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Senator Fonfara, Representative Berger, and distinguished members of the Committee:  
 
Thank you for the opportunity to testify. We speak today on behalf of Connecticut Voices for 
Children, a research-based public education and advocacy organization that works statewide to 
advance opportunity for Connecticut’s children and families. 
 
H.B. 5411 proposes to increase equity in Connecticut’s personal income tax. Connecticut 
Voices for Children offers three different proposals to make the state personal income tax 
more equitable:  

1. Increase the progressivity of the income tax on high earners;  
2. Restore the state Earned Income Tax Credit (EITC); and  
3. Enact a state dependent exemption. 

 
1. Increase the Progressivity of the Income Tax on High Earners 
Modifying Connecticut’s top personal income tax bracket would raise significant revenue 
while imposing no new burden on low and middle-income earners. An analysis by the Institute 
of Taxation and Economic Policy in Washington, D.C. (ITEP) found that by adjusting the definition 
and rates of the top tax brackets, affecting the wealthiest 2 percent of taxpayers, the state could 
generate roughly $300 million in new revenue with nearly 40 percent of that amount paid for by the 
federal government rather than local taxpayers through deductibility of state income tax on the 
federal tax return. Doing so would increase the progressivity of Connecticut’s personal income tax, 
which currently flattens out at incomes above $500,000. For a detailed analysis, please refer to 
Appendix A. 
 
Raising top income tax rates could avert painful cuts to children and families. To close the 
deficit of over a billion dollars in the coming fiscal year, the Governor’s budget proposes deep cuts 
to current State services. Over half of the total savings proposed in the budget comes from 
cuts in services that support children and families. These include:  

• Eliminating HUSKY coverage for over 30,000 pregnant women and parents; 
• Reducing local education support by $158 million, placing even more burden on taxpayers at 

the local level; and 
• Imposing a 60% cut to State support for developmentally-disabled children who also suffer 

from emotional, behavioral, and mental health needs. 
Revenues from new top rates would help avert these cuts (which are detailed in Appendix B). 
 
Raising top income tax rates would make Connecticut’s tax code more fair and progressive. 
A 2014 tax incidence report by the Connecticut Department of Revenue Services found that 
Connecticut households earning between $5,533 and $16,245 per year pay an effective overall tax 
rate of more than 26 percent, while the wealthiest households with incomes over $165,394 pay an 
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effective overall tax rate of only 8 percent. Simply put, our tax system asks more from families who 
have less. Increasing the progressivity of the personal income tax would help ensure we do not 
overburden our poorest families with taxes, and would ask our wealthiest residents to pay their fair 
share. 
 
2. Restore the State Earned Income Tax Credit (EITC) 
Lower and middle-income taxpayers would also benefit from restoring the state EITC to its 
full amount as pledged. Nearly 200,000 low- and moderate-income families claimed the EITC in 
2014. In fact, every town in Connecticut had a household claim the EITC. The average income of 
households claiming the state EITC was $17,649, and the average credit amount was $426. The 
EITC was also specifically highlighted in the recent DRS tax-incidence analysis as playing an 
important role in increasing the progressivity of Connecticut’s tax code. Simply put, the EITC offers 
a much needed tax break to hundreds of thousands of low-income working Connecticut families.  
 
While the state EITC was due to be restored to 30% of a filer’s federal credit amount in FY 2016, 
the Governor’s budget proposes maintaining the credit at its current 27.5% level for the next two 
years. Failing to restore the EITC to its full amount would cost Connecticut’s hard-working and 
poorest families roughly $11 million per year. This money would, in turn, quickly flow back into 
local economies. Restoring the EITC to its full amount would help ensure that low-income workers 
are able to keep more of what they earn, making our tax system less regressive, and also help 
Connecticut’s economy recover. 
 
3. Enact a State Dependent Exemption 
Finally, enacting a state dependent exemption would ensure that middle-income taxpayers 
who are caring for a child, elderly parent or disabled adult are no longer penalized, as they 
now are under Connecticut’s tax structure. Under current law, a family caring for dependents 
will pay exactly the same amount in state personal income taxes as a family with the same income 
but without dependents (see the example below). This violates the fundamental tax principle of 
horizontal equity, that families in different situations should be taxed differently according to their 
situation.   
 

 
 
Moreover, Connecticut is one of only two states with an income tax that fails to offer a dependent 
exemption, totally ignoring the cost of caring for a dependent in its tax code. Out of 40 states with 
an income tax, just Connecticut and Pennsylvania fail to adjust their state tax code for the cost of 
raising a child or providing care for an elderly parent. A dependent exemption structured with a 
phase-out at higher incomes would provide a significant boost to middle-income caregivers. 
 
Increasing top marginal rates, restoring the EITC, and enacting a dependent exemption 
would increase the vertical and horizontal equity of Connecticut’s tax code, and help 
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maintain investments in essential State programs that support children and families without 
asking the poor to continue to pay more than their fair share. 
 
Connecticut Voices for Children does not support the enactment of any new tax 
expenditures as described in H.B. 5561, H.B. 5655, H.B. 6535 and H.B. 6536. These new tax 
expenditures would cost the State much needed tax revenue in a year when programs for 
children and families are already facing painful cuts. In the event any new tax expenditures 
are enacted, we urge that also include a sunset provision of no more than six years. 
Including sunset provisions would increase transparency, and place tax expenditures on par 
with appropriations in terms of legislative review.   It would enable the Connecticut General 
Assembly to truly balance the various fiscal needs of the state (A summary of all cuts to 
children’s programs is presented in Appendix B. A summary of revenue options to offset cuts is 
included in Appendix A.)  
 
Moreover, we ask the Committee to consider enacting automatic sunset dates for all tax 
existing expenditures, so that they are subject to the same scrutiny as traditional 
appropriations. Tax expenditures should require regular review and re-approval by the General 
Assembly, just like other expenditures that are considered and approved regularly through the 
appropriations process. By sun-setting all tax expenditures, and requiring an affirmative vote to 
protect any particular exemption, the Legislature could prevent the loss of hundreds of millions each 
year on tax breaks that may no longer have any policy justification.  
 
Finally, we ask the Committee to eliminate specific tax expenditures that we have identified 
as outdated and/or baseless: those that either have been found to offer no significant public 
benefit (as determined in the 2014 report by Connecticut’s Office of Fiscal Analysis) or were 
enacted decades ago for services that no longer require special treatment. For instance, Connecticut 
could avert both the $49.2 million cut to the HUSKY program and the $11 million cut to the EITC 
by repealing an obsolete tax expenditure enacted in 1997 at the dawn of the internet revolution to 
encourage a rapid buildup in Internet services. (A summary of major tax expenditures that could be 
reclaimed to raise revenue, totaling over $470 million, is included in Appendix A.) 
 
The table below illustrates how eliminating tax expenditures and increasing the 
progressivity of the personal income tax could enable to state to avoid harmful budget cuts 
which essentially ask children to close the State’s budget deficit: 
 
Proposed Cut Cut 

(millions) 
Revenue Option Revenue 

(millions) 
HUSKY A coverage for parents and 
pregnant women 

-$49.3 Repeal 1997 tax expenditure for Internet 
services 

+$62.2 

State Department of Education and 
higher education 

-$219.4 Adjust top marginal income tax rates +$300 

Department of Developmental 
Services’ Voluntary Services 

-$20.0 Eliminate 1999 tax expenditure on home 
renovations and restoration 

+25.2 

Earned Income Tax Credit (EITC) -$11.0 Eliminate tax expenditures: athletic clubs 
(1994) and lawn bowling clubs (1999) 

+$11.2 

 
Thank you for your time. We would be happy to answer any questions. 
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