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environments is, you know, subject to a whole
host of decisions by those parents.
REP. VILLANO:

Thank you, Ben.

SECRETARY BENJAMIN BARNES:
REP. WIDLITZ:

You're welcome.

Any further questions?

Thank you, Mr. Secretary.
SECRETARY BENJAMIN BARNES:

Thank you.

REP. WIDLITZ: Also just a reminder, would you get
us a list of the bridges that are included for
the -- in the bond issue?
SECRETARY BENJAMIN BARNES:
REP. WIDLITZ:

•

Yes, I certainly will.

Thank you very much.

SECRETARY BENJAMIN BARNES:

Thank you .

REP. WIDLITZ: Next we have Commissioner Kevin
Sullivan who has some very interesting
legislation proposed for today.
COMMISSIONER KEVIN SULLIVAN: Good morning,
Representative Widlitz, Representative
Williams, other members of the committee.
Thank you for raising a number of our bills
for the hearing today.
I will be as quick as
I can because I know that you have public
folks who want to testify here this morning.

•

Senate Bill 357 actually makes a number of
changes that we need. The first Section 1
grows out of work we have done with the OPM
office of labor relations.
It addresses a
very real situation in which Connecticut
General Statutes 1215 acts as a bar to either
the State or a state employee being able in a
disciplinary proceeding, a personnel
proceeding to produce the actual evidence of
the tax records that may have been an issue if
there had been misconduct by that employee.

£!1 :35ro
Hl3bt)JQ

000058
49

rgd/gbr

•

March 12, 2012
FINANCE, REVENUE AND BONDING
10:30 A.M.
COMMITTEE

So this would create a very small additional
exception to 1215 so that in fairness both the
State and the employee would have the
opportunity to confront the evidence during a
disciplinary proceeding in the personnel
process.
Section 2 with the concurrence of the members
of the penalty review committee, including
Mr. Fiori who is in back of me this morning,
updates the dollar threshold for the penalty
review committee's oversight of waivers that
have been granted. You will recall that the
statute allows the commissioner, and at over
$500, the penalty review committee to waive
penalties that have been imposed upon
taxpayers for cause. And this would update
that figure to $1500.

•

•

Sections 3 and 4 are very technical, requested
by and in cooperation with the insurance
department; needed to make technical changes
to make the legislation of the business
session last year with respect to captive
insurance companies usable. And I know that
the insurance commissioner has great hope that
this may be a major new sector for the
Connecticut economy.
So we would hope that
those changes would get passed.
The second agency bill is H.B. 5421.
If you
think of the old cartoon of the butcher with
his finger on thumb of the scales as a
customer was making a purchase, this is the
technical equivalent of the butcher's finger
on the thumb on the scales. So-called zappers
are a phantomware program that is widely
available.
It's simply connected up with an
automated cash register system and produces an
impeccable record of false sales and false tax
records, which is then very hard for
enforcement to distinguish from the actual
record.
In other words, it's an automatic
double bookkeeping process that is available
out there.
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It has no other purpose other than fraud and
therefore we would ask that we create civil
penalties that essentially make this illegal
to own, operate, possess and use in the state
of Connecticut. And here we have worked with
both the Attorney General and the Department
of Consumer Protection in bringing this
legislation forward.
Let me just comment on a few other bills that
are of interest to the department. We fully
support H.B. 5425 which will update the marine
transit and docking time period that triggers
or does not trigger state tax liability in
Connecticut.

•

We also support 5420. As the secretary has
said, we believe that this will bring a level
playing field to the business of marketing
hotel rooms within the State of Connecticut.
The issue, as Senator Daily was getting at, is
the fact that under current law, unless you
are an operator, you are not subject to the
occupancy tax.
And these companies that are remarketing are
not hotel operators unless you define them to
be hotel operators. And by doing what is
proposed in the bill they do become subject to
the occupancy tax and therefore there will be
a level playing field no matter who is selling
that room.
We have also met with the advocates for Senate
Bill 354 and would only say to you that we are
available to assist you in making sure if you
do this that it gets done in a way that we can
actually implement.

•

The department also has no position on Senate
Bill 356, the Neighborhood Assistance Act tax
credits, but because of the confusion that
arose last year I want to be absolutely clear
what this proposed bill does and does not do .
All that this proposed bill does is to make a
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REP. WIDLITZ: Thank you, Commissioner. And I
think that's very good advice from a very wise
person.
COMMISSIONER KEVIN SULLIVAN:
I don't know about
the second part, but (inaudible).
REP. WIDLITZ: We -- actually, we are seeing bills
moving through other committees that have tax
consequences. And I will urge members of the
committee to use great restraint when we
consider those proposals. Because you're
right, we need to let this budget run out its
course and see where we are and evaluate it
after that.
But I do have one question about the zappers.
COMMISSIONER KEVIN SULLIVAN:

•

Uh-huh.

REP. WIDLITZ:
Is that a problem in Connecticut and
how would you go about detecting that?
COMMISSIONER KEVIN SULLIVAN: Well, the question
is, is it a problem? We probably don't know
whether it's a problem because we have not -these are relatively new technology.
I think
what would happen is in the course of an audit
we might discover it.
More importantly, we often pass statutes that
send -- that establish a legal standard that
is allowed to then be enforced when we
discover it happening. So through SIS in
particular, which is our enforcement division,
this would give us an additional tool to
essentially shut down somebody and command
that -- the removal of his equipment.

•

It won't be easy, but I guess the bottom line
is there is no other reason to have this
technology available.
It has one purpose and
only one purpose. And so if there is one
chance in a thousand that we may discover a
taxpayer avoiding their legitimate taxes by
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using the technology, we would ask you to give
us the tools to do that.
REP. WIDLITZ:

Thank you.

Representative Williams, do you have a
question?
REP. WILLIAMS:

Yes.

Thank you, Madam Chair.

Thank you, Commissioner for being here and for
your testimony.
I couldn•t help but notice -playfully notice that you say that we should
do less and then you testify on behalf of,
like, nine bills here, or something like that
today, but I kid. A lot of those are
certainly small in scope and certainly a lot
smaller in nature than we did -- than we took
on last year.
So thank you for your testimony
today.

'•

Two questions on the zapper issue. How did
this -- I•ve never even heard of zappers as
probably most of us have never even heard of
zappers. How did this come to our attention?
I mean, I imagine that the users of zapper and
I imagine even those who sell thus phantomware
aren•t out there broadcasting it to the
universe.
So how did this problem come to

o~r

attention?

COMMISSIONER KEVIN SULLIVAN: Well, you can,
Representative, you can certainly discover it
online and know that it•s being sold. The
State of Georgia is the first state in the
nation to actually do what we•re recommending
that we do here in Connecticut. There are
several other states that are considering it.

•

So you know, in the nature of things probably
is much by a case of Georgia that discovered
the use. And as much as monitoring that
Internet to notice what tools the crooks have
out there, it has come to the attention of tax
commissioners across the country, attorney
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generals across the country and consumer
protection agencies across the country.
REP. WILLIAMS: Do we have any way to know how much
revenue the State is losing from -- we
probably don't even know how many retailers
are using this. Right? Do we have any sense
of how much we might be losing?
COMMISSIONER KEVIN SULLIVAN:
I can't quantify
that. Certainly we -- I cannot quantify that.
REP. WILLIAMS: Understood.
I just -- it's such a
new concept to so many of us that it begs that
question.
COMMISSIONER KEVIN SULLIVAN: Technology is a
wonderful tool.
It's also a dangerous tool at
times.

•

REP. WILLIAMS:

Right .

Lastly on the issue of room remarketers, and
as you acknowledged, we had so many issues
that faced this committee last year and
certainly the scope of our budget deficit was
huge. And it's hard -- I can't remember, but
I seem to recall last year on the room
remarketer's issue the department's position
was not to do anything or the department took
no position. Am I incorrect?
COMMISSIONER KEVIN SULLIVAN: Last year the
department took no position on this
legislation, although we did work with
Representative Wright in helping her and this
committee have legislation that would address
the issue.
REP. WILLIAMS:
about last
shape this
department

•

Was there something that changed
year's bill? Like, what that we
into that made it bill the
would support?

COMMISSIONER KEVIN SULLIVAN:
I think more the
evolution of time. We have been weighing
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still exempt as those services are if they
provided directly.
But here a room is a room is a room. And at
the end of the day, whether it's 15 percent
less than that 20 percent differential, the
remarketer is s'till getting the advantage of
selling that preduct at a markdown even with
paying the tax.
REP. WILLIAMS: Great. Thank you very much for
your testimony and maybe most importantly, for
your comments at the end about thinking small.
Thank you.
REP. WIDLITZ:

Thank you.

Representative Gibbons followed by
Representative Butler.

•

REP. GIBBONS:

Thank you, Madam Chairman .

Good afternoon, Commissioner.
to see you here.
COMMISSIONER KEVIN SULLIVAN:

It's a pleasure

Good to see you.

REP. GIBBONS:
I want to thank you again for seeing
me a couple ~f weeks ago. And all I can say,
if I am tinkering I am not asking to have the
whole tax plan reopened and I will get back to
you and to the chairman. The door isn't
slammed shut yet and thank you for all your
testimony here today.
I think we•re all interested in how these
zappers work and it•s best that Connecticut be
proactive and shut the door on those before
they even get started.

•

As for some of the other bills, they seem
rather small in consequence except for those
people that they immediately affect and I
think the committee will be looking at them.
And we'd be happy to look at them in favor of
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Good morning Senator Dally, Representative Widlitz, Senator Roraback, Representative
Williams and members of the Committee
Thank you for ra1sing our agency bills which are part of the hearing today:
•

SB 357 would make several minor but much needed changes
• ·. Sec. 1 was developed in consultation with OPM's Office of Labor Relations.
It addresses very real situations where the tax record non-disclosure
requirements of CGS 12-15 bar both the state and state employees from
necessary evidence 1n disciplinary proceedings. For example, a DRS
employee m1ght face discipline for browsing taxpayer information. Under
current law, neither the state nor the employee would be able to disclose or
seek to have disclosed into ev1dence the identity of the actual taxpayer
records involved. The proposed change allows this information into evidence
in these state employee matters but otherwise subject to the non-disclosure
requirements of CGS 12-15

o

•

Sec. 2 updates the dollar threshold for when action on taxpayer requests for
penalty waivers approved by the Commissioner must be rev1ewed and
approved by the Penalty Rev1ew Committee. The committee consists of the
DRS Commissioner, the State Comptroller or a des1gnee, and the Secretary
of OPM or a des1gnee. Waiver requests below the threshold are reviewed by
DRS staff and the Commissioner. The current members of the Penalty
Review Committee support th1s change.

a

Sees. 3 & 4 makes needed technical corrections 1n the capt1ve insurance
company legislation passed during last year's special JObs session. This
proposal was developed 1n consultation with the Insurance Department and
needed so that the state can move forward w1th planned efforts in this
economic sector.

IS

HB 5421 would outlaw the sale, Installation, possession or use of automated sales
suppression dev1ces popularly known as "zappers." This technology is available and
used for only one purpose - creating fraudulent retail sales transaction records in
order to understate sales tax liability Th1s "phantom-ware" is easily installed in
electromc cash register systems so that unscrupulous merchants can automatically
forge sales transaction records 1n order to under-report and under-pay sales tax
otherwise due on the actual value of each of the transactions Th1s proposal has
been developed 1n consultation w1th the Attorney General and the Department of
Consumer Protection

In addition to these agency proposals, the Department has an Interest 1n several other
b1lls be1ng heard today. We fully support HB 5425 updat1ng the manne transit and
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