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General Assembly File No. 162
February Session, 2024 Substitute Senate Bill No. 284

Senate, March 28, 2024

The Committee on Banking reported through SEN. MILLER of
the 27th Dist., Chairperson of the Committee on the part of the
Senate, that the substitute bill ought to pass.

AN ACT CONCERNING A SECURITY DEPOSIT LOAN ASSISTANCE
PROGRAM.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:
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Section 1. (NEW) (Effective July 1, 2024) (a) As used in this section:
(1) "Commissioner" means the Commissioner of Housing;

(2) "Credit union" means a Connecticut credit union or a federal
credit union, as those terms are defined in section 36a-2 of the general
statutes;

(3) "Eligible financial institution" means a qualified bank or credit
union that has a physical presence in the state and is not subject to (A) a
formal agreement with the Office of the Comptroller of the Currency,
(B) a consent order with, or cease and desist order issued by, the Federal
Deposit Insurance Corporation, (C) a consent order with, or cease and
desist order issued by, the Department of Banking, (D) a letter of
understanding and agreement with, or consent order issued by, the
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National Credit Union Administration, or (E) a finding by the
Department of Banking that the qualified bank or credit union has failed

to comply with a provision of this section;

(4) "Eligible renter" means an individual who (A) is applying to rent
a residential property in the state, (B) is a resident of the state, (C)
demonstrates that the amount of rent proposed in a proposed lease
would not exceed thirty-five per cent of the individual's household
income, and (D) is a member of a low-income household, a veteran, a

victim of domestic violence or a recent college graduate;

(5) "Low-income household" means a group of individuals residing
in a residential property who are eligible for or receive benefits under
HUSKY Health, as defined in section 17b-290 of the general statutes, the
temporary family assistance program, the state supplement program or

any state-administered general assistance program;

(6) "Qualified bank" means a bank or an out-of-state bank, as those

terms are defined in section 36a-2 of the general statutes;

(7) "Recent college graduate" means an individual who graduated
from an institution of higher education not earlier than twelve months

before applying for a security deposit loan under this section;

(8) "Residential property" means a dwelling unit used primarily for

human habitation;

(9) "Veteran" has the same meaning as provided in section 32-5d of

the general statutes; and

(10) "Victim of domestic violence" has the same meaning as provided

in section 17b-112a of the general statutes.

(b) The Commissioner of Housing shall, within available
appropriations, establish and administer a security deposit loan
assistance program to guarantee the repayment of twenty-five per cent
of the outstanding principal of each security deposit loan made by an
eligible financial institution to an eligible renter under subsection (c) of
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this section. A qualified bank or credit union may apply to the
Department of Banking, in a form and manner prescribed by the
Commissioner of Housing, to participate in the security deposit loan
assistance program. Not later than fifteen business days after receiving
the application, the Department of Banking shall determine whether
such qualified bank or credit union is an eligible financial institution and
notify such qualified bank or credit union and the Commissioner of
Housing of such determination. An eligible financial institution may
make security deposit loans to eligible renters pursuant to subsection (c)
of this section.

(c) (1) An eligible financial institution may make a security deposit
loan to an eligible renter, provided:

(A) The requirements set forth in subsection (b) of this section,
including, but not limited to, the requirement that the Department of
Banking determine that the qualified bank or credit union is an eligible
financial institution, are satisfied;

(B) The eligible renter demonstrates to the eligible financial
institution that (i) such eligible renter is (I) applying to rent a residential
property in the state, (II) a resident of the state, and (III) a member of a
low-income household, a veteran, a victim of domestic violence or a
recent college graduate, and (ii) the cost of rent proposed in the
proposed lease would not exceed thirty-five per cent of the eligible
renter's household income if such eligible renter receives the security
deposit loan;

(C) The amount of the security deposit loan does not exceed an
amount equal to the cost of one month's rent;

(D) The eligible financial institution makes the security deposit loan
in accordance with such eligible financial institution's underwriting
policy and standards, except the eligible financial institution shall not
use the eligible renter's creditworthiness or debt-to-income ratio in
determining such eligible renter's eligibility to receive such security
deposit loan;
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(E) The eligible financial institution does not charge interest on the
principal amount of the security deposit loan at a rate that exceeds four
per cent per annumy;

(F) The security deposit loan agreement requires the eligible renter to
repay the security deposit loan in full to the eligible financial institution
not later than twenty-four months after the date of the security deposit
loan by making not fewer than twelve and not more than twenty-four

equal installment payments;

(G) The security deposit loan agreement shall not contain a fee or
penalty for the prepayment or early payment of the security deposit

loan;

(H) The eligible financial institution provides the security deposit

loan funds directly to the eligible renter's landlord;

(I) The eligible financial institution (i) refers the eligible renter to the
2-1-1 Infoline program, and (ii) offers credit counseling services to the
eligible renter or refers such eligible renter to a nonprofit entity that

provides credit counseling services;

(J) The eligible renter pays an application fee of not more than fifty
dollars to the Department of Banking, which the department may use to

pay for rental reporting services;

(K) Before the eligible financial institution provides security deposit
loan funds to the eligible renter's landlord, the commissioner, or any
local or regional nonprofit corporation or social service organization
under contract with the Department of Housing to assist in the
administration of the security deposit loan assistance program
established pursuant to subsection (b) of this section, verifies that the
landlord to which the security deposit will be provided does not have a
history of bringing frivolous or unreasonable claims in small claims

actions or proceedings involving a housing matter; and

(L) The eligible financial institution discloses to the eligible renter in

the security deposit loan agreement that there may be federal tax
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consequences to receiving a security deposit loan pursuant to this

subsection.

(2) An eligible financial institution that makes a security deposit loan
pursuant to this subsection shall notify the commissioner, in writing, not
later than one business day after making such security deposit loan, and
shall disclose such information about the eligible renter as the
commissioner may reasonably request in connection with such security

deposit loan.

(3) No individual shall be eligible to receive more than one security

deposit loan under this subsection.

(4) An eligible renter who receives a security deposit loan under this
subsection shall take part in financial literacy classes, which shall be

made available virtually by the Department of Banking,.

(5) The Department of Banking shall make enrollment and
participation in a service to report on-time rental payments to credit
bureaus available to an eligible renter who receives a security deposit

loan pursuant to this subsection.

(d) (1) If an eligible financial institution is unable to collect from an
eligible renter the full balance of a security deposit loan made under
subsection (c) of this section within twenty-four months after the date
on which such eligible financial institution made such security deposit
loan, such eligible financial institution may make a claim to the
Commissioner of Housing for the recovery of an amount equal to
twenty-five per cent of the outstanding principal of such security
deposit loan, provided such eligible financial institution made a good
faith effort to collect the outstanding principal balance of such security
deposit loan. Such claim shall be made in the form and manner
prescribed by the commissioner, and shall include any information the
commissioner deems reasonably necessary to consider such claim.
Before the commissioner approves and submits such a claim to the
Treasurer for payment to such eligible financial institution, such eligible
financial institution shall demonstrate to the satisfaction of the
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commissioner that the eligible financial institution has made a good
faith effort to collect the outstanding principal balance from the eligible
renter in accordance with the financial institution's loan servicing and
collection policies. Upon the payment of such a claim, the eligible
financial institution shall assign the security deposit loan to the state,
and the commissioner shall have the right to continue collection efforts
on such loan. The commissioner shall submit all approved claims to the
Treasurer, who shall, within available appropriations, pay such claims

from the General Fund.

(2) The commissioner may terminate any security deposit loan issued
under subsection (c) of this section if the financial institution that issued
such security deposit loan misrepresents any information pertaining to
such security deposit loan or fails to comply with any requirement of

this section in connection with such security deposit loan.

(3) The commissioner shall maintain records in the regular course of
administering the security deposit loan assistance program established
pursuant to subsection (b) of this section, including, but not limited to,
a record of the security deposit loans issued and payments made to
honor security deposit loans issued under subsection (c) of this section.
The commissioner shall regularly review such records to determine the
total number of security deposit loans issued and identify duplicative

applications.

(4) If, at any time, the total value of all payments made to honor
guarantees made pursuant to this section exceeds ten per cent of the
total value of all security deposit loans issued pursuant to subsection (c)
of this section, the commissioner shall immediately (A) cease to
guarantee loans made after that date, and (B) notify the Treasurer and
each eligible financial institution (i) of the total value of all payments
made to honor guarantees made pursuant to this section, and (ii) that
the commissioner shall not guarantee loans made after that date.

(e) In assessing an eligible financial institution's community
reinvestment performance under section 36a-32 of the general statutes,
the Banking Commissioner shall consider such eligible financial
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institution's participation in the security deposit loan assistance

program established pursuant to subsection (b) of this section.

(f) Any payment made pursuant to the security deposit loan
assistance program established pursuant to subsection (b) of this section
to any individual receiving temporary family assistance, aid under the
state supplement program or any state-administered general assistance
shall not be deducted from the amount of assistance or aid to which such

individual would otherwise be entitled.

Sec. 2. Subparagraph (B) of subdivision (20) of subsection (a) of
section 12-701 of the 2024 supplement to the general statutes is repealed
and the following is substituted in lieu thereof (Effective January 1, 2025,

and applicable to taxable years commencing on or after January 1, 2025):
(B) There shall be subtracted therefrom:

(i) To the extent properly includable in gross income for federal
income tax purposes, any income with respect to which taxation by any
state is prohibited by federal law;

(ii) To the extent allowable under section 12-718, exempt dividends

paid by a regulated investment company;

(iii) To the extent properly includable in gross income for federal
income tax purposes, the amount of any refund or credit for
overpayment of income taxes imposed by this state, or any other state
of the United States or a political subdivision thereof, or the District of

Columbia;

(iv) To the extent properly includable in gross income for federal
income tax purposes and not otherwise subtracted from federal
adjusted gross income pursuant to clause (x) of this subparagraph in
computing Connecticut adjusted gross income, any tier 1 railroad
retirement benefits;

(v) To the extent any additional allowance for depreciation under
Section 168(k) of the Internal Revenue Code for property placed in
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service after September 27, 2017, was added to federal adjusted gross
income pursuant to subparagraph (A)(ix) of this subdivision in
computing Connecticut adjusted gross income, twenty-five per cent of
such additional allowance for depreciation in each of the four

succeeding taxable years;

(vi) To the extent properly includable in gross income for federal
income tax purposes, any interest income from obligations issued by or
on behalf of the state of Connecticut, any political subdivision thereof,
or public instrumentality, state or local authority, district or similar

public entity created under the laws of the state of Connecticut;

(vii) To the extent properly includable in determining the net gain or
loss from the sale or other disposition of capital assets for federal income
tax purposes, any gain from the sale or exchange of obligations issued
by or on behalf of the state of Connecticut, any political subdivision
thereof, or public instrumentality, state or local authority, district or
similar public entity created under the laws of the state of Connecticut,

in the income year such gain was recognized;

(viii) Any interest on indebtedness incurred or continued to purchase
or carry obligations or securities the interest on which is subject to tax
under this chapter but exempt from federal income tax, to the extent that
such interest on indebtedness is not deductible in determining federal
adjusted gross income and is attributable to a trade or business carried

on by such individual;

(ix) Ordinary and necessary expenses paid or incurred during the
taxable year for the production or collection of income which is subject
to taxation under this chapter but exempt from federal income tax, or
the management, conservation or maintenance of property held for the
production of such income, and the amortizable bond premium for the
taxable year on any bond the interest on which is subject to tax under
this chapter but exempt from federal income tax, to the extent that such
expenses and premiums are not deductible in determining federal
adjusted gross income and are attributable to a trade or business carried
on by such individual;
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(x) (I) For taxable years commencing prior to January 1, 2019, for a
person who files a return under the federal income tax as an unmarried
individual whose federal adjusted gross income for such taxable year is
less than fifty thousand dollars, or as a married individual filing
separately whose federal adjusted gross income for such taxable year is
less than fifty thousand dollars, or for a husband and wife who file a
return under the federal income tax as married individuals filing jointly
whose federal adjusted gross income for such taxable year is less than
sixty thousand dollars or a person who files a return under the federal
income tax as a head of household whose federal adjusted gross income
for such taxable year is less than sixty thousand dollars, an amount
equal to the Social Security benefits includable for federal income tax

purposes;

(II) For taxable years commencing prior to January 1, 2019, for a
person who files a return under the federal income tax as an unmarried
individual whose federal adjusted gross income for such taxable year is
tifty thousand dollars or more, or as a married individual filing
separately whose federal adjusted gross income for such taxable year is
tifty thousand dollars or more, or for a husband and wife who file a
return under the federal income tax as married individuals filing jointly
whose federal adjusted gross income from such taxable year is sixty
thousand dollars or more or for a person who files a return under the
federal income tax as a head of household whose federal adjusted gross
income for such taxable year is sixty thousand dollars or more, an
amount equal to the difference between the amount of Social Security
benefits includable for federal income tax purposes and the lesser of
twenty-five per cent of the Social Security benefits received during the
taxable year, or twenty-five per cent of the excess described in Section
86(b)(1) of the Internal Revenue Code;

(III) For the taxable year commencing January 1, 2019, and each
taxable year thereafter, for a person who files a return under the federal
income tax as an unmarried individual whose federal adjusted gross
income for such taxable year is less than seventy-five thousand dollars,

or as a married individual filing separately whose federal adjusted gross
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income for such taxable year is less than seventy-five thousand dollars,
or for a husband and wife who file a return under the federal income tax
as married individuals filing jointly whose federal adjusted gross
income for such taxable year is less than one hundred thousand dollars
or a person who files a return under the federal income tax as a head of
household whose federal adjusted gross income for such taxable year is
less than one hundred thousand dollars, an amount equal to the Social

Security benefits includable for federal income tax purposes; and

(IV) For the taxable year commencing January 1, 2019, and each
taxable year thereafter, for a person who files a return under the federal
income tax as an unmarried individual whose federal adjusted gross
income for such taxable year is seventy-five thousand dollars or more,
or as a married individual filing separately whose federal adjusted gross
income for such taxable year is seventy-five thousand dollars or more,
or for a husband and wife who file a return under the federal income tax
as married individuals filing jointly whose federal adjusted gross
income from such taxable year is one hundred thousand dollars or more
or for a person who files a return under the federal income tax as a head
of household whose federal adjusted gross income for such taxable year
is one hundred thousand dollars or more, an amount equal to the
difference between the amount of Social Security benefits includable for
federal income tax purposes and the lesser of twenty-five per cent of the
Social Security benefits received during the taxable year, or twenty-five
per cent of the excess described in Section 86(b)(1) of the Internal
Revenue Code;

(xi) To the extent properly includable in gross income for federal

income tax purposes, any amount rebated to a taxpayer pursuant to
section 12-746;

(xii) To the extent properly includable in the gross income for federal
income tax purposes of a designated beneficiary, any distribution to
such beneficiary from any qualified state tuition program, as defined in
Section 529(b) of the Internal Revenue Code, established and
maintained by this state or any official, agency or instrumentality of the
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state;

(xiii) To the extent allowable under section 12-701a, contributions to
accounts established pursuant to any qualified state tuition program, as
defined in Section 529(b) of the Internal Revenue Code, established and
maintained by this state or any official, agency or instrumentality of the

state;

(xiv) To the extent properly includable in gross income for federal
income tax purposes, the amount of any Holocaust victims' settlement

payment received in the taxable year by a Holocaust victim;

(xv) To the extent properly includable in the gross income for federal
income tax purposes of a designated beneficiary, as defined in section
3-123aa, interest, dividends or capital gains earned on contributions to
accounts established for the designated beneficiary pursuant to the
Connecticut Homecare Option Program for the Elderly established by
sections 3-123aa to 3-123ff, inclusive;

(xvi) To the extent properly includable in gross income for federal
income tax purposes, any income received from the United States
government as retirement pay for a retired member of (I) the Armed
Forces of the United States, as defined in Section 101 of Title 10 of the
United States Code, or (II) the National Guard, as defined in Section 101
of Title 10 of the United States Code;

(xvii) To the extent properly includable in gross income for federal
income tax purposes for the taxable year, any income from the discharge
of indebtedness in connection with any reacquisition, after December
31, 2008, and before January 1, 2011, of an applicable debt instrument or
instruments, as those terms are defined in Section 108 of the Internal
Revenue Code, as amended by Section 1231 of the American Recovery
and Reinvestment Act of 2009, to the extent any such income was added
to federal adjusted gross income pursuant to subparagraph (A)(xi) of
this subdivision in computing Connecticut adjusted gross income for a

preceding taxable year;

sSB284 / File No. 162 11
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(xviii) To the extent not deductible in determining federal adjusted
gross income, the amount of any contribution to a manufacturing
reinvestment account established pursuant to section 32-9zz in the

taxable year that such contribution is made;

(xix) To the extent properly includable in gross income for federal
income tax purposes, (I) for the taxable year commencing January 1,
2015, ten per cent of the income received from the state teachers'
retirement system, (II) for the taxable years commencing January 1,
2016, to January 1, 2020, inclusive, twenty-five per cent of the income
received from the state teachers' retirement system, and (III) for the
taxable year commencing January 1, 2021, and each taxable year
thereafter, fifty per cent of the income received from the state teachers'
retirement system or, for a taxpayer whose federal adjusted gross
income does not exceed the applicable threshold under clause (xx) of
this subparagraph, the percentage pursuant to said clause of the income
received from the state teachers' retirement system, whichever

deduction is greater;

(xx) To the extent properly includable in gross income for federal
income tax purposes, except for retirement benefits under clause (iv) of
this subparagraph and retirement pay under clause (xvi) of this
subparagraph, for a person who files a return under the federal income
tax as an unmarried individual whose federal adjusted gross income for
such taxable year is less than seventy-five thousand dollars, or as a
married individual filing separately whose federal adjusted gross
income for such taxable year is less than seventy-five thousand dollars,
or as a head of household whose federal adjusted gross income for such
taxable year is less than seventy-five thousand dollars, or for a husband
and wife who file a return under the federal income tax as married
individuals filing jointly whose federal adjusted gross income for such
taxable year is less than one hundred thousand dollars, (I) for the taxable
year commencing January 1, 2019, fourteen per cent of any pension or
annuity income, (II) for the taxable year commencing January 1, 2020,
twenty-eight per cent of any pension or annuity income, (III) for the

taxable year commencing January 1, 2021, forty-two per cent of any
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pension or annuity income, and (IV) for the taxable years commencing
January 1, 2022, and January 1, 2023, one hundred per cent of any

pension or annuity income;

(xxi) To the extent properly includable in gross income for federal
income tax purposes, except for retirement benefits under clause (iv) of
this subparagraph and retirement pay under clause (xvi) of this
subparagraph, any pension or annuity income for the taxable year
commencing on or after January 1, 2024, and each taxable year
thereafter, in accordance with the following schedule, for a person who
files a return under the federal income tax as an unmarried individual
whose federal adjusted gross income for such taxable year is less than
one hundred thousand dollars, or as a married individual filing
separately whose federal adjusted gross income for such taxable year is
less than one hundred thousand dollars, or as a head of household
whose federal adjusted gross income for such taxable year is less than

one hundred thousand dollars:

Federal Adjusted Gross Income Deduction
Less than $75,000 100.0%
$75,000 but not over $77,499 85.0%
$77,500 but not over $79,999 70.0%
$80,000 but not over $82,499 55.0%
$82,500 but not over $84,999 40.0%
$85,000 but not over $87,499 25.0%
$87,500 but not over $89,999 10.0%
$90,000 but not over $94,999 5.0%
$95,000 but not over $99,999 2.5%
$100,000 and over 0.0%

(xxii) To the extent properly includable in gross income for federal
income tax purposes, except for retirement benefits under clause (iv) of
this subparagraph and retirement pay under clause (xvi) of this
subparagraph, any pension or annuity income for the taxable year
commencing on or after January 1, 2024, and each taxable year
thereafter, in accordance with the following schedule for married

individuals who file a return under the federal income tax as married
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individuals filing jointly whose federal adjusted gross income for such

taxable year is less than one hundred fifty thousand dollars:

Federal Adjusted Gross Income Deduction
Less than $100,000 100.0%
$100,000 but not over $104,999 85.0%
$105,000 but not over $109,999 70.0%
$110,000 but not over $114,999 55.0%
$115,000 but not over $119,999 40.0%
$120,000 but not over $124,999 25.0%
$125,000 but not over $129,999 10.0%
$130,000 but not over $139,999 5.0%
$140,000 but not over $149,999 2.5%
$150,000 and over 0.0%

(xxiii) The amount of lost wages and medical, travel and housing
expenses, not to exceed ten thousand dollars in the aggregate, incurred
by a taxpayer during the taxable year in connection with the donation
to another person of an organ for organ transplantation occurring on or

after January 1, 2017;

(xxiv) To the extent properly includable in gross income for federal
income tax purposes, the amount of any financial assistance received
from the Crumbling Foundations Assistance Fund or paid to or on
behalf of the owner of a residential building pursuant to sections 8-442
and 8-443;

(xxv) To the extent properly includable in gross income for federal
income tax purposes, the amount calculated pursuant to subsection (b)
of section 12-704g for income received by a general partner of a venture
capital fund, as defined in 17 CFR 275.203(1)-1, as amended from time to

time;

(xxvi) To the extent any portion of a deduction under Section 179 of
the Internal Revenue Code was added to federal adjusted gross income
pursuant to subparagraph (A)(xiv) of this subdivision in computing
Connecticut adjusted gross income, twenty-five per cent of such

sSB284 / File No. 162 14
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disallowed portion of the deduction in each of the four succeeding

taxable years;

(xxvii) To the extent properly includable in gross income for federal
income tax purposes, for a person who files a return under the federal
income tax as an unmarried individual whose federal adjusted gross
income for such taxable year is less than seventy-five thousand dollars,
or as a married individual filing separately whose federal adjusted gross
income for such taxable year is less than seventy-five thousand dollars,
or as a head of household whose federal adjusted gross income for such
taxable year is less than seventy-five thousand dollars, or for a husband
and wife who file a return under the federal income tax as married
individuals filing jointly whose federal adjusted gross income for such
taxable year is less than one hundred thousand dollars, for the taxable
year commencing January 1, 2023, twenty-five per cent of any
distribution from an individual retirement account other than a Roth
individual retirement account;

(xxviii) To the extent properly includable in gross income for federal
income tax purposes, for a person who files a return under the federal
income tax as an unmarried individual whose federal adjusted gross
income for such taxable year is less than one hundred thousand dollars,
or as a married individual filing separately whose federal adjusted gross
income for such taxable year is less than one hundred thousand dollars,
or as a head of household whose federal adjusted gross income for such
taxable year is less than one hundred thousand dollars, (I) for the taxable
year commencing January 1, 2024, fifty per cent of any distribution from
an individual retirement account other than a Roth individual
retirement account, (II) for the taxable year commencing January 1, 2025,
seventy-five per cent of any distribution from an individual retirement
account other than a Roth individual retirement account, and (III) for
the taxable year commencing January 1, 2026, and each taxable year
thereafter, any distribution from an individual retirement account other
than a Roth individual retirement account. The subtraction under this
clause shall be made in accordance with the following schedule:

sSB284 / File No. 162 15
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Federal Adjusted Gross Income Deduction
Less than $75,000 100.0%
$75,000 but not over $77,499 85.0%
$77,500 but not over $79,999 70.0%
$80,000 but not over $82,499 55.0%
$82,500 but not over $84,999 40.0%
$85,000 but not over $87,499 25.0%
$87,500 but not over $89,999 10.0%
$90,000 but not over $94,999 5.0%
$95,000 but not over $99,999 2.5%
$100,000 and over 0.0%

(xxix) To the extent properly includable in gross income for federal
income tax purposes, for married individuals who file a return under
the federal income tax as married individuals filing jointly whose
federal adjusted gross income for such taxable year is less than one
hundred fifty thousand dollars, (I) for the taxable year commencing
January 1, 2024, fifty per cent of any distribution from an individual
retirement account other than a Roth individual retirement account, (II)
for the taxable year commencing January 1, 2025, seventy-five per cent
of any distribution from an individual retirement account other than a
Roth individual retirement account, and (IlI) for the taxable year
commencing January 1, 2026, and each taxable year thereafter, any
distribution from an individual retirement account other than a Roth
individual retirement account. The subtraction under this clause shall

be made in accordance with the following schedule:

Federal Adjusted Gross Income Deduction
Less than $100,000 100.0%
$100,000 but not over $104,999 85.0%
$105,000 but not over $109,999 70.0%
$110,000 but not over $114,999 55.0%
$115,000 but not over $119,999 40.0%
$120,000 but not over $124,999 25.0%
$125,000 but not over $129,999 10.0%
$130,000 but not over $139,999 5.0%
$140,000 but not over $149,999 2.5%
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$150,000 and over 0.0%

(xxx) To the extent properly includable in gross income for federal
income tax purposes, for the taxable year commencing January 1, 2022,
the amount or amounts paid or otherwise credited to any eligible
resident of this state under (I) the 2020 Earned Income Tax Credit
enhancement program from funding allocated to the state through the
Coronavirus Relief Fund established under the Coronavirus Aid, Relief,
and Economic Security Act, P.L. 116-136, and (II) the 2021 Earned
Income Tax Credit enhancement program from funding allocated to the
state pursuant to Section 9901 of Subtitle M of Title IX of the American
Rescue Plan Act of 2021, P.L. 117-2;

(xxxi) For the taxable year commencing January 1, 2023, and each
taxable year thereafter, for a taxpayer licensed under the provisions of
chapter 420f or 420h, the amount of ordinary and necessary expenses
that would be eligible to be claimed as a deduction for federal income
tax purposes under Section 162(a) of the Internal Revenue Code but that
are disallowed under Section 280E of the Internal Revenue Code
because marijuana is a controlled substance under the federal
Controlled Substance Act;

(xxxii) To the extent properly includable in gross income for federal
income tax purposes, for the taxable year commencing on or after
January 1, 2025, and each taxable year thereafter, any common stock
received by the taxpayer during the taxable year under a share plan, as
defined in section 12-217ss;

(xxxiii) To the extent properly includable in gross income for federal
income tax purposes, the amount of any student loan reimbursement

payment received by a taxpayer pursuant to section 10a-19m; [and]

(xxxiv) Contributions to an ABLE account established pursuant to
sections 3-39k to 3-39q, inclusive, not to exceed five thousand dollars for
each individual taxpayer or ten thousand dollars for taxpayers filing a

joint return; and
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(xxxv) To the extent properly includable in gross income for federal

income tax purposes, interest deferred by or not charged to an eligible

renter in connection with a security deposit loan issued under section 1

of this act.

This act shall take effect as follows and shall amend the following

applicable to taxable years
commencing on or after
January 1, 2025

sections:
Section 1 July 1, 2024 New section
Sec. 2 January 1, 2025, and 12-701(a)(20)(B)

Statement of Legislative Commissioners:
Throughout Section 1, "person" was changed to "individual" for internal
consistency; in Section 1(a)(3)(A), "Office of the Comptroller of the
Currency of the United States" was changed to "Office of the
Comptroller of the Currency" for consistency; in Section 1(c)(1)(B),
"veteran, victim of domestic violence or recent' was changed to "a
veteran, a victim of domestic violence or a recent" for clarity and internal
consistency; in Section 1(c)(1)(F), "less" was changed to "fewer" for
consistency; and in Section 1(f), "amount of assistance" was changed to
"amount of assistance or aid" for internal consistency.

BA

Joint Favorable Subst. -LCO
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The following Fiscal Impact Statement and Bill Analysis are prepared for the benefit of the members of
the General Assembly, solely for purposes of information, summarization and explanation and do not
represent the intent of the General Assembly or either chamber thereof for any purpose. In general,
fiscal impacts are based upon a variety of informational sources, including the analyst’s professional
knowledge. Whenever applicable, agency data is consulted as part of the analysis, however final

products do not necessarily reflect an assessment from any specific department.

I
OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY25$ FY 26 $ FY27$

Banking Dept. BF - Potential At least At least At least
Cost 145,000 143,000 143,000

Banking Dept. BF - Potential 100,000 - 100,000 - 100,000 -
Revenue Gain 250,000 250,000 250,000

Department of GF - Potential 218,000 291,000 291,000

Housing Cost

State GF - Potential 91,000 121,000 121,000

Comptroller - Cost

Fringe Benefits!

Resources of the | GF - Cost None None Potential

General Fund

Department of GF - Potential None Less than Less than

Revenue Services | Revenue Loss 2,500 2,500

Note: BF=Banking Fund; GF=General Fund

Municipal Impact: None

Explanation

The bill establishes a residential rental security deposit loan program,
resulting in the fiscal impacts described below, all of which are

contingent on lender participation in the program.2

Department of Banking and the Banking Fund

IThe fringe benefit costs for most state employees are budgeted centrally in accounts
administered by the Comptroller. The estimated active employee fringe benefit cost
associated with most personnel changes is 41.25% of payroll in FY 25.

2The bill prohibits eligible financial institutions from using creditworthiness or debt-
to-income ratio in determining loan eligibility and caps the interest rate of these loans
at 4% annually.
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The bill requires the Department of Banking (DOB) to: (1) provide
virtual financial literacy classes to and collect an application fee of up to
$50 from those who receive a loan under the program and (2) enroll loan
recipients in a service to report on-time rental payments to credit

bureaus, if recipients so choose.

Depending on the volume of eligible renters that receive loans under
this program, DOB may be required to hire a banking education
coordinator to administer the virtual financial literacy classes, resulting
in a potential cost of $145,000 (373,000 starting salary, $70,000 fringe
benefits,’ $2,000 other expenses) in FY 25 and $143,000 in each fiscal year
thereafter, subject to employee wage increases.

To the extent loans are offered, and if DOB decides to charge the full
$50 application fee, there is a potential revenue gain to the Banking Fund
of approximately $100,000 to $250,000 annually. It is expected that this
revenue will be used to cover any expenses incurred from the reporting

requirements discussed below.

There is a potential cost to DOB to enroll loan recipients in a service
to report on-time rental payments to credit bureaus. It is expected that
the revenue from the $50 application fee will cover all expenses
involved. However, because DOB does not currently perform this
function, this requirement may, but is not expected to, result in

increased staffing costs to the department.

The bill also requires DOB to determine which lenders are eligible to
participate in the program and consider such participation when
assessing a lender’s community reinvestment performance, resulting in

no fiscal impact to the state.

Department of Housing and Resources of the General Fund

3The fringe benefit costs for employees funded out of other appropriated funds are
budgeted within the fringe benefit account of those funds, as opposed to the fringe
benefit accounts within the Office of the State Comptroller. The estimated active
employee fringe benefit cost associated with most personnel changes for other
appropriated fund employees is 95.61% of payroll in FY 25.
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To the extent lenders are willing to participate in the security deposit
loan assistance program and it can be established in early FY 25, the bill
results in staffing costs for four full-time staff at the Department of
Housing (DOH) to establish and administer certain aspects of the
program. These costs are expected to total approximately $309,000 in
FY 25 and $412,000 in FY 26, and annually thereafter ($218,000 salaries
and $91,000 fringe benefits in FY 25; $291,000 salaries and $121,000

fringe benefits fully annualized).

To the extent loans are offered, there is anticipated to be demand
among eligible renters given the low cost of the loans, particularly for
people with poor credit or high debt-to-income ratios. If the average
security deposit loan under the program is approximately $2,000, the

state would be guaranteeing up to $500 per loan on average.

State costs to the resources of the General Fund for payments to
lenders could exceed $100,000 annually, depending on the number of
loans issued and the non-payment rate.* Given the time lags involved
(for the program to make loans, tenants to stop making payments, and
lenders to make a good faith effort to collect debts prior to making a
claim to DOH), costs to pay lender claims are not anticipated before FY
27 at the earliest.

While DOH would have the authority to continue collection efforts
on loans for which lenders make claims, DOH does not have debt

collection staff. Therefore, no revenue from collections is anticipated.
Department of Revenue Services

The bill also establishes a state income tax exemption for interest
deferred by or not charged to a renter with a security deposit loan,
resulting in a potential General Fund revenue loss of less than $2,500
annually beginning in FY 26. The actual amount depends on: (1) lenders

participating in the program, (2) interest rates charged, and (3) the

4The bill limits state guarantee costs by requiring the program to stop guaranteeing
new loans when payments to lenders for existing loan guarantees exceed 10% of the
total value of issued loans.
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amount of interest deferred or not charged to participants.

The Out Years

The annualized ongoing fiscal impact identified above would
continue into the future subject to participation of eligible financial
institutions, the number of loans applied for by eligible renters, state
payments made on loan guarantees, inflation, and employee wage

increases.
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OLR Bill Analysis
sSB 284

AN ACT CONCERNING A SECURITY DEPOSIT LOAN ASSISTANCE
PROGRAM.

SUMMARY
This bill requires the Department of Housing (DOH), within available

appropriations, to establish and administer a low interest loan program
for residential rental security deposits that generally guarantees
repayment of 25% of each loan’s outstanding principal due to
participating lenders. The bill establishes an associated state income tax
exemption for interest deferred by or not charged to a renter with a
security deposit loan that is included in their gross income for federal

income tax purposes (§ 2).

Under the bill, eligible banks, out-of-state banks, and credit unions,
as the Department of Banking (DOB) determines, may make program
loans. Loan recipients must also meet certain eligibility criteria (e.g.,

state residency, rent to household income ratio, and household income).

The bill requires those who receive a program loan to (1) pay an
application fee of up to $50 to DOB, which it may use for rental reporting
services, and (2) participate in financial literacy classes that DOB makes
available virtually. DOB must also make enrollment and participation
in a service to report on-time rental payments to credit bureaus available

to loan recipients.

EFFECTIVE DATE: July 1, 2024, except the tax exemption is effective
January 1, 2025, and applicable to tax years beginning on or after that
date.

SECURITY DEPOSIT LOAN ASSISTANCE PROGRAM
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Eligible Participants

Lending Institutions. Under the bill, Connecticut banks or credit
unions, federal banks or credit unions, and out-of-state banks may serve
as program lenders (“eligible financial institutions”) as long as they
have a physical presence in the state and are not subject to certain
enforcement actions. The excluding enforcement actions include the

following;:

1. formal agreement with the federal Office of the Comptroller of

the Currency;

2. consent order with, or cease and desist order issued by, the

Federal Deposit Insurance Corporation or DOB;

3. letter of understanding and agreement with, or consent order

issued by, the National Credit Union Administration; and

4. DOB finding that the bank or credit union failed to comply with

the program requirements.

The bill requires institutions interested in participating in the
program to apply to DOB as the DOH commissioner prescribes. DOB
must determine an institution’s eligibility to participate within 15 days
after receiving the application and so notify the applicant and the DOH

commissioner.

Loan Recipients. The loan program is available to prospective

residential rental tenants (“eligible renters”) who:
1. are Connecticut residents;

2. are members of low-income households, veterans (i.e., members
of, or honorably discharged or released honorably from, active
service in the armed forces), recent college graduates (i.e.,
graduated not more than 12 months before applying for the
program), or domestic violence victims (i.e., abused or subject to
extreme cruelty by things like physical, mental, or sexual abuse,

or deprivation of medical care); and
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3. can show that the proposed lease rent amount does not exceed

35% of their household income.

For the purposes of the program, a “low-income household” is a
group of people living in a residential property who are eligible for or
receive benefits under HUSKY Health (i.e., Medicaid and the state
children’s health insurance program), the temporary family assistance
program, the state supplement program, or any state-administered

general assistance program.

The bill specifies that benefits to anyone receiving temporary family
assistance, aid under the state supplement program, or any state-
administered general assistance are not reduced by security deposit

loan assistance program payments.

Rental Security Deposit Loan Terms

Under the bill, approved lenders may make loans to prospective
renters of up to one-month’s rent for paying a security deposit. A
prospective renter must show the lender that he or she (1) is applying to
rent a residential property in Connecticut and (2) meets the program’s
tenant eligibility requirements (see Loan Recipients, above). The bill
limits people to receiving one loan under the program. The loan
agreement must require the recipient to fully repay the loan within 24
months by making between 12 and 24 equal installment payments.

The bill generally requires the lenders to make the security deposit
loans using their underwriting policies and standards; creditworthiness
and debt-to-income ratios may not be used to determine loan eligibility.
It caps interest on the loan’s principal at 4% annually and prohibits the
loan agreement from having fees for early payment or prepayment of
the loan. Additionally, the bill requires lenders to:

1. refer prospective renters to the 2-1-1 Infoline program,

2. offer credit counseling services to the renters or refer them to a
nonprofit that provides these services, and

sSB284 / File No. 162 25



sSB284 File No. 162

3. disclose in the loan agreement that there may be federal tax

consequences from receiving a program loan.

The bill allows the DOH commissioner to end any program loan if
the issuing lender misrepresents any information about the loan or fails

to comply with any of the bill’s requirements related to the loan.

Direct Payment to Landlord

Under the bill, the lender issuing the loan must send the loan funds
directly to the renter’s landlord. However, the DOH commissioner, or a
local or regional nonprofit or social service organization under DOH
contract to help administer the loan program, must first verify that the
landlord has no history of bringing frivolous or unreasonable small

claims actions or proceedings involving housing issues.

The bill requires a lender that makes a loan to notify the DOH
commissioner in writing within one business day after doing so. The
notice must include the loan-related information about the renter that

the commissioner reasonably requests.

State Guaranty

The bill allows lenders that are unable to collect the full amount of a
program loan from the borrower within 24 months after they made the
loan to make a claim to DOH for 25% of the outstanding principal
balance. However, they must first make a good faith effort to collect the

outstanding funds.

Under the bill, the DOH commissioner sets the process for making
claims. A claim must (1) include any information she finds reasonably
necessary to consider it and (2) show, to her satisfaction, that the lender
made a good faith effort to collect the funds according to its loan
servicing and collection policies. If the DOH commissioner approves the
claim, she submits it to the treasurer for payment, within available

appropriations, from the General Fund.

The bill requires a lender that receives a claim payment to assign the

defaulted loan to the state, which gives the DOH commissioner the
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authority to continue collection efforts.

When the total value of all payments made to honor guarantees
exceeds 10% of the total value of issued program loans, the bill requires
the DOH commissioner to immediately stop guaranteeing new loans.
She must also notify the treasurer and each participating lender of the
total value of all payments made to honor guarantees and that she will
not guarantee loans made after that date.

Other Provisions

Recordkeeping. The bill requires the DOH commissioner to keep
records on the program’s administration, including the loans issued and
payments made to honor the loans. She must regularly review the
records to determine the number of issued loans and identify duplicate

applications.

Community Reinvestment Performance. The bill requires the DOB
commissioner to consider security deposit loan assistance program
participation when assessing an eligible financial institution’s
community reinvestment performance. By law, this assessment is of a
bank’s or credit union’s efforts to help meet the credit needs of the entire
community, including low- and moderate-income neighborhoods. It is
used by DOB when making decisions on an application for things like
opening new branches, relocating main offices, or mergers.

COMMITTEE ACTION

Banking Committee

Joint Favorable
Yea 11 Nay 1 (03/12/2024)
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