
BBUUDDGGEETT  CCOONNNNEECCTTIIOONN$$  

CT Voices’ state budget work is supported by the Melville Charitable Trust, the Stoneman Family Foundation, & the CT Health 
Foundation.  Contents of this report are the sole responsibility of Connecticut Voices for Children. 

A Connecticut Voices for Children  
Research Brief                                                                                                               April 2004    

 
 
 
 
 
 

THE FINANCE COMMITTEE’S PROPOSED REVENUE CHANGES & OTHER 
RELATED BILLS IMPACTING STATE BUDGET PROCESS & ACCOUNTABILITY 

Shelley Geballe, JD, MPH 
(Current as of April 28, 2004) 

 
 

I. Summary of Finance Committee Revenue Actions, as Compared to Governor’s 
Proposed Changes for FY 05 Revenues 

 
The Governor’s proposed revisions to the FY 05 budget would have increased net taxes in FY 05 by 
$100.8 million, principally through increases in “sin” taxes (cigarettes, alcohol).1  Delays in tax 
reductions, a proposal to escheat bottle deposits, and all other net revenue changes accounted for an 
additional $115 million in new revenues.  Offsetting these increases was a reduction of $28.7 million 
in the original FY 05 revenue estimates.2   
 
The General Assembly’s Finance, Revenue and Bonding Committee adopted a number of the 
Governor’s revenue proposals, rejected or modified others, and made some of its own changes.  The 
table below compares the more significant of the revenue proposals from the Governor3 and the 
Finance Committee, with proposed revenue estimates for FY 04, FY 05, and years thereafter:4  

                                                 
1  For a summary of the Governor’s proposed revenue changes for FY 05, see S. Geballe, The Governor’s Proposed Revisions 
to FY04-05 Budget, Part I: Overview & Proposed Revenue Changes (February 2004), available at www.ctkidslink.org. 
2 Projected increases in estimated revenues from the personal income tax and sales tax were more than offset by a $97 
million downward revision in projected corporate tax revenue projections, a $5 million reduction in Indian gaming 
payments, and a $3 million increase (to $17 million) in the cost of the refundable research and development tax credit 
“exchange” program that allows corporations with little or no tax liability to “sell” back to the state at 65% of value 
“unused” tax credits.  
3  The two primary bills that would have implemented the Governor’s and DRS’ budget recommendations were SB 35, 
AAC Implementing the Governor’s Budget Recommendations Regarding Revenue, Tourism, Housing, Capital City 
Economic Development, Tobacco Product Manufacturers and Transfers of Certain Funds, and SB 421, AAC 
Administration of Various State Taxes. SSB 35, Implementing the Governor’s Budget Recommendations Regarding 
Revenue, Tobacco Product Manufacturers and Transfers of Certain Funds rejects many of the Governor’s proposals.  
Those that it accepts in whole or part are as noted in this report.  Among provisions deleted that are not shown in the 
table above were sections of the original bill that would have further expanded the powers of the Capital City Economic 
Development Authority (SB 35, §§ 21-30). 
4  This reports relies upon revenue estimates and bill summaries produced by the Office of Fiscal Analysis and Office of 
Legislative Research as reported in the files on these various bills. 
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PROPOSED GENERAL FUND REVENUE 
CHANGES: Governor Compared to Finance 
Committee 

Gov. 
FY 04  
($M) 

Gov. 
FY 05  
($M) 

Fin. 
 FY 04 
($M) 

Fin. 
FY 05 
($M) 

TAXES    
Personal Income Tax5      
Change treatment of non-resident 
partners/members of pass-through entities (e.g. 
LLCs, LLPs, S corporations) to capture income 

$0 $8.0 $0 $8.0

                                                 
5  The FY 05 General Fund revenue estimates include $43 million in additional tax audit revenue attributable to the 
installation of a new integrated tax administration system.  
6  The bill would tighten the income tax filing requirements for people who do not live in Connecticut but who receive 
income from pass-through entities that do business in or derive income from sources in Connecticut.  It also makes 
filing and tax payment requirements for different kinds of pass-through entities the same. The bill applies to S 
corporations; general, limited, and limited liability partnerships; limited liability companies treated as partnerships under 
federal tax laws; and trusts and estates. Specifically, this bill extends to partnerships with two or more nonresident 
partners the requirements that already apply to S corporations with nonresident shareholders.  It would require 
partnerships either to: a) file a group return for those nonresident partners who meet the bill’s criteria for participating in 
such a return and who choose to participate; or b) pay taxes at the highest marginal rate (currently 5%) on each 
nonresident partner’s share of income from the business.  The bill would also change requirements about the filing of 
informational returns.  Under current law, any partnership, trust, or estate with income from Connecticut sources or any 
S corporation doing business or authorized to do business here must file an annual informational return with DRS listing 
its income, gains, losses, and deductions. The return must also list all the entity’s partners or shareholders (both residents 
and nonresidents) who are entitled to a share of its net income and the share distributed to each one together with 
identifying information about each partner or shareholder (name, address, and Social Security or federal employer ID 
number) and other information the DRS commissioner requires by regulation or instructions. The bill eliminates the 
requirement that trusts and estates file the informational return and changes the criterion for imposing the filing 
requirement on S corporations. It requires S corporations to file an informational return if they have Connecticut-related 
income. Under current law, those doing business or authorized to do business here must file. In addition to currently 
required information, the bill requires partnerships and S corporations to file the amount of each resident and 
nonresident partner’s or shareholder’s share of: a) total and Connecticut-related separately and non-separately computed 
items for federal tax purposes; and b). Connecticut modifications relating to total and Connecticut-related income, gain, 
loss, or deductions. The bill also requires the entity to attach a list of the names and Social Security numbers of the 
nonresident partners or shareholders included in its group return for the same tax year. 
7  This substitute bill, AAC Administration of Various State Taxes, also: a) allows the Department of Revenue Services 
commissioner to establish reciprocal tax collection agreements with other states (§1); b) expands the commissioner’s 
investigative powers in motor vehicle fuel and motor carrier road tax cases (§§2-3); c) clarifies how to calculate the real 
estate conveyance tax due on a residence when the selling price exceeds $800,000 (precluding a possible revenue loss) 
(§4); d) establishes a Connecticut income tax withholding payment schedule that is different from the federal 
withholding payment schedule (an employer would remit withholding taxes weekly if its liability was more than $10,000; 
monthly if its liability was more than $2,000 but no more than $10,000; and quarterly if its liability was $2,000 or less. 
Household employers must pay annually, regardless of their liability) (§5); e) doubles – from $500 to $1,000 - the 
minimum amount of income tax that must be owed to trigger a penalty for not filing a tax return or for underpaying 
estimated taxes (§8); and f) simplifies the format of the Connecticut personal income tax form where taxpayers record 
their donations of tax refund amounts to specified causes by requiring only a blank check-off for each charity, in which a 
taxpayer must enter a contribution in whole dollars (§9).  

Excluded by the Finance Committee in the substitute bill were the following provisions in the Governor/DRS’ 
original bill: a) allows the DRS Commissioner to cancel any tax, interest or penalty that a taxpayer is shown to owe when 
said tax, interest, and penalty has been paid (§2 of original bill); b) strengthens state law to reduce tax avoidance (that 
results from corporations shifting profits out of Connecticut through various types of transactions) and to mitigate the 
adverse consequences of the Connecticut Supreme Court’s decision in Carpenter Technology by applying “recognized 
federal tax doctrines, including, but not limited to, the sham transaction doctrine, the step transaction doctrine, and the 
doctrine of substance over form” and placing the burden on a corporation to show that transactions “have a valid, good 
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taxes currently going uncollected6 [sSB 421, §§6-7]7  
Adds a third bracket to the state income tax and 
increases the tax rate from 5% to 5.5% on taxable 
income over $1M for joint filers, over $792,000 for 
heads of household, over $531,000 for single filers, 
and $500,000 for married people filing separately.  
Increase flat tax on estates and trusts from 5% to 
5.5%.  Eff. on passage and for tax years starting 
1/1/04.  [sSB 592, §§1-3]8 

Not 
Inc.

Not Inc. $0 $127.5 (for 
18 mo.)
[& $85/

yr. for FY 06 
& after]

-Allows CT taxpayers to deduct up to $5,000 in 
contributions to the CT Higher Education Trust 
(CHET) when calculating CT AGI (thus exempting 
the contributions from the state income tax).9  
Applicable to tax years beginning 1/1/05. [HB 5476]

Not 
Inc.

Not Inc.  $0 Revenue 
loss = $0 [&  
($7.9) in FY 
06, ($8.9) in 

FY 07, & 
($10.4) in 

FY 08
 -Requires Comptroller to maintain a flexible health 
care spending account for state employees and 
legislators.  FSA funds could be used to reimburse 
for specific types of health expenses incurred by the 
employee or his dependents during the plan year that 
are not covered by health insurance. [SB 485] 

 Net savings, 
with amount 

dependent 
on # of 

employees 
who elect 

accounts10

Sales & Use Tax  
 -Delays by one year the repeal of the 6% sales tax 
on sales of newspapers & magazines (until 7/1/05). 
Exemption had been repealed in PA 03-2, but the 

$0.0 $10.0 $0.0 $10.0

                                                                                                                                                             
faith business purpose other than tax avoidance” and “economic substance apart from the asserted tax benefits.” (§3 of 
original bill).  [NOTE: DRS has been trying to close this tax loophole for several years, since the Carpenter Technology 
decision, meeting for hours with businesses to craft language that allows legitimate transactions, but cuts down on 
transactions that occur to avoid CT tax]; c) permit disclosure of cigarette distributors’ sales data for the purpose of 
enforcing the tobacco Master Settlement Agreement (§4 of original bill); d) shorten the time to abate taxes by requiring 
fewer officials to approve those abatements (§§5-6 of original bill); d) impose a penalty for failure to file a tax return 
electronically, if so required (§10 of original bill); e) repeal CGS 12-39s (which allows the DRS Commissioner, on his 
own, to cancel taxes, interest and penalties when such have been erroneously or illegally assessed against a taxpayer and 
to credit or refund such payments if already paid (§17 of original bill); f) repeal CGS 12-3b (which establishes an 
Abatement Review Committee to review taxes abated by the DRS Commissioner or the Director of the Division of 
Special Revenue)( §18 of original bill). 
8   OFA estimates that this change would affect about 6,400 taxpayers.   
9   OFA projects the number of CHET accounts to be 46,000 in FY 05 increasing to 61,000 in FY 07, with an annual 
contribution per CHET account of $3,800-$4,000/year. 
10  The use of flexible health care spending accounts by state employees would result in a net state savings.  The state, as 
an employer, would not pay the social security portion (6.2%) of the FICA tax on funds contributed to the account.  
However, no state income tax would be paid on the funds set aside on a pre-tax basis either.  OFA estimates that for 
every $1,000 an employee sets aside on a pre-tax basis, Connecticut would save $62 in the Employers Social Security 
account (administered by the State Comptroller), but would experience a General Fund income tax revenue loss of 
approximately $50. This results in a net state savings of $12 for every $1, 000 set aside by the state employee. Since the 
number of state employees who would avail themselves of this new benefit is not known at this time, the total state 
savings cannot be determined. 
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biennial budget had restored exemption eff. 7/1/04. 
[sSB 35, §§1, 19] 
  -Increased sales & use tax resulting from cigarette 
tax increase [SB35] 

$1.8 $5.3 Rejected Rejected

  -Increased sales & use tax resulting from alcohol 
tax increase [SB35] 

$0.1 $0.3 Rejected Rejected

  -Exempts from the sales tax all sales of tangible 
personal property or services (excepting sales of 
medical equipment and supplies for patient care) to 
and by acute, for-profit hospitals for the purpose of 
patient care delivery [SB 35] 

Not 
known

Not 
known 

Rejected Rejected

-Extends to 7/1/08 exemption for sales of new cars 
fueled w/ “clean fuels” and other related sales  [sSB 
218]11 

   Preclude 
revenue gain 

of 
($0.05/year) 
FY 05-FY08

Corporation Business Tax     
  -Allows, on a permanent basis,12 corporations that pay 
the alternative capital base corporation tax to qualify 
for the Research and Development Tax Credit 
exchange program for a year in which they report no 
income (which allows the corporation to “sell back” 
to the state at 65% of value all tax credits that 
cannot be taken because the corporation does not 
have sufficient corporation tax liability to offset with 
tax credits).  [HB 5245] 

  Revenue loss = 
($15/year) beginning in 
FY 06 

                                                 
11 This bill extends for four years from July 1, 2004 to July 1, 2008 the sales tax exemption for the sale, storage, use, or 
other consumption of: a) new motor vehicles exclusively powered by a clean alternative fuel; b) conversion equipment 
incorporated into or used in converting motor vehicles powered by any other fuel to either exclusive use of a clean 
alternative fuel or dual use of any other fuel and a clean alternative fuel; and c) equipment incorporated into or used in a 
compressed natural gas, hydrogen filling or electric recharging station for vehicles powered by a clean alternative fuel. 
The bill also requires that the fleet average for cars and light duty trucks the state buys achieve the best achievable 
mileage per pound of carbon dioxide (CO2) emitted in its class.  
12  A temporary extension to capital base companies was passed last year in PA 03-1, JSS, §§ 89, allowing these 
companies to sell back credits in FY 03 and FY 04 only. This bill would make the revenue loss permanent.  While OFA 
estimated an annual revenue loss of $12.5 million/year in FY 04 and FY 05 to the temporary extension of the credit to 
capital base companies, OFA now reports that DRS is anticipated to issue $15 million in “refunds” to approximately 55 
companies in each of these two years.  Hence, OFA’s estimate of revenue loss in FY 06 and years thereafter is $15 
million/year.  According to OFA, businesses qualify for the refundable credits under two laws.  They can claim a credit 
equal to 20% of any increase in R&D spending over the prior year.  Alternatively, they can claim a credit against the R&D 
spending they are allowed to deduct from their federal income taxes. A business qualifies for the refund only if it grossed 
less than $70 million in the prior year without counting transactions with a related business. 
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- Increases the number of projects eligible for the 
Urban and Industrial Site Reinvestment tax credit by 
reducing the direct investment threshold from $20 
million to $5 million [sHB5647]13  NOTE: The 
Urban and Industrial Site Investment tax credit 
provides a dollar-for-dollar credit (up to 100% of an 
investment and a $100M maximum credit per firm, and 
$500M credit total) against the corporation tax. 
 

  OFA projects a GF 
revenue loss resulting 
from expanding the 
number of firms that can 
take the credit, but does 
not quantify the revenue 
loss 

Succession & Estate Tax     
 -Permanently14 decouples15 CT’s estate and 
generation-skipping transfer16 tax rates and the estate 
tax threshold from corresponding federal rates and 
thresholds by setting the tax rates for deaths and 
transfers occurring on or after 1/1/05 at 100% of 
the maximum federal credit available on 1/1/01, 
before enactment of the federal phase-out.  The bill 
also establishes a $1M threshold for taxable estates 
instead of using the federal thresholds in effect on 
the death date.  For taxable generation-skipping 
transfers, however, it continues to use the federal 
threshold in effect on the transfer date. [sSB 592, 
§§4-6]  

  $158 in FY 06 (10 
months) and $190 in FY 
07 and each year 
thereafter 

                                                 
13  This bill makes many changes to the Urban and Industrial Sites Reinvestment Program, which provides business tax 
credits for investing in projects that develop properties and consequently generate additional state and local tax revenue.  
Under current law, the credit amount can be no more than the state revenue a project generates, and cannot exceed $100 
million per project. Businesses may claim the credit over 10 years according to a statutory schedule, but only if the 
project generates the projected revenue. The law caps the total amount of credits for all projects at $500 million.  The 
law allows businesses seeking credits to invest their funds in a project directly or through a state-registered fund manager 
or community development entity. 

The bill lowers, from $20 million to $5 million, the minimum amount a business must invest directly in a project 
to qualify for the credits.  It disqualifies businesses from receiving credits for projects that would relocate a facility from 
one town to another unless the business can certify that another state offered incentives to relocate the facility there. The 
bill adds more factors the DECD commissioner must examine when deciding whether to approve credits. It requires 
him to determine: a) if CT residents, including minority group members, are likely to be hired to construct the project; b) 
the public policy goals that would be served by approving the credits; and c) whether the business seeking them involved 
local officials and labor groups in the planning process.  The bill requires the DECD commissioner to hire an 
independent analyst to determine the amount of tax revenue the project will generate. (Under current law, he can hire an 
outside analyst or do the assessment in-house. Current law also requires that applicant to reimburse the commissioner 
for all or any part of the cost of any revenue impact assessment economic feasibility study or other activities performed 
in the exercise of due diligence.)  The bill also requires the commissioner to determine how the project addresses the 
state’s transportation policy goals. The bill lowers, from $20 million in tax credits to $10 million in tax credits, the 
threshold for projects requiring legislative approval and revamps the approval process. It makes the businesses receiving 
the credits liable for any labor law violations along with the contractors they hire to construct the project. In these 
situations, the bill also allows the commissioner to advise the Finance, Revenue and Bonding Committee if the credits 
should be suspended during the first year the business can claim them and requires the committee to approve any 
suspension. 

Lastly, the bill requires the DECD and Department of Revenue Services (DRS) commissioners to report annually 
on the businesses receiving credits for different purposes (see more comprehensive discussion, infra). 
14  Current law imposes a temporary contingent estate tax, payable in lieu of the regular estate tax, on estates valued at 
over $1 million of people who die between July 1, 2004 and January 1, 2005.  For these estates, the tax is 1.3 times the 
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Gift Tax     
 -No changes proposed     
Insurance Companies Tax      
 -Disallows Insurance Reinvestment Tax Credits for 
investments made after 12/31/04 (currently credits 
are allowed for investments made through 
12/31/15][SB 35]17 

Unk. Unk. Rejected Rejected

Public Service Companies Tax      
- Exempts the portion of CL&P’s and NU’s gross 
earnings that are used to pay debt service on energy 
securitization bonds18 [sHB 5416] 
 

   Revenue 
loss = 
($1.65/year) 
from FY 05 
to FY 11 

                                                                                                                                                             
maximum federal estate tax credit, excluding the 75% federal credit reduction that applies in 2004.  This temporary tax is 
not to apply, however, if by July 1, 2004, the Secretary of OPM certifies that Connecticut is receiving at least $110 
million in additional federal assistance in 2005 (such as it received last year). 
15  Under current law, Connecticut’s estate and GST taxes are equal to 100% of the maximum federal credit for such 
state taxes at the time of the transfer or death – that is, Connecticut’s taxes are “linked” to the federal tax.  Changes 
made in federal law in  2001 are resulting in the federal credit for state taxes being phased out at the rate of 25% of the 
credit/year (so in 2004, CT’s taxes are just 25% of the 2001 federal credit and, by 1/1/05 when the federal credit 
expires, CT’s taxes will be totally eliminated).  In addition, federal law is increasing the threshold at which estates are 
taxable from $1.5 million in the current year to $3.5 million in 2009, and the tax is eliminated completely in 2010 but 
scheduled to return to 2001 levels in 2011. To avoid this significant loss of revenue, the bill establishes separate state tax 
rates and thresholds, eliminating the link to changes in federal law.  
16  The generation-skipping transfer tax applies to transfers to beneficiaries who are two or more generations younger 
than the transferor, whether made directly or through a trust or other similar arrangement.  Connecticut’s tax applies to 
every such transfer when the transferor is a state resident on the date of the original transfer or the transfer includes real 
or tangible personal property located in CT. 
17 OPM Secretary Marc Ryan testified to the Finance Committee that while this credit was enacted to encourage 
insurance industry start-up firms and thereby promote job growth, the cost in tax credits could be as much as $1 million 
per job, an amount Secretary Ryan characterized as “outrageous.”  The Finance Committee rejected the Governor’s 
attempt to limit the credits under this program to investments made in an insurance business before December 31, 2004 
(SB 35, §41); credits will continue to be permitted, under the Finance Committee bill, until December 31, 2015. 
18 Legislation passed last session temporarily transfers to the General Fund revenues from charges on electric bills that 
pay for conservation and renewable energy programs. To mitigate the reduction in funding for these programs, the 
General Assembly authorized the issuance of bonds (issued through the state, but not state obligations) that are backed by 
a different charge on electric bills.  Specifically, the General Assembly last year approved the securitization of a total of 
$194 million from: a) the Energy Conservation and Load Management Fund ($144 million); and b) the Clean Energy 
Fund ($50 million.  Debt service for the bonds will be financed over a 7-year period from this surcharge paid by CL&P 
and NU customers. Under PA 03-1 (Sept. SS), the revenue that backs these bonds is the property of the state rather than 
the electric company.  OFA’s estimate of a General Fund revenue loss of $1.65 million/year from this proposed 
exemption is based on the issuance of $220 million in bonds ($194 million in principal, $21 million for the reserve fund 
and $5 million for issuance costs) over a 7-year period at an interest rate of 3.5%. 
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-Expands the current exemption for natural gas used 
as a fuel in a cogeneration facility that provides 
electricity or steam to a manufacturer that owns or 
operates the facility to any facility that is located 
within property owned by the manufacturer, even if 
not owned or operated by the manufacturer. [sSB 
376]  

   Revenue 
loss = 
($0.8-
$1.0/year) 
starting in 
FY 0519 

Oil Companies Tax      
- Reduces the maximum allowable level of sulfur in 
No. 2 heating oil and No. 2 off-road diesel fuel from 
0.3% by weight to 0.05% by weight (500 ppm) 
beginning June 1, 2006 [SB 219] 

   $0.3-$0.65 
(partial yr) & 
$0.4-$0.85 in 
FY 06 and 
after20   

Cigarette/Tobacco Tax     
 -Increases cigarette tax from $1.51/pack to 
$2.05/pack (eff. 4/1/04) [SB35] 

$32.8 $93.7 Rejected Rejected

 -Increases tax on cigars, pipe and chewing tobacco 
from 20% to 30% of wholesale price and tax on 
snuff from $0.40 to $0.60/ounce (eff. 4/1/04) 
[SB35] 

$0.5 $2.4 Rejected Rejected

-Floor tax on inventory [SB35] $8.6 $0.0 Rejected Rejected
Alcohol Beverage Tax  
 -Increases alcohol tax by 10% (from $0.11 to 
$0.12/6 pack of beer; from $0.60 to $0.66/gallon of 
wine; from $4.50 to $4.95/gallon of distilled 
spirits)(effective 4/1/04) [SB 35] 

$2.0 $4.4 Rejected Rejected

 -Floor tax on inventory subject to increased alcohol 
tax [SB35] 

$0.6 $0.0 Rejected Rejected

Misc. Taxes   
 -Eliminates a revenue intercept of $20 million in 
taxes from hotel occupancy tax.  Revenues would 
return to General Fund, w/ the Commission on 
Arts, Tourism, Culture, History, and Film (CATCH-
F) relying on a yearly appropriation rather than the 
intercept “to bring more accountability to the use of 
the funds” and force the agency and its programs 
“to compete with other agencies for limited 
resources” [SB35] 

$20.021 $20.0 Rejected Rejected

                                                 
19  This revenue loss is based on “annual sales of natural gas to one known facility.”  OFA notes that “future fiscal year 
revenue losses from this exemption could be greater if additional facilities become eligible for the exemption.” 
20  OFA’s estimate is based on: a) annual fuel consumption data in Connecticut between 1995 and 2000 for No. 2 
heating oil (adjusted for residential heating fuel, which is exempt from the tax); b) an estimated increase in the price of 
No. 2 heating oil of between 3 cents and 5 cents/gallon; and c) an anticipated decrease in No. 2 heating oil consumption 
due to the price increase.  This General Fund revenue increase would be offset by a General Fund spending increase (of 
less than half the revenue increase) for Connecticut’s purchases of such fuel. 
21  OFA records earmarked funds as a General Fund revenue loss. Therefore, this elimination of earmarking is a revenue 
gain to the General Fund.  
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 -Treats real estate transactions executed under 
employee relocation plans as a single transaction for 
real estate tax purposes even though the transaction 
involves two deeds.  This will result in a reduction in 
state real estate conveyance taxes.22 [HB 5646]23 

  Revenue 
loss = ($1.1-

$1.5/year) 
starting in 

FY 05
-Implements DRS Integrated Tax Administration 
System (expected to increase collection of various 
state taxes) 

 $49.0  

FEES      
-Reduces by $1 million (from $7.1 million to $6.1 
million) the total annual “health & welfare” fee 
imposed in the biennial budget24 on each domestic 
insurer or HMO that does any life or health 
insurance in CT to help fund DPH’s Immunization 
Services account to pay for the child and adult 
immunization program, TB and communicable 
disease treatment & data collection re immunization 
status of Medicaid children  

($1.0)  

-Expands activities funded through DPH’s 
Immunization Services account to include influenza 
and pneumococcal vaccines for persons of all ages, 
as recommended by the National Advisory 
Committee for Immunization Practices. Extend the 
“health and welfare fee” imposed last year to help 
fund this account to pharmaceutical companies 

 Cap on total 
fees to be 

collected is 
maintained 

at 
$7.1/year25

                                                 
22  The seller must pay the real estate conveyance tax when he conveys the property deed to the buyer. Through June 30, 
2004, the state conveyance tax rate on residential property is 0.75% of the first $ 800,000 of the sales proceeds and 
1.25% of the proceeds over that amount. On July 1, 2004, under current law, the tax rates are scheduled to drop by a 
quarter point to 0.5% and 1%, respectively.  Through June 30, 2004, certain towns may impose an additional quarter-
point local conveyance tax, increasing the residential conveyance tax rates in those towns to 1.25% for the first $ 800,000 
and 1.75% of any additional proceeds. The authority for the extra tax in those towns is also scheduled to expire on July 
1, 2004 under current law. 
23  To be exempt, the resale must occur within six months after the date the relocated employee conveyed the property 
to his employer or the relocation company. The relocation company exemption applies to entities whose business is 
buying and selling employees' homes under employee relocation plans. 
24   PA 03-3, JSS, §6 
25   OFA states that “full compliance” with NACIP recommendations would increase DPH vaccination costs by about 
$13.7 million/year ($4.44M for influenza and pneumococcal vaccine for kids, $8.M for flu vaccine for adults, and $0.6M 
for pneumococcal vaccine for adults) as well as impose an additional administrative cost of $0.15M to support the 
enhanced vaccine distribution and delivery system.  Funds from the “health and welfare” fee are deposited in the 
General Fund.  The bill also would require DPH, in consultation with DSS, to develop a marketing and distribution plan 
for the flu and pneumococcal vaccines and report to the Public Health Committee on the plan by August 15, 2004, and 
would allow a hospital to administer either vaccine to patients without a physician’s order if done according to a 
physician-approved hospital policy after assessing the patient for contraindications. 
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doing business in CT [sSB 167] 
-Increases registration fees for charitable 
organizations from $20 to $50 and for their paid 
solicitors from $120 to $250.26 [sSB 396] 

 $0.02

ESCHEATS   
 -Escheats unclaimed deposits on unreturned 
beverage containers (eff. on passage, with first 
quarterly payment for quarter ending 6/30/04) 
[SB35] 

$4.5 $20.0 Rejected Rejected

TRANSFERS TO THE GENERAL FUND 
FROM OTHER FUNDS 

    

 -Transfers “excess” revenue in Pretrial Alcohol and 
Drug account27 to General Fund [sSB 35, §6] 

$1.5  $1.5

 -Transfers “excess” revenue from the annual $250 
fee imposed on each state marshal from State 
Marshals account to the General Fund (after 
crediting the first $250,000 of fee revenues to the 
State Marshal Account) [SB 35] 

$0.34  Rejected

 -Credits the first $2 million of boat registration 
revenues paid into the “boating account” to the 
resources of the General Fund (as registration is 
converted to a biennial system)[SB 35] 

$2.0  Rejected

 - Permanently reduces the quarterly allocation of 
motor fuel tax revenue to the Special Transportation 
Fund starting in FY 05, eliminate the special 
provisions on STF revenue transfers in the 2003 
budget act, and make other 2003 act transfers 
permanent.28 [sSB 35, §§ 4, 20] 

$5.0 (and 
$13 in FY 

06 and 
each year 

thereafter)

 $5.0 (and 
$13 in FY 06 

and each 
year 

thereafter)

TOBACCO SETTLEMENT FUNDS29  

                                                 
26  The bill would also increase the reporting requirements of all charitable organizations (including requiring quarterly 
reports that account for all expenditures and greater detail in annual financial reports about fundraising campaigns), as 
well as the reporting requirements for paid solicitors.   
27   This account is funded in part by fees paid by people participating in the state pre-trial alcohol and drug education 
programs after being charged with driving under the influence of alcohol or drugs or possession of illegal drugs or 
sale/possession of drug paraphernalia. 
28  The 2003 budget act (PA 03-1, June Special Session) allocated a certain amount of revenues from the petroleum gross 
earnings tax on motor vehicle fuel to the Special Transportation Fund: $2.625 million per quarter from 1/1/03 to 
6/30/04, $3.25 million per quarter from 7/1/04 to 6/30/05, and $5.25 million for each quarter thereafter.  The 
Governor proposed, and the Finance Committee adopted, a change in this allocation.  The Finance Committee proposes 
that there continue to be a quarterly allocation of $2.625 million for FY 04, but only a $2 million/quarter allocation from 
the calendar quarter ending 9/30/04 and each quarter and thereafter.  This results in a revenue gain to the General Fund 
of $13 million/year and a corresponding revenue loss to the Special Transportation Fund beginning in FY 06.  The bill 
permanently reduces transfers of $5.25 million/quarter made pursuant to CGS §13b-61a to $2 million/quarter. 
29  sSB 35, §§ 7-18, as approved by the Finance Committee, would strengthen current law regarding tobacco settlement 
agreement requirements regarding tobacco product manufacturers who are not parties to the Master Settlement 
Agreement.  These provisions are necessary to prevent manufacturers participating in the MSA from withholding future 
settlement payments to Connecticut. (The MSA signed between the participating states and certain cigarette 
manufacturers contains assessments against a state’s tobacco settlement payments if a state does not enact and enforce 
legislation concerning cigarette manufacturers who are not parties to the MSA.).     
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-Transfers “remaining interest balance” of the 
Tobacco Trust Fund to the General Fund, after first 
transferring $0.5M in funding to DPH’s Children’s 
Health Initiative for the Easy Breathing asthma 
program.30 [sSB 35, § 5] 

$0.117  $0.117

-Transfers to the General Fund the remaining $2 
million of tobacco settlement revenue that is to go 
to the Biomedical Research Trust Fund (the other $2 
million was transferred in the biennial budget)[SB 
35] 

$2.0  Rejected

OTHER REVENUES/SAVINGS     
-Limits the 100%, 5-year property tax exemption on 
new and newly acquired manufacturing machinery 
and equipment to only the machinery and equipment 
that a company has depreciated over 5 to 7 years on 
its federal tax return.  Requires the business to 
provide a copy of its federal tax return and the 
accompanying schedules to OPM if requested (or 
only the schedules and an affidavit that they were 
filed as part of the return, if the OPM secretary 
approves).31 [HB5479]32   

   Potential 
“significant” 
cost savings 
to GF since 
reimburses 
towns 80% 
of foregone 
property tax 
revenue 

-Relax deadline within which a winning Lotto ticket 
can be presented to claim prize, and impose $150 fee 
to claim prize.33 [HB 5068]  

   Revenue 
loss = 
($3.2)34 

-Increases the “takeout” rate (the amount not 
returned to bettors) for certain types of bets at off-
track betting and dog racing facilities 

   Revenue 
loss = 
($0.03/yr.)35

PROPOSED SPECIAL TRANSPORTATION 
FUND REVENUE CHANGES 

    

--Increases motor fuel tax on gasohol from $0.24 to 
$0.25/gallon as of 7/1/04 (making the tax on 
gasohol equal to the tax on gasoline)36 [sSB 35, § 3] 

$0.2  $0.237

                                                 
30  NOTE: The FY 03-05 budget act already transferred $12M from the Tobacco and Health Trust Fund to the General 
Fund for FY 05.  (The money in the Trust Fund comes from tobacco company settlement payments.) 
31  This alternative, to avoid disclosure of the full tax return, was added by amendment in the House on April 15, 2004. 
32 HB 5479, AAC Clarifying Provisions Related to the Property Tax Exemption for Manufacturing Machinery and 
Equipment, could also result in additional property tax revenues to towns to the extent the exemption for property taxes 
is disallowed with regard to certain machinery and equipment.  
33 This revenue loss results from an amendment to the bill adopted in the House.  The original bill pertains to lottery 
vendor, affiliate, and occupational licenses.  
34 OFA reports that an amendment to this bill allows the awarding of at least one $5.8 million lottery prize by the 
Connecticut Lottery Corporation (CLC). A total of $3.2 million would be used to pay the first annual installment and 
purchase an annuity that will cover the remaining 19 annual installments. OFA states that this will result in a General 
Fund revenue loss because the CLC may use unclaimed prize money in one of three ways: a) direct payment to the 
General Fund, b) addition to a subsequent lottery prize pool, or c) promotion of an increase in lottery sales.  
35  OFA estimates a comparable revenue loss to Bridgeport and Plainfield (host municipalities for pari-mutual and off-
track betting) due to the anticipated decrease in wagering as less money is returned to bettors.  
36  The Governor’s revised FY 05 budget proposed to eliminate the 1-cent/gallon “tax break” for ethanol-based fuels if 
the amount of ethanol in the fuel equals or exceeds 10%.  This change was necessary because the prohibition of MTBE 
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- Permanently reduces quarterly allocation of motor 
fuel tax revenue to the Special Transportation Fund 
starting in FY 05, eliminate special provisions on 
STF revenue transfers in the 2003 budget act, and 
make other 2003 act transfers permanent. [sSB 35, 
§§ 4, 20] 

($5.0) and 
($13) in 

FY 06 and 
each year 
thereafter

 Revenue 
loss = 

($5.0), and 
($13) in FY 
06 and each 

year 
thereafter

 -Increase rail fares by 5.5% effective July 1, 2004 
and bus fares by $0.15 on July 1, 2004 (rather than 
January 1, 2005, as originally scheduled)38 

$8.0  

 -Increases sixteen DMV fees39 $7.6  $7.740

-Increases three DMV fees (motor vehicle operator’s 
license, commercial driver’s license, renewal license 
for persons over 65)[PA 04-4] 

$0.641 $1.2

-Increases drivers’ and commercial drivers’ license 
fees42 [sSB 27] 

$0.2 $0.4

                                                                                                                                                             
in gasoline (effective January 1, 2004) is resulting in gasoline in the state being formulated instead with ethanol.  In 
November 2003, sales of gasohol were 40% of all fuel sales, compared to just 4.5% in November 2002.  Elimination of 
this “archaic” tax break would ensure that all gasoline remains taxed at the same rate, and would preclude a loss of $15 
million/year in revenues. The Governor explained, “It was not the law’s intent to have the 1-cent decrease kick in just 
because of the ban on MTBE in gasoline.  In truth, the discount law is an anachronism; it was put in place nationally by 
an aggressive lobby promising that ethanol would mean a much cleaner environment.” Governor’s Midterm Budget Revisions: 
FY 2004-05 (February 2004), p. 34. 
37  A revenue loss of up to $15 million/year to the Special Transportation Fund also would be precluded.  When CT 
eliminated the use of MTBE (1/1/04), gasoline began being formulated using ethanol.  Under current law, gas that has 
at least 10% ethanol is subject to a 24 cent gasohol tax rather than the 25 cent gasoline tax.   
38 The Governor’s proposed FY 05 revisions would have increased rail fares on Metro-North to and from Connecticut 
stations by 5.5% effective July 1, 2004, and to accelerate the start of the $0.15 bus fare increase to July 1, 2004, rather 
than January 1, 2005.  These two fare changes were expected to save the Special Transportation Fund about $8 million 
in FY 05 and $5.5 million annually thereafter.  Between the fee increases (noted below) and these fare increases, there 
would have been on-going revenues and savings that total about $13 million/year in the STF.  This would have offset 
the fiscal impact on the STF of the Governor’s proposal to “permanently” move $13 million of petroleum gross 
earnings tax currently scheduled to go to STF back to the General Fund on an on-going basis.   
39  The Governor proposed to increase sixteen motor vehicle fees for a total annual revenue gain of $7.6 million.  Fees 
that would have been increased to $20 included fees on title record copies, vehicle transfers, record transfers, assigning a 
security interest in a vehicle, auction permits, flashing light permits, temporary registration fees, etc.  The bad check fee 
was to increase from $15 to $35, the commercial driving instructor fee from $10.75 to $50, the vehicle suspension 
restoration fee from $100 to $200, and the driving school branch fee from $88 to $350.   
40  Incremental revenue from these fee increases would be credited to the Transportation Strategy Board account. 
41  PA 04-4 (SB 33) increased three DMV fees that were inadvertently omitted from PA 03-4 (which had included a FY 
04 revenue gain of $0.6 million and a revenue gain of $1.2 million in FY 05 (and thereafter).  PA 04-4 implements the 
revenue gains in the PA 03-4 fiscal note by increasing: a) the motor vehicle operator’s license from $35.50 to $43 for a 
four year license and from $53.25 to $65 for a six year license; b) license renewal fees for 65 and older from $19 to $21; 
and c) commercial driver’s license fees from $75 to $90.  The incremental revenue from these fee increases is earmarked 
to pay for projects recommended by the Transportation Strategy Board. 
42 The bill increases the fee for original drivers’ licenses, which are frequently issued for irregular periods to correlate the 
license period with the applicant’s birthday.  It increases drivers license fees by $1 above the increase made by PA 04-4 
(to $44 for a four-year license, rather than $43; and $66 for a six-year license, rather than $65), and also the two-year 
license fee for someone age 65 or older from $21 (as set by PA 04-4) to $22. The bill reduces the license period for 
commercial drivers’ licenses from six years to four years and reduces the renewal fees by one-third, from $90 to $60 to 
reflect the shorter license period. It raises the fee for original issue commercial drivers’ licenses from $1.25 per month 
with a maximum of $5.50 for any six-month period, plus the sum of $9 to a flat fee of $15 per year or any part of a year. 
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-Increases various DMV fees [sHB 5474]43  $3.74
-Allows commercial motor vehicle owners and 
operators to pay fees electronically, but prohibit 
DMV from adding service charges [SB 601]44 

 Revenue 
loss = 
($3.3)

 
PROPOSED MUNICIPAL REVENUE 
CHANGES 
 

Gov. 
FY 04  
($M) 

Gov. FY 
05 

($M) 

Fin. 
FY 04 
($M) 

Fin. 
FY 05 
($M) 

-Maintains current law that returns the local real 
estate conveyance tax base rate to 0.11% (from a 
temporarily-increased 0.25% rate, effective through 
6/30/04), but permanently allows 18 towns (certain 
distressed municipalities and towns with a 
manufacturing plant that qualifies for enterprise 
zone benefits)45 the option of increasing their rate by 
0.25% above the 0.11% base rate (i.e. to 0.36%) by 
vote of local legislative body.46    [sSB 35, §2] 

 Depends 
on which 
cities 
exercise 
the 
option47 

 $8-$12 
million (if all 
18 eligible 
towns elect 
to continue 
or impose 
the tax) 

 -Treats real estate transactions executed under 
employee relocation plans as a single transaction for 
real estate tax purposes even though the transaction 
involves two deeds, resulting in reduction in local 
real estate conveyance taxes [HB5646] 

  Revenue loss 
= ($0.3-

$0.35)/year 
starting in 

FY 05

                                                                                                                                                             
(For example, the fee for a four-year original license would increase from $53 to $60.) The incremental revenue from 
these fee increases is earmarked to pay for projects recommended by the Transportation Strategy Board. 
43 The bill increases various DMV fees (e.g., for vehicle transfer, record transfer, bad check, flashing light permit, 
temporary registration, various filing fees) and also eliminates the $88 fee commercial driving schools must pay for each 
additional place of business they maintain under their license to operate. The incremental revenue from these fee 
increases is earmarked to pay for projects recommended by the Transportation Strategy Board.  The bill also authorizes 
DMV to suspend or revoke the registration of any vehicle owner who fails to pay any fee required under the motor 
vehicle emissions inspection law (the $20 fee for inspection or the $20 late fee if the inspection is more than 30 days late) 
and gives the commissioner explicit authority to revoke, as well as suspend, a registration for noncompliance with 
inspection requirements. 
44 The bill requires the Commissioners of DMV, DOT, and DRS to allow commercial motor vehicle owners and 
operators to pay required operating fees and taxes electronically, through the Internet or other electronic remote 
ordering and payment mechanisms. It bars the commissioners from adding service charges to electronic payments but 
requires them to accept as full payment only the fee amount plus any cost for the electronic payment. The bill covers 
fees for registrations, permits, fuel taxes, decals, and any other required commercial motor vehicle operating fee. OFA 
states that “if the intent is to allow credit card payment without the surcharge being passed onto the payer and to accept 
as full payment of the fee less any cost for the electronic payment then the bill is anticipated to result in a Transportation 
Fund revenue loss of approximately $3.3 million per year beginning in FY 05. The state would experience a loss because 
credit card fees (usually between 2.0 to 2.5% of the amount) will be deducted from payments made by credit card—but 
the bill prohibits this.”  
45 Currently, under the temporary surtax, 14 towns (Bloomfield, Bridgeport, East Hartford, Groton, Hamden, Hartford, 
Meriden, Middletown, New Britain, New London, Norwalk, Norwich, Waterbury, and Windham) impose the additional 
0.25% tax, while the remaining 4 eligible towns (Bristol, New Haven, Southington, and Stamford) elected not to impose 
the tax.  
46  Thus, the bill would reduce the total municipal real estate conveyance tax in towns opting for the additional tax from 
0.5% of the sales price (0.25% base + 0.25% local option) to 0.36% (0.11% base + 0.25% local option. 
47  OFA had estimated a $10 million revenue gain in 2003 if all 18 distressed municipalities had increased their local real 
estate conveyance tax to 0.50% as temporarily allowed.  In fact, as noted above, 14 of the 18 municipalities chose to so 
increase the tax.  
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-Eliminates the requirement that a town pay a $0.50 
fee for each motor vehicle or snowmobile it reports 
to DMV for delinquent taxes.   Instead requires 
towns to pay per capita share of administrative costs 
of DMV’s delinquent motor vehicle property tax 
enforcement program each year.48 Eliminates 
authority for a town, by vote of its legislative body, 
to charge a $5 fee for delinquent property taxes on 
motor vehicles (if town notified DMV of the 
delinquency). [HB 5477] 

  $0 (no 
town has 
elected the 
$5 
surcharge) 

$0 (no town 
has elected 
the $5 
surcharge) 

 
 
III. Other Finance Committee Proposed Changes 
 
In addition to the proposed revenue changes noted in the table above, the Finance Committee 
adopted a number of other bills or sections of bills of some interest.  They include: 
 
A. Other Bills Impacting Municipalities 
 
sSB 29, AAC Grants to Distressed Municipalities and Tourism. Starting FY 04, this bill would 
require the Secretary of OPM to reduce proportionately the annual grants that reimburse towns for 
some of the property taxes they forgo under laws that authorize property tax exemptions for 
specified businesses in enterprise zones and other designated areas. OPM must prorate the grants 
when the total for all grants exceeds the budgeted amount (OPM already must prorate the grants 
reimbursing all towns for the taxes they forgo on exempted machinery and equipment and 
commercial motor vehicles.)49  
 
The bill also changes the name of the Connecticut Commission on Arts, Tourism, Culture, History 
and Film to the Connecticut Commission on Culture and Tourism (CCCT). It requires CCCT to 
prepare an annual, instead of biennial, budget and submit it to OPM. (Current law requires CCCT to 
submit its biennial budget and an accounting of its prior year expenditures directly to OPM and the 
legislature.) The bill requires CCCT to submit a copy of these documents to the legislature. It 
expands the purpose of a fundraising foundation CCCT may establish, and requires it to work with 
the Amistad Committee, Inc. of New Haven on commemorating sites related to African-American 
history. The bill allows the 11 former tourism districts to transfer their assets and liabilities to the 
five new districts created by PA 03-6 (June SS). It also makes it easier for the former districts to 
comply with the statutory single audit requirement. Lastly, the bill drops the requirement that the 

                                                 
48  As is the case with the current 50-cent fee, under this bill payments must go to the General Fund and if a town fails 
to pay, DMV is not required to deny motor vehicle registrations to people who owe property taxes to that town or to 
any borough or special taxing district in it.  The CT Conference of Municipalities testified that the $350,000 in funding 
necessary for DMV’s delinquent motor vehicle property tax enforcement program should not come from towns at all, 
but from some other source.  
49  The bill implements provisions of the original biennial budget by prorating grants to Distressed Municipalities if there 
are insufficient appropriations. In the current fiscal year (FY 04), appropriations of $7 million are insufficient to fully 
fund the grant, which would require $8.01 million, thus grants to municipalities were prorated. For FY 05, the 
Appropriations Act as favorably reported by the Appropriations Committee on March 25, 2004, contains $7.8 million 
for grants to Distressed Municipalities. It is anticipated this also will result in a prorated grant for FY 05.  
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visitor welcome centers provide certain information services to visitors and makes several technical 
changes. No fiscal impact is associated with these changes.  
 
sSB 42, AA Authorizing Municipalities to Impose a Sales Tax on Meals to Fund Anti-Litter 
Programs. This bill would allow a municipality, by ordinance, to impose a sales tax surcharge of up 
to 0.5% on sales of food sold in certain establishments in the municipality for off-premises 
consumption. Funds must be put into a special fund to be used for litter removal or disposal.  While 
the bill applies to establishments that sell food at retail and that also provide for on-premises 
consumption, it does not apply to: a) food sold in cafeterias; b) food served in the establishment and 
then transferred to a disposable container to allow the purchaser or patron to take the leftovers to 
another location; c) deliveries to the purchaser’s home, office, or other designated building; and d) 
food sold in food courts in shopping malls and similar complexes. OFA states there would be a 
revenue gain to  towns that elect to impose the sales tax,  but also some significant initial start-up 
costs since towns do not currently impose and collect sales taxes.  
 
sSB 456, AAC Revaluation of Property by Municipalities. This bill would require towns to 
revalue property every 5, rather than every 4, years (thereby delaying changes to a town’s grand list 
as well as delaying by one year the costs to towns of doing these revaluations).  The bill also would 
require assessors to physically inspect each parcel at least every 10, rather than every 12, years, and 
would delay when most towns must conduct their next property tax revaluation by one to six years, 
depending on the town.  The bill specifies that each revaluation provide for the recomputation of 
the true and actual value of each parcel of land and any improvements to reflect changes in market 
conditions since the last revaluation. It eliminates the requirement that OPM certify revaluation 
companies and makes minor changes in the laws that authorize delays in conducting revaluations 
and exempt towns from the revaluation requirements when changes in property values have been 
uniform across property classes. The bill codifies in statute existing regulatory procedural 
requirements and statistical standards for revaluation (Regulations of CT State Agencies, § 12-62i-1 
et seq). Finally, the bill requires OPM to study the feasibility of establishing a new source of revenue 
to augment municipal finances and report findings and recommendations to the Finance, Revenue 
and Bonding Committee by February 1, 2005.  
 
sSB 598, AAC a Property Tax Homestead Exemption, a Differential Property Tax on Vacant 
Land and the Property Tax Cap and Surcharge Program. This bill allows towns, by a vote of 
their legislative bodies, to adopt a residential property tax relief program that would be funded by a 
tax surcharge on other property.  Specifically, it permits towns to adopt ordinances that: a) exempt 
from the local property tax up to half of the assessed value of owner-occupied housing with up to 
three units (with a maximum exemption of $150,000); and b) impose a surcharge of up to two times 
the property tax placed on vacant land that has no buildings or structures (other than parks and 
open space, forest, and farm land). The bill also allows any municipality that qualifies under CGS 
§12-62d50 to provide residential property tax relief funded by a surcharge on non-residential property 
(other than motor vehicles) starting with their 2004 Grand List.  If this bill were adopted, starting 
with the 2003 Grand List year, there will be a grand list shift for municipalities that choose to adopt 
provisions of this bill; the combined impact of the assessment exemption and surcharge on vacant 
land would require an adjustment to the mill rate to offset a net grand list reduction.  OFA projects 

                                                 
50 The eligibility criteria were that: a) the municipality had implemented revaluation in 1989 and established the program 
in that year; and b) the effective tax rate on residential property (the total tax imposed on residential properties divided 
by their actual value) was at least 1.5%.  
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increased state costs (and an associated municipal revenue gain) for Payment In Lieu of Taxes 
(PILOT) payments if mill rates increase as a result of the grand list shift. (Municipalities currently 
receive a 45% reimbursement on state-owned property under the PILOT program pursuant to CGS 
§12-19a.) 
 
SB 600, AAC Portability of Property Tax Benefits for Veterans. This bill (as amended by the 
Senate) allows active duty servicemen and veterans or members of their immediate family to 
continue receiving certain veterans' property tax exemptions51 when they move to a different town 
during the assessment year. It does this by requiring tax assessors to give each person receiving one 
of these exemptions a certificate attesting to their eligibility for the exemption for that assessment 
year.52  Existing law, which the bill does not change, provides a procedure that a veteran who moves 
to another town may use to establish his claim for the veteran's exemption in that town. The veteran 
can ask the clerk of his former town to send his honorable discharge certificate or a certified copy of 
it to the clerk of his new town. Or, he may establish his claim in the new town by showing the clerk 
the certificate or a copy thereof. There is no state fiscal impact from this bill; none of the 
exemptions for which a re-locating veteran is eligible is reimbursed by the state.  OFA characterizes 
the potential fiscal impact to towns as “minimal and absorbable.” 
 
sHB 5475, AAC the Situs of Motor Vehicles for Property Tax Purposes.   This bill seeks to 
clarify state law, and preclude a shift in automobile property declarations between towns that would 
have occurred as a result of a recent court case (Dinto v. Waterbury). It specifies that all motor 
vehicles and snowmobiles operating or located in Connecticut must pay property taxes here if they 
most frequently leave from or return to a Connecticut. (This requirement applies to all motor 
vehicles, regardless of whether they are registered here.) The bill also establishes rules for 
determining a motor vehicle or snowmobile’s “situs, ” which in the town where it is subject to 
taxation and applies to registered and unregistered vehicles. The bill requires owners to pay taxes to 
the town where the vehicle most frequently leaves from and returns to or remains during the normal 
course of its operation. DMV would be required to provide each town with a list of motor vehicles 
that are subject to taxation by the town.  
 
sHB 5661, AAC Property Taxes. This bill requires the Office of Policy and Management (OPM) 
to study whether it is feasible to eliminate motor vehicle property taxes or equalize them statewide, 
how any such changes would affect taxpayers, and the potential costs and benefits. OPM must 
submit the report stating its findings and recommendations to the Finance, Revenue and Bonding 

                                                 
51  There are 13 different armed service-related property tax exemptions in state law: for veterans, surviving spouses and 
minor children of veterans, and surviving parents of veterans, as well as for active duty servicemen who have garaged a 
car in another state and the property of US Army instructors.  In addition, there is an additional exemption –the local 
option veterans’ exemption – for which towns can set income levels equal to those for the Circuit Breaker program or 
an amount up to $25,000 over those limits.  The certificate requirement does not apply to this local program, nor to 3 of 
the state exemptions (i.e., the state-mandated “additional veteran’s exemption,” the exemption for disabled veterans with 
specially adapted motor vehicles, or the exemption for veterans with severe service-related disabilities).  
52  Under the bill, a person moving to another town can establish his claim for the exemption in that town by giving its 
assessor a copy of the certificate. The bill requires an assessor to give the exemption if the person would otherwise 
qualify for it based on statutory criteria. The eligibility criteria for the exemptions that are subject to the bill's certificate 
requirement are set in statute and apply uniformly across towns. Senate Amendment "A" (adopted April 14, 2004) 
amended the original bill to require assessors to give certificates to active duty servicemen and a veteran's immediate 
family members (not only veterans) and specifies that a certificate holder qualifies for the exemption in another town 
only if he meets statutory criteria for the exemption.  
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Committee by February 1, 2005.  The cost to produce this report is projected by OFA to be 
minimal. 
 
B. Government Transparency & Accountability  
 
sSB 404, AAC Maximization of Federal Funds.53 This bill would require each state agency to: a) 
maximize the extent to which it accesses federal funds available to states; and b) annually assess the 
federal funds it accesses, the federal funds that it could but does not access and the reasons it does 
not, and which funds it may access in the future. By January 1 annually, the bill would require each 
state agency to report on its progress, findings, and recommendations with respect to federal funds 
to OPM, OFA, and the Appropriations Committee. The bill would also require OPM, in 
consultation with OFA, to recommend and develop a plan to increase the amount of federal funds 
the state accesses, including: a) potential applications for competitive grants; b) qualifications for 
bonus awards such as welfare bonuses, child support federal incentive payments, adoption bonuses, 
and new food stamp performance bonuses; c) maximizing federal Medicaid funds; and d) 
applications for new health, human services, education, and homeland security resources, when 
available.  OFA notes that the bill requires that agencies are to complete these duties within available 
resources, however no additional resources are included for these purposes.  However, to the extent 
that agencies are successful in obtaining federal funds they would not have otherwise identified or 
applied for, a potentially significant revenue gain may result. 
 
SB 426, AAC Maximization of Federal Funds.  This bill requires (rather than allows, as under 
current law) the DSS commissioner to do everything necessary to apply for, qualify for, and accept 
any federal funds made available under any federal law for social service development or for related 
projects, programs, or activities established by federal law and applies this maximization requirement 
to those initiated under state law and also requires the DCF commissioner to do the same to obtain 
federal funds available under state or federal laws or programs to enhance the development of 
children and youth or related to this purpose. The bill further requires the commissioners to 
administer any such funds allotted to their departments in accordance with applicable state and 
federal law. (current law already requires the DSS commissioner to administer any such federal funds 
in accordance with federal law).  By July 1, 2005 and annually after that, the commissioners must 
report separately to the Appropriations and Human Services Committees on: a) the amount of any 
federal funds applied for, qualified for, accepted, and allotted; b) the purposes for which funds are to 
be used; and c) any other information the commissioners consider pertinent concerning their 
departments’ ability or inability to access federal funds.  OFA estimates this bill will result in a 
significant cost to DCF, but also a potentially significant revenue gain.54  

                                                 
53   A third bill to maximize federal revenues was approved by the Appropriations Committee.  SB 609, AA to Maximize 
Federal Funding with Respect to Certain Health Care Benefits,  would require the OPM Secretary, in consultation with 
DSS, the Comptroller, and OFA, to evaluate the impact on Connecticut of changes in federal law regarding Medicare 
prescription benefits, Medicaid, disproportionate share payments, and employer-sponsored retirement plans and then to 
develop recommendations to maximize the amount of federal funding received by the state.  The OPM Secretary is to 
report his recommendations to the Appropriations and Human Services Committees by January 1, 2005. 
54  DCF currently has no staff exclusively dedicated to the federal grant application process, but does employ 24 revenue 
maximization staff that process applications on behalf of children eligible for Title IV-E and other entitlement programs.  
OFA estimates a FY 05 cost of $377,830 would result from this bill: $316,270 to support the salaries of one Grant 
Writer, one Accountant, one Program Supervisor and three Processing Technicians and other expenses, as well as $61, 
560 in fringe benefit costs (budgeted centrally in miscellaneous accounts administered by the Comptroller).  In FY 06 
the annualized cost for the six positions would be $492,665 ($341,625 DCF; $151,040 fringe benefits).  The positions 
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sSB 500, AAC the Impact of Certain State Tax Credits. The bill requires the DECD 
commissioner to assess annually how the business tax credit programs he administers benefit the 
economy.55  By January 1, 2006, the DECD commissioner must develop standards for measuring 
the tax credit programs’ impact and success and then, beginning January 1, 2007, report annually to 
the Commerce, Appropriations, and Finance, Revenue, and Bonding committees on the extent to 
which the programs meet those standards. The bill requires the Department of Revenue Services 
commissioner to provide any information the DECD commissioner needs to evaluate the programs’ 
impact, but bars DECD from naming or listing any business taxpayer who received a credit under the programs.56  
 
sSB 504, AA Requiring Independent Financial Analysis for Urban Reinvestment Act 
Projects that Require Legislative Oversight.  This bill would require independent financial 
analysts to assess the fiscal and economic impact of certain proposed urban and industrial site 
reinvestment projects if the investors request tax credits in excess of $20 million.57 (Current law 
requires the commissioner to determine these impacts, but lets him decide whether to do so himself 
or hire outside analysts).58  For credit requests in the $5 million to $20 million range, the bill requires 
the analyses to describe the project’s plan and identify the parties involved with it, but DECD can 
still decide whether to determine the impacts itself or hire outside analysts.  For credit requests 
under $5 million, the bill drops the current requirement for impact analysis.  . Analyses are to be 

                                                                                                                                                             
perform such duties as: researching available grant and entitlement programs, writing grant proposals and federal waiver 
applications, filing ongoing reports with the federal government, processing additional contracts with service providers, 
performing fiscal management services, enhancing the ability of the agency's revenue enhancement unit to process 
entitlement applications, and issuing an annual report to the Appropriations and Human Services Committees.  DSS 
already has staff devoted to these purposes.   
55 The law authorizes tax credits for many different purposes and, in some cases, requires businesses to obtain the 
commissioner’s approval before they can claim them on their tax returns. These latter credits include those for 
businesses in enterprise zones and other designated areas that create jobs or develop facilities.  
56  The cost of increasing accountability? OFA estimates that 5-10% of a full-time development agent diverted from 
other duties at DECD, or additional funds in the amount of $2,000-$5,000 a year, would be necessary to carry out these 
functions. NOTE: 11 of the 17 different economic development credits listed in the file on this bill require DECD 
approval, and so would be covered by the bill.  Credits not covered (and, thus, not assured even this level of scrutiny) are: 
a) the 3-year, 100% credit (followed by a 7year, 50% credit) for all business start-ups creating a specified number of jobs 
for enterprise zone or town residents eligible for federal job training; b) the credit for all business sectors for increased 
research and development expenditures over the prior year that is equal to 20% of the increased spending, with a 15-year 
carry-forward for “unused” credits (because the firm has no tax liability to offset); c) the credit, available statewide, for 
all qualified small businesses (under $100 million in annual revenue) to offset research and development spending; d) the 
credit, available statewide, for all businesses for increased spending on capital goods over the prior year, with firms with 
fewer than 250 employees eligible for a credit equal to 10% of this increased spending and firms with 250-500 employees 
eligible for a 5% credit; e) the credit for all sectors, available statewide, for fixed capital and human capital improvements 
equal to 5% of amount expended; and f) the credit for small businesses that have applied for SBA financing equal to 
SBA fees (the guarantee fee tax credit). 
57 By law, investors must apply to DECD for the credits, the value of which, for most projects, cannot exceed the total 
amount of state tax revenue the project expects to generate. 
58 OFA estimates that the requirement for independent analysis would result in a cost of $10,000 to $20,000 per study. 
(There have been 7 tax credit applicants thus far.) Each approved tax credit project must also undergo an annual study 
for the 10-year period, potentially further increasing the costs of a project. According to OFA, the exact fiscal impact 
would depend upon the number of projects outsourced, the number of simulations runs and if the costs are reimbursed 
per CGS 32-9t(g)(3) and so cannot be determined at this time. The bill specifies that the commissioner must require the 
applicant to reimburse DECD for the independent financial analysis. Current law requires such reimbursement for any part 
of the cost of any revenue impact assessment, economic feasibility study or other activities performed in the exercise of 
due diligence. 
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submitted to the Commerce and Finance, Revenue and Bonding committees. (Current law does not 
require him to submit analyses for requests under $20 million.)  
 
sSB 594, AAC the State Bond Commission. This bill would expand the information available to 
Bond Commission members regarding projects on the bond agenda.  Required information would 
include: a) a statement of the full cost of the project or purpose receiving the bond allocation; b) a 
statement of estimated operating costs of any facility, structure, or equipment being built or 
acquired; and c) a copy of any agreement between the state and the private entity that is to receive 
bond proceeds if the Bond Commission member requests it.  In addition, the bill requires that the 
agenda of the commission be available to members at least five business days before the meeting 
and allows any two of the commission’s members to put an item on the bond agenda (rather than 
the Governor alone, as is current law) by notifying the OPM Secretary at least two weeks before the 
meeting.   The bill also requires the OPM Secretary to file an annual report with the Finance 
Committee, beginning January 1, 2005, that updates for all outstanding bond allocations: a) the full 
completed cost of the project or purpose that received the allocation and b) the estimated operating 
costs of any structure, facility, or equipment being built or acquired. Senate Amendment A (adopted 
April 14, 2004), reduces the voting membership of the Bond Commission from 10 to 9 members59 
by making the public works commissioner a non-voting member and bars this commissioner from 
sending a deputy to replace him at Bond Commission meetings.  The bill has no fiscal impact.  
 
SB 602, AA Requiring Certain Reporting by Corporations Seeking Tax Credits. The bill 
requires corporations claiming certain corporation tax credits (i.e., under Chapter 208 or Title 32 of 
the statutes)60 to file a report with the Department of Revenue Services (DRS) along with the tax 
credit claim. The report must show the extent to which “the purpose of the credit was achieved.” 
The bill requires DRS to file an annual summary of the company reports with the Finance, Revenue 
and Bonding Committee. The first summary is due by January 1, 2005.61  
 

                                                 
59  Voting members would then be the Governor, Treasurer, Comptroller, Attorney General, OPM Secretary, and co-
chairs and ranking members of the Finance, Revenue and Bonding Committee. 
60  Corporation tax credits for which reporting would be required by this bill include credits claimed by: a) manufacturing 
corporations, for locating in an enterprise zone or in a town with an entertainment district and meeting employment 
criteria or for locating a manufacturing facility in a targeted investment community; b) service corporations, for locating 
a service facility in a targeted investment community and hiring new employees; c) financial corporations, for building a 
new facility and creating at least 1,200 jobs; d) companies created after 1997, for hiring at least 150 qualifying local 
employees to work in an enterprise zone; e) electric suppliers, for hiring workers displaced by electric industry 
restructuring; f) business with less than $5 million in gross revenues, for the amount paid to the federal Small Business 
Association to obtain guaranteed financing; f) companies employing at least 100 and located in a severe non-attainment 
area under the federal Clean Air Act, for “expenses for traffic reduction programs;” g) manufacturing, plastics, and 
construction businesses, for apprenticeship training; and h) all corporations, for: expenses related to the use of clean 
alternative fuel vehicles and related equipment (electric and natural gas); for increased spending for research and 
experimentation; for research and development grants to higher education institutions related to technology 
advancement; for research and development expenses; for increased spending on machinery and equipment; for 
employer-assisted housing, for property taxes on electronic data processing equipment; for fixed capital investments; for 
human capital investments (e.g. job training, child care subsidies, establishing a day care center for employees, and 
technology donation to higher education institutions); for hiring Temporary Family Assistance recipients; for donating 
land for open space; and for investments in eligible urban or industrial site reinvestment projects. 
61 NOTE: sSB 500, favorably reported by the Commerce Committee on March 9, requires the DECD Commissioner to 
develop standards for assessing how the business tax credit programs he administers benefit the economy and report 
annually on the programs to the Commerce, Appropriations, and Finance, Revenue and Bonding Committees.  
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SB 605, AAC Performance-Based Budgeting and Legislative Oversight of Federal Funds. 
The bill requires the OPM to establish a program to measure the performance of each agency with 
appropriations of $1 million or more. The Appropriations and Government Administration and 
Elections Committees and those committees with cognizance over the relevant budged state agency, 
must identify performance information needs and submit them to OPM. Finally, the bill requires 
agencies to submit federal funds information and applications for funds to OFA.  OFA reports that 
OPM will incur potentially significant cost to develop such a program, and agencies will incur costs 
to collect and report information.  
 
sHB 5624, AAC the CT Resources Recovery Authority. The bill would exempt CRRA’s ad hoc 
members from personal liability for bonds the agency issues or for damage or injury (as long as it is 
not wanton, reckless, willful, or malicious) caused in performing duties within the scope of their 
employment or appointment. It also would require CRRA to protect, save harmless, and indemnify 
its ad hoc members from financial loss and expense arising out of their alleged action or omission 
causing damage or injury (as long as it is not wanton, reckless, willful, or malicious) if they were 
discharging their duties or acting within the scope of their employment. (The law provides the same 
protections for CRRA’s directors, officers, and employees.) According to OFA, to the extent that 
exempting CRRA ad hoc members from personal liability increases CRRA’s liability, the state’s 
contingent liability could be increased, by potentially increasing the uses of CRRA bond proceeds 
that could be secured with a Special Capital Reserve Fund (SCRF) . A SCRF provides additional 
security for bonds issued by the entity and allows the entity to issue indebtedness backed by the 
General Fund resources of the state, since the state is obligated to restore a SCRF to a minimum 
level.  
 
sSB 5647, AAC the Urban and Industrial Site Re-Investment Credit.  This bill would require 
better legislative oversight of this tax credit program that allows dollar-for-dollar credits of up to 
$100 million per firm for certain types of economic development (the specifics of these changes are 
discussed earlier in this report).  In addition, this bill would strengthen various reporting 
requirements of DECD and DRS. It would, beginning January 1, 2005, require the DECD 
commissioner to report annually on all of the tax credits that require his approval. (In addition to the 
urban and industrial sites reinvestment credits, these include the credits for creating jobs in new 
facilities housing financial service and information technology firms and those in enterprise zones 
and other designated areas.)  The report must provide information on the credits claimed, approved, 
and allowed and the amount of credits that were sold or transferred. If a credit was transferred, the 
report must identify the entity to which it was sold or transferred and the discount, if any, the buyer 
received. The DECD commissioner must submit the report to the top legislative leaders and the 
chairpersons of the Commerce and Finance, Revenue and Bonding committees.  In addition, the bill 
requires the commissioner to include the businesses receiving the re-investment tax credits in his 
annual reports to the legislature on the businesses he finances. Among other things, the report lists 
each business receiving financial assistance and the number of jobs they created. 
The bill also would require the Commissioner of Revenue Services to prepare an annual report 
beginning December 1, 2004 “regarding tax credits administered” by DRS. The report must include 
information regarding all tax credits allowed by the commissioner, the total amount allowed in the 
preceding income year for each type or category of credit and the authority for such credit 
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HB 5659, ACC Requiring a Biennial Tax Expenditure Report from the Office of Policy and 
Management. This bill requires OPM62 to submit a tax expenditure report to the General Assembly 
along with the governor's proposed biennial state budget in odd-numbered years and with the 
budget status report in even-numbered years. The report must cover all statutory tax expenditures, 
including tax credits and exemptions and income deductions and exclusions. For each expenditure, 
the report must: a) analyze its purpose and the extent to which the purpose is achieved; b) provide 
its amount for the previous fiscal year; and c) recommend whether it should be continued or 
modified.  The cost to OPM is expected to be minimal. 
 
sHB 5666, AAC the Amount of Unappropriated Surplus Transferred to the Budget Reserve 
Fund, the Transfer of Projected Surplus to the Budget Reserve Fund, the Authority of the 
Treasurer with Respect to the Use of Unappropriated Surplus in Excess of That Transferred 
to the Budget Reserve Fund, the Establishment of an Account to fund the Twenty-Seventh 
State Payroll Period, and the Governor’s Recommendations for Responsible Government.  
The bill, which was approved by the Appropriations Committee (not the Finance Committee) 
proposes a number of changes to the budgeting process: 

o Use of unappropriated surplus.  The bill would allow the Treasurer to decide whether it is in the 
state’s best interest to use unappropriated surplus money to reduce the unfunded pension 
liability in the State Employees Retirement Fund and the Teachers’ Retirement Fund or to 
reduce bonded indebtedness.63  OFA reports that this could result in savings when the long-
term fiscal impact of using surplus to reduce the unfunded liability is greater than the use of 

                                                 
62 The bill would supplement, but not supplant, OFA’s statutory obligation to submit a tax expenditure report to the 
Finance, Revenue and Bonding Committee in odd-numbered years.  OFA's report must cover all statutory tax 
exemptions, deductions, exclusions, and credits that result in municipalities or the state receiving less revenue than they 
otherwise would. For each tax expenditure, OFA's report must provide: a) a description, b) the year enacted, c) the 
purpose for enactment, d) any amendments since enactment, e) estimated annual state and municipal fiscal impact in the 
biennium of the report, f) estimated revenue if repealed, and g) the estimated number of taxpayers benefiting. When the 
committee receives the report, it must meet and analyze it (CGS § 12-7b (e)).  The OPM Secretary testified against HB 
5759, saying that since OFA publishes “such a report” mandating “that two separate entities undertake this task would 
not be an efficient use of resources.”  The OPM Secretary said he supported the basic premise of the bill (i.e. “to 
provide more information about CT’s financial picture to the General Assembly”) but would substitute: a) requiring 
OFA and OPM to prepare status reports on the budget (including tax credits) each November and present them to the 
Appropriations and Finance Committees; b) requiring that legislative fiscal notes reflect all the costs and revenue impacts 
of legislation, including those that occur in future fiscal years; c) mandating the transfer of $50 million/year to the Rainy 
Day fund anytime the balance drops below 5%; and d) requiring that the state budget be passed 14 days prior to the 
mandatory adjournment deadline in odd-numbered years and 7 days before the deadline in even-numbered years and 
prohibiting action on all other bills if those deadlines are not met.  Testimony of Marc S. Ryan, Secretary, Office of Policy and 
Management Before the Finance, Revenue, and Bonding Committee (March 15, 2004).  
63  The constitutional spending cap [Conn. Const. Art. 28, §18(c)] requires that unappropriated General Fund surplus go 
to the Rainy Day Fund or to the reduction of bonded indebtedness or any other purpose authorized by three-fifths of 
the members of each house of the General Assembly.   The statutory spending cap (CGS §4-30a) requires that surplus 
first be used to raise the balance of the Rainy Day Fund to 10% of net General Fund appropriations, then to reduce 
unfunded pension liability in the State Employees Retirement Fund by up to 5% of unfunded prior service liability, and 
only then can surplus be used to reduce bonded indebtedness.   Because the statutory cap was enacted before the 
constitutional cap, the constitutional provision controls use of unappropriated General Fund surplus; it renders 
inoperative the portion of the statutory cap that transfers surplus to the pension bund.  This bill would permit the 
Treasurer to decide if it is in the state’s best interest to use appropriated surplus to reduce unfunded pension liability or 
state indebtedness.   Because it proposes a use of the surplus that is not specified in the constitutional spending cap 
provision (to reduce the unfunded pension liability) it must be authorized by at least three-fifths of the members of each 
house of the General Assembly. 
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surplus to retire debt (the average rate of return on the Retirement Funds over the last 10 
years is 8%; the average interest rates for GO bonds is about 4% currently, according to 
OFA.).  The bill also would remove the current restriction that limits the reduction in 
unfunded pension liability for the State Employees Retirement Fund to 5% of unfunded 
prior service liability.   

o Budget Reserve Fund. The bill would transfer 1/12 of any estimated projected budget surplus 
(as indicated on the Comptroller’s cumulative financial monthly statement) to the Budget 
Reserve Fund, and raise the cap on the fund from 10% to 15% of net General Fund 
appropriations.  In addition, the bill requires that from FY 06 through FY 09, if the Budget 
Reserve Fund (BRF) balance at the start of a fiscal year is less than 5% of the net General 
Fund appropriations for that fiscal year, $50 million must be transferred from the General 
Fund to the BRF.  It further requires that beginning in FY 10. if the BRF balance at the start 
of a fiscal year is less than 5% of the net General Fund appropriations for that fiscal year, 
$100 million must be transferred from the General Fund to the BRF. These transfers to the 
BRF would need to be supported by additional revenues. 

o Legislative briefings.  The bill requires the Appropriations and Finance, Revenue and Bonding 
Committees to meet each November to receive testimony from the OPM Secretary and the 
OFA Director on a variety of matters, including: a) an estimate of state revenues, 
expenditures, and ending balance for the current biennium and the next three fiscal years; b) 
the projected tax credits to be used in the current biennium and next three fiscal years; c) a 
description of projected deficiencies in the current fiscal year and the reasons for them; d) 
the projected balance in the Budget Reserve Fund at the end of the current fiscal year, the 
biennium and the next three fiscal years; e) the projected bond authorizations, allocations 
and issuances in each of the next five fiscal years and their impact on the debt service paid 
by the state; f) an analysis of revenue and spending trends and the major cost drivers 
affecting state spending, efforts taken to address this, and efforts to obtain federal funds; and 
g) an analysis of possible uses of surplus funds. 

o GAAP Salary Reserve Account.  The bill would establish a separate nonlapsing General Fund 
account called the GAAP Salary Reserve Account to cover the additional state pay period 
that occurs approximately every eleventh year (next in 2009) and require that the General 
Assembly set aside 2/10 of the estimated cost of the additional pay period in each fiscal year 
from FY 06 through FY 10 and 1/10th of the cost after 2010. 

 
o Budget Process. The bill would prohibit the General Assembly from taking up other business if 

it fails to enact a biennial budget within fourteen calendar days of the end of the session in 
odd numbered years, and within seven calendar days in even numbered years. The bill also 
requires OPM to develop and implement a program to increase the level of funds accessed 
by the state within state financial resources and consistent with the best interest of the state. 
Additionally, the bill specifies that fiscal notes on bills considered by the General Assembly 
must identify the state and municipal fiscal impact not just for the current fiscal year but also 
for the next five succeeding years.  

 
C. Other Related 
 
sSB 206, AAC Technical Revisions to the Authority of the CT Development Authority to 
Fund Projects. This bill would expand CDA’s powers, allowing it to use the proceeds from bonds 
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it issues to invest in projects,64 in addition to making or guaranteeing loans or extending credit to 
them.  CDA could use its bond proceeds to expand an existing project or continuing its operation or 
to finance projects involving new material, works in progress, stock in trade, or stock of a 
corporation.  OFA notes that if CDA were to issue bonds with a special capital reserve fund 
(SCRF), the state would incur a contingent liability. This liability would only be realized if the SCRF 
fell below the minimum required reserve (usually equal to one year’s principal and interest payment 
on the bonds) and Connecticut had to appropriate funds to maintain the SCRF’s minimum balance.  
Such an appropriation would result in a cost to the state, and also a loss of short-term interest on the 
appropriated funds.  
 
sSB 350, AAC Buying First from Connecticut Companies. This bill would require the 
Commissioner of DECD, within available appropriations, to help Connecticut-based companies 
advertise their products and services to other Connecticut-based by annually preparing a trade 
publication containing information companies send to him about themselves and their products and 
services. He must offer the publication in hardcopy or electronic format, and can charge up to $50 
per publication.  OFA estimates that implementation will cost DECD about $200,000/year, so it 
would need to charge for 4,000 publications to recoup costs, which OFA estimates could take 2-3 
years.  However, the fees would be deposited into the General Fund, since no special account or 
fund is specified in the bill.  
 
PA 04-5 (sHB 5004) AAC the Admission and Care of Patients in Nursing Homes.65  This bill, 
which was signed by the Governor on March 30, 2004, was significantly amended on the floor of 
the House in such a way as to change the bill’s fiscal impact from minimal to significant cost.  
Specifically, the bill as amended makes various changes affecting interim rate changes for nursing 
homes.66  It allows the DSS Commissioner to provide for interim rate adjustments until July 1, 2005 
in certain circumstances, provided that the OPM Secretary must approve any interim rate increase in 
excess of 115% of the median rate for a facility's peer grouping.  The bill as amended sets forth 
specific criteria for determining rate adjustments and requires that no rate increase occur prior to 
                                                 
64 The law already allows CDA to make equity investments with state general obligation bond proceeds through the 
Connecticut Growth Fund and the Connecticut Works Fund programs, both of which provide different types of 
financing for economic development projects.  
65 A related bill approved by the Appropriations Committee, sSB 565, AAC a Nursing Home User Fee, would require 
DSS to assess and collect a user fee of $14/patient day on the revenue generated by nursing facilities.  Patient days are 
defined to include all days paid for either privately or through the Medicaid program on the behalf of clients, but not 
through the Medicare program.  Since, in 2003, there were 10.24 million patient days generating revenue from nursing 
home and all but 13% of these days would be covered by this bill, the user fee proposed would result in $126.4 million 
in revenue from the state based on 9 million patient days.   The DSS Commissioner would be required to request 
approval from the federal government to waive the fees for certain facilities, but sets no standards for such exemption.  
The bill also requires that all amounts collected by DSS (and all federal matching funds for such amounts) be used to 
promote and protect the financial stability of nursing facilities and provides criteria for increased reimbursement, but 
does not specify how these funds would be redistributed to nursing homes and no appropriation is provided in the bill 
or in sHB 5033, “An Act Making Adjustments for the Biennium Ending June 30th, 2005 and Making Appropriations 
Therefore” (as favorably reported by the Appropriations Committee  
66  The humans services budget implementation bill (Public Act 03-3, June SS) restricted the Commissioner of Social 
Services' authority to adjust rates due to extraordinary financial conditions for both chronic and convalescent nursing 
homes (CCNH) and rest homes with nursing supervision (RHNS) for FY 04 and FY 05. The appropriations act (Public 
Act 03-01, June SS) reduced funding for these rate increases by $5 million in each of the fiscal years. A 2001 report by 
the Legislative Program Review Committee on nursing home rate making found, that in FY 00 and FY 01, over 120 
facilities received an interim rate adjustment. 
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April 1, 2004. The bill as amended also allows the DSS commissioner to seek recovery of any 
payments made under this bill if the facility is sold to an unrelated entity within five years of the 
effective date of the rate increase. The DSS commissioner is required to report to the legislature, 
quarterly, on interim rate increases and estimate the costs of those increases on the state's budget. 
The commissioner is not restricted from providing rate increases associated with capital 
improvements or for homes in receivership.  

OFA reports that there will be a substantial cost to the DSS Medicaid account in FY 04 and FY 05 
resulting from this bill.  DSS currently has interim rate requests from 64 nursing homes, totaling $36. 
2 million, that date back to November 2002. In addition, there are currently 14 nursing homes that 
have either filed for bankruptcy or are in receivership that may require some form of rate increase if 
they are not closed. The bill as amended requires that interim rate increases be made within available 
appropriations.  However, the current FY04 budget, as well as the governor's proposed interim 
revisions for FY05 (H. B. 5033), does not include any additional funds to provide interim rate 
increases to nursing homes, though any funds expended on nursing home rates are eligible for 
federal reimbursement at a 50% level.  
 
HB 5480, AAC Funding of Transportation Strategy Projects. This bill makes several minor and 
technical changes in the law governing financing for Transportation Strategy Board (TSB) projects.  
Specifically, it: a) allows TSB projects to be funded from other available TSB funds if money is not 
available from either the Special Transportation Fund (STF) or the Infrastructure Improvement 
Fund (rather than just the latter); b) permits the incremental revenues assigned to the TSB project 
account to pay debt service and issuance expenses for special tax obligation (STO) bonds to be used 
to finance (as well as pay cash for) TSB projects; c) makes payment of the incremental revenues for 
cash funding the second allocation priority for STF funds, after STO bond debt service (but before 
GO bond debt service and agency expenses); d) requires the STO bond proceeds applied to fund 
TSB projects to be held in a sub-account of the Infrastructure Improvement Fund; and e) places the 
TSB projects account within the STF rather than the Infrastructure Improvement Fund. The bill 
also requires the Department of Transportation, in consultation with OPM, the state Treasurer, and 
the TSB, to have prepared the first financing plan for annual funding of TSB projects and purposes 
by December 1, 2003, and makes subsequent plans due each year thereafter by August 1 (current law 
requires all plans by August 1). The bill has no fiscal impact. 
 
sHB 5640, AAC Dairy Farm Viability. This bill, referred to but yet currently approved by the 
Finance Committee, would authorize a one-time grant program, funded by the proceed of up to $8 
million in bonds, for the Department of Agriculture and Consumer Protection (DOACP) to 
compensate milk producers (i.e., dairy farmers) for prices set under the federal milk order, which 
governs the price paid to dairy farmers for milk.   Milk producers could apply to the DOACP 
commissioner to receive $2 dollars per hundred pounds of milk produced between January 1, 2003 
and January 1, 2004 so long as the dairy farmer was in business as of the July 1, 2004 and 
demonstrated, to the commissioner’s satisfaction, that any milk for which compensation is sought 
was sold during 2003.  OFA reports that the interest cost to bond this amount for twenty years, 
assuming a 5.0% interest rate, is $4.2 million. 
 
sHB 5660, AAC the Exporting of Jobs. The bill would deny certain types of economic 
development assistance to any company that replaces more than 100 Connecticut employees with 
workers located outside the US, would require state service contracts to be performed in the US 



 24

(and not outside the US), and would require telemarketers to provide information to consumers 
regarding the location from which the calls are being made.67  OFA states that there may be some 
cost savings from this bill if companies become disqualified for economic development assistance in 
the future, but also some additional state costs if future state contracts cannot be awarded to the 
lowest bidder (because this bidder would provide services with some workers outside of the US).68 
 

                                                 
67  Specifically, the bill would disqualify companies that have laid off at least 100 Connecticut workers and then assigned 
their work to at least 100 workers at a facility outside the United States from receiving economic development assistance 
from the State of Connecticut (grants, loans or any other assistance from state bond proceeds) for a 7 year period.  To 
enforce this, starting January 1, 2005, all companies paying Connecticut business taxes would be required to annually 
inform the Commissioner of DECD if they have a net loss of 100 or more jobs during the prior calendar year. If so, 
they must then complete a job relocation survey, the components of which are specified in the bill.   The bill also allows 
any person who believes s/he has lost her job as a result of a company outsourcing jobs to employees outside the United 
States to report this information to DECD and requires DECD to maintain a record of all such reports. Section 3 of the 
bill also would mandate that any contract for services that Connecticut enters into must require that the vendor provide 
such services using US employees.   Section 4 allows those called by telemarketers to ask, and requires the telemarketers 
to respond, about where the call is being placed from, who is placing the call, and the name of the person, firm or 
corporation on whose behalf the call is being made. 
68  OPM Secretary Ryan and the CT Business and Industry Association (CBIA) opposed this bill on the grounds that it 
would increase Connecticuct business costs and weaken Connecticut’s economic competitiveness.  Attorney General 
Blumenthal supported the bill as a means of stemming the loss of jobs to foreign firms and suggested amendments that 
would require all state and municipal purchases to be of domestic products and establish additional supports for local 
businesses in competing with foreign-based competitors.  Other bills addressing this issue include SB 391, SB 430, and 
SB 501.  


