computer and data processing
services occurring on or after July 1, 2001, at the rate of one per cent, and
(ii) with respect to sales of Internet access services, on and after July 1,
2001, such services shall be exempt from such tax;

(E) (i) With respect to the sales of labor that is otherwise taxable under
subparagraph (C) or (G) of subdivision (2) of subsection (a) of section
12-407 on existing vessels and repair or maintenance services on vessels
occurring on and after July 1, 1999, such services shall be exempt from
such tax;
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(ii) With respect to the sale of a vessel, a motor for a vessel or a trailer
used for transporting a vessel, at the rate of two and ninety-nine-
hundredths per cent, except that the sale of a vessel shall be exempt from
such tax if such vessel is docked in this state for sixty or fewer days in a

calendar year;

(iii) With respect to the sale of dyed diesel fuel, as defined in
subsection (d) of section 12-487, sold by a marine fuel dock exclusively
for marine purposes, at the rate of two and ninety-nine-hundredths per

cent;

(F) With respect to patient care services for which payment is
received by the hospital on or after July 1, 1999, and prior to July 1, 2001,
at the rate of five and three-fourths per cent and on and after July 1, 2001,
such services shall be exempt from such tax;

(G) With respect to the rental or leasing of a passenger motor vehicle
for a period of thirty consecutive calendar days or less, at a rate of nine
and thirty-five-hundredths per cent;

(H) With respect to the sale of (i) a motor vehicle for a sales price
exceeding fifty thousand dollars, at a rate of seven and three-fourths per
cent on the entire sales price, (ii) jewelry, whether real or imitation, for
a sales price exceeding five thousand dollars, at a rate of seven and
three-fourths per cent on the entire sales price, and (iii) an article of
clothing or footwear intended to be worn on or about the human body,
a handbag, luggage, umbrella, wallet or watch for a sales price
exceeding one thousand dollars, at a rate of seven and three-fourths per
cent on the entire sales price. For purposes of this subparagraph, "motor
vehicle" has the meaning provided in section 14-1, but does not include
a motor vehicle subject to the provisions of subparagraph (C) of this
subdivision, a motor vehicle having a gross vehicle weight rating over
twelve thousand five hundred pounds, or a motor vehicle having a
gross vehicle weight rating of twelve thousand five hundred pounds or
less that is not used for private passenger purposes, but is designed or
used to transport merchandise, freight or persons in connection with

any business enterprise and issued a commercial registration or more
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specific type of registration by the Department of Motor Vehicles;

(I) With respect to the sale of meals, as defined in subdivision (13) of
section 12-412, sold by an eating establishment, caterer or grocery store;
and spirituous, malt or vinous liquors, soft drinks, sodas or beverages
such as are ordinarily dispensed at bars and soda fountains, or in
connection therewith; in addition to the tax imposed under

subparagraph (A) of this subdivision, at the rate of one per cent;

(J) The rate of tax imposed by this chapter shall be applicable to all
retail sales upon the effective date of such rate, except that a new rate
that represents an increase in the rate applicable to the sale shall not
apply to any sales transaction wherein a binding sales contract without
an escalator clause has been entered into prior to the effective date of the
new rate and delivery is made within ninety days after the effective date
of the new rate. For the purposes of payment of the tax imposed under
this section, any retailer of services taxable under subdivision (37) of
subsection (a) of section 12-407, who computes taxable income, for
purposes of taxation under the Internal Revenue Code of 1986, or any
subsequent corresponding internal revenue code of the United States,
as amended from time to time, on an accounting basis that recognizes
only cash or other valuable consideration actually received as income
and who is liable for such tax only due to the rendering of such services
may make payments related to such tax for the period during which
such income is received, without penalty or interest, without regard to

when such service is rendered;

(K) (i) For calendar quarters ending on or after September 30, 2019,
the commissioner shall deposit into the regional planning incentive
account, established pursuant to section 4-66k, six and seven-tenths per
cent of the amounts received by the state from the tax imposed under
subparagraph (B) of this subdivision and ten and seven-tenths per cent
of the amounts received by the state from the tax imposed under
subparagraph (G) of this subdivision;

(ii) For calendar quarters ending on or after September 30, 2018, the
commissioner shall deposit into the Tourism Fund established under
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section 10-395b ten per cent of the amounts received by the state from

the tax imposed under subparagraph (B) of this subdivision;

(L) (i) For calendar months commencing on or after July 1, 2021, but
prior to July 1, 2023, the commissioner shall deposit into the municipal
revenue sharing account established pursuant to section 4-66/ seven and
nine-tenths per cent of the amounts received by the state from the tax
imposed under subparagraph (A) of this subdivision, including such
amounts received on or after July 1, 2023, attributable to the fiscal year
ending June 30, 2023; and

(ii) For calendar months commencing on or after July 1, 2023, the
commissioner shall deposit into the Municipal Revenue Sharing Fund
established pursuant to section 4-66p seven and nine-tenths per cent of
the amounts received by the state from the tax imposed under
subparagraph (A) of this subdivision; [and]

(M) (i) For calendar months commencing on or after July 1, 2017, the
commissioner shall deposit into the Special Transportation Fund
established under section 13b-68 seven and nine-tenths per cent of the
amounts received by the state from the tax imposed under
subparagraph (A) of this subdivision;

(ii) For calendar months commencing on or after July 1, 2018, but
prior to July 1, 2019, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 eight per cent of
the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor

vehicle;

(iii) For calendar months commencing on or after July 1, 2019, but
prior to July 1, 2020, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 seventeen per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor

vehicle;

sSB2 / File No. 693 6



171
172
173
174
175
176

177
178
179
180
181
182

183
184
185
186
187

188
189
190
191
192
193

194
195
196

197
198
199
200
201
202

sSB2 File No. 693

(iv) For calendar months commencing on or after July 1, 2020, but
prior to July 1, 2021, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 twenty-five per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor
vehicle;

(v) For calendar months commencing on or after July 1, 2021, but
prior to July 1, 2022, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 seventy-five per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor

vehicle; and

(vi) For calendar months commencing on or after July 1, 2022, the
commissioner shall deposit into the Special Transportation Fund
established under section 13b-68 one hundred per cent of the amounts
received by the state from the tax imposed under subparagraphs (A)

and (H) of this subdivision on the sale of a motor vehicle; and

(N) For calendar months commencing on or after October 1, 2026, the

commissioner shall deposit fifty per cent of the amounts received by the

state from the tax imposed under subparagraph (I) of this subdivision

into the Tourism Fund established under section 10-395b and fifty per

cent of such amounts in the municipal diversification account

established under section 4 of this act.

Sec. 3. Subdivision (1) of section 12-411 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective October
1, 2026, and applicable to sales occurring on or after October 1, 2026):

(1) (A) An excise tax is hereby imposed on the storage, acceptance,
consumption or any other use in this state of tangible personal property
purchased from any retailer for storage, acceptance, consumption or any
other use in this state, the acceptance or receipt of any services
constituting a sale in accordance with subdivision (2) of subsection (a)
of section 12-407, purchased from any retailer for consumption or use in
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this state, or the storage, acceptance, consumption or any other use in
this state of tangible personal property which has been manufactured,
fabricated, assembled or processed from materials by a person, either
within or without this state, for storage, acceptance, consumption or any
other use by such person in this state, to be measured by the sales price
of materials, at the rate of six and thirty-five-hundredths per cent of the

sales price of such property or services, except, in lieu of said rate:

(B) (i) At a rate of fifteen per cent of the rent paid to a hotel or lodging
house for the first period not exceeding thirty consecutive calendar

days;

(ii) At a rate of eleven per cent of the rent paid to a bed and breakfast
establishment for the first period not exceeding thirty consecutive

calendar days;

(C) With respect to the storage, acceptance, consumption or use in
this state of a motor vehicle purchased from any retailer for storage,
acceptance, consumption or use in this state by any individual who is a
member of the armed forces of the United States and is on full-time
active duty in Connecticut and who is considered, under 50 [App] USC
App 574, a resident of another state, or to any such individual and the
spouse of such individual at a rate of four and one-half per cent of the
sales price of such vehicle, provided such retailer requires and
maintains a declaration by such individual, prescribed as to form by the
commissioner and bearing notice to the effect that false statements made
in such declaration are punishable, or other evidence, satisfactory to the
commissioner, concerning the purchaser's state of residence under 50
[App] USC App 574;

(D) (i) With respect to the acceptance or receipt in this state of labor
that is otherwise taxable under subparagraph (C) or (G) of subdivision
(2) of subsection (a) of section 12-407 on existing vessels and repair or
maintenance services on vessels occurring on and after July 1, 1999, such

services shall be exempt from such tax;

(ii) (I) With respect to the storage, acceptance or other use of a vessel

sSB2 / File No. 693 8



235
236
237
238

239
240
241

242
243
244
245

246
247
248
249
250
251

252
253
254
255
256
257

258
259
260

261
262
263
264
265

sSB2 File No. 693

in this state, at the rate of two and ninety-nine-hundredths per cent,
except that such storage, acceptance or other use shall be exempt from
such tax if such vessel is docked in this state for sixty or fewer days in a
calendar year;

(II) With respect to the storage, acceptance or other use of a motor for
a vessel or a trailer used for transporting a vessel in this state, at the rate
of two and ninety-nine-hundredths per cent;

(IIT) With respect to the storage, acceptance or other use of dyed diesel
fuel, as defined in subsection (d) of section 12-487, exclusively for
marine purposes, at the rate of two and ninety-nine-hundredths per

cent;

(E) (i) With respect to the acceptance or receipt in this state of
computer and data processing services purchased from any retailer for
consumption or use in this state occurring on or after July 1, 2001, at the
rate of one per cent of such services, and (ii) with respect to the
acceptance or receipt in this state of Internet access services, on and after

July 1, 2001, such services shall be exempt from such tax;

(F) With respect to the acceptance or receipt in this state of patient
care services purchased from any retailer for consumption or use in this
state for which payment is received by the hospital on or after July 1,
1999, and prior to July 1, 2001, at the rate of five and three-fourths per
cent and on and after July 1, 2001, such services shall be exempt from
such tax;

(G) With respect to the rental or leasing of a passenger motor vehicle
for a period of thirty consecutive calendar days or less, at a rate of nine
and thirty-five-hundredths per cent;

(H) With respect to the acceptance or receipt in this state of (i) a motor
vehicle for a sales price exceeding fifty thousand dollars, at a rate of
seven and three-fourths per cent on the entire sales price, (ii) jewelry,
whether real or imitation, for a sales price exceeding five thousand
dollars, at a rate of seven and three-fourths per cent on the entire sales
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price, and (iii) an article of clothing or footwear intended to be worn on
or about the human body, a handbag, luggage, umbrella, wallet or
watch for a sales price exceeding one thousand dollars, at a rate of seven
and three-fourths per cent on the entire sales price. For purposes of this
subparagraph, "motor vehicle" has the meaning provided in section 14-
1, but does not include a motor vehicle subject to the provisions of
subparagraph (C) of this subdivision, a motor vehicle having a gross
vehicle weight rating over twelve thousand five hundred pounds, or a
motor vehicle having a gross vehicle weight rating of twelve thousand
five hundred pounds or less that is not used for private passenger
purposes, but is designed or used to transport merchandise, freight or
persons in connection with any business enterprise and issued a
commercial registration or more specific type of registration by the
Department of Motor Vehicles;

(I) With respect to the acceptance or receipt in this state of meals, as
defined in subdivision (13) of section 12-412, sold by an eating
establishment, caterer or grocery store; and spirituous, malt or vinous
liquors, soft drinks, sodas or beverages such as are ordinarily dispensed
at bars and soda fountains, or in connection therewith; in addition to the
tax imposed under subparagraph (A) of this subdivision, at the rate of

one per cent;

(J) (i) For calendar quarters ending on or after September 30, 2019, the
commissioner shall deposit into the regional planning incentive
account, established pursuant to section 4-66k, six and seven-tenths per
cent of the amounts received by the state from the tax imposed under
subparagraph (B) of this subdivision and ten and seven-tenths per cent
of the amounts received by the state from the tax imposed under
subparagraph (G) of this subdivision;

(ii) For calendar quarters ending on or after September 30, 2018, the
commissioner shall deposit into the Tourism Fund established under
section 10-395b ten per cent of the amounts received by the state from
the tax imposed under subparagraph (B) of this subdivision;

(K) (i) For calendar months commencing on or after July 1, 2021, but

sSB2 / File No. 693 10
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prior to July 1, 2023, the commissioner shall deposit into the municipal
revenue sharing account established pursuant to section 4-66! seven and
nine-tenths per cent of the amounts received by the state from the tax
imposed under subparagraph (A) of this subdivision, including such
amounts received on or after July 1, 2023, attributable to the fiscal year
ending June 30, 2023; and

(ii) For calendar months commencing on or after July 1, 2023, the
commissioner shall deposit into the Municipal Revenue Sharing Fund
established pursuant to section 4-66p seven and nine-tenths per cent of
the amounts received by the state from the tax imposed under

subparagraph (A) of this subdivision; [and]

(L) (i) For calendar months commencing on or after July 1, 2017, the
commissioner shall deposit into said Special Transportation Fund seven
and nine-tenths per cent of the amounts received by the state from the

tax imposed under subparagraph (A) of this subdivision;

(ii) For calendar months commencing on or after July 1, 2018, but
prior to July 1, 2019, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 eight per cent of
the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the acceptance or

receipt in this state of a motor vehicle;

(iii) For calendar months commencing on or after July 1, 2019, but
prior to July 1, 2020, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 seventeen per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the acceptance or
receipt in this state of a motor vehicle;

(iv) For calendar months commencing on or after July 1, 2020, but
prior to July 1, 2021, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 twenty-five per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the acceptance or

sSB2 / File No. 693 11
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receipt in this state of a motor vehicle;

(v) For calendar months commencing on or after July 1, 2021, but
prior to July 1, 2022, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 seventy-five per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the acceptance or

receipt in this state of a motor vehicle; and

(vi) For calendar months commencing on or after July 1, 2022, the
commissioner shall deposit into the Special Transportation Fund
established under section 13b-68 one hundred per cent of the amounts
received by the state from the tax imposed under subparagraphs (A)
and (H) of this subdivision on the acceptance or receipt in this state of a

motor vehicle; and

(M) For calendar months commencing on or after October 1, 2026, the

commissioner shall deposit fifty per cent of the amounts received by the

state from the tax imposed under subparagraph (I) of this subdivision

into the Tourism Fund established under section 10-395b and fifty per

cent of such amounts in the municipal diversification account

established under section 4 of this act.

Sec. 4. (NEW) (Effective October 1, 2026) (a) There is established an
account to be known as the "municipal diversification account", which
shall be a separate, nonlapsing account. The account shall contain any
moneys required by law to be deposited in the account. Moneys in the
account shall be expended by the Commissioner of Revenue Services for
the purpose of distributing funds to municipalities in accordance with

the provisions of this section.

(b) The commissioner shall maintain an accounting aggregated by
municipality, of the amounts deposited in the municipal diversification
account pursuant to subparagraph (IN) of subdivision (1) of section 12-
408 of the general statutes, as amended by this act, and subparagraph
(M) of subdivision (1) of section 12-411 of the general statutes, as
amended by this act.

sSB2 / File No. 693 12
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(c) Commencing in the calendar quarter ending March 31, 2027, and
in each calendar quarter thereafter, the commissioner shall distribute
moneys from the account to each municipality where the revenue from
the tax imposed under subparagraph (I) of subdivision (1) of section 12-
408 of the general statutes, as amended by this act, and subparagraph (I)
of subdivision (1) of section 12-411 of the general statutes, as amended
by this act, was generated, as determined by the commissioner. Any
moneys for which the commissioner cannot determine a point-of-sale
shall be distributed pro rata to the municipalities for which sales of
meals, as defined in subdivision (13) of section 12-412 of the general
statutes, were reported in the returns filed under chapter 219 of the

general statutes for the applicable calendar quarter.

Sec. 5. Section 12-408d of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2026):

(a) For calendar quarters commencing on or after July 1, 2004, any
retailer with sales in more than one town in this state, for which sales
such retailer files a return under this chapter, shall disaggregate the
information in the return, in such form as may be prescribed by the
Commissioner of Revenue Services, to indicate the town in which sales
occurred for which tax was collected by such retailer and the amount of

such tax collected, by town.

(b) For calendar quarters commencing on or after October 1, 2026, any

retailer described in subsection (a) of this section with sales of meals, as

defined in subdivision (13) of section 12-412, where meals are not the

only items sold by such retailer, shall list the sales of meals separately in

the return such retailer files under this chapter and disaggregate the

information, if applicable, as set forth in subsection (a) of this section.

Sec. 6. (NEW) (Effective from passage) (a) There is established a
Connecticut-India Trade Commission, which shall be part of the
Legislative Department.

(b) The commission shall consist of the following members:

sSB2 / File No. 693 13
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(1) Two appointed by the speaker of the House of Representatives;
(2) Two appointed by the president pro tempore of the Senate;

(3) Two appointed by the majority leader of the House of
Representatives;

(4) Two appointed by the majority leader of the Senate;

(6) Two appointed by the minority leader of the House of

Representatives;
(6) Two appointed by the minority leader of the Senate;

(7) Two members of the joint standing committee of the General
Assembly having cognizance of matters relating to commerce, one of
whom shall be appointed by the Senate chairperson of such committee
and one of whom shall be appointed by the House chairperson of such

committee;

(8) The ranking members of the joint standing committee of the
General Assembly having cognizance of matters relating to commerce,

or their designees;
(9) Three persons appointed by the Governor;

(10) A representative of a public institution of higher education in the
state, who shall be appointed by the Governor;

(11) A representative of a chamber of commerce in the state, who shall
be appointed by the Governor; and

(12) Two representatives of Indian or Indian-American communities
in the state, who shall be appointed by the Governor and shall not be

members of the same political party.

(c) The members of the commission shall each have current or past
involvement in organizations that promote Indian affairs or are

interested in the well-being of trade relations between the state and
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India.

(d) Any member of the commission appointed under subdivisions (1)
to (6), inclusive, of subsection (b) of this section may be a member of the

General Assembly.

(e) (1) All initial appointments to the commission shall be made not
later than October 1, 2026. Initial appointments made by the Governor,
the majority leader of the House of Representatives and the minority
leader of the House of Representatives shall terminate on September 30,
2029. Initial appointments made by the speaker of the House of
Representatives, the president pro tempore of the Senate, the majority
leader of the Senate and the minority leader of the Senate shall terminate
on September 30, 2030. The initial and subsequent terms of members
appointed by the chairpersons of the joint standing committee of the
General Assembly having cognizance of matters relating to commerce
shall be coterminous with the terms of the appointing authority for each
such member in accordance with the provisions of section 4-1a of the

general statutes.

(2) Appointed members of the commission shall serve for four-year
terms which shall commence on the date of appointment, except as
provided in subdivision (1) of this subsection. Members shall continue

to serve until their successors are appointed.

(f) The speaker of the House of Representatives and the president pro
tempore of the Senate shall select the chairpersons of the commission
from among the members of the commission. Such chairpersons shall
schedule the first meeting of the commission, which shall be held not
later than November 1, 2026.

(g) The administrative staff of the joint standing committee of the
General Assembly having cognizance of matters relating to commerce
shall serve as administrative staff of the commission.

(h) Any vacancy shall be filled by the appointing authority. Any

vacancy occurring other than by expiration of term shall be filled for the

sSB2 / File No. 693 15
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balance of the unexpired term.

(i) A majority of the commission shall constitute a quorum for the

transaction of any business.

() The members of the commission shall serve without
compensation, but shall, within the limits of available funds, be
reimbursed for expenses necessarily incurred in the performance of

their duties.

(k) The commission shall have the following powers and duties: (1)
To advance bilateral trade and investment between the state and India;
(2) to initiate joint action on policy issues of mutual interest to the state
and India; (3) to promote business and academic exchanges between the
state and India; (4) to encourage mutual economic support between the
state and India; (5) to encourage mutual investment in the infrastructure
of the state and India; (6) to address such other issues as determined by
the commission; (7) to obtain from any executive department, board,
commission or other agency of the state such assistance and data as are
necessary and available to carry out the purposes of this section; (8) to
accept any gift, donation or bequest for the purpose of performing the
duties described in this section; and (9) to perform such other acts as
may be necessary and appropriate to carry out the duties described in
this section.

(I) The commission shall meet as often as deemed necessary by the
chairpersons or a majority of the commission. Any appointed member
who fails to attend three consecutive meetings or who fails to attend
tifty per cent of all meetings held during any calendar year shall be

deemed to have resigned from the commission.

(m) Not later than February 1, 2028, and annually thereafter, the
commission shall submit a report, in accordance with the provisions of
section 11-4a of the general statutes, to the Governor, the Commissioner
of Economic and Community Development and the joint standing
committee of the General Assembly having cognizance of matters
relating to commerce on the activities of the commission during the
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preceding year, which shall include, but need not be limited to, any

recommendations for policy changes and amendments to the general

statutes necessary to effectuate the purposes of the commission.

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

sections:
Section 1 October 1, 2026, and 12-412(3)
applicable to sales
occurring on or after
October 1, 2026
Sec. 2 October 1, 2026, and 12-408(1)
applicable to sales
occurring on or after
October 1, 2026
Sec. 3 October 1, 2026, and 12-411(1)
applicable to sales
occurring on or after
October 1, 2026
Sec. 4 October 1, 2026 New section
Sec. 5 October 1, 2026 12-408d
Sec. 6 from passage New section
FIN Joint Favorable Subst.

sSB2 / File No. 693
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The following Fiscal Impact Statement and Bill Analysis are prepared for the benefit of the members of
the General Assembly, solely for purposes of information, summarization and explanation and do not
represent the intent of the General Assembly or either chamber thereof for any purpose. In general,
fiscal impacts are based upon a variety of informational sources, including the analyst’s professional
knowledge. Whenever applicable, agency data is consulted as part of the analysis, however final

products do not necessarily reflect an assessment from any specific department.

I
OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY27$ FY 28 $

Department of Revenue Services | Various - 17.4 million | 23.8 million
Revenue Loss

Resources of the General Fund GF - Revenue 89 million 121.6
Loss million

Resources of the Tourism Fund Tourism - 44.5 million | 60.8 million
Revenue Gain

Department of Revenue Services | Various - 44.5 million | 60.8 million
Revenue Gain

Legislative Mgmt. GF - Potential Minimal Minimal
Cost

Note: Various=Various; GF=General Fund; Tourism=Tourism Fund

Municipal Impact: None

Explanation

The bill results in the following impacts noted below.

Section 1 results in an annualized revenue loss to the state of $17.4
million and $23.8 million in FY 28 by exempting the sale of gas and
electricity to small businesses from the sales and use tax.!

Sections 2 - 5 result in a revenue loss to the General Fund of $89
million in FY 27 and $121.6 million in FY 28 and annually thereafter by
diverting 50% of collections of the additional 1% meals tax to the

Tourism Fund and the municipal revenue diversification fund,

1 By statue, 0.5 percentage points of the 6.35% rate (or 7.87% of collections) is deposited
into the Special Transportation Fund and Municipal Revenue Sharing Fund each. The
remaining 5.35 percentage points (or 84.25% of collections) is deposited into the
General Fund.
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established under the bill.

The bill also results in a corresponding revenue gain of $44.5 million
in FY 27 and $60.8 million in FY 28 and annually thereafter each to the
(1) Tourism Fund and (2) municipal revenue diversification account.

Section 4 also results in a revenue gain to municipalities by requiring
the Department of Revenue Services to distribute the funds from the

municipal revenue diversification account to municipalities as outlined
under the bill.

Section 6 establishes a Connecticut-India Trade Commission
resulting in a potential minimal cost to the Office of Legislative
Management. The bill specifies that commission members serve
without compensation but can be reimbursed for necessary expenses

resulting in a potential cost to the extent reimbursements occur.

The Out Years

The annualized ongoing fiscal impact identified above would

continue into the future subject to inflation.
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OLR Bill Analysis

sSB 2

AN ACT SUPPORTING LOCAL COMMERCE.

SUMMARY
This bill generally does the following;:

1.

The

creates a sales and use tax exemption for gas and electricity used
by a commercial or industrial business with gross income of $10

million or less for the prior income or tax year (§ 1);

dedicates, starting October 1, 2026, half of the additional 1% tax
on meals and beverages to the Tourism Fund and the other half
to a municipal diversification account that the bill creates for
redistributing the tax revenue to the municipalities where the
sales were generated (§§ 2-5); and

establishes a 23-member Connecticut-India Trade Commission
within the Legislative Department to, among other things,

advance bilateral trade and investment (§ 6).

bill also makes technical and conforming changes.

EFFECTIVE DATE: October 1, 2026, and, for the sales and use tax

changes, applicable to sales occurring on or after that date, except the

Connecticut-India Trade Commission is effective upon passage.

§1—
The

NEW SALES AND USE TAX EXEMPTION FOR BUSINESSES

bill's sales and use tax exemption for the above qualifying

businesses specifically applies to the sale, furnishing, or service of gas

and el
pipes,

ectricity when delivered to consumers through mains, lines,

or bottles for use. This exemption is in addition to separate

existing ones that exempt this gas and electricity (1) in residential

dwellings and (2) if used directly in premises where at least 75% of the

gas or

electricity is used (a) for agricultural production, (b) in the

sSB2
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making of a finished product for sale, or (c) in an industrial
manufacturing plant. By law, the second existing exemption extends to

manufacturer permittees for (1) beer; (2) a farm winery; and (3) wine,
cider, and mead (CGS § 12-412m).

88 2-5 — MEALS AND BEVERAGES TAX DIVERSION TO TOURISM
FUND AND MUNICIPAL DIVERSIFICATION ACCOUNT

Existing law imposes an additional 1% tax on meals and certain
beverages that applies on top of the 6.35% sales and use tax rate. Starting
October 1, 2026, the bill directs 50% of the revenue from this 1% tax to
the Tourism Fund and the other 50% to a municipal diversification
account the bill creates. (Under current law, the Tourism Fund receives
10% of room occupancy tax revenue.)

Under the bill, the “municipal diversification account” is a separate,
non-lapsing account that must contain any money required by law to be
deposited into it, including the above tax revenue. The Department of
Revenue Services (DRS) commissioner must use the account’s funds for

making distributions to municipalities according to the bill’s provisions.

Towards making these distributions, the bill requires, starting
October 1, 2026, certain retailers to provide disaggregated meal and
beverage tax sales data in their quarterly sales tax returns. Specifically,
the bill requires this of retailers with sales in more than one town in
Connecticut and who sell other items in addition to meals and
beverages. Under the bill, their returns must indicate the (1) town where
each taxable sale occurred and (2) amount of sales tax they collected in
each town. The bill relatedly requires the DRS commissioner to maintain
an accounting aggregated by municipality of the tax revenue deposited

into the municipal diversification account.

Beginning in the first quarter of 2027, the DRS commissioner must
quarterly distribute money from the municipal diversification account
to each municipality where the revenue from the tax was generated, as
he determines. Any money for which he cannot determine a point of
sale must be distributed proportionally to the municipalities where the
meal and beverage sales were reported during the applicable quarter.
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§ 6 — CONNECTICUT-INDIA TRADE COMMISSION

The bill establishes a Connecticut-India Trade Commission within
the Legislative Department to do the following between Connecticut

and India:
1. advance bilateral trade and investment,
2. initiate joint action on policy issues of mutual interest,
3. promote business and academic exchanges,

4. encourage mutual economic support and infrastructure

investment, and
5. address other issues the commission determines.

To carry out its duties, the bill also authorizes the commission to (1)
get necessary help and data from any executive department, board,
commission, or agency of the state; (2) perform necessary and

appropriate acts; and (3) accept gifts, donations, or bequests.

The bill requires the commission, starting by February 1, 2028, to
annually report to the governor, Department of Economic and
Community Development, and Commerce Committee on its activities
during the prior year. At a minimum, the report must include
recommendations for policy and legislative changes needed to carry out

its duties.

Members

Under the bill, the commission consists of the following 23 appointed

members:
1. two members each appointed by the six top legislative leaders;

2. two Commerce Committee members, one each appointed by the

committee chairpersons;

3. two Commerce Committee ranking members, or their designees;
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4. three members appointed by the governor;

5. one representative of a Connecticut public college or university,
appointed by the governor;

6. one Connecticut chamber of commerce representative, appointed
by the governor; and

7. two representatives of Indian or Indian-American communities in
the state from different political parties, appointed by the

governor.

Under the bill, commission members must be (1) currently or
formerly involved in organizations promoting Indian affairs or (2)

interested in trade relations between Connecticut and India.

Appointments

The bill requires appointing authorities to make their initial
appointments by October 1, 2026, and fill any vacancies. Vacancies
occurring other than by term expiration must be filled for the remainder
of the unexpired term. All members, except those appointed by the
governor, may be legislators.

Terms

Under the bill, members generally serve four-year terms, until their

successors are appointed, except as follows:

1. initial gubernatorial and House majority and minority leader
appointments end on September 30, 2029;

2. initial House speaker, Senate president pro tempore, and Senate
majority and minority leader appointments end on September 30,
2030; and

3. initial and subsequent Commerce Committee chairperson
appointments end with the appointing committee chairperson’s
term.

sSB2 / File No. 693 23



sSB2 File No. 693

Under the bill, members serve without compensation but are
reimbursed, within available funds, for necessary expenses incurred
performing their duties.

Leadership and Meetings

The bill requires the House speaker and Senate president pro
tempore to select the commission’s chairpersons from among its
members. The chairpersons must schedule and hold the commission’s
tirst meeting by November 1, 2026.

Under the bill, the commission must meet as often as the chairpersons
or a majority of the members deem necessary. Members who miss three
consecutive meetings or 50% of the meetings in a calendar year are
deemed to have resigned. A majority of members is a quorum for
conducting business.

The bill requires the Commerce Committee’s administrative staff to

serve in this capacity for the commission.

BACKGROUND
Related Bills
sSB 132 (File 70), § 2, as amended by Senate “A,” favorably reported

by the Commerce Committee and passed as amended by the Senate,

creates a similar Connecticut-India Trade Commission.

sSB 133 (File 71), favorably reported by the Commerce Committee,
creates a similar Connecticut-India Trade Commission.

sHB 5443, §§ 1 & 2, favorably reported by the Finance, Revenue and
Bonding Committee, directs 50% of the additional 1% sales and use tax
on meals and beverages to the Tourism Fund.

COMMITTEE ACTION

Finance, Revenue and Bonding Committee

Joint Favorable Substitute
Yea 50 Nay 3 (04/01/2026)
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