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Connecticut’s Gross Receipts Tax Explained 
 
For over twenty years, Connecticut’s gross receipts tax (GRT) has had both a rate 
established by Connecticut law in statute and an effective rate.  These two rates came 
about as a result of the State Supreme Court case Texaco Refining and Marketing 
Company, Inc. v. Commissioner of Revenue Services, 202 Conn. 583, A.2d 771, 
March 24, 1987.  
 
In that case, the state Supreme Court determined that receipts subject to what was at 
that time called a gross earnings tax “includes within ‘gross earnings’ the amounts 
that the plaintiff has collected as taxes passed through to its customers.”   Elsewhere, 
the court stated that “the statute is to be interpreted to include within the plaintiff’s 
tax basis the tax payments that it has collected from its customers.” 
 
In other words, taxes collected from the GRT are themselves subject to the GRT, 
which become an additional tax obligation to the company paying the tax.  The 
tax is being taxed. 
 
Example 
 
Since July 1, 2007, the current statutory rate for the GRT has been 7%.  Assume that 
the initial receipts before any tax has been applied are $1,000.  The 7% tax on that 
amount is $70.  But as noted above, the tax itself is subject to the GRT.  A person 
making the first sale of petroleum in Connecticut assesses the GRT.  That person 
assesses $70 [7%] on the $1,000 sale.  The “gross receipts” of that person are $1,070 – 
NOT the $1,000 from the sale – but the amount from the sale plus the tax collected on 
the sale and that becomes the “gross receipt,” on which the GRT is assessed. 
 
So 7% of $70 is $4.90.  But that additional $4.90 is in turn considered a receipt subject 
to the tax, and so 7% of $4.90 is 32 cents.  And so forth. When we add all these taxes 
up, they amount to $75.27 tax on the original $1,000 gross receipts amount.  That 
means the company is paying an effective rate of 7.527% compared to the statutory 
rate of 7%. Hence, ICPA reports two rates – one set in statute [7%] and the other, 
effective rate that is charged [7.53%], because in the Texaco case from 1987, 
Connecticut is collecting gross receipts taxes on not just the sales of petroleum 
products but also those sales plus the taxes collected on those sales.  
 
Formula 
 
In general terms, this formula applies: 
 
  Effective GRT rate =  S / (1-S) 
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“S” is the statutory rate.  Thus, where the current statutory rate is 7% (i.e. .07), the 
current effective rate = 0.07/(1-0.07) = .07/.93 = .07527 or 7.53% rounded up.  In 2013 
the statutory rate is scheduled to go up to 8.1%.  When that happens the effective rate 
will be 8.81%. 
 
 
Rates/Years 
 

 
 
 
 
 
 
 
 
 
 

 
 
Connecticut Statute 
 
Connecticut General Statutes §12-587 
 
Sec. 12-587. Definitions. Imposition of tax. Rate. Returns and filing; due date. (a) As used in 
this chapter: (1) "Company" includes a corporation, partnership, limited partnership, limited 
liability company, limited liability partnership, association, individual or any fiduciary thereof; 
(2) "quarterly period" means a period of three calendar months commencing on the first day of 
January, April, July or October and ending on the last day of March, June, September or 
December, respectively; (3) "gross earnings" means all consideration received from the first 
sale within this state of a petroleum product; (4) "petroleum products" means those products 
which contain or are made from petroleum or a petroleum derivative; (5) "first sale of 
petroleum products within this state" means the initial sale of a petroleum product delivered to 
a location in this state; (6) "export" or "exportation" means the conveyance of petroleum 
products from within this state to a location outside this state for the purpose of sale or use 
outside this state; and (7) "sale for exportation" means a sale of petroleum products to a 
purchaser which itself exports such products. 
 
Connecticut Supreme Court Case 
 
Texaco Refining and Marketing Company, Inc. v. Commissioner of Revenue 
Services, 202 Conn. 583, A.2d 771, March 24, 1987.  
 
The Texaco case [below], rested on the definition found in §12-587 [3], as “gross 
earnings” is defined as “all consideration received from the first sale…,” and all 
consideration was found to include the funds of the collection of the tax itself, in 
addition to the funds collected on the sale of the product subject to the tax. 
 
In the 1987 court case, Texaco was assessing the then 2% gross earnings tax and 
remitting the proceeds from the collection of the 2%.  The Commissioner of the 
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Connecticut Department of Revenue Services disagreed with the simple 2% collection 
and remittance and the case ended up in the Connecticut Supreme Court.  The State 
of Connecticut’s contention was that Texaco’s “gross earnings” included the funds 
from the sale of the fuel subject to the tax – as well as the funds collected in the tax 
itself – and wanted Texaco to remit its gross earnings tax based on both amounts – 
hence the gross earnings tax is taxing the tax. 
 
The Connecticut Supreme Court agreed with the CT Department of Revenue Services’ 
position on the issue, hence the rate found in the Connecticut law ends up being 
expanded and made higher by virtue of the position taken by the CT Department of 
Revenue Services and the Texaco Supreme Court decision. 
 
If remitters of the gross earnings tax fail to remit their gross earnings tax on the 
higher of the two rates, the CT Department of Revenue Services will find them 
short of having remitted the correct tax amount. 
 
 
 
























