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Time for Connecticut to Re-examine its Business Tax Credits 
 

April 2010 
 
Business tax credits are a form of government 
spending: they often result in a net loss of 
Connecticut state revenue and, since the state budget 
must be balanced, must be offset by cutting funding 
for other programs or services or by raising taxes on 
other taxpayers. Connecticut has spent hundreds of 
millions of dollars in recent years awarding tax credits 
to a small fraction of the corporations that do 
business in the state.  Hundreds of millions more will 
be spent this year and in the future. At the same time, 
Connecticut faces a budget crisis that is 
unprecedented in scope, and threatens the state‟s 
economic vitality and quality of life.  The Governor 
and members of the General Assembly have cut $3.3 
billion from the current biennial budget1, and many 
more cuts have been proposed that would weaken the 
state‟s critical investment in education, health, 
infrastructure, and good governance. The negative 
impact of such proposals should be weighed against 
the benefits, if any, of this growing assortment of 
preferential tax breaks some corporations receive.  
However, there is currently no comprehensive or 
independent system by which to determine the value 
or effectiveness of tax credits, even as they continue 
to grow unchecked.  In the painful process of 
bringing our fiscal house in order, Connecticut simply 
cannot afford to leave hundreds of millions of dollars 
in questionable spending unexamined. 
 

 
Tax credits are a form of government spending. 
Economic development is encouraged not only 
through appropriated funds (grants, loans, bond 
funds) but also through our tax code. With the aim of 
inducing some form of economic activity, a subset of 
Connecticut businesses are provided preferential 
financial benefit (through tax credits, exclusions, 
deductions, and rate reductions) that reduces their tax 
liability below what they would otherwise be required 
to pay.  In some cases, Connecticut‟s tax code confers 

a cash payment to a taxpayer with no business tax 
liability at all.  Contrary to proponents‟ claims, most 
studies find that business tax credits do not “pay for 
themselves,” but result in a net loss of state revenue 
that must be paid for through spending cuts or 
increased taxes.2 Because tax credits are designed to 
achieve specific policy objectives, these “tax 
expenditures” have much in common with direct 
expenditures, yet mostly evade the standards of 
accountability required of spending measures and 
grow virtually unchecked. 
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Connecticut relies heavily on tax credits to 
promote its economic development.  In fiscal year 
2009, Connecticut‟s expenditure on corporate tax 
credits were estimated to be over seven times larger 
than the total economic development budget of the 
state‟s lead agency for economic development 
matters.3 As Figure 1 above illustrates4, Connecticut‟s 
real revenue loss from corporation business tax 
credits has increased over 20-fold from 1987 to 2007 
and an estimated 60-fold from 1987 to 2009. In 1987, 
there were nine types of credits Connecticut 
businesses claimed against the corporation business 
tax.  In that year, 289 corporate tax returns claimed a 
total of $5.1 million5 in tax credits. By 2007, the types 
of credits claimed had increased to twenty-one, and 
4,468 returns claimed a total of $113.3 million.6  OFA 
now projects a $187.1 million revenue loss in FY 11 
from corporate business tax credits.7   
 
The record $305.6 million in projected revenue loss in 
FY 09 from corporate business tax credits equals 54% 
of total corporation business tax revenues projected 
for FY 09 (net of credits).8  That is, for every hundred 
dollars in FY 09 corporation business taxes that were 
projected by OFA, there would be 54 dollars that are 
not collected because of tax credits.  This ratio is more 

than double the 2006 ratio, when corporate tax credits 
were equal to 21% of corporate business tax paid (a 
ratio that far exceeded comparable ratios in, e.g., 
Massachusetts - at 11%).9 
 
Credits against other business taxes also have 
increased.  In FY 95, there was one tax credit against 
the insurance premiums tax, with an estimated 
revenue loss of $0.3 million.10  OFA now projects a 
$41.4 million revenue loss in FY 11 from fourteen 
types of credits against the insurance premiums tax.11 
(See Figure 2) 

Table 1. Revenue Loss from Business Tax 
Credits, Including Corp. Business, Ins. Premium 
and Public Service Companies Tax Credits 

Type of 
Business Tax 

Credit 

Proj. FY 
09 

Revenue 
Loss (in 
millions) 

Proj. FY 
11 

Revenue 
Loss (in 
millions) 

% of 
total 

value of 
proj. FY 
09 & 11 
revenue 

loss 
through 

tax credits 

Annual 
cap on 
credit  

Film (Industry, 
Infrastructure, 
Digital Animation) $116.0 $41.0 28% None 

Fixed Capital $60.0 $45.0 19% None 

Historic 
Rehabilitation 
(homes, structures, 
mixed use) $53.2 $46.7 18% 

68 
Million 

Electronic Data 
Processing $40.0 $30.0 12% None 

Sale of R & D 
Credit $7.5 $30.0 7% None 

Research, 
Development, & 
Experimentation $15.0 $15.0 5% None 

Insurance 
Reinvestment $5.5 $7.5 2% None 

Job Creation $12.0 
Indeter-
minate 2% 

10 
million 

Housing Program 
Contribution $6.5 $3.0 2% 

10 
million 

Displaced Worker 
Credits $6.0 

Indeter-
minate 1% None 

Neighborhood 
Assistance $2.5 $1.7 1% 

5 
million 

Human Capital $2.5 $1.5 1% None 

Remaining Credits $13.6 $7.2 4%  

TOTAL $338.3 $228.6 100.0%  

Source:  Office of Fiscal Analysis, Connecticut Tax Expenditure 
Report (March, 2010) pp. 11-12. 
Office of Fiscal Analysis, Connecticut Tax Expenditure Report 
(January, 2008) pp. 9-11. 
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No comprehensive economic development plan 
seems to guide the adoption of new tax credits.   
OFA estimates a $228.6 million revenue loss in FY 11 
on account of credits12 against the corporate business, 
public service company and insurance premiums 
taxes. Yet no comprehensive economic development 
plan seems to have guided the choice of activities that 
these tax credits seek to encourage.   
 
Indeed, more than one-quarter of the projected FY 09 
and FY 11 revenue loss ($157 million, or 28% of the 
total for those two years) is attributed to the three 
relatively new film industry credits: the “film” credit, 
the “film industry infrastructure” credit and the “film 
industry digital animation” credit.  The “film” tax 
credit subsidizes not only Hollywood-type movie 
productions, but also the production of commercials, 
videogames, sound recordings, music videos, and a 
wide range of other activities that fall within the 
credit‟s very broad definition of an allowable 
production expense.  In fact, until 2010 the credit 
even subsidized some production activity that 
occurred outside Connecticut. 
 
Many existing credits are ineffective, and some 
may be damaging to Connecticut’s economy.  In 
2005, Connecticut‟s Finance, Revenue and Bonding 
Committee asked the University of Connecticut 
Center of Economic Analysis (CCEA) to evaluate the 
impact of the state‟s corporate tax policy.  The 
ensuing report showed that 14 of the 24 studied 
corporate tax credit programs in Connecticut led to 
net job losses. Indeed, one of Connecticut‟s largest tax 
credits, the fixed capital investment credit, added 333 
private sector jobs but reduced public employment by 
559 jobs, for a net loss of 226 jobs.13 Additionally, the 
Program Review and Investigation Committee‟s 2005 
study of Connecticut‟s Tax System concluded that, 
“[b]ased on usage alone (not considering other 
measure of effectiveness)” sixteen of the twenty-six 
business tax credits that then existed “appear of little 
benefit to the state‟s economy, and should be 
eliminated.”14 A number of these credits were 
established under the rationale of creating incentives 
for certain business activities but are rarely claimed, 
providing some evidence of the credits‟ 
ineffectiveness.15 More recently, Connecticut‟s own 
Department of Economic and Community 
Development, which administers several of the state‟s 
business tax credit programs, also reported serious 
flaws in the programs, to little legislative effect.16  
Clearly, tax credits that are inefficient, ineffective, or 

damaging should be repealed, yet several credits 
persist unchallenged despite evidence that question 
their usefulness.   
 
Tax credits favor certain industries and 
companies over others, violating a core principle 
of a high quality revenue system – neutrality.17 
Connecticut‟s corporate income tax revenue is 
significantly reduced through business tax credits, but 
only a small fraction of Connecticut businesses enjoy 
the majority of benefit. In 2007, just over 13% of all 
Connecticut companies (i.e., those corporations 
voluntarily filing a combined return) received 59% of 
the total value of all credits claimed.18 Indeed, the 
2005 review of Connecticut‟s tax system found that 
only thirteen corporations were responsible for 
claiming tax credits equal to about one-quarter the 
total corporate tax revenue lost through tax credits in 
2003.19  
 
Tax credit use is also concentrated in certain types of 
industries. For example, in 2007, the “manufacturing” 
industry accounted for about 10% of all corporate tax 
filers but for 29% of the total value of corporate tax 
credits claimed. “Information” accounted for 2.5% of 
all corporate tax filers but claimed 11.9% of total tax 
credit value, while “management of companies and 
enterprises” were 1.9% of all filers but 12.6% of the 
total tax credit value.20 That is, these three industries, 
together, represented less than 15% of all corporate 
filers, but benefited from more than half of the total 
value of tax credits claimed.21 
 
Relatively few of Connecticut’s business tax 
credits put a ceiling on the total amount of 
credits that can be claimed in a given year.  As a 
result, the state’s total revenue loss through tax 
credits is open-ended.  Connecticut‟s budget must 
be balanced when it is adopted.  Predicting tax 
revenues for the upcoming fiscal years is made even 
more difficult if there is no limit placed on the total 
dollar value of tax credits that may be taken in any 
given year; credits can reduce revenues without limit.  
About one-third of Connecticut‟s business tax credits 
are capped.  That is, the amount of credits granted 
cannot exceed a specified amount each year (e.g., no 
more than $15 million in historic structures tax credits 
can be granted each year).   
 
The converse is that about two-thirds of 
Connecticut‟s business tax credits are uncapped.  All 
firms entitled to the credit can claim it, regardless of 
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the cumulative fiscal impact on the state.  This means 
that nothing prevents the state‟s revenue loss from 
growing far beyond what first had been projected.  
These credits become, in essence, a blank check that 
steadily reduces state revenues. By comparison, 
economic development grants are limited to funds 
appropriated each year. 
 

The “film” tax credit as a blank check.  When PA 06-186 
created the “film industry” tax credit, OFA projected 
a $20 million FY 09 revenue loss.  When PA 07-236 
and PA 07-4 modified the credit to include videos, 
sound recordings, and certain interactive websites and 
allowed the credit to be claimed against the insurance 
premiums tax, OFA projected an additional $8.5 
million FY 09 revenue loss – for a total of $28.5 
million in lost revenues in FY 09.  Yet, by November 
2007, OFA projected a $90.5 million FY 09 revenue 
loss from this single “film” credit, more than three 
times OFA‟s original projections.  Nothing prevents 
the revenue loss from this credit from climbing 
further even though a 2006 report by the Federal 
Reserve Bank of Boston‟s New England Policy 
Center concluded that the “film tax credits do not 
„pay for themselves‟ by indirectly generating 
additional income, sales and property tax revenues.”22 

 
Uncapped credits also can cause the state‟s economic 
development portfolio to become unbalanced 
inadvertently. When it adopts an uncapped tax credit, 
the General Assembly cedes control over the ultimate 
size of the economic development investment 
encouraged by that tax credit.  It no longer 
determines annually the very best allocation of our 
scarce state economic development investment 
resources.  
 
Twelve tax credits are available to corporations 
even if they have no Connecticut business tax 
liability to offset, in that they are transferable to 
others with tax liability or can be sold back to the 
state. Three of these twelve transferable credits are 
the recently enacted film industry, film infrastructure, 
and digital animation credits.  For example, the “film 
industry” tax credit – an uncapped credit equal to up 
to 30% of Connecticut pre-production, production, 
and post production expenses for the wide range of 
productions covered by this credit (e.g., films, 
commercials, videogames, music videos, digital and 
other productions) – is transferable.  That is, a 
company eligible for the credit because it has qualified 
production expenses, but has no Connecticut 

corporate tax liability, can sell the credit to a 
Connecticut corporation or insurance company that 
has tax liability to offset.  Indeed, these credits are 
available to partnerships and limited liability 
companies that are not subject to the corporation 
business tax (only a $250/year business entity tax); 
they can sell the credits to companies that have tax 
liability to offset.  There need be no economic 
relationship between the business taxpayer that 
eventually uses the credit and the economic activity 
that purportedly is being encouraged by the tax credit.  
OPM Secretary Robert Genuario expressed grave 
concerns about the proposal to create such a credit, 
stating that by offering uncapped, transferrable credits 
Connecticut may be benefiting “just a handful of 
companies…instead of using our limited resources to 
nurture a numerous number of entities to build a self-
sustaining cluster of regional expertise and 
capabilities.”23  
 
Similarly, qualified small businesses (i.e., with gross 
sales less than $70 million/year) with insufficient 
corporate tax liability to use their full research and 
development tax credits can “sell” the credits back to 
the state for 65% of their value.  That is, although 
they have no corporate tax liability, they can receive a 
cash refund of up to $1.5 million/year to offset some 
of their research and development expenses.24  A 
2005 OFA analysis of the tax liabilities of 
Connecticut‟s “fastest growing” companies reported 
that the corporate tax paid (after credits) by the seven 
companies studied totaled $78,601, and the seven 
collectively had sought $886,044 in “buy-back” 
refunds for their research and development costs.25 
 
The majority of tax credits can be carried-forward 
to offset tax liability in future years.  A few can 
even be carried-backward to reduce past years’ 
tax liability. All but fourteen of Connecticut‟s 
current business tax credits can be carried forward to 
offset future tax liability.  Credits can generally be 
carried-forward for between two and twenty-five 
years (depending on the credit) with the exception of 
the non-incremental research and development 
expenditures credit, which can be carried forward 
indefinitely until the entire credit is taken.  That is, 
credits “earned” through certain business activity in 
one year can reduce state revenues for up to twenty-
five years later.  This means that as the number of 
credits grows (and, in particular, the number of 
uncapped credits grows), the stability and 
predictability of state revenues also will erode.  As of 
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2006, corporations had $1,661 billion in corporation 
business tax credits that were being carried forward 
for use in future tax years (and, in 2007, $33.6 million 
in tax credits against the insurance premium tax26). 
 
Currently, there is no on-going process for the 
review of business tax credits and repeal of those 
with inadequate economic return.  State-level 
business credits are often poorly designed and have 
mixed support in the literature27, yet no system exists 
in Connecticut to regularly evaluate them.  Indeed, 
one of the only comprehensive evaluations of 
business tax credits in the state discovered weak tax 
credit effectiveness, but many of those credits still 
exist today.28 Only two business tax credits are 
sunsetted or are time-limited in their availability, 
assuring their review after a specified period of time.29 
Also, relatively few tax credits have been repealed.30 
Yet, the merit of each tax credit should be re-assessed 
periodically. Several bills currently under 
consideration by the Connecticut General Assembly 
could result in a review of revenue spent through 
business tax credits.31 To truly address the lack of 
accountability in business tax credits, evaluations 
should be frequent and on-going.   
 
Tax credits reduce the transparency and 
accountability of the state’s economic 
development efforts. Unlike economic development 
assistance awarded through DECD, which creates a 
paper trail regarding the economic benefits awarded 
to a corporation, the corporation benefiting, the 
expected benefits to the state from the award and the 
like, there is no comparable oversight for tax credits.  
Neither are the investments made through tax credits 
necessarily integrated into the state‟s overall economic 
development strategy, as through a “unified 
development budget” that reports in a single 
document, by firm individually and by industry in the 
aggregate, all economic development assistance, no 
matter what the form. As DECD implements its new 
economic development plan, its oversight of 
investments made through tax credits must be an 
integral component of plan implementation and all 
tax credits should come under DECD‟s jurisdiction 
and oversight. 
 
Neither are there periodic and independent economic 
assessments of the economic return the state is 
receiving from its preferential tax breaks.  Indeed, the 
fact that some credits are transferable means there 
need be no nexus between the economic benefit 

conferred on the business claiming the credit and that 
business‟ economic benefit to the state.   
 
There also is no inquiry into the opportunity cost of 
our current credits.  If $228.6 million in tax credits 
were invested into different industries or projects, could 
Connecticut get even greater economic return?  If the 
credits were repealed and the additional revenue then 
collected invested in other forms of economic 
development, might there be greater return on our 
investment?  
 
Finally, tax credits are not subject to the same 
standards of transparency and accountability as direct 
economic aid.  Unlike appropriated spending that is 
reviewed and reauthorized each year and – increasingly 
– is subject to a Results-Based Accountability (RBA) 
process, tax expenditures are not reviewed annually. 
Once enacted into law, tax credits become, and 
remain, “entitlements.”  There is no further regular 
inquiry by the General Assembly as to whether they 
are continuing to fill an important public purpose (e.g. 
creating new jobs).  Notably, even the Corporation 
Business Tax Credit Review Committee – established 
to help provide oversight -- has failed to meet 
regularly, study the existing credits, and submit its 
recommendations, as is required by state law.32   
 
As the state economy continues to falter, and 
business tax credits quietly but increasingly erode 
state revenues, the need to assure greater 
accountability for the economic return of these 
investments becomes ever more essential.  As 
Connecticut confronts its largest state budget deficit 
in history in 2012, all forms of spending, including 
economic development efforts using tax credits, must 
be reviewed critically and comprehensively. 

                                                 
1 Spending cuts were measured relative to the current services 
baseline published in the Governor‟s February 2009 budget 
submission. 
2 For a recent evaluation of studies that examine the 
effectiveness of tax credits in New England, see: Jennifer 
Weiner. State Business Tax Incentives: Examining Evidence of their 
Effectiveness. Discussion Paper, 09-3. December 2009. The New 
England Public Policy Center, Federal Reserve Bank of Boston.  
3 Connecticut‟s lead economic development agency is the 
Department of Economic and Community Development, which 
had economic development expenditures in FY2009 of $46.3 
million dollars according to the department‟s 2008-2009 Annual 
Report. Of this total, $43.6 million came from bonds and other 
special non appropriated funds.  Connecticut also relies upon 
quasi-public agencies such as the Connecticut Development 
Authority and Connecticut Innovations, Inc. to provide business 
assistance, though to a lesser degree.  
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4 Data from 1987 – 2007 available from the Connecticut 
Department of Revenue Services Annual Reports. Estimates for 
2009 and 2011 available from: Office of Fiscal Analysis, FY 08-
FY 12 General Fund and Transportation Fund Budget Projections and 
Fiscal Information (November 15, 2007), pp. 27-29; Office of 
Fiscal Analysis, Connecticut Tax Expenditure Report. March, 
2010. Note: Decrease between 2009 and 2011 may be 
exaggerated since the 2011 tax expenditure estimate excludes 
several tax credits with expenditures that are considered to be 
“indeterminate” by OFA. 
5 Inflation-adjusted to 2009 dollars. 
6 OFA, Connecticut Revenue and Budget Data (July, 2009); 
Connecticut Department of Revenue Services. Annual Report 
Fiscal Year 2008-2009. p. 35.  Note: the plateau in the growth of 
credits claimed around FY 97 resulted in part from the fact that 
the corporate income tax (as well as the credits that could be 
claimed against it) for S-corporations was phased out between 
1997 and 2001. The decline in the economy, coupled with a 
change in the law preventing tax credits from extinguishing a 
company‟s tax liability (Conn. Gen. Stat. § 12-127zz, 12-211a.) 
contributed to the dip in credits claimed around FY 01. 
7 OFA, FY 08-FY 12 General Fund and Transportation Fund Budget 
Projections and Fiscal Information (November 15, 2007), p. 27. 
8 Estimated tax expenditure on business credits in 2009 from 
Connecticut Tax Expenditure Report, Office of Fiscal Analysis, 
Connecticut General Assembly. January 2008. p. 9., total revenue 
collected from corporate income tax from FY2010-2011 
Governor’s Midterm Budget Adjustments, Office of Policy and 
Management. February 3rd, 2010. p. A-6. 
9 These ratios were calculated by dividing the total value of 
business credits claimed by the total paid in corporate tax.  
Connecticut percentages from Annual Report Fiscal Year 2007-
2008, State of Connecticut Department of Revenue Services.  p. 
18; Massachusetts estimated amounts from Monthly Report of 
Collections and Refunds, Commonwealth of Massachusetts 
Department of Revenue. June 2006. p 5. and Tax Expenditure 
Budget Fiscal Year 2006, Executive Office for Administration and 
Finance, Commonwealth of Massachusetts. 2005 p. 70. 
10 OFA, Tax Expenditure Report 1993-1995 Biennium. Inflation 
adjusted to 2009 dollars.  
11 Office of Fiscal Analysis, Connecticut Tax Expenditure 
Report. (March, 2010) p. 100. 
12 OFA estimates the effect of 21 credits in these categories on 
the FY2011 budget. However, there are many other credits that 
can still be claimed that are not listed or whose fiscal impact was 
deemed “indeterminable”.  Currently, 38 tax credits against 
corporate income tax, the insurance premium tax, and public 
services gross earnings tax exist in statute, but not all are 
regularly used. 
13 William F. Lott and Stan McMillen. The Economic Impact of 
Connecticut’s Corporate Tax Policy Changes: 1995-2012. Connecticut 
Center for Economic Analysis. December 8, 2005. Pg. 18. 
14 It found that ten of the twenty-six credits were used by five or 
fewer filers, and six of the twenty-six each account for $5,000 or 
less in credit value. Legislative Program Review and 
Investigations Committee, Connecticut’s Tax System (2006), p. 203. 
15 There are several Connecticut credits that were established 
under the rational of providing business incentives that have not 
been amended in ten years or more and were not claimed at all 
during 2007 (the most recent year for which we have claims 

                                                                                     
data): the displaced electric worker credit, the manufacturing 
service facility credit, the financial institutions credit, and the 
enterprise zone credit.   
16 DECD has repeatedly raised concerns, for example, about the 
structure of the insurance reinvestment credit, which provides 
tax credits to managers of funds in Connecticut that invest in 
insurance businesses.  It found that the cost of the credit per job 
ranged from $173,418 to $1.13 million and recently stated of the 
credit that, “the cost versus benefit to the state has not met the 
original intent of the legislation.” Department of Economic and 
Community Development, Annual Report for Fiscal Year 2008-
2009. February 1, 2010. p. 280. 
17 The National Conference of State Legislatures has defined 
nine key principles of a high quality revenue system.  One is that 
a tax system should be “neutral,” i.e., it should not be “used to 
influence economic decisions on spending or investments.” 
Legislative Program Review and Investigations Committee, 
Connecticut’s Tax System (2006), pp. 9, 27, 201. 
18 Connecticut Department of Revenue Services. Annual Report 
Fiscal Year 2008-2009. p. 23. 
19 Legislative Program Review and Investigations Committee, 
Connecticut’s Tax System (2006), p. 202. 
20 Supra note 18, p. 24. 
21 Note that the data in this study predated the adoption of the 
“film” tax credits, which Connecticut‟s Office of Fiscal Analysis 
had estimated would result in a revenue loss of $116 million in 
FY2009 and $41 million in FY2011.  
22 Saas, Hollywood East? Film Tax Credits in New England (New 
England Public Policy Center at the Federal Reserve Bank of 
Boston, October 2006)(urging that states evaluate the cost-
effectiveness of these credits “relative to alternative policies 
designed to promote job creation and economic growth” and 
“also take into account the economic effects of measures needed 
to offset the revenue losses incurred by film tax credits in order 
to maintain balanced budgets,” and citing, as the “most 
thorough empirical investigation to date” a Louisiana Legislative 
Fiscal Office Report on its film tax credit that found that “for 
every dollar of revenue lost to film tax credits, between 15 cents 
and 20 cents of revenue would be recovered from tax receipts 
generated by stimulated economic activity.”)  
23 Testimony on March 14, 2006 to the Commerce Committee. 
24 Conn. Gen. Stat. §12-217ee. 
25 R. Wysock, Office of Fiscal Analysis Report to Senator Tony 
Guglielmo (April 29, 2005).  The report provided a listing of the 
tax liabilities (before and after credits) of Connecticut Magazine‟s 
top 100 Connecticut companies, of its largest banks, and of its 
fastest growing companies (but not by name).    
26 Connecticut Department of Revenue Services, Business Tax 
Credit Statistics, Amount Being Carried Forward to Next Income Year. 
Data available upon request from the department. 
27 Jennifer Weiner. State Business Tax Incentives: Examining Evidence 
of their Effectiveness. Discussion Paper, 09-3. December 2009. (The 
New England Public Policy Center, Federal Reserve Bank of 
Boston). 
28 See, CCEA, The Economic Impact of Connecticut’s Corporate Tax 
Policy Changes: 1995-2002 (re-released December 2005), p. i. 
CCEA‟s report used the REMI econometric model. 
29 The clean alternative fuel credit for vehicles, equipment, and 
related filling or recharging stations includes a sunset provision. 
Conn. Gen. Stat. §12-217i. The Insurance Reinvestment Credit is 
time-limited in its availability. Conn. Gen Stat. §38a-88a. CT 
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Department of Revenue Services, Guide to Connecticut Business Tax 
Credits, Informational Publication 2006(15) (April 24, 2007). 
30 In the past two decades, the employer-assisted housing 
assistance tax credit was repealed by PA 06-189. The air 
pollution, industrial waste, employee training, work education, 
and new facilities tax credits were repealed by PA 97-295 when 
the new fixed capital investment and human capital investment 
credits were substituted. Two credits incentivizing infrastructure 
investment in alternative fuels were repealed by PA 95-15.  Two 
other credits are no longer available for reasons other than 
repeal: a) the insurance reinvestment fund credit (the funds are 
closed and no longer open to new investors. Also, under current 
law no credit is to be granted for investments made after 
December 15, 2015) and b) the traffic reduction program credit 
(that was available to Connecticut corporations that participated 
in traffic reduction programs in federal EPA-identified “severe 
non-attainment areas” under the federal Clear Air Act.  In 2004, 
EPA reclassified Connecticut‟s “severe” non-attainment area to 
one that is “moderate.”) 
31 See, e.g., House Bill 5534, House Bill 5169, and House Bill 
5132.  
32 Conn. Gen. Stat. §12-217z. 



Appendix: A Summary of Business Tax Credits in Connecticut

Can still be 

claimed?
Description

List drawn 

from 

Statutes as 

of 3/23/2010

FY07 Revenue 

Loss (DRS 

Claims data)

FY11 Revenue 

Loss (OFA Tax 

expenditure Rpt)

Cap/Max
Carry 

Forward

Carry 

Backward
Sunset Adopted

Year of most 

recent 

Amendment

Repealed
Refundable or 

Exchangeable

Assignable or 

Transferable
Value of Credit Authorized

Y

Apprenticeship 

Training Credit in 

Construction, 

Manufacturing, 

and Plastics 

Trades

12-217g $106,757 $100,000 1979 2006

$4/hr for each hour worked in the first 

year of a 2-year apprenticeship or the 

first 3/4 of a 4-year apprecticeship up to 

the lower of $4,800 per year or 50% of 

actual wages paid

Y
Computer 

Donation Credit
10-228b Indeterminate $1 million 2000 2006

up to 50% of the fair market value of the 

new or used computer at the time of 

donation. <$75,000 per business

Contruction + 

improvements to 

alternative fuel 

stations

12-217q 1994 1995

Conversion to 

alternative fuel 

vehicle

12-217r 1994 1995

Y

Credit for 

alternative fuel 

equipment & 

filling/recharging 

stations 

12-217i (b) $1,958
3 years or 

12 

quarters

2008 1991 2004 50% of qualifying expenses

Credit for 

employers 

participating in 

certain high-

school 

employment 

programs

12-217f 1979 1997

Not Until 

2012

Credit for Green 

Buildings
12-217mm $25 million 5 years 2009 2009 Y

Up to 25% of allowable costs in 

construction or renovation (e.g., 

construction, remodeling, commis-

sioning and all other amounts char-

geable to a capital account) associated 

with "eligible project" (defined to be a 

specific building project that meets 

specified energy and environmental 

standards. Eligible projects receive a 

base credit that varies by type of project 

and increases with the project's green 

rating.  The base tax credit can be 

increased if the project meets certain 

"smart growth" criteria. Allowable costs 

cannot exceed $250 per square foot for 

new construction or $150 for 

renovation/rehabilitation  
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Appendix: A Summary of Business Tax Credits in Connecticut

Can still be 

claimed?
Description

List drawn 

from 

Statutes as 

of 3/23/2010

FY07 Revenue 

Loss (DRS 

Claims data)

FY11 Revenue 

Loss (OFA Tax 

expenditure Rpt)

Cap/Max
Carry 

Forward

Carry 

Backward
Sunset Adopted

Year of most 

recent 

Amendment

Repealed
Refundable or 

Exchangeable

Assignable or 

Transferable
Value of Credit Authorized

Y

Credit for Sale of 

Petroleum 

Products to Out-

of-State Reseller

12-587 $4,500,000 1982 1984
Equal to tax paid by out-of-state 

purchaser of petroleum products

Y
Digital Animation 

Production Credit
12-217ll

Indeterminate + 

$15,000,000
$15 million 3 years 2007 Y

10% for prod. costs btwn 100K and 

500K, 15% for costs between 500K and 

1M, and 30% for cost over 1M

Y

Displaced 

Electric Worker 

Credit

12-217bb Indeterminate 1998 1998 $1,500 per displaced worker

Y
Displaced 

Worker Credit
12-217hh $5,999 < $100,000 2006 2006 $1,500 per displaced worker

Y

Donation of Land 

for Education 

Credit

12-217ff < $100,000 15 years 2004
50% of value of land donated for 

education use.

Y

Donation of Open 

Space Land 

Credit

12-217dd $94,876 $100,000 25 years 1999 2009
50% of the value of any donation of open 

space land

Y

Electronic Data 

Processing 

Equipment 

Property Tax 

Credit

12-217t $28,743,086

$30,000,000 

($14M against 

corporate tax; 

$$16M against 

insurance 

premiums tax

5 years 1994 1996

100% of local property tax paid (exluding 

interest, penalties if any) on electronic 

data processing equipment (incluing 

computers, printers, bundled software, 

peripheral equipment)

Employee 

Training
12-217k 1992 1998

Y
Employer 

Assisted housing
12-217p $32,425 5 years 5 years 1993 2006

Y

Employment 

Expansion 

Project Credit

12-217gg 2006 2006 Y
Whatever the value of the credit passed 

through to constituent corporations

Y
Enterprize Zone 

Credit
12-217v 1996 1996

Credit equal to 100% of CIT liabiility for 

first 3 taxable years and 50% for next 7 if 

"qualifying" (created in Enterprise Zone 

and certain # of low-income employees)

Y

Film and Digital 

Media Production 

Tax Credit

12-217jj $54,132,334 $16,000,000 3 years 2006 Y

10% of  in-state production expenses for 

productions between 100K and 500K, 

15% for prod. between 500k and 1M, and 

30% for prd. Over 1M

Y

Film 

Infrastructure 

Credit

12-217kk $10,000,000 3 years 2007 Y
20% of investment for state-certified 

projects over $3M
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Appendix: A Summary of Business Tax Credits in Connecticut

Can still be 

claimed?
Description

List drawn 

from 

Statutes as 

of 3/23/2010

FY07 Revenue 

Loss (DRS 

Claims data)

FY11 Revenue 

Loss (OFA Tax 

expenditure Rpt)

Cap/Max
Carry 

Forward

Carry 

Backward
Sunset Adopted

Year of most 

recent 

Amendment

Repealed
Refundable or 

Exchangeable

Assignable or 

Transferable
Value of Credit Authorized

Y

Financial 

Institutions Credit 

(Constructing 

Facilities and 

Jobs)

12-217u Indeterminate

Yes- for all 

firms no more 

than $72-

$120M over 

the 10 year 

period and 

$145M over 

the 15 year 

period

1994 2000

30-50% over 10-year period and 25% for 

additional 5 years, depending on # of 

new jobs created. Cannot apply for credit 

if receive other financial assistance from 

CT

Y
Fixed Capital 

Investment Credit
12-217w $46,228,288 $45,000,000 5 years 1997 1998

5%of qualified expenditure (fixed capital 

does not include inventory, land, 

buildings or structures, or mobile 

transportation property like trucks, buses, 

forklifts, snowplows or construction 

equipment.)

Y
Hiring Incentive 

Credit
12-217y $4,500 Indeterminate $1 million 5 years 1997 1999

$125 for each full month qualifying 

employee employed. Qualifying 

employees must at time of employe have 

received TFA benefits for at least 9 

months, be employed at least 30 hours 

per week (including in DOL-approved job 

training program). Employer can claim 

the credit one for each qualifying 

employee

Y

Historic Homes 

Rehabilitation 

Credit

10-416 $3 million 4 years 2000 2006
30% of qualified rehabilitation 

expenditures.  Max credit is $30,000 per 

dwelling (max 4 dwellings per structure)

Y
Historic 

Structures Credit
10-416a $15 million 5 years 2006 2007 Y

25% of qualified rehabilitation 

expenditures up to 2.7M

Y

Historic 

Investment 

(Mixed Use 

Historic 

Structures) Credit

10-416b $45,000,000 

$50 million 

over 3-year 

periods

5 years 2008 2008 Y
30% of qualified rehabilitation 

expenditures. Max credit is 5 million over 

3 years

Y

Housing Program 

Contribution 

Credit

8-395 $3,593,426 $3,000,000 

$10 million for 

all firms (with 

$2 million 

setaside for 

supportive 

housing and 

$1 million for 

workforce 

housing)

5 years 5 years 1987 2006

Amount of cash contribution made by a 

firm to non-profit organizations that 

develop, sponsor, or manage low- and 

moderate-income housing programs. 

Minimum amount for which credit is 

granted is $250/firm.  $500,000 

maximum on amount a non-profit 

organization can receive 

$8,222,582 $1,700,000 
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Appendix: A Summary of Business Tax Credits in Connecticut

Can still be 

claimed?
Description

List drawn 

from 

Statutes as 

of 3/23/2010

FY07 Revenue 

Loss (DRS 

Claims data)

FY11 Revenue 

Loss (OFA Tax 

expenditure Rpt)

Cap/Max
Carry 

Forward

Carry 

Backward
Sunset Adopted

Year of most 

recent 

Amendment

Repealed
Refundable or 

Exchangeable

Assignable or 

Transferable
Value of Credit Authorized

Y Human Capital 12-217x $1,514,318 $1,500,000 5 years 1997 2000

5% of qualified expenditures, defined as 

expenses related to: job training; oork 

education; donations or contributions to 

higher education institutions for the 

advancement of technology (including 

physical plant improvements); day care 

facilities for employees' children; child 

care subsidies to employees; donations 

to Individual Development Account 

Reserve Fund set up by CGS 31-51ww 

(matched savings)

Industrial Waste 

Treatment 

Facilities.

12-217d 1967 1997

Y

Insurance 

Department 

Assessment 

Credit

12-202 $923,638 $1,000,000 1973 1995

80% credit on all insurance premium 

taxes owed plus 80% of assessment paid 

are available as a credit to domestic 

insurance companies with assets under 

95 million dollars

Y

Insurance 

Guaranty Fund 

Credit

38a-866(h) Indeterminate 1993 2000

Y, but only to 

affiliates as 

defined in 

CGS 38a-1

Equal to 100% of payments made to the 

Insurance Guaranty and the CT Life and 

Health Insurance Guaranty Associations

Y

Insurance 

Reinvestment 

Fund Credit

38a-88a $16,356,914 $7,500,000 

Total tax 

credits cannot  

exceed $15 

million with 

respect to 

investments 

made by a 

fund or funds 

in any single 

insurance 

business

5 years

Dec. 

31st 

2015

1994 2001 Y

Credit equal to amount invested by an 

investor in eligible Insurance 

Reinvestment Funds that have registered 

with DECD by 7/1/2000.  Credit taken 

over 10 year period.  Credit has 

recapture provisions under certain 

circumstances

Y
Job Creation 

Credit
12-217ii Indeterminate $10 million 2006 2007

60% of state income tax deducted and 

withheld from the wages of new 

employees

Y

Machinery and 

Equipment 

Expenditure 

Credit

12-217o $1,854,847 $2,000,000 1993 1999

5-10% of incremental increase in capital 

goods expenditures over prior year 

(depending on # of employees). Limited 

to firms with under 800 employees

Y
Manufacturing 

facility
12-217e (a) 11 years 1981 2000

50% of tax allocable to facility in 

Enterprise Zone or municipality with an 

Entertainment District if meet certain 

employment criteria

Y
Manufacturing 

facility 
12-217e (a) $3,469,806

$3,500,000 

combined with 

12-217v

10 years 1978 2000

25% of tax allocable to facility in 

Enterprise Zone or municipality with 

Entertainment District
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Appendix: A Summary of Business Tax Credits in Connecticut

Can still be 

claimed?
Description

List drawn 

from 

Statutes as 

of 3/23/2010

FY07 Revenue 

Loss (DRS 

Claims data)

FY11 Revenue 

Loss (OFA Tax 

expenditure Rpt)

Cap/Max
Carry 

Forward

Carry 

Backward
Sunset Adopted

Year of most 

recent 

Amendment

Repealed
Refundable or 

Exchangeable

Assignable or 

Transferable
Value of Credit Authorized

Y

Neighborhood 

Assistance 

Program Credit

12-632 to 12-

635(a)
$921,150 $1,700,000 $5 million 2 years 1982 1999

60% credit for amount contributed for 

expenditures approved by municipalities, 

including for neighborhood assistance, 

job training/education, community 

services, crime prevention, purchase of 

open spac,e, community-based alcohol 

prvention/treatment programs. 100% 

credit for contributions for energy 

conservation/construction or rehabs of 

housing for families w/ low/moderate 

income.  Mimum credit/firm is $250, 

annual credit limit per firm is $75,000 

New 

Facilities/new 

jobs

12-217m 1992 1998

Y

Research and 

Development 

(Non-

Incremental) 

Expenditures 

Credit

12-217n & 

12-127ee
$5,321,279

$5,000,000 + 

$10,000,000 

(sale)

Until Fully 

Taken
1993 2006

Yes -as of 1999, 

at 65% of value 

if <$70M in 

gross sales and 

no tax liability. 

$1.5M annual 

max per 

company

1% if expendiures up to $50M increasing 

up to 6% if expenditures over $200M. 6% 

if small business with gross Income 

<$100M. Some reduction in large credit if 

workforce reductions. Other restrictions. 

Can't use same expenditures to claim 

R&D credit

Y

Research and 

Development 

Credit for Grants 

to Institutions of 

Higher Education

12-217l $21,657 Indeterminate 1992 1992

25% of amount by which grants in 

income year exceed grants in preceding 

year; must be related to advancements in 

technology

Y

Research and 

Experimental 

(Incremental) 

Expenditures 

Credit

12-217j & 

12-217ee
$10,637,252

$10,000,000 + 

$20,000,000 

(sale)

15 years 1992 2003

Yes -as of 1999, 

at 65% of value 

if <$70M in 

gross sales and 

no tax liability. 

$1.5M annual 

max per 

company

20% of amount by which expenditures 

exceed those in prior year (incremental 

expenditures)

Y
Service facility 

credit 
12-217e(b) 12 years 1996 1996

15-50% of tax allocable to facility in 

Enterprise Zone or municipality with 

Entertainment District; credit size based 

on certain employment criteria

Y

Small Business 

Guaranty Fee 

Credit

12-217cc $33,324 Indeterminate 4 years 1999

Credit equal to the amount of the 

guaranty fee paid to the Small Business 

Adminstration to obtain guaranteed 

financing
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Appendix: A Summary of Business Tax Credits in Connecticut

Can still be 

claimed?
Description

List drawn 

from 

Statutes as 

of 3/23/2010

FY07 Revenue 

Loss (DRS 

Claims data)

FY11 Revenue 

Loss (OFA Tax 

expenditure Rpt)

Cap/Max
Carry 

Forward

Carry 

Backward
Sunset Adopted

Year of most 

recent 

Amendment

Repealed
Refundable or 

Exchangeable

Assignable or 

Transferable
Value of Credit Authorized

Tax credit for 

expenditures for: 

Air pollution 

abatement 

facilities; 

12-217c 1967 1997

Tax credit for 

water pollution 

abatement 

facilities

12-217b 1963
Prior to 

1983

Tax credit to 

establish day 

care facilities

12-217h 1981 1989

Traffic Reduction 

Programs Credit
12-217s Indeterminate $1.5 million 1994 1994

50% of qualifying expenses on traffic 

reduction programs intended to achieve 

federal Clean Air Act standards; annual 

maximum of $250/employee

Y

Urban and 

Industrial Site 

Reinvestment 

Tax Credit

32-9t $847,661
$500,000 + 

Indeterminate

$500 million 

for all projects; 

up to $100 

million per 

project

5 years 2000 2006 Y

Credit for investments associated with 

urban site remediation, not to exceed 

state revenue to be generated by the site 

and to be taken as follows: 0% in years 1-

3, 10% in years 4-7, and 20% in years 8-

10.  Credits awarded that end up 

exceeding the actual amount of 

additional state revenue generated can 

be recaptured by state. Other restrictions 

on types of projects that can qualify for 

credits
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