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Senate

General Assembly File No. 526

February Session, 2006 Substitute Senate Bill No. 1

Senate, April 18, 2006

The Committee on Finance, Revenue and Bonding reported
through SEN. DAILY of the 33rd Dist.,, Chairperson of the
Committee on the part of the Senate, that the substitute bill
ought to pass.

AN ACT CONCERNING JOBS FOR THE 21ST CENTURY.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. (NEW) (Effective July 1, 2006) (a) The Board of Trustees of
The University of Connecticut shall develop a program to facilitate the
recruitment of eminent faculty and their research staffs to the
university. Such program shall support economic development in the
state and promote core competency areas by accelerating the pace of
applied research and development. Such program shall supplement
the compensation of such faculty and related costs of personnel and
materials needed to secure such faculty for the university. Eligibility
shall be limited to scientists who have demonstrated excellence in their
field of research and have an interest in working collaboratively with
other scientists at the university and an interest in commercialization
of their research.

(b) No funds shall be expended under this section unless there are

matching funds from industry or other sources available for such
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purposes identified in subsection (a) of this section.

Sec. 2. (NEW) (Effective July 1, 2006) The University of Connecticut
shall establish a Center for Entrepreneurship. The purpose of the
center shall be to train the next generation of entrepreneurs in an
experiential manner that would assist businesses in the state today.
This center shall (1) develop an entrepreneurial program that trains
faculty and student inventors in commercialization and business issues
and that generates business opportunities; (2) expand the accelerator
program of the school of business to provide innovations services to
technology-based companies using a proven model of faculty and
students working with companies on real time solutions to the
company's business problems; and (3) establish an intellectual
property law clinic, in conjunction with the law school. The accelerator
program and the law clinic shall be colocated with the Connecticut
Center for Advanced Technology in the Hartford area to leverage

resources.

Sec. 3. Section 32-34 of the general statutes is amended by adding
subdivisions (18) to (22), inclusive, as follows (Effective July 1, 2006):

(NEW) (18) "Preseed financing" means financial aid provided for

research and formulation of a concept;

(NEW) (19) "Seed financing" means financial aid to an inventor or
entrepreneur to assess the viability of a concept and to qualify for start-
up financing to fund, including, but not limited to, product
development, market research, management team building and,
pending successful progress on such initial steps, business plan

development;

(NEW) (20) "Start-up financing" means financial aid to companies in
the process of organizing as a business or have been in operation for
less than one year that (A) have completed product development and
initial marketing but have not sold such product commercially, and (B)
have established viability by performing market studies, assembling

key management, developing a business plan or demonstrating
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viability by other means deemed appropriate by the grantor;

(NEW) (21) "Early or first-stage financing" means financial aid to
companies that have expended initial capital, developed and market-
tested prototypes, and demonstrate that such funds are necessary to

initiate full-scale manufacturing and sales;

(NEW) (22) "Expansion financing" means financial aid to companies
for market expansion or to enhance the fiscal position of a company in
preceding a liquidity event including, but not limited to, an initial

public offering or acquisition.

Sec. 4. (NEW) (Effective July 1, 2006) (a) There is established an early-
stage venture capital program to be administered by Connecticut
Innovations, Incorporated, to provide preseed financing, seed
financing, start-up financing, early or first-stage financing and

expansion financing to companies in the state.

(b) In support of the program established in subsection (a) of this
section, the corporation shall establish criteria for awarding such
financing and shall develop and implement a plan to market the

program.

(c) The board of the corporation shall review and approve each

application for such financing.

(d) Funds provided for this section shall be allocated as follows: (1)
Not less than five per cent for preseed financing; (2) not less than ten
per cent for seed financing; (3) not less than ten per cent for start-up
financing; (4) not less than fifteen per cent for early or first stage
financing; and (5) not less than forty per cent and not more than sixty
per cent on expansion financing, as such terms are defined in section
32-34 of the general statutes, as amended by this act. The corporation
shall use not more than three per cent of such funds for administration

and marketing of such financial aid.

Sec. 5. (NEW) (Effective July 1, 2006) (a) As used in this section,

"small business incubator program" means a program offering space,
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unique technical resources and business support services and
"department" means the Department of Economic and Community

Development.

(b) The Commissioner of Economic and Community Development
shall establish the small business incubator competitive grant program
to provide grants to nonprofit organizations operating incubator
facilities, as defined in 32-34 of the general statutes, as amended by this
act, which shall be used to provide operating funds and related
business incubator programs to small and micro businesses in

Connecticut.

(c) An eligible entity or institution shall submit a plan for the
expenditure of awarded funds, in accordance with this section, to the
department, at such time and in such manner as the commissioner
prescribes. Any plan submitted by the entity or institution awarded a
contract pursuant to this section shall include a description of the
proposed use of any such funds: (1) To fund feasibility studies; (2) for
investment capital, the provision of below-market loans or working
capital; or (3) to provide operating support.

(d) There is established an account to be known as the small
business incubator account, which shall be a separate, nonlapsing
account within the General Fund. The account shall contain all moneys
required by law to be deposited in the account and shall be held
separate and apart from all other money, funds and accounts.
Investment earnings from any moneys in the account shall be credited
to the account and shall become part of the assets of the account. Any
balance remaining in the account at the end of any fiscal year shall not
lapse and shall be available for use for the fiscal year next succeeding.
The department may use funds from the account to provide grants

under subsection (b) of this section.

Sec. 6. Section 32-344 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2006):

As used in this section and sections 32-345 and 32-346, as amended
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by this act:

(1) "Business-led consortium" means a coalition or other group of
entities, related by contractual or other arrangements, that (A) includes
at least one Connecticut business and may include other businesses
and nonprofit or public institutions, and (B) is led by a business for the

purpose of technology development or commercialization;

(2) "Corporation" means Connecticut Innovations, Incorporated, as

created under section 32-35;

(3) "Small business" means a corporation, limited liability company,
partnership, sole proprietorship or individual, operating a business for
profit, which employs five hundred or fewer employees, including

employees employed in any subsidiary or affiliated corporation;

(4) "Small business innovation research program" means the federal
program established pursuant to the Small Business Innovation
Development Act of 1982 (P.L. 97-219), as amended, which provides
funds to small businesses to conduct innovative research which has

potential commercial applications;

(5) "Small business technology transfer program" means the federal
program established pursuant to the Small Business Research and
Development Enhancement Act of 1992 (P.L. 102-564), as amended,
which provides funds to small businesses that collaborate with
nonprofit research institutions to conduct innovative research which

has potential commercial applications;

(6) "Federal technology support program" means any program now
or hereafter established by the government of the United States of
America or any agency or instrumentality thereof, other than the small
business innovation research program and small business technology
transfer program that (A) is authorized to provide funding support for
projects undertaken by businesses and business-led consortia for the
development or commercialization of advanced technologies,

including without limitation technologies applied or applicable to

sSB1/File No. 526 5
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national defense, and (B) requires recipients to furnish a portion of the

funds necessary to carry out such activities;

(7) "Micro business" means a business entity, including its affiliates,

that (A) is independently owned and operated, and (B) employs fewer

than fifty full-time emplovees or has gross annual sales of less than

five million dollars.

Sec. 7. Section 32-345 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2006):

(@) The corporation shall establish a Connecticut [technology

partnership] development research and economic assistance matching

grant program, within available appropriations and, for the purposes
of providing financial aid, as defined in subdivision (4) of section 32-
34, to assist: (1) Connecticut small businesses in conducting marketing-
related activities to facilitate commercialization of research projects
funded under the small business innovation research program or the
small business technology transfer program; [and] (2) business-led
consortia or Connecticut businesses in connection with their

participation in a federal technology support program; and (3) micro

businesses, in conducting development and research.

(b) Applications shall be submitted to the corporation at such times
and on such forms as the corporation may prescribe. Each such
application shall include the following: (1) The location of the principal
place of business of the applicant; (2) an explanation of the intended
use of the funding being applied for, the potential market for the end
product of the technology project and the marketing strategy; and (3)
such other information that the corporation deems necessary.
Information contained in any such application submitted to the
corporation under this section which is of a proprietary nature shall be
exempt from the provisions of subsection (a) of section 1-210, as
amended.

(c) In determining whether an applicant shall be selected for

funding pursuant to this section, the corporation shall consider, but

sSB1/File No. 526 6
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such consideration need not be limited to, the following factors: (1) The
description of the small business innovation research project, the small
business technology transfer project or the federally-supported
technology project and the potential commercial applicability of such
project; (2) evidence of satisfactory participation in the applicable small
business innovation research program, the small business technology
transfer program or the federal technology support program; (3) the
potential impact of such research project on the workforce in the
region where such small business is located; (4) the size of the potential
market, strength of the marketing strategy, and ability of the applicant
to execute the strategy and successfully commercialize the end
product; and (5) the resources and record of success of the company
relative to development and commercialization. Within the availability
of funds, the corporation may provide financial aid to eligible
applicants provided no business may receive more than fifty thousand
dollars for any single small business innovation research project or
small business technology transfer project. The corporation may
require a business to repay such assistance or pay a multiple of the
assistance to the corporation. All such repayments and payments shall
be deposited in the Connecticut technology partnership assistance

program revolving account established under section 32-346.

(d) (1) The corporation shall establish a development, research and

economic assistance matching financial aid program for micro

businesses that have received federal funds for Phase II proposals

under the small business innovation research program and the small

business technology transfer program. Anv micro business receiving

financial aid under this subsection shall use such financial aid for the

same purpose such micro business was awarded said federal funds.

(2) Applications for aid pursuant to this subsection shall be

submitted to the corporation at such times and on such forms as the

corporation may prescribe. Each such application shall include the

following: (A) The location of the principal place of business of the

applicant; (B) an explanation of the intended use of the financial aid

being applied for; and (C) such other information that the corporation
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deems necessary. Information contained in any such application

submitted to the corporation under this section which is of a

proprietary nature shall be exempt from the provisions of subsection

(a) of section 1-210 of the 2006 supplement to the general statutes.

(3) In determining whether an applicant shall be selected for

funding pursuant to this subsection, the corporation shall consider, but

such consideration need not be limited to, the following factors: (A)

The description of the small business innovation research project; and

(B) evidence of satisfactory participation in the applicable small

business innovation research program or small business technology

transfer program.

[(d)] (e) The corporation shall adopt written procedures, in
accordance with the provisions of section 1-121, to carry out the

provisions of this section.

Sec. 8. (NEW) (Effective July 1, 2006) (a) There is established an Office
of the Business Advocate. The Governor, with the approval of the
General Assembly, shall appoint a person with knowledge of the
characteristics and needs of businesses and the resources provided by
state, federal, quasi-governmental and other organizations that may be
available to businesses. Such person shall be qualified by training and
experience to perform the duties of the office as set forth in this section.
The person appointed the Business Advocate shall serve for a term of
four years and may be reappointed or shall continue to hold office
until such person's successor is appointed and qualified, or until

removed as provided in section 16-5 of the general statutes.

(b) The Office of the Business Advocate shall be in the Office of

Policy and Management for administrative purposes only.

(c) The Business Advocate may, within available funds, appoint
such staff as may be deemed necessary. The duties of the staff may
include the duties and powers of the Business Advocate if performed

under the direction of the Business Advocate.

sSB1/File No. 526 8
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(d) The General Assembly may annually appropriate such sums as
necessary for the payment of the salaries of the staff and for the
payment of office expenses and other actual expenses incurred by the

Business Advocate in the performance of such advocate's duties.

(e) The Business Advocate shall annually submit to the Governor
and the General Assembly, in accordance with the provisions of
section 11-4a of the general statutes, a detailed report analyzing the

work of the Office of the Business Advocate.

(f) The Business Advocate shall (1) serve as an information
clearinghouse for various public and private programs available to
assist businesses, and (2) identify specific small businesses whose
growth and success could benefit from state or private assistance and
contact such small businesses in order to (A) identify their needs, (B)
provide information about public and private programs for meeting
such needs, including, but not limited to, technical assistance, job
training and financial assistance, and (C) arrange for the provision of

such assistance to such businesses.

Sec. 9. Section 12-81 of the 2006 supplement to the general statutes is
amended by adding subdivision (76) as follows (Effective July 1, 2006):

(NEW) (76) Effective for assessment years commencing on or after
October 1, 2011, new machinery and equipment or newly-acquired
machinery and equipment, including machinery and equipment used
in connection with biotechnology. For purposes of this subdivision,
"machinery" and "equipment", and "biotechnology" shall have the
same meaning as in subdivision (72) of this section, as amended by this
act. Any person claiming the exemption provided under this
subdivision shall not be eligible to claim the exemption provided
under subdivision (60) or (70) of this section for the same machinery

and equipment.

Sec. 10. Subparagraph (A) of subdivision (72) of section 12-81 of the
2006 supplement to the general statutes is repealed and the following
is substituted in lieu thereof (Effective July 1, 2006, and applicable to

sSB1/File No. 526 9
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assessment years commencing on or after October 1, 2006):

(72) (A) Effective for assessment years commencing on or after

October 1, 2002, but prior to assessment years commencing on or after

October 1, 2011, new machinery and equipment, as defined in this

subdivision, acquired after October 1, 1990, and prior to October 1,

2011, and newly-acquired machinery and equipment, as defined in this

subdivision, acquired on or after July 1, 1992, and prior to October 1,

2011, by the person claiming exemption under this subdivision,
provided this exemption shall only be applicable in the five full
assessment years following the assessment year in which such
machinery or equipment is acquired, subject to the provisions of
subparagraph (B) of this subdivision. Machinery and equipment
acquired on or after July 1, 1996, and prior to October 1, 2011, and used

in connection with biotechnology shall qualify for the exemption
under this subsection. For the purposes of this subdivision: (i)
"Machinery" and "equipment" means tangible personal property which
is installed in a manufacturing facility and claimed on the owner's
federal income tax return as either five-year property or seven-year
property, as those terms are defined in Section 168(e) of the Internal
Revenue Code of 1986, or any subsequent corresponding internal
revenue code of the United States, as from time to time amended, and
the predominant use of which is for manufacturing, processing or
fabricating; for research and development, including experimental or
laboratory research and development, design or engineering directly
related to manufacturing; for the significant servicing, overhauling or
rebuilding of machinery and equipment for industrial use or the
significant overhauling or rebuilding of other products on a factory
basis; for measuring or testing or for metal finishing; or used in the
production of motion pictures, video and sound recordings.
"Machinery" means the basic machine itself, including all of its
component parts and contrivances such as belts, pulleys, shafts,
moving parts, operating structures and all equipment or devices used
or required to control, regulate or operate the machinery, including,
without limitation, computers and data processing equipment,

together with all replacement and repair parts therefor, whether

sSB1/File No. 526 10
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purchased separately or in conjunction with a complete machine, and
regardless of whether the machine or component parts thereof are
assembled by the taxpayer or another party. "Equipment" means any
device separate from machinery but essential to a manufacturing,
processing or fabricating process. (ii) "Manufacturing facility" means
that portion of a plant, building or other real property improvement
used for manufacturing, processing or fabricating, for research and
development, including experimental or laboratory research and
development, design or engineering directly related to manufacturing,
for the significant servicing, overhauling or rebuilding of machinery
and equipment for industrial use or the significant overhauling or
rebuilding of other products on a factory basis, for measuring or
testing or for metal finishing. (iii) "Manufacturing" means the activity
of converting or conditioning tangible personal property by changing
the form, composition, quality or character of the property for ultimate
sale at retail or use in the manufacturing of a product to be ultimately
sold at retail. Changing the quality of property shall include any
substantial overhaul of the property that results in a significantly
greater service life than such property would have had in the absence
of such overhaul or with significantly greater functionality within the
original service life of the property, beyond merely restoring the
original functionality for the balance of the original service life. (iv)
"Fabricating" means to make, build, create, produce or assemble
components or tangible personal property work in a new or different
manner, but does not include the presorting, sorting, coding, folding,
stuffing or delivery of direct or indirect mail distribution services. (v)
"Processing" means the physical application of the materials and labor
in a manufacturing process necessary to modify or change the
characteristics of tangible personal property. (vi) "Measuring or
testing" includes both nondestructive and destructive measuring or
testing, and the alignment and calibration of machinery, equipment
and tools, in the furtherance of the manufacturing, processing or
fabricating of tangible personal property. (vii) "Biotechnology" means
the application of technologies, including recombinant DNA

techniques, biochemistry, molecular and cellular biology, genetics and

sSB1/File No. 526 11
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genetic engineering, biological cell fusion techniques, and new
bioprocesses, using living organisms, or parts of organisms, to produce
or modify products, to improve plants or animals, to develop
microorganisms for specific uses, to identify targets for small molecule
pharmaceutical development, or to transform biological systems into

useful processes and products.

Sec. 11. Section 12-63 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2006):

(@) (1) The present true and actual value of land classified as farm
land pursuant to section 12-107c, as amended, as forest land pursuant
to section 12-107d, as amended, or as open space land pursuant to
section 12-107e, as amended, shall be based upon its current use

without regard to neighborhood land use of a more intensive nature,
provided in no event shall the present true and actual value of open
space land be less than it would be if such open space land comprised
a part of a tract or tracts of land classified as farm land pursuant to

section 12-107c, as amended. The present true and actual value of all
other property shall be deemed by all assessors and boards of
assessment appeals to be the fair market value thereof and not its value

at a forced or auction sale.

(2) The following schedule of depreciation shall be applicable with

respect to machinery and equipment used in the manufacturing

process:

Depreciated Value
Assessment Year As Percentage
Following Acquisition Of Acquisition Cost Basis
First year Ninety per cent
Second year Eighty per cent
Third year Seventy per cent
Fourth year Sixty per cent
Fifth year Fifty per cent
Sixth year Forty per cent

sSB1/File No. 526 12
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Seventh year Thirty per cent
Eighth vear and thereafter Twenty per cent

(b) (1) For the purposes of this subsection, (A) "electronic data
processing equipment" means computers, printers, peripheral
computer equipment, bundled software and any computer-based
equipment acting as a computer, as defined in Section 168 of the
Internal Revenue Code of 1986, or any subsequent corresponding
internal revenue code of the United States, as from time to time
amended; (B) '"leased personal property" means tangible personal
property which is the subject of a written or oral lease or loan on the
assessment date, or any such property which has been so leased or
loaned by the then current owner of such property for three or more of
the twelve months preceding such assessment date; and (C) "original
selling price" means the price at which tangible personal property is
most frequently sold in the year that it was manufactured.

(2) Any municipality may, by ordinance, adopt the provisions of
this subsection to be applicable for the assessment year commencing
October first of the assessment year in which a revaluation of all real
property required pursuant to section 12-62 is performed in such
municipality, and for each assessment year thereafter. If so adopted,
the present true and actual value of tangible personal property, other
than motor vehicles, shall be determined in accordance with the
provisions of this subsection. If such property is purchased, its true
and actual value shall be established in relation to the cost of its
acquisition, including transportation and installation, and shall reflect
depreciation in accordance with the schedules set forth in subdivisions
(3) to [(6)] (5), inclusive, of this subsection. If such property is
developed and produced by the owner of such property for a purpose
other than wholesale or retail sale or lease, its true and actual value
shall be established in relation to its cost of development, production
and installation and shall reflect depreciation in accordance with the
schedules provided in subdivisions (3) to [(6)] (5), inclusive, of this
subsection. The provisions of this subsection shall not apply to

property owned by a public service company, as defined in section 16-

sSB1/File No. 526 13
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1, as amended.

(3) The following schedule of depreciation shall be applicable with

respect to electronic data processing equipment:

(A) Group I: Computer and peripheral hardware, including, but not
limited to, personal computers, workstations, terminals, storage

devices, printers, scanners, computer peripherals and networking

equipment:

Depreciated Value
Assessment Year As Percentage
Following Acquisition Of Acquisition Cost Basis
First year Seventy per cent
Second year Forty per cent
Third year Twenty per cent
Fourth year and thereafter Ten per cent

(B) Group II: Other hardware, including, but not limited to, mini-
frame and main-frame systems with an acquisition cost of more than

twenty-five thousand dollars.

Depreciated Value
Assessment Year As Percentage
Following Acquisition Of Acquisition Cost Basis
First year Ninety per cent
Second year Sixty per cent
Third year Forty per cent
Fourth year Twenty per cent
Fifth year and thereafter Ten per cent

(4) The following schedule of depreciation shall be applicable with
respect to copiers, facsimile machines, medical testing equipment, and
any similar type of equipment that is not specifically defined as
electronic data processing equipment, but is considered by the assessor

to be technologically advanced:

sSB1/File No. 526 14
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Depreciated Value
Assessment Year As Percentage
Following Acquisition Of Acquisition Cost Basis
First year Ninety-five per cent
Second year Eighty per cent
Third year Sixty per cent
Fourth year Forty per cent
Fifth year and thereafter Twenty per cent

[(5) The following schedule of depreciation shall be applicable with
respect to machinery and equipment used in the manufacturing

process:
Depreciated Value

Assessment Year As Percentage

Following Acquisition Of Acquisition Cost Basis

First year Ninety per cent

Second year Eighty per cent

Third year Seventy per cent

Fourth year Sixty per cent

Fifth year Fifty per cent

Sixth year Forty per cent

Seventh year Thirty per cent

Eighth year and thereafter Twenty per cent]

[(6)] (5) The following schedule of depreciation shall be applicable
with respect to all tangible personal property other than that described

in [subdivisions (3) to (5), inclusive,] subdivision (2) of subsection (a)

of this section and subdivisions (3) and (4) of this subsection:

Depreciated Value
Assessment Year As Percentage
Following Acquisition Of Acquisition Cost Basis
First year Ninety-five per cent
Second year Ninety per cent

sSB1/File No. 526 15
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Third year Eighty per cent
Fourth year Seventy per cent
Fifth year Sixty per cent
Sixth year Fifty per cent
Seventh year Forty per cent
Eighth year and thereafter Thirty per cent

[(7)] (6) The present true and actual value of leased personal
property shall be determined in accordance with the provisions of this
subdivision. Such value for any assessment year shall be established in
relation to the original selling price for self-manufactured property or
acquisition cost for acquired property and shall reflect depreciation in
accordance with the schedules provided in subdivisions (3) to [(6)] (5),
inclusive, of this subsection. If the assessor is unable to determine the
original selling price of leased personal property, the present true and
actual value thereof shall be its current selling price.

[(8)] (7) With respect to any personal property which is prohibited
by law from being sold, the present true and actual value of such
property shall be established with respect to such property's original
manufactured cost increased by a ratio the numerator of which is the
total proceeds from the manufacturer's salable equipment sold and the
denominator of which is the total cost of the manufacturer's salable
equipment sold. Such value shall then be depreciated in accordance

with the appropriate schedule in this subsection.

[(9)] (8) The schedules of depreciation set forth in subdivisions (3) to
[(6)] (5), inclusive, of this subsection shall not be used with respect to
videotapes, horses or other taxable livestock or electric cogenerating
equipment.

[(10)] (9) If the assessor determines that the value of any item of
personal property produced by the application of the schedules set
forth in this subsection does not accurately reflect the present true and
actual value of such item, the assessor shall adjust such value to reflect

the present true and actual value of such item.
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[(11)] (10) Nothing in this subsection shall prevent any taxpayer
from appealing any assessment made pursuant to this subsection if
such assessment does not accurately reflect the present true and actual

value of any item of such taxpayer's personal property.

Sec. 12. Section 12-94b of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2006):

On or before March fifteenth, annually, commencing March 15,

1998, and ending March 15, 2011, the assessor or board of assessors of

each municipality shall certify to the Secretary of the Office of Policy
and Management, on a form furnished by said secretary, the amount of
exemptions approved under the provisions of subdivisions (72) and
(74) of section 12-81, as amended by this act, together with such

supporting information as said secretary may require including the
number of taxpayers with approved claims under said subdivisions
(72) and (74) and the original copy of the applications filed by them.
Said secretary shall review each such claim as provided in section 12-
120b. Not later than December first next succeeding the conclusion of
the assessment year for which the assessor approved such exemption,
the secretary shall notify each claimant of the modification or denial of
the claimant's exemption, in accordance with the procedure set forth in
section 12-120b. Any claimant aggrieved by the results of the
secretary's review shall have the rights of appeal as set forth in section
12-120b. With respect to property first approved for exemption under
the provisions of subdivisions (72) and (74) of section 12-81, as

amended by this act, for the assessment years commencing on or after

October 1, 2000, the grant payable for such property to any
municipality under the provisions of this section shall be equal to
eighty per cent of the property taxes which, except for the exemption

under the provisions of subdivisions (72) and (74) of section 12-81, as

amended by this act, would have been paid. The secretary shall, on or
before December fifteenth, annually, certify to the Comptroller the
amount due each municipality under the provisions of this section,
including any modification of such claim made prior to December first,

and the Comptroller shall draw an order on the Treasurer on or before
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the twenty-fourth day of December following and the Treasurer shall
pay the amount thereof to such municipality on or before the thirty-
first day of December following. If any modification is made as the
result of the provisions of this section on or after the December
tifteenth following the date on which the assessor has provided the
amount of the exemption in question, any adjustments to the amount
due to any municipality for the period for which such modification
was made shall be made in the next payment the Treasurer shall make

to such municipality pursuant to this section. [The] With respect to the

exemptions approved under the provisions of subdivision (74) of

section 12-81, the amount of the grant payable to each municipality in

any year in accordance with this section shall be reduced
proportionately in the event that the total of such grants in such year
exceeds the amount appropriated for the purposes of this section with
respect to such year. As used in this section, "municipality" means each
town, city, borough, consolidated town and city and consolidated
town and borough and each district, as defined in section 7-324, and

"next succeeding" means the second such date.

Sec. 13. (NEW) (Effective July 1, 2006, and applicable to assessment years
commencing on and after October 1, 2006) (a) For purposes of this section,
(1) "machinery" and "equipment" shall have the same meaning as in
subdivision (72) of section 12-81 of the 2006 supplement to the general
statutes, as amended by this act, and (2) "municipality" means each
town, city, borough, consolidated town and city and consolidated
town and borough and each district, as defined in section 7-324 of the

general statutes.

(b) The state shall provide a payment to each municipality
representing a percentage of the property tax due on machinery and
equipment, when such machinery and equipment is not receiving a
payment in lieu of taxes pursuant to section 12-94b of the general
statutes, as amended by this act. The taxpayer shall continue to be
responsible for the remainder of the property tax. For all such
machinery and equipment, the state shall pay to the municipality (1)

for the assessment year commencing October 1, 2006, twenty per cent

sSB1/File No. 526 18



511
512
513
514
515
516
517
518
519

520
521
522
523
524
525
526
527
528
529

530
531
532
533
534
535
536
537
538
539
540
541
542
543
544

sSB1 File No. 526

of the property tax due, and the taxpayer shall pay eighty per cent; (2)
for the assessment year commencing October 1, 2007, forty per cent of
the property tax due, and the taxpayer shall pay sixty per cent; (3) for
the assessment year commencing October 1, 2008, sixty per cent of the
property tax due, and the taxpayer shall pay forty per cent; (4) for the
assessment year commencing October 1, 2009, eighty per cent of the
property tax due, and the taxpayer shall pay twenty per cent; and (5)
for the assessment year commencing October 1, 2010, one hundred per
cent of the property tax due.

(c) Municipalities receiving a payment in lieu of taxes for machinery
and equipment pursuant to subdivision (72) of section 12-81 of the
2006 supplement to the general statutes, as amended by this act, and
section 12-94b of the general statutes, as amended by this act, and
section 12-94c of the general statutes, shall continue to receive such
payment for five years from the date such machinery and equipment
became eligible to receive such payment. As such machinery and
equipment ceases to be eligible for such payment, the state shall pay a
percentage of the property tax due to the municipality, in accordance

with the following schedules:

(1) For machinery and equipment first included in a payment in lieu
of taxes made pursuant to section 12-94b of the general statutes, as
amended by this act, for assessment years commencing October 1,
2002, the state shall make a payment in lieu of taxes to the municipality
for the assessment year commencing October 1, 2006. For the
assessment year commencing October 1, 2007, the state shall provide a
payment to each municipality representing a percentage of the
property tax due on such machinery and equipment. The taxpayer
shall continue to be responsible for the remainder of the property tax.
The state shall pay to the municipality (A) for the assessment year
commencing October 1, 2007, forty per cent of the property tax due,
and the taxpayer shall pay sixty per cent; (B) for the assessment year
commencing October 1, 2008, sixty per cent of the property tax due,
and the taxpayer shall pay forty per cent; (C) for the assessment year
commencing October 1, 2009, eighty per cent of the property tax due,
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and the taxpayer shall pay twenty per cent; and (D) for the assessment
year commencing October 1, 2010, one hundred per cent of the
property tax due.

(2) For machinery and equipment first included in a payment in lieu
of taxes made pursuant to section 12-94b of the general statutes, as
amended by this act, for assessment years commencing October 1,
2003, the state shall make a payment in lieu of taxes to the municipality
for the assessment years commencing October 1, 2006, and October 1,
2007. For the assessment year commencing October 1, 2008, the state
shall provide a payment to each municipality representing a
percentage of the property tax due on such machinery and equipment.
The taxpayer shall continue to be responsible for the remainder of the
property tax. The state shall pay to the municipality (A) for the
assessment year commencing October 1, 2008, sixty per cent of the
property tax due, and the taxpayer shall pay forty per cent; (B) for the
assessment year commencing October 1, 2009, eighty per cent of the
property tax due, and the taxpayer shall pay twenty per cent; and (C)
for the assessment year commencing October 1, 2010, one hundred per

cent of the property tax due.

(3) For machinery and equipment first included in a payment in lieu
of taxes made pursuant to section 12-94b of the general statutes, as
amended by this act, for assessment years commencing October 1,
2004, the state shall make a payment in lieu of taxes to the municipality
for the assessment years commencing October 1, 2006, October 1, 2007,
and October 1, 2008. For the assessment year commencing October 1,
2009, the state shall provide a payment to each municipality
representing a percentage of the property tax due on such machinery
and equipment. The taxpayer shall continue to be responsible for the
remainder of the property tax. The state shall pay to the town (A) for
the assessment year commencing October 1, 2009, eighty per cent of
the property tax due, and the taxpayer shall pay twenty per cent; and
(B) for the assessment year commencing October 1, 2010, one hundred

per cent of the property tax due.
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(4) For machinery and equipment first included in a payment in lieu
of taxes made pursuant to section 12-94b of the general statutes, as
amended by this act, for assessment years commencing October 1,
2005, the state shall make a payment in lieu of taxes to the municipality
for the assessment years commencing October 1, 2006, October 1, 2007,
October 1, 2008, and October 1, 2009. For the assessment year
commencing October 1, 2010, the state shall provide a payment to each
municipality representing one hundred per cent of the property tax

due on such machinery and equipment.

(d) On or before November fifteenth, annually, commencing
November 15, 2006, the assessor or board of assessors of each
municipality shall certify to the Secretary of the Office of Policy and
Management, on a form furnished by said secretary, the amount of
property tax due on all machinery and equipment located in such
municipality that is no longer eligible for the payment in lieu of taxes
pursuant to section 12-94b of the general statutes, as amended by this
act. The depreciation schedule required pursuant to section 12-63 of
the general statutes, as amended by this act, shall apply to all such
machinery and equipment. The secretary shall, on or before thirty days
prior to the date such tax is due to the municipality, certify to the
Comptroller the amount due to each town under the provisions of this
section. The Comptroller shall draw an order on the Treasurer on or
before fourteen days prior to the date such tax is due to the
municipality, and the Treasurer shall pay such amount to such town
on or before five days prior to the date such tax is due to the
municipality. If for any reason any modification is made to the amount
of tax due, any adjustments to the tax due to any municipality for the
period for which such modification was made shall be made in the
next payment the Treasurer shall make to such municipality pursuant
to this section.

(e) All municipal valuation and enforcement procedures pursuant to
chapters 203, 204 and 205 of the general statutes shall continue to
apply to machinery and equipment covered by this section. The

assessment of any machinery and equipment for which a state
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payment is being made pursuant to this section may be appealed by
the taxpayer in the same manner in which any taxpayer may appeal an
assessment to the board of assessment appeals pursuant to chapter 203

of the general statutes.

Sec. 14. (NEW) (Effective July 1, 2006, and applicable to assessment years
commencing on or after October 1, 2006) (a) As used in this section,
"machinery" and "equipment" shall have the same meaning as in
subdivision (72) of section 12-81, of the 2006 supplement to the general
statutes, as amended by this act, and "municipality" means each town,
city, borough, consolidated town and city and consolidated town and
borough and each district, as defined in section 7-324 of the general
statutes.

(b) Not later than January 1, 2013, the Secretary of the Office of
Policy and Management shall determine the amount due to each
municipality in the state, in accordance with this subsection, as a state
grant in lieu of taxes with respect to manufacturing machinery or
equipment. The grant payable to any municipality under the
provisions of this section in the state fiscal year commencing July 1,
2013, and in each fiscal year thereafter, shall be equal to one hundred
per cent of the property taxes which, except for the exemption
provided pursuant to subdivision (72) of section 12-81 of the 2006
supplement to the general statutes, as amended by this act, would
have been paid with respect to such machinery and equipment on the
assessment list in such municipality for the assessment year

commencing October 1, 2011.

Sec. 15. (Effective from passage) (a) The following amounts are
appropriated from the General Fund for the fiscal year ending June 30,
2006:

(1) Two million dollars to The University of Connecticut for the

purposes of section 1 of this act;

(2) Two million dollars to the center for entrepreneurship account
established in section 2 of this act;
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(3) Two million dollars to the small business incubator account

established in section 5 of this act;

(4) One million dollars to Connecticut Innovations, Incorporated, for
the purposes of subsection (d) of section 32-345 of the general statutes,
as amended by this act; and

(5) Five hundred thirty-five thousand dollars to the Office of the
Business Advocate established pursuant to section 8 of this act.

(b) The funds appropriated in subsection (a) of this section shall not
lapse on June 30, 2006, and shall continue to be available for

expenditure for the fiscal year ending June 30, 2007.

This act shall take effect as follows and shall amend the following
sections:
Section 1 July 1, 2006 New section
Sec. 2 July 1, 2006 New section
Sec. 3 July 1, 2006 32-34
Sec. 4 July 1, 2006 New section
Sec. 5 July 1, 2006 New section
Sec. 6 July 1, 2006 32-344
Sec. 7 July 1, 2006 32-345
Sec. 8 July 1, 2006 New section
Sec. 9 July 1, 2006 12-81
Sec. 10 July 1, 2006, and 12-81(72)(A)
applicable to assessment
years commencing on or
after October 1, 2006
Sec. 11 July 1, 2006 12-63
Sec. 12 July 1, 2006 12-94b
Sec. 13 July 1, 2006, and New section
applicable to assessment
years commencing on and
after October 1, 2006
Sec. 14 July 1, 2006, and New section
applicable to assessment
years commencing on or
after October 1, 2006
Sec. 15 from passage New section
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

—
OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY 07 $ FY 08 $
Department of Economic & GF - Cost See Below See Below
Community Development
CT Innovations Inc. (quasi-public) | Cost See Below See Below
Policy & Mgmt., Off. GF - Cost See Below See Below
UConn GF - Cost See Below See Below

Note: GF=General Fund

Municipal Impact:

Municipalities Effect FY 07 $ FY 08 $
All Municipalities None See Below See Below
Explanation

Section 15 appropriates $7,535,000 from the General Fund from FY
06 carry forward for various programs established in sections 1, 2,5,6,7,
and 8 within the bill. These funds are currently not appropriated
within sHB 5007, the Appropriations Act, as favorably reported by the
Appropriations Committee.

To the extent that the $10 million dollars in FY 06 carry forward
appropriations in sHB 5007, the Appropriations Act, as favorably
reported by the Appropriations Committee, provided to the
Department of Economic and Community Development (DECD) for
Research Based Technology Transfer can be utilized for the various
purposes specified above and in the bill, additional costs will not be

incurred.

Sections 1 and 2 establish two programs at the University of
Connecticut, one for recruiting eminent faculty and one establishing a
Center for Entrepreneurship. Section 15 appropriates $2 million

dollars for each of these purposes.
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Sections 3 and 4 define and establish an early stage venture capital
program to be administered by the Connecticut Innovations Inc. (CII).
No funding is specifically provided for this program.

Section 5 establishes a small business incubator competitive grant
program to be administered by the DECD. Funds for the program are
to be deposited within a separate non lapsing account within the
General Fund established in the bill. ~ Section 15 appropriates $2
million dollars for the grants. The bill does not provide for the costs
associated with administering the program. The DECD will require
an Economic Development Specialist at a full year cost of

approximately $65,000 in FY 07 plus fringe benefits!.

Sections 6 and 7 establish a CII matching grant program for micro
businesses that have received aid under the SBIR and the small
business technology transfer program. Section 15 appropriates $1

million dollars for this purpose.

Section 8 establishes the Office of Business Advocate, within the
Office of Policy and Management, for administrative purposes only. It
is anticipated that the office would require $125,000 to fund the
Business Advocate’s position?. The Business Advocate may, within

available funds, appoint necessary staff and will require additional

1 The fringe benefit costs for state employees are budgeted centrally in the
Miscellaneous Accounts administered by the Comptroller. The estimated first year
fringe benefit rate as a percentage of payroll is 23.6%, effective July 1, 2005. The first
year fringe benefit costs for new positions do not include pension costs. The state's
pension contribution is based upon the prior year's certification by the actuary for the
State Employees Retirement System (SERS). The SERS 2005-06 fringe benefit rate is
34.7%, which when combined with the non pension fringe benefit rate would total
58.3%.

2 The fringe benefit costs for state employees are budgeted centrally in the
Miscellaneous Accounts administered by the Comptroller. The estimated first year
fringe benefit rate as a percentage of payroll is 23.6%, effective July 1, 2005. The first
year fringe benefit costs for new positions do not include pension costs. The state's
pension contribution is based upon the prior year's certification by the actuary for the
State Employees Retirement System (SERS). The SERS 2005-06 fringe benefit rate is
34.7%, which when combined with the non pension fringe benefit rate would total
58.3%.
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funds for supplies and equipment. This will result in additional costs,
as determined by the Business Advocate. It should be noted, that
section 15 of the bill appropriates $535,000 to the Office of Business
Advocate.

Sections 9-14 changes the Payment in Lieu of Taxes for
Manufacturing Machinery and Equipment (PILOT MME) and will

result in the following state costs:

Less: Current

Fiscal Grand Service Budget for Remaining
Year List Year  Total Cost PILOT MME Cost
2008 2006 $78.63 $52.00 $26.63
2009 2007 $107.85 $52.00 $ 55.85
2010 2008 $138.70 $52.00 $ 86.70
2011 2009 $170.20 $52.00 $118.20
2012 2010 $203.00 $52.00 $151.00
2013 2011 $217.95 $52.00 $165.95
All Years Thereafter $217.95 $52.00 $165.95

(All costs expressed in millions)

There is no municipal fiscal impact, as it is anticipated that the state
grant will offset the taxes that would have otherwise been collected
from FY 08-13. After 2013, the grant amount for each municipality is
fixed, and in some instances it may exceed the taxes that a
municipality would have otherwise collected, and in other instances it

may not be sufficient for what would have otherwise been collected.

The Out Years

The annualized ongoing fiscal impact identified above would

continue into the future subject to inflation.
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OLR Bill Analysis
sSB 1

AN ACT CONCERNING JOBS FOR THE 21ST CENTURY.

SUMMARY:

The bill exempts all manufacturing machinery and equipment
(MME) from property taxes and reimburses towns for the revenue loss
after five years. It does so by simultaneously phasing out the current,
limited exemption and phasing in the new one, under which the state

must reimburse towns for the entire revenue loss.

The bill establishes several new programs designed to encourage
and support innovation. It establishes a faculty recruitment and
entrepreneurial center at the University of Connecticut and authorizes
operational funds for small business incubators. It also establishes
new programs at Connecticut Innovations, Inc. to finance early stage
ventures and match federal research assistance. The bill appropriates
$8 million for these programs for FY 2006 and specifies that the funds
carryover to only FY 2007.

Lastly, the bill establishes a Business Advocate Office to help small
businesses identify and access public and private business assistance

programs.

EFFECTIVE DATE: July 1, 2006, except for (1) the provisions
phasing out the current MME property tax exemption, phasing in the
new one, and determining the state reimbursement for the new
exemption, which take effect July 1, 2006 and apply to assessment
years beginning on or after October 1, 2006 and (2) the appropriations

for the innovation programs, which take effect upon passage.

§§ 9-14 - MME PROPERTY TAX EXEMPTION
Exemption and Exemption Phase-In

sSB1/File No. 526 28



sSB1 File No. 526

The bill exempts all MME from local property taxes after a five-year
phase-in, with the full exemption taking effect in the assessment year
beginning October 1, 2011. Currently, only new and newly acquired
MME is exempt from property taxes and then only for its first five

years.

The bill continues the existing five-year exemption program until
the assessment year beginning October 1, 2011. That program will
continue to cover MME acquired between October 1, 2002 and October
1, 2006. At the same time, the bill gradually exempts MME that is six
years old or older from property tax. It phases in the additional
exemption over five years. Between assessment years beginning
October 1, 2006 and October 1, 2011, the bill increases the exempt
portion by 20% per year. The exemption phase-in applies to MME that
(1) is already six years old or older in the October 1, 2006 assessment
year or (2) turns six years old between the October 1, 2006 and the

October 1, 2011 assessment years.

State Payments in Lieu of Taxes (PILOT) and New Payment
Phase-In

Under current law, the state is required to reimburse towns for 80%
of the revenue loss resulting from the five-year property tax exemption
for new and newly acquired MME. But, also under current law, the
80% state PILOT grant must be proportionately reduced in any year in
which the state appropriation for the grant is not sufficient to pay the
full amount to every town. The bill eliminates the authorization for
the proportionate reductions, thus requiring the state to pay the full
80% PILOT for MME exempted under the five-year exemption

program.

In addition to the 80% PILOT for MME that is exempt under the
existing program, the bill requires the state to provide a second
payment to towns for the revenue they lose from the phased-in
exemptions for older MME not covered by the existing program. As
the percentage exemptions for older MME increase during the phase-

in, the bill requires the state payment for those exemptions to increase
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correspondingly. The owner of the older MME continues to pay any
property tax not covered by the state payment during the phase-in.

The table below shows the MME exemption phase-in for each
assessment year from October 1, 2006 through October 1, 2011. Shaded
areas show the years in which MME is under the existing MME
exemption with an 80% state PILOT. White areas show the percentage
exemption applicable to older MME in each year and the

corresponding state payment for that exemption.

PROPERTY TAX EXEMPTION PHASE-IN FOR
MANUFACTURING MACHINERY AND EQUIPMENT

EXEMPTIONS FOR MME ON GRAND LISTS AS OF
10/1/06
Assessment (Note: In shaded years, although MME is 100%
Year exempt, state PILOT is 80% of lost revenue)
Starting Year1 Year 2 Year 3 Year4 Year 5
MME MME MME MME MME
Acquired Acquired | Acquired | Acquired | Acquired
before 10/1/02 10/1/03 10/1/04 | 10/1/05
10/1/02
10/1/06 20% 100% 100% 100% 100%
10/1/07 40% 40% 100% 100% 100%
10/1/08 60% 60% 60% 100% 100%
10/1/09 80% 80% 80% 80% 100%
10/1/10 100% 100% 100% 100% 100%

Exemptions and Payments as of October 1, 2011

The bill permanently exempts all MME from property tax and closes
out the existing five-year MME exemption program at the beginning of
the October 1, 2011 assessment year. Starting with the fiscal year
beginning July 1, 2013, the bill also freezes the state’s annual MME
payment to each town at 100% of the property taxes the town would
have received in the October 1, 2011 assessment year if MME were not
tax-exempt. Each town’s payment remains fixed at that amount for
each fiscal year thereafter, regardless of fluctuations in the value of
MME on a town’s annual grand list. The OPM secretary must

determine the amount of each town’s flat payment by January 1, 2013.
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MME Depreciation Schedule
The bill makes the statutory depreciation schedule for valuing MME

for property tax purposes mandatory instead of optional for towns.
The schedule requires towns to depreciate MME for property tax
purposes to 20% of its original cost over eight years and to maintain
the 20% residual value for as long as the property remains on its grand
list.

Administration

The bill requires towns to certify the amount of property tax due on
MME that is no longer eligible for the 80% PILOT payment under the
five-year exemption program to the OPM secretary annually by
November 15, starting in 2006. The secretary must certify the amount
payable to a town to the comptroller within 30 days; the comptroller
must order the treasurer to pay the amount within 14 days; and the
treasurer must pay the town within five days before the tax is due to
each town. Any needed adjustments to the tax due must be accounted

for in the next payment.

The procedure for certifying the tax due is similar to the current
procedure for certifying the tax under the current MME exemption.
The bill continues the current procedure until March 15, 2011, after
which certification for all MME will be done under the bill’s
procedure. But in terminating the procedure after that date, the bill
also terminates certification for the five-year, 80% exemption for

commercial vehicles.

The bill applies all existing valuation and enforcement procedures
to exempt MME and allows taxpayers to appeal assessments of the
property to local boards of assessment appeals according to existing

laws.

Machinery and Equipment Covered
Under both current law and the bill, the MME exemption covers
machinery and equipment used in biotechnology or installed in a

manufacturing facility and used predominantly for, or in:
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1. manufacturing, processing, or fabricating;

2. manufacturing-related research and development, including

experimental or laboratory research and development;
3. manufacturing-related design or engineering;

4. significant servicing, overhauling, or rebuilding machinery and

equipment for industrial use;

5. significant overhauling or rebuilding of other products on a

factory basis;
6. measuring, testing, or metal finishing; or
7. production of movies or video or sound recordings.

No one may receive a property tax exemption for the same
machinery or equipment under both the bill and either of two existing
exemptions for (1) machinery and equipment in a manufacturing
facility located in a distressed municipality, targeted investment
community, or enterprise zone and (2) machinery and equipment
acquired as part of a technological upgrading of a manufacturing

process.

INNOVATION
§§ 1 & 15(1) - Eminent Faculty Recruitment Program

The bill requires the University of Connecticut’s trustees to establish
a program for recruiting eminent faculty and their research staffs to
the university and appropriates $2 million for FY 06 for it. The
program must target faculty that have demonstrated excellence in their
research fields, want to work collaboratively with other UConn
scientists, and are interested in finding ways to commercialize their

research.

The program must facilitate the recruitment process, with the aim
of accelerating applied research and development in a way that

supports the state’s economic development and promotes core
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competency areas. It must do so by supplementing facility’s
compensation and related personnel and material costs. But it may do

so only if industry or other sources will match its funds.

§§ 2 & 15(2) - Center for Entrepreneurship

The bill requires UConn to establish a center for training the next
generation of entrepreneurs in an experiential manner that would help
the state’s businesses and appropriates $2 million for FY 06 for this

purpose. The center must:

1. train faculty and student inventors in commercialization and

issues that generate business opportunities,

2. allow faculty and students to help technology-based programs

find real time solutions to their business problems, and
3. establish an intellectual property law clinic.

The center must perform some of these tasks in conjunction with
other entities. It must help technology-based companies through the
business school’s accelerator program, and it must establish the clinic
in conjunction with the law school. The center must leverage other
resources by colocating the accelerator program and the clinic with the

nonprofit Connecticut Center for Advanced Technology.

§§ 3 & 4 - Early Stage Venture Capital

The bill establishes program to provide venture capital to people
and new businesses in the early stages of developing new products
and processes. The quasi-public Connecticut Innovations, Inc. (CII)
must administer the program, which must offer the following types of

financing;:
1. preseed (for researching and formulating a concept),

2. seed (for assessing viability of a concept and to qualify it for

start-up financing),

3. start-up (for helping emerging companies or newly formed ones
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with recently developed and commercially viable products),

4. early stage or first-stage (to help companies with fully developed

and test products mass produce them), and

5. expansion (to help companies expand their markets or improve
their fiscal position before they sell stock or offer themselves for

sale to other companies).

The bill specifies how CII must apportion the funds allocated for the

program. CII must allocate at least:

1. 5% for preseed financing,
2. 10% for seed financing,
3. 10% for start-up financing,

4. 15% for early or first-stage financing, and
5. between 40% and 60% for expansion financing.

CII must run the program. It must develop a plan to market it and
establish criteria for providing each type of financing it offers. Its
board must review and approve each application for financing. The
bill allows CII to use up to 3% of the program’s funds to cover
administrative and marketing expenses.

§§ 5 & 15(3) - Small Business Incubator Program

The bill authorizes competitive grants to nonprofit organizations
operating incubator facilities and appropriates $2 million for this
purpose for FY 06. It requires the economic and community
development commissioner to award the grants, which the
organizations can use to cover the cost of operating the facility and
providing programs for small and micro businesses. An organization
qualifies for a grant if its incubator facility provides space, unique
technical resources, and support services to small and micro
businesses.
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An organization applying for a grant must submit an expenditure
plan as the commissioner prescribes. The plan must show if the
organization will use the grants to fund feasibility studies, provide

investment capital, or cover operating costs.

The bill establishes a separate, nonlapsing General Fund account to
fund the grants. The account must contain any money the law requires
to be deposited in the account, and its investment earnings must be
credited to it.

§§ 6-7 & 15 (4) - Matching Grants for Micro Businesses

The bill authorizes matching financial assistance for micro
businesses that receive federal funds under the Phase II Small Business
Innovation Research or Business Technology Transfer programs and
appropriates $ 1 million for this purpose for FY 06. It requires CII to
establish the program for providing this assistance under the
Connecticut Technology Partnership Program, which the bill renames
as the Connecticut Development Research and Economic Assistance

Matching Grant Program.

A business qualifies for matching assistance if it, including its
affiliates, is independently owned and operated and (1) employs fewer
than 50 full-time employees or (2) has gross annual sales under $5
million (i.e.,, micro business). The micro business must use the CII
matching assistance for the same purposes it must use the federal
assistance.

The bill allows CII to decide when micro businesses can apply for

the matching assistance and how. But it requires each application to:
1. indicate the applicant’s principal business location,
2. explain how it intends to use the matching assistance, and
3. provide any other information CII requires.

The bill exempts proprietary information in the application from the
Freedom of Information Act.
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In deciding whether to approve an application, CII must at least
consider the proposed project and proof that the applicant is

satisfactorily participating in the federal program.

§§ 8 & 15 (5) - OFFICE OF BUSINESS ADVOCATE
Purpose
The bill establishes the office within OPM for administrative

purposes only. The office must serve as an information clearninghouse
on public and private business assistance programs and identify and
contact small businesses that could benefit from these programs. In
contacting these businesses, the office must identify their needs,
providing information about the programs that could address them,

and help the businesses access those programs. The bill appropriates
$535,000 to the office for FY 06.

Business Advocate

The governor must appoint the advocate, with the legislature’s
approval. The advocate serves a four-year term, and the governor may
reappoint him to additional four-year terms. Otherwise, he serves
until his successor is appointed and qualified or until he is removed by
law. The advocate must know about businesses, their needs, and the
range of public and private organizations that can address those needs.

He must also have the background needed to run the office.

Staffing and Reporting

The advocate can appoint the staff he deems necessary within
available funds. He may delegate his powers and duties to the staff as
long as he supervises them. The legislature may annually appropriate
funds to cover their salaries and the offices” expenses. The advocate
must submit annual reports to the governor and legislature analyzing

the office’s work.

BACKGROUND
Related Bill

sSB 676, reported favorably by the Finance Committee, has the same
MME exemption.
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COMMITTEE ACTION

Commerce Committee

Joint Favorable Substitute Change of Reference
Yea 26 Nay 0 (03/16/2006)

Finance, Revenue and Bonding Committee

Joint Favorable Substitute
Yea 45 Nay 5 (04/04/2006)
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