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PREFACE

This document 1is designed to be a reference tool for legislators
interested in putting the state’s revenue and budget picture in
historical perspective. Over twenty years of historical data on major
state taxes and some of the basic expenditure items most often asked
for by state legislators is provided. Additionally, a section
pertaining to major issues covering a wide range of state programs or
funds of interest to legislators is included as a source for quick
reference,

The dominant feature of this report is the fiscal year presentation of
two or more decades of revenue and expenditure data organized to
enable the user to quickly locate key facts and statistics related to
state revenues and expenditures. For each tax, revenues are shown by
fiscal year along with their percentage changes, tax rates, and major
legislative tax Dbase changes through the years. Budget data have a
similar format.

Other socioeconomic measures provide additional information for

evaluating state economic performance. They include selected measures
of employment, personal income and population. Comparisons between
revenues, expenditures and selected inflation measures are also made.

The information and data are compiled from numerous authoritative
sources as referenced. In some cases the entire set of data is taken
directly from the source while in some instances adjustments are made
to provide consistency among data elements. Where data adjustments are
made descriptive footnotes are included.

Any comments or sucgestions as to the data contained herein or to the
method of presentation would be appreciated.
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GENERAL & TRANSPORTATION FUND REVENUE

TOTAL TAX AND TOTAL REVENUE
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TOTAL GENERAL FUND TAXES AND REVENUES

Total General (2,3, 4]

Total [1,3,43 Fund

Fiscal Taxes Yearly Revenues Yearly
Year (000) % Change {000) % Change
1960 4 215,446 - 4 282,605 -
1961 219,076 1.7 291,295 3.1
1962 283,500 29.4 358,855 23.2
1963 306,413 8.1 400,490 11.6
1964 326,860 6.7 424,256 5.9
1965 371,522 13.7 471,293 11.8
1966 402,865 8.4 531.889 12.9
1967 417,367 3.6 552,641 3.9
1968 488,117 17.0 621,442 12.5
1969 521,604 6.9 681,553 9.7
1970 720,587 38.2 904,518 32.7
1871 771,592 7.1 986,893 9.1
1272 974,109 26.3 1,221,118 23.7
1973 1,136,449 16.7 1,424,814 16.7
1974 1,082,626 {(4.7) 1,457,580 2.3
1975 989,972 (8.6) 1,531,700 5.1
1976 1,190,859 20.3 1,688,660 10.3
1977 1,347,095 13.1 1,845,148 9.3
1978 1,416,999 5.2 2,010,454 9.0
1979 1,571,678 10.9 2,222,152 -10.5
1980 1,691,442 7.6 2,394,072 7.7
1981 1.924,827 13.8 2,660,88%9 11.2
1982 2,177,215 13.2 2,994,491 12.5
1983 2,395,150 10.0 3,233,889 B.0
1984 2,937,758 22.7 3,840,243 ig.8
1985 3,341,273 13.7 4,373,453 13.9
1986 L[521 3,651,220 9.3 4,865,398 11.3

Source: Based on figures contained in the Annual Report of the
Comptroller, various years,

LN L N A L

£1] Figures prior to 1975 include motor fuel taxes to make them comparable
with later years when the Transportation Fund was merged with the General
Fund.

£L2] For comparability with fiscal years beginning with 1975, when the
Transportation Fund became part of the General Fund, figures prior to 1975
include revenues from the Highway Fund less certain non-own source revenues
(i.e., federal aid agreements, federal highway safety grant agreements,
miscellaneous agreements with towns, etc.) For Fiscal Years 1978 to 1983
betting taxes are included with transfers-Special Revenue in the "Other
Revenues" portion of the Comptroller’s 3tatement.

£3]1 Figures from 1966 to 1974 include Public Service Taxes to make them

comparable with other yeara. From 1966 to 1974 Public Service Taxes went
into the Public Service Tax Sinkling Fund and not to the General Fund.

E43 Beginning with Fiscal Year 1984 a separate Transportation Fund was
established. For comparability with prior fiscal years motor fuel taxes
are included in total taxes and total general fund revenues include
Transportation Fund amounts.

C5] Commencing in Fiscal Year 1986 refunds of taxes 1is changed from a
budgeted account to a revenue adjustment., For consistency with prior years
refunds of taxes are included in the totals.

-
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DATES OF ADOPTION OF MAJOR STATE TAXES BY STATE

Individual Corporate General Distilled
State Income Income Sales Gasocline Cigarettes Spirits L:

Alabama 1933 1933 1936 1923 1935 -
Alasksg 1949 [b] 1949 - 19486 ‘1949 1945
Arizona 1933 1933 1933 1921 1933

Arkansas 1929 1929 1538 1921 1929 1935
California 1935 1929 1533 1923 1959 1935
Colorado 1937 1937 1935 1919 1964 1933
Connecticut 1969 Ckb1 1915 1947 1921 1935 1337
Delaware 1917 1957 - 1923 1943 1933
Florida - 1371 1949 1921 1943 1935
Georgia 1929 1929 1951 1921 1937 1937
Hawail 1901 1201 1935 1932 1939 1939
Idaho 1931 1931 1965 1923 1945 -
Illinois 1969 1969 1933 1927 1941 1934
Indiana 1963 1963 1933 1923 1947 1933
Iowa 1934 1934 1933 1925 1921 -
Kansas 1933 1933 1937 1925 1927 1948
Kentucky 1936 1936 1360 19290 1936 1934
Louisiana 1334 1934 1938 1921 1832 1934
Maine 1969 1969 1951 1923 1941 -
HMaryland 1937 1937 1947 1922 1958 1933
Massachusetts 1916 1919 1966 1929 1339 1933
Michigan 1967 1967 1933 1925 1947 -
Minnesota 1933 1933 1967 1925 1347 1934
Mississippl 1912 1921 1932 1922 1932 1966
Missouri 1917 1917 1934 1925 1955 1934
Montana 1933 1917 - 1921 1947 -
Nebraska 1967 1367 1967 1925 1947 1935
Nevada - - 1955 1923 1947 1935
New Hampshire 1923 [b] 1970 - 1923 1939 -
New Jersey 1976 1958 1966 1927 1948 1933
New Mexico 1933 1933 1933 1919 1943 1934
New York 1919 1917 1965 1929 1939 1933
Borth Carolina 1921 1921 1933 1921 1969 -
North Dakota 191¢ 1919 1935 1919 1927 1936
Ohio 1971 1971 1934 1925 1931 -
Oklahoma 1915 1931 1833 1923 1933 1959
Oreqon 1930 1929 - 1919 1965 -
Pennsylvania 1971 1935 1953 1921 1937 -
Rhode Island 1971 1947 1947 1525 1935 1933
South Carolina 1922 1922 1951 1922 1923 1935
Seuth Dakota - - 1933 19272 1923 1935
Tennessee 1931 Cb] 1923 1947 1923 1925 1939
Texas - - 1961 1923 1931 1935
Ucah 1931 1931 1932 1923 1923 -
Vermont 1931 1931 1969 1923 1937 -
Virglnia 1916 1915 1966 1923 1960 -
Hashington - - 1933 1921 1935 -
West Virginia 1961 1967 1933 1923 1947

Hiaconsin 1911 1911 1961 1928 1939 1934
Wyoming - - 1935 1923 1951 -

fal Excludes excises by the states that own and
Stores operate under siate supotersiom. operate liquor stores, and by North Carolina where county

ﬁb] Taxes are limited: Connecticut (capital gains onl
. y and dividends in FY 1 ;
{interest and dividends). Alaska abolished its individual income tax in 1980?72 New Hempshire and Tenesse

Source: Advisory Commission on Intergovernmental Relations, and Commerce Clearing Housze.




A, Personal Income Taxes

-10-






PERCENT

PERCENT

TOTAL DIVIDENDS AND INTEREST TAX REVENUES AND RETURNS

100

{111, Q—

7777 777 77
50 —,,7/’,}/% 7 ;’f,_: s f;/ j.:/j-/}/ji/’é
I 7 27
sq;iﬁﬁﬁ LS
A VLA P
70 —;’f j//”f‘j;:/:’/ ’,{;:;” {/f:"c < /Z;{’f J;f/ i"{;’ f;&‘;
N A 77
VI A0 A
70 0 iz
YL ;ﬁ&f&iﬁi ffiéﬁffi
P27 SO A

w0 77 7 A VA
, /’/’/ (L] ,////
BN~
20 w,-i//,/ / // } NN /x’%//
/"/x/? \\ Y /{‘,J///
o L2 M
N S \ N N

o BN NN N

FROM INDIVIDUALS OVER 65 YEARS OF AGE

DIVIDENDS TAX

A 777 VA7,
e I

;/,;‘

WIIN
NN
7N
m
N

)

SO NN S

1

.

2
I~

7

.
N

h, R J ., ~, ™. "
AT RN N\
\ NN SO NN >
AN NN N NN AN ;\~ I
AETUAN REVENUE RETURN REVENUE
1084 1985
] 65 AMD OVER UNDER 5

INTEREST TAX

RETURN REVENLHE RETURH

1684 1885
[ [ B5 AND OVER UMDER 85

-12-

REVENUE



(G8/T/T) IDV mCAJ Papniosxe ST 2WOLUT
qUBWSITI53 DPEOATI®A PU®T £3TANDSE TRINOS (T 36GT Vd

*{S8/1/T) SWODUT 33U
£,WaTI Y3 UT DOPNIOUT OSTE £BM YO TUM
sWODUT 350433UT JO JUNOWE 2Yj ‘Xeq SWOdUT
4£6359UT WOJ] 30NPOP UBD (UOT3RiIodIND
SERUTENG TTBWS HUTIDNSTe UR UT SASPIOYSIBYS (T

*L3TTTIQRTIT X®3 PAJRUT]3sSS

JT8U3 3O %05 03 Tenbs awvai swosuf

JTeYl JO Yjuow YIXIS Sy} uf juswied

PRIFUIZES UR 83 PW 35NW QQ7E JO SS8dXa

UT ST £3TTTET] X®J 3§8I83UT ¥ SPUSPIATP
pejewIlse asoym STENPTAIDUT +8/1/1 butuulHsg (I

{(€B/T/1) 000°0GS
15®sT a® ST JHY JT 3€09I33UT R SPUIPTATID UO %ET-%9 (T

*A3TTTQRIT X®) PRjeWElsas JATaY3 JO %06 03 Tenbs

aeed SWODUT ATsY3 IO yauow 9 syl uTl jusuded

POIBWIASS UP oYBU ISNU HOrE JO £580%0 UT A3T1IQeIT
Xe] DPSIPEWIISS YITa4 STRNDPIATDUT £8/1/7 Butuulbag

*T8/T/1 2ATRO93IT
(oT®s 30 23%¢p a9yl burpsosad Atejelpsum] syzuocm
Z1 34s IO 9 J0J 22uaplsad Jo 20vTd Tedroulad ®
sem Ajasdoad aleas-3J0-3Nn0 3Y3 JT 4ATUu0 PIUTRTD
2q 4vw 3Tpsdd 9Y3l) 3IPLSAD B SE PIWIBID oQ

Aew 9q¥viE JAayjour 03 pred saxel sutevb Te3Tded (1

00°0T$ uey3 ssoI
ST DOm0 JUNCWE USUYM DPOJBUTINTIS XBI (1990 403 L3TTTQRId

0007025 UBU3 153®33b IOV JT FPUSPIATIP UO %6-T

(SL/T/T)
000078 ueys I9qeaxb IOV IT %/ 3€ DPIXE] SPUIPTATQ

peteadad Xv]l SPUSPIATY

EL/T/T
PSPNTOXe SPUSPTATP JSTIQJ °"XB3} WNWTUTW (0°S%5 PRIBUTIWITI
(uoTssag TeIdadg *OnyY *g Yd) DPIPNToUT SPUSpTaAld

ATuo suteb Te3rded

sabuey) oeeq

ISTUAINT ANV SONFATAIQ SNIVD TYLILYD

FET-%1

%ET-%9

%6-1

%L
%9

%9
%9
%9
%9

o9ey

1 4

AR

69T

L°91
€702
RAL!
Pl
L°LT

S°TLE
(€°L2)
(£°£9)

(9°97)
T i8¢
T°1T1

Y0€* LIE

ZEVIZOE

YES 68T

B859°€81

9ZLYLET

98L°LTT
£56°001
LBV €8
£6G°GL
§YE68

BZY0S
PLGET
149781

B0B’ 06
ZZ6°09
LLE'OT
916°% &

(000)

sanuaasy

LT3

9861

586T

$861

£86T

Z86T

1861
086T
6L6T

BL6T
LLET

9L6T
SL61
PLET

€461
ZL6T1
TL6T
0L61

1es}

TEOET]

-13-



‘853834 SNOTIRA ‘IBTTOAZANOD 838IE aUY3 JO 3Jodey [enuuy syl !82Jn0g

‘X'l SPUIPIATQ ¥ Sules (e3tde) s2y3 woiJ 3dwaxs ST Xej swoduyl o3e3sy 03 308fqns awodul T3

“046T 03 Aotad XE], SPUSPTATI ¥ SUTRO TB31de) INDTII3UUCH OU SBM 83al]l :230N

*(98/T/1) 000°%5% 3S®ST 3@ ST IOV IT
SPUSPTATD ¥ 38839qUT U0 %7T-%T JO 81wy XBL /6f ¥Vd %2T-%T1 N N L4861

TUINgSed TeiSpal B HUT{TI 107
Aaesssosu (9487 98Uyl m0OTaq ST I9Y IT XBI
sutren Te3Tde) ayl WOFI STeNPTATPUT s3dwexd :GG6% ¥d

(58/T/1) ¥Xe3 03 302[qns swoduT IsaIajutf
WOAF PIMOTTE ST [BMBIDYJITH ATaes Jo
®#snesaq pPejTSII0] 3§2489UT I0J UCTIANDSD ¥V 169% W4

(G8/1/1) ¥®3 sureb tegrden
woay 3dusks 2i® (SuTeb relTdEd

30 BATISNTIX8®) 000°Q1% URY3 sSsa1
I9Y¥ buTaA®y pUT I9A0 10 §9 SaAILedXB] (€

(S8/T/T) %LT-%T 01 PpesTALd
SDUSPIATIP DU®R 2388J37UT U0 s27®d XBL (7

gabury)y oseg a1ey abuey) % (000} ABBE
At1aeag ganusssy IB2STg

~-14-



CAPITAL GAINS, DIVIDENDS AND INTEREST
BREAKDOWN BY TYPE OF TAX
(5000)

Revenues Due To:

Fiscal Capital Dividends & Undefined Estimated

Year Gains Interest Audit Payments Total C13
1970 4,916 NA NA 4,916
1971 10,331 : NA NA 10,331
1972 17.788 41,903 1.277 60,968
1973 14,768 34,789 1,060 50,617
1974 18.7%6 Repealed NA 18,796
1975 13,578 NA NA 13.578
1976 14,731 34,702 1,057 50,490
1977 17,310 40,780 1,243 59,333
1978 21,064 49,621 4,908 75,593
1979 21,991 53,019 8,477 83,487
1980 29,757 59,639 11,557 100,953
1981 33,091 69,161 15,534 117,786
1282 37,451 81,459 18,B1s 137,726
1983 £21 43,868 B6,770 18,596 34,424 183,658
1984 75,385 116,597 11,035 86,517 289,534
1985 73,711 104,884 23,579 100,258 302,432
1986 107,041 81,622 25,995 102,646 317,304

NA = Not Applicable.

L1] For the years 1978-1982 the total capital gains and dividends tax is distributed
between dividends and capital gains based on actual collection data. For the years
1372-1973 and 1976-1977 the distribution is based on 1978's distribution figure.

C23 Beginning 1/1/83 individuals with estimated tax liability in excess of 3200 must
make estimated payments equal to 50% of their estimated tax liability in the 6 month
of thelr income year. A tax on interest income is taxable In accordance with the
existing tax on dividends.

Source: Department of Revenue Services.
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Adjusted Gross Income

$20,000
22,000
24,000
28,000
30,000
35,000
40,000
50,000
100,000

Totals

Adjusted

g 50,000
60,000
70,000
B0, 000
90,000
100,000
150,000
200,000
300,000

TOTALS

under §
under
under
under
under
under
under
under
under 1
& over

20,000
22,000
24,000
28,000
30,000
35,000
40,000
50,000
00,000

£13

Gross Income £23

No AGI
under
under
under
‘under
under
under
under
under
& over

60,000
70,000
B0,000
90,000
100,000
150,000
200,000
300,000

DIVIDENDS TAX REVENUES
BY LEVEL OF ADJUSTED GROSS INCOME
OVER 65 YEARS OF AGE

(3000)
Dividends Tax Revenue & Returns
for Income Years:
1877 1978 1982
Rate Returns Amount Returns Amount Returns Amount
19 - 99 g 2 143 3 21
1% 1,224 3 75 1,263 B0 1,458 B9
2 1,071 143 1,196 157 1,685 204
3 1,671 379 1,952 415 3,132 628
4 753 249 841 279 1,428 392
[ 1,454 837 1,541 B4e6 3,119 1,418
7 1,064 828 1,281 917 2,435 1,549
7.5 1,492 1,627 1,680 1,646 3,279 2,754
8 2,464 4,799 2,808 5,161 5,793 8,833
9 1,472 11,570 1,506 12,593 2,948 21,851
12,684 20,507 14,007 22,095 25,420 $37,745
1984
Rate Returns Amount
149 & 931
6% 2,802 2,079
8 1,855 2,383
10 1,219 2,302
12 839 2,305
12 640 1,920
13 1,671 7,314
13 709 4,614
13 556 5,449
13 603 18,556
11,043 847,856
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OVER 65 YEARS OF AGE (continued)

{£000)
Dividends Tax Revenue & Returns
for Income Years:
1985
Percent

Adjusted Gross Inconme Rate Returns Amount Total

under § 50,000 69 $ 241 0.6%
$ 50,000 under 54,000 1% 1,341 165 0.4
54,000 under 58,000 2 1,088 279 0.7
58,000 under 62,000 3 918 414 1.0
62,000 under 66,000 4 758 468 1.1
66,000 under 70,000 5 672 562 l.4
70,000 under 74,000 (Y 577 655 1.6
74,000 under 78,000 7 479 617 1.5
78,000 under 82,000 8 4906 572 1.4
82,000 under B6,000 9 399 777 1.9
B6,000 under 90,000 10 314 718 1.7
990,000 under 100,000 12 672 1,827 4.4
100,000 under 150,000 13 1,792 7,387 17.7
150,000 under 200,000 13 732 4,154 10.1
200,000 & Qver 13 1,299 22,875 54.8

TOTAL 11,514 $41,750 100.0%

Source: Department of Revenue Services
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INTEREST TAX REVEN(
BREAKDOWN BY LEVEL OF ADJUSTED GROSS INCOME

(5000)

Interest Tax Revenue and Returns for Income Years:

1983 1384
Adjusted Gross Income Rate Returns Amount Returns Amount
under $ 50,000 2,181 5 3,603 2,441 $ 2,311
% 50,000 under 60,000 6% 29,556 7,432 30,620 11,503
60,000 under 70,000 8 17,473 6.913 19,6586 B,270
70,000 under 80,000 10 10,900 5,955 12,294 7,187
B0, 000 under 90,000 12 7.412 5,709 8,241 6,357
90,000 under 100,000 12 4,938 3,971 5,878 5,009
100,000 under 150,000 13 11,302 12,625 13,602 15,602
150,000 under 200,000 13 3,773 6,404 4,629 7,841
200,000 under 300,000 13 2,915 6,926 3,557 8,703
300,000 & Qver 13 2,560 18,977 3,164 22,610
TQTALS $3,010 $78,515 104,082 £95,793
1985 Percent
Returns Amount Total
under $ 50,000 2,177 s 1,060 1.3%
$ 50,000 under 54,000 1 11,637 671 0.8
54,000 under 58,000 2 12,660 1,170 1.4
58,000 under 62,000 3 11,381 1,477 1.8
62,000 under 66,000 4 9,741 1,716 2.1
66,000 under 70,000 5 8,218 1,828 2.2
70,000 under 74,000 '3} 6,917 1,967 2.4
74,000 under 78,000 7 5,749 1,95% 2.4
78,000 under B2,000 8 4,995 2,038 2.5
82,000 under B6,000 9 4,211 2,016 2.4
86,000 under 90,000 10 3,654 2,076 2.5
90,000 under 100,000 12 7,207 5,074 6.1
100,000 under 150,000 13 17.175 16,993 20.5
150,000 under 200,000 13 5,730 8,014 9.7
200,000 & Over 13 8,291 34,798 42.0
TQTALS 119,743 £82,857 100.0%

Source: Department of Revenue Services
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INTEREST TAX REVENUES
BY LEVEL OF ADJUSTED GROSS"INCOME
OVER 65 YEARS OF AGE
{5000}

Interest Tax Revenue and Returns
for Income Years:

1584
Adjusted Gross Income {1} Rate Returns Amount

No AGI 154 $ 582,300

g 50,000 under 60,000 6% 2,997 2,815,593

50,000 under 70,000 8 1,950 2,742,592

70,000 under 80,000 10 1,281 2,401,166

80,000 under 90,000 12 880 2,239,635

90,000 under 100,000 12 670 1,764,546

100,000 under 150,000 13 1,720 5,617,632

155,000 under 200,000 13 733 2,870,642

200,000 under 300,000 13 565 3,307,824

300,000 and gver 13 611 8,551,617

TOTAL 11,571 $32,893,547

1985
. Percent
Adjusted Gross Income Rate Returns Amcunt Total
under g 50,000 68 [} 172 0.6
$ 50,000 wunder 54,000 1% 1,447 218 0.8
54,000 under 58,000 2 1,152 354 1.3
58,000 wunder 62,000 3 979 430 1.5
62,000 under 66,000 4 823 523 1.9
66,000 under 70,000 5 731 586 2.1
70,000 wunder 74,000 5 625 626 2.2
74,000 under 78,000 7 504 569 2.0
78,000 wunder 82,000 8 431 622 2.2
82,000 wunder 86,000 9 427 690 2.5
86,000 wunder 90,000 10 336 706 2.5
90,000 under 100,000 12 721 1,641 5.5
100,000 wunder 150,000 13 1,857 5,514 19.7
150,000 wunder 200,000 13 767 2,760 9.9
200,000 & Qver 13 1,327 12,553 44.9
TOTAL 12,195 527,963 100.0%

{1} Beginning with income year 1/1/83 interest 1s taxed in accordance with this schedule.

Source: Department of Revenue Services
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B. Business Taxes
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FYB6 REVENUFE ($4.8 BILLION)
BUSINESS TAXEY (20.4%)

CORPORATION TAX (18.6#)

OIL COMPANIES (0.8%)
N INSURANCE (4.4}
' PUBLIC SERVICED (5.6%)

OTHER TAXES (52.3%)

FY76 REVENUE ($1.69 BILLION)
PUSINZBS TAXES (18.64)

INSURANCE (2.8%)
, OIL COMPANIES (0.0%)

OTHER TAXES (53.0%)

Y OTHER REVENUE (20.5%)
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CORPORATION TAX CREDITS

Connecticut offers eight different tax credits to taxpayers liable for
the Corporation Business Tax.

The table below indicates the number of returns which claimed a
particular tax credit and the total dollar amount claimed.

Amount

Number of Claimed

Type of Credit Returns FY 1984
Neighorhood Assistance 90 5 461,078
New Facilities 71 391,704
Industrial Haste 24 158,981
Apprenticeship 48 148,864
Enterprise Zones 6 143,822
Air Pollution Abatement 14 108,030
Hork Education 27 23,837
Day Care Center 1 500
TOTALS 281 51,437,816

Source: Department of Revenue Services, 1984-85 Annual Report.
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ACCELERATED COST RECOVERY SYSTEM
AND THE CONNECTICUT CORPORATION BUSINESS TAX

The legislature, during the 1985 session, modified the decoupling
provision by limiting a firms depreciation deduction to 88% of their
federal depreciation for their 1985 income year. The full deduction
was delayed one year until income year 1986 and thereafter (PA
85-159). The portion of federal depreciation that a firm may take is

as follows:

Corporate Income Federal Depreciation

Year Allowed

1981 96%

1982 91

1983 84

1584 77

1985 88

1986 and thereafter 100

In 1981, Congress adopted the Accelerated Cost Recovery System (ACRS)
for firms to use in calculating depreciation. Connecticut corporation
tax statutes at that time followed the federal practice. Since the
effect of ACRS was to reduce the net income of firms, corporation tax
receipts to the State would drop. In order to postpone this expected
decrease in State corporate tax revenues, the legislature passed PA
81-7 during the November Special Session to decouple from ACRS.
Decoupling was the term used to denote that Connecticut corporation
tax law was changed to eliminate the statutory references which tied
Connecticut law to federal law with regard to depreciation.

The act had two major provisions, decoupling and recapture., The first
provision, decoupling, limited the amount of depreciation that a firm

could take by providing them with two alternative options as shown
below:

1. The first option limited the amount of depreciation that a firm
could take to a percentage of federal depreciation as follows:

Corporate Income’ Federal Depreciation
Year Allowed
1981 96%
1982 91
1983 84
1984 77
1985 100

The percentages of federal depreciation allowed were selected
based on"data which indicated that the revenue loss associated
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with ACRS would be eliminated.

2. Under the second option firms could elect to take deductions
based upon the federal depreciation schedule available prior to
January 1, 1981 (that is, prior to ACRS).

Recapture, the second major provision, recognized that decoupling
prevented corporations from fully depreciating their assets for state
tax purposes. In order to allow full depreciation to occcur, a section
was included to allow for recapture. Beginning with the 1984 income
year, firms would recapture 20% of their depreciation which had been
disallowed in the 1981 income year. In the 1985 income year, firms
would recapture 20% of their depreciation which had been disallowed
in the 1981 and 15982 income years. Recapture would continue until the
1891 income year when firms would recapture the last 20% of their
depreciation which had been disallowed during the 1984 income year.
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RATE INCREASES GRANTED TO
MAJOR PUBLIC UTILITIES BY THE
DEFPARTMENT OF PUBLIC UTILITY CONTROL

Decision Dates

Amount [1]
Year Month Utility (Millions})
1574 October CL&P $25.3
HELCO 22.4
1975 June SNET 48.8
1976 December C21 CL&P (12.0)
HELCO (9.6)
1977 October CL&P 22.6
HELCO 12.4
December SNET 33.8
1979 January E31 CL&P 6.6
HELCO 3.6
June CL&P 53.7
HELCO 32.3
1980 October SNET B5.3
CL&P Bl.6
HELCO 43.0
Novemher SNET 16.3
1981 November CL&P 123.5
HELCO 62.5
1982 November SNET 89.2
December [43 CL&P 101.7
1983 December CL&P 99.4
1985 Qctober L5] CL&P (1.6) (10/8B5-6/8B6)
Ul {0.5) (10/85-6/86)
SNET - Southern New England Telephone
CL&P - Connecticut Light and Power

HELCO - Hartford Electric Light Company
Ul United Illuminating

i

£11 The amount of revenue increase to the utility resulting from
the rate decision.

{21 The decline 1n revenues 1s overstated because the revenue
figure assumes that the new rate structure would be in effect
for a full year. However, the implementation of the rate
structure was delayed because of court appeals and was only
in effect from May 1, 1977 through November 28, 1977. The
estimated revenue amounts are 37.0 million for CL&P and 5.6
million for HELCO.

[31 The rate increases granted to CL&P and HELCO are surcharges
resulting from a court case.

£41 HELCO merged with CL&P.

£5]1 CI.aP and UI reguested that the DPUC decrease 1ts rates to
reflectt the decrease in the gross earnings tax authorized
under PA 85-159. This act reduced the tax on sales of gas or
electricity to residential customers from 5 percent to 4

percent (effective 10/1/85}).
Source: The Department of Public Utility Control.
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STATE TAX CONSEQUENCES OF THE
DEREGULATION OF THE
TELECOMMUNICATIONS INDUSTRY
AND THE DIVESTITURE OF AT&T

Background: Telecommunications

Until the late 1870’'s., American Telephone & Telegraph (AT&T) provided
virtually all of the business and residential phone service across the
United States, AT&T provided this service through its network of 23
Bell Operating Companies and its equipment and long distance
subsidiaries. AT&T provided local exchange service, intrastate and

interstate long distance service. In Connecticut, Southern New England
Telephone Company (SNET), New York Telephone and Woodbury Telephone
Company provided local exchange service and intrastate long distance

service. SNET was the primary supplier. SNET and Woodbury were not
Bell Operating Companies but New York Telephone was.

The nature of the telecommunications industry changed substantially as
a result of the deregulation of the industry, the divestiture of AT&T
and because of rapid technological change. Deregulation made the
industry increasingly more competitive by allowing telecommunications
equipment manufacturers and long distance telephone carriers to
compete with AT&T. The divestiture of AT&T in 1984 of its Bell
Operating Companies ended AT&T's wvirtual monopoly of the
telecommunications industry and allowed competition in almost all
phases of the telephone portion of the market. To prevent the Bell
Operating Companies from using their monopolies over local exchange
telephone service to stiffle competition their services were (1)
limited to regions called Local Access Transport Areas (LATAs) {(LATAs
essentially correspond to area codes) and {(2) they were required to
provide equal access to all long distance carriers.

Because GONET was not a Bell Operating Company it was not subject to
the above restrictions. As a result SNET: (1) may continue to provide
intrastate long distance service and (2) may offer interstate services

in the future,

The major companies which provide long distance service include MCI,
Sprint, Western Union and AT&T. These companies currently provide
interstate 1long distance service to and from Connecticut but do not

actually provide intrastate 1long distance service in direct
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Connecticut’‘s taxation of telecommunications companies prior to PA
84-392 was based upon conditions which existed prior to deregulation
and divestiture. Additionally the imposition of the tax was becoming
more inegquitable because rapid technological changes occuring within
the industry made it increasingly difficult to identify all of the
firms engaged in the various phases of telecommunications. As a result
telecommunications companies were taxed based upon whether or not they
were a public service company and subject to regulation by the DPUC.
Thus some telecommunications firms were taxed while others were not
simply because they were not regulated by Connecticut.

Public Service Companies:

Firms: SNET, Woodbury, N.Y., Tele and AT&T

State Taxes: 9% Gross Earnings Tax
11.5% Corporation Business Tax
Sales Tax - Sales Exempt for Phone Service;
Equipment Leasing Taxable

Local Taxes: Real Property Tax
Personal Property Tax - Exempt

Not considered Public Service Companies:
Firms: MCI and Sprint

State Tax: 11.5% Corporation Business Tax

Local Taxes: Real & Personal Property

This obsoclete distinction of classifying companies as to public
service or not was eliminated in PA 84-392 by defining
telecommunications to include other than a regulated, public service
company. Other statutory changes are discussed in the following
section.

Chronology of Legislation

The 1legislature has recognized that the telecommunications industry
has changed dramatically since the late 1270's and has responded by
trying to reflect these changes in state law. Since 1984, four public
acts have been passed and three separate studies have been authorized.
A summary of the major provisions of each act is provided below.

1. PA B4-392
a. Intrastate Competition

The act continued SNET's., Woodbury’'s and New York Tele's
market dominance on intrastate long distance and local

telephone service (i.e.. excluded Sprint, MCI and AT&T). The
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act imposed a moratorium on intrastate long distance

telecommunications services for public use by companies
which were not promoting them in Connecticut before January

1, 1984.

The moratorium: Begins 7/1/84
Ends 2/15/85

{The moratorium was subsequently extended by PA 85-1 and PA
85-187, see below)

Interstate Competition

By defining telecommunications to include other than a
regqulated monopoly the act also made telecommunications
service companies providing interstate services in

Connecticut between July 1, 1284 and December 31, 1984
(Sprint and MCI) temporarily subject to the 9% gross
earnings tax and were allowed a credit egual to their
personal property tax. Access charges, which are payments
from interstate service providers to local service providers
for access to the local exchange network, were deducted from
gross receipts.

Study

The act established an industry - funded task force to study
telecommunications regulation and tax policy. The task force
was to report to the General Assembly by January 1, 1985 on
the following issues including:

(1) The effect of competition for intrastate long distance
business on loccal telephone rates
{(2) Steps which should be taken to assure universal service

{3} The extent to which competitors of SNET should be
regulated

{(4) How the costs of customer access to the intrastate long
distance network should be allocated
(5) The impact of bypass on local telephone rates

{6) The. method of taxing telecommunications service
' companies

The study made a number of policy recommendations. The major
ones are listed below.
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(1)

(2)

{3}

{4}

{5}

(6)

Revise the definition of 'Telecommunications Service’
to acknowledge technological changes and the changing
federal requlator environment

Revise the state’s system of taxation to insure:

{a} That all firms providing telecommunications
services are taxed equally and

{b) That state revenues are maintained

Expand the Siting Council jurisdiction to include
towers used to provide telecommunications services
regardless of who owns them. Currently, the Council has
jurisdiction for siting of cable television towers and
telecommunications towers owned or operated by the
State or a public service company

Preserve universal service

Require the DPUC to study, and report the finds to the
General Assembly on the following topics:

(a) Establish standards in order for firms to provide
interexchange, intrastate. long distance service

(b) Specify the type of regulation to be used to
requlate telecommunications service providers

{c) The General Assembly should specify that the DPUC
is to permit competition to exist and should not

unduly restrict it or the flexibility of different
pricing approaches

Require the DPUC to establish regulations requiring
universal service for firms wishing to provide
intrastate long distance service.

PA B5-1

This

act extended the moratorium on competing intrastate

long distance telecommunications services from February 15,
1985 to July 1, 1985. (This act was superseded by PA 85-187)

Pa 85-187

1.

Intrastate Competition Prohibited
This act prohibited most intrastate competition until

the Spring of 1987 when the DPUC completes its study.

Study

_40_..



The act requires the DPUC to conduct a study on the
merits of intrastate competition. The DPUC must file a
report to the General Assembly by January 1, 1987. If
competition is recommended the DPUC must submit an
implementation plan. The General Assembly has until the
last day of the regular session to approve or modify
the plan. BShould no action be taken by the General
Assembly, the plan would be disapproved and the
moratorium on competition would continue. The DPUC
would then resubmit a plan to the General Assembly
every two years until competition was approved by the
General Assembly.

4. PA 85-508

1.

2.

3.

The act extends the temporary 9% gross earnings tax on
interstate telecommunications companies one more year

from December 31, 1884 to December 31, 1985.

Study

A task force established to study taxation of telephone
service companies must report to the General Assembly
by December 1, 1985.

Corporation Business Tax

a. All firms are subject to this tax

Taxation of Telecommunication Companies
{as of January 1, 1985)

State Taxes:

1.

S% Gross Earnings Tax:
a. access charges paid by interstate firms are not

subject to the tax

b. firms paying personal property taxes receive a 100%
credit.

Sales and Use Tax:

a. sales or lease of telecommunications equipment are
subject to the tax

Corporation Business Tax:
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a. all firms subject to this tax.

Local Taxes:
1. Personal Property Tax:

a. firms engaged in providing intrastate services are

exempt

b. interstate long-distance carriers, not previously

requlated by the DPUC are subject to the tax. (i.e.,
AT&T is exempt)

2. Real Property Tax:
All real property is subject to the tax
5. PA 86-410

1. This act imposes a 6.5% gross receipts tax on
competitive, interstate telecommunications services and
subjects the egquipment used to provide competitive
services to local personal property taxation. These
provisions are to apply through December 31, 1989.

2. For rate-regulated, intrastate firms the act continues
the current method of taxation (i.e., the 9% gross
earnings tax and the personal property tax exemption.

3. Intrastate. rate-regulated firms are required to pay
two-ninths of their annual 9% gross receipts tax
liability directly to towns where they operate. Payments
are apportioned according to the number of access lines
in each town to the statewide total.

4. The act establishes a procedure for apportioning taxable
personal property among towns for companies which

provide both competitive and monopoly telecommunications
services.

Taxation of ftelecommunications companies.
(as of July 1, 1986)

STATE TAXES:
A. Intrastate - Rate-Regulated Monopoly Service
1. State Taxes:

(a) Gross Receipts Tax
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. Tax Rate: 9%
. Tax base includes

{1} Rate-regulated services

(2) Revenue from subscriber line charges required
by FCC:

. $2/1ine/mo. - residential and single-line
businesses

55.65/1line/mo - multi-line customers

(3) All access charges received from interstate
companies

(b} Corporation Business Tax
11.5% on incomé earned in Connecticut
{(c} Bales Tax
. Phone service exempt

. Equipment leasing taxable

2. Local Taxes:

+ Real Property Tax
. Personal Property Tax-Exempt

3. Major firms

. SNET, Woodbury, N.Y. Telephone

B. Interstate - Competitive Service
1. State Taxes:
(a) Gross Receipts Tax

. Tax rate: 6.5%
. Tax base includes all earnings from transmissions:

(1) Rendered entirely in Connecticut

(2) Which originate in Connecticut and are billed to
Connecticut

{3} Which terminate in Connecticut and are billed to
Connecticut
{(b) Corporation Business Tax

11.5% on income apportioned to Connecticut
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{c) Sales Tax

. Phone service exempt
. Equipment leasing taxable

2. Local Taxes:

. Real Property Tax
. Personal Property Tax

Source: 1. The Report for the Connecticut Telecommunications Task

2. Various documents submitted to the Telecommunications
Taxation Task Force by the telecommunications industry.
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C. Excise Taxes
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MOTOR FUELS TAX
BREAKDOWN BY TYFE OF TAX
($000.,000)

Motor Fuels Tax

Fiscal Total Special Motor Carrier
Year Revenue Gasoline Fuels Road Tax
1976 157.6 144.7 3.5 3.4
1977 162.8 150.2 9.0 3.6
1978 164.5 150.0 10.7 3.8
13879 168.8 153.3 11.6 3.9
1980 158.3 142.5 11.6 4.2
1981 153.7 138.0 11.5 4.2
1982 154.7 137.8 12.8 4.1
1983 166.5 146.9 15.4 4.2
1984 202.0 176.6 19.6 5.8
1885 227.0 198.0 22.1 6.9
1986 244.3 210.7 26.1 7.5

Source: The Annual Report of the State Comptroller, various years and the
Department of Revenue Services, comparative statement of tax revenues.
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D. Legalized Gambling
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REVENUE FROM LEGALIZED GAMBLING
FY 1085-88 ($234.1 MILLION)

GREYHOUND (4.1%)
JAI-ALAL (8,381 T

018 (B.1%)

LOTTERY (B1.5%)

REVENUE FROM LEGALIZED GAMBLING
FY 107877 ($48.5 MILLION)

LOTTERY {33.0%)

JAI-ALA] {28, B%)

o18 (17.2%)
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TAKEOUT REQUIRED BY STATTTE

o —— L R D R Y OGP U — ks A D £ ke (X W T P

Approzimate Amount

O0TB Takecut Returned to Bettor
A. Pari-Mutuel Pool 17% + Brezkage 83%
B. Pari-Mutuel Pool 19% + Brezkage 81%

{includes multiple
forms of wagering
known as Daily
Double, Exacta &

Quinella)
C. Pari-Mutuel Pool Up te 25% (but not 75%
(includes multiple less than 17%)

forms of wagering
on three or more

animals)
Betting
A. Horse Racing 17% + Breakage B3%
B. Jail Alai 18% + Brezkage B2%
C. Dog Racing 18.5% + Ereakage B1.5%

Note: &.) Takeout - That portion of the amsunt wagered or "Handle® which
is not returned to the bettors.

b.) Breakage - A tax equal to one-half of the breakage to the dime
is imposed on each facility. Breakage results from rounding the
payoffs to the lower dime.
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Fiscal Year

1971-1972 [£2] Weekly

1972-1973
1973-1974
1974-1975
1975-1976
1876-1977
1977-1978
1978-197%

1979-1980

1980-1981

Heekly
Weekly
Heekly
Heekly
Instant

Heekly

‘Instant

Daily

Heekly
Instant

Daily

Weekly
Instant

Daily

Weekly
Instant
Daily

Heekly
Instant

Daily

LOTTERY REVENUES

COMPARISON OF GROSS SALES
WITH AMOUNTS TRANSFERRED TO THE

GENERAL FUND

Gross Sales

$ 17,288,925.50
34,711,849.00
30,752,727.50
30,894,815.50
29,493,098.50
41,927,201.00

$ 71,420,299.50

8 25,824,711.50
23,826,954.00
13,082,292.00

S 62,733,957.50

$ 19,201,917.50
41,863,247.00

46,391,128.50

107,456,293.00

o

12,871,166.00
49,725,859.00
58,327,191.00

$ 120,924,216.00

$ 11,525,566.00
45,505,5%0.00
73,167,966.50

$ 130,195,122.50

s .10,103,356.00
56,162,297.00
84,695,066.00

$ 150,960,719.00

_72_

Transfers to
General Fundfll

$ 8,150,000.00
16,500,000.00
16,000,000.00
15,000,000.00
13,500,000.00
18,400,000.00

—— i ——— i —

$ 31,900,000.00

$ 9,392,885.50
11,748,936.00
4,200,000.00

$ 25,341,821.50

4 8,190,050.00
18,200,000.00

15,400,000.00

$ 41,790,050.00

$ 3,917,000.00
18,200,000.00
21,000,000.00

$ 43,117,000.00

$ 3,500,000.00
17,735,048.00
33,300,000.00

$ 54,535,048.00

$ 1,503,000.00
21,500,000.00
34,650,000.00

——— o ——— i A s . -

$ 57,653,000.00

Percent of
Gross Sales
Transferred
to General
Fund

——————

47.1
47.5
52.0
48.6
45.8
43.9

44.7

36.4
49.3
32.1

40.4

42.7
43.5

33.2

38.9

30.4
36.6
36.0

35.7

30.4
38.0
45.5

41.9

14.9
38.3

40.9

38.2



rercent or
Gross Sales

Transferred
Traznsfers to to General
Fiscal Year (Gross Sales General Fund[ 13l Fund

. W ——— —— e wm e —— - —— - o — e

1581-1982 Weekly $ 10,374,509.00 $ 2,400,000.00 o 23.1
Instant 53,.811,277.00 21,800,000.00 40.5
Daily 105,858,579.50 46,800,000.00 44,2
8 170,044,365.50 $ 71,000,000.00 41.8
19821983 Heekly $ 14,169,658.00 $ 4,100,000.00 28.9
Instant 56,039,768.00 22,825,000.00 40.7
Daily 118,462,915.00 53,575,000.00 45,2
$ 188,672,345.00 $ 80,500,000.00 42.7
1983-84 Heekly $ 11,824,652.00 $ 2,975,000.00 25.2
Instant 67,029,466.00 24,700,000.00 36.9
Daily 131,497,615.00 59,000,000.00 44.9
Lotto 44,062,100.00 18,750,000.00 42.6
$ 254,413,833.00 $105,425,000.00 41.7
1984-85 HWeekly L33 § 7,334,605.00 0 0
Instant 74,473,823.00 31,300,000.00 42.0
Daily 144,166,658.00 64,500,000.00 44 .7
Lotto 118,481,848.00 53,000,000.00 44.7
$ 344,456,934.00 $l48,800,000.00 43.2
1985-86 Instant $ 75,370,000.00 $ 30,500,000.00 40.5
Daily 152,562,000.00 67,700,000.00 44 .4
Lotto 201,180,000.00 92,650,000.00 46.1
$ 429,112,000.00 $190,850,000.00 44.5
TOTAL FISCAL
1972-1986 $2,144,042,401.00 $906,561,920.00 42.2

C13 Transfers to the General Fund occur in December and June for the
Instant and Daily games and occur quarterly for the Lotto and Heekly game.

£23 Fiscal year 1971-1972 covers period from 2-15-72 through 6-30-72.

£33 The Weekly game was eliminated on 7/1/B5.

Source: The Division of Special Revenue.
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- Fiscal Year

1875-1976

1576-1977

1877-1978

1978-1979

18679-1980

Bridgeport
Hartford
Plainfield

Bridgeport
Hartford
Milford
Plainfield

Bridgeport
Hartford
Milford
Plainfield

Bridgeport
Hartford
Milford
Plainfield

Bridgeport
Hartford

Milford
Plainfield

Handle

8,817,984
11,828,615
64,877,042

A e e e e -

85,523,641

143,282,563
81,955,826
22,924,682

125,554,151

373,717,222

80,355,797
74,909,044
74,834,590
97,983,478

328,082,909

85,290,424
72,942,500
78,605,961
100,421,789

337,260,664

79,237,640
66,250,611
74,280,918
90,672,151

310,441,320

—TA~

JAI ALAT AND DOG TRACK REVENUES
COMPARISON OF HANDLE WITH AMOUNTS
TRANSFERRED TO THE GENERAL FUND

Transfers To

General Fund [17

-

r

O 4

225,332.94
384,240.95
4,924,535.73

5,534,109.62

7,539,664.27
4,215,515.48

949,904.10
9,8987,028.63

22,602,112.48

4,850,207.76
4,708,104.86
4,556,745.57
B8,119,338.74

22,234,396.93

5,092,827.24
4,199,321.28
4,.416,804.60
7,806,376.87

21,515,329.99

4,739,780.99
4,188,854.4¢6
4,738,019.40

©7,176,367.57

20,843,022.42

Percent of
Handle
Transferred
To General
Fund

[ R&}) Ol W
] ] o e o 0 . { ¢ o =
[Ve g ool Sl 1] Ul i Oh

1

'--lileFlA.lO = 1 Moo o W Wo =1

@ | e a e 1]
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Percent of
Handle
Transferred

Transfers To To General

Fiscal Year Handle General Fund [C13 Fund

1980-1981 Bridgeport 77,774,090 4,659,929.44 £.0
Hartford 64,345,696 3,930,326.786 6.1
Milford 67,491,423 4.096,218.34 6.1
Plainfield 95,088,262 7,517,523.99 7.9
304,699,471 20,203,998.53 6.6
1981-1982 Bridgeport 74,928,969 4,475,312.93 6.0
Hartford. 82,564,493 4,934,239.35 6.0
Milford 68,414,263 4,090,059.28 6.0
Plainfield 104,240,017 8,145,684.51 7.8
330,147,742 21,649,2%96.07 6.6
1982-1983 Bridgeport 73,761,454 4,412,450.00 6.0
Hartford B0,742,255 4,845,766.00 6.0
Milford 73,840,305 4,479,478.00 6.1
Plainfield 114,441,553 9,253,891.00 8.1
~ 342,785,567 22,991,585.00 6.7
1¢83-84 Bridgeport 76,023,172 4,545,535.00 6.0
Hartford B0,161,353 4,883,719.00 6.1
Milford 74,934,748 4,519,801.00 6.0
Plainfield 117,337,700 9,791,910.00 8.4
348,456,973 23,741,065.00 6.8
1984-85 Bridgeport 73,251,677 4,3B5,626.00 6.0
Hartford B6,417,%00 5,218,887.00 6.0
Milford 80,131,514 4,843,054,00 6.0
Plainfield 118,501,313 9,875,591.00 8.3
358,302,404 24,323,158.00 6.8
1985-86 Bridgeport 90,631,000 5,276,000.00 5.8
Hartford 86,064,000 5,006,000.00 5.8
Miiford 64,879,000 3,776,000.00 5.8
Flainfield 118,981,000 $.657,000.00 8.1
g 360,555,000 § 23,718,000.00 6.5

TOTAL FISCAL
1976-1986 $3,479,972,913 $229,356,074.00 6.5

£1l3 Transfer of money to the state occurs monthly

Source: The Division of Special Revenue.
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MUNICIPAL SHARE OF REVENUES
FROM STATE GAMING

BETTING

Dog And Jai Al;l ————— Horse
Fiscal
Year Population Population

Under Over Under Over

50,000 50,000 50,000 50,000
1977 .25% .25% .25% 1.0%
1978 5% 1.0 % .25% 1.0%
19793 5% 1.0% .25% 1.0%
19890 5% 1.0% .25% 1.0%
1581 5% 1.0% . 25% 1.0%
1582 -5 % 1.0% .25% 1.0%
1983 .5 % 1.0% 25% 1.0%
1984 5 % 1.0% .25% 1.0%
1985 5 % 1.0% .25% 1.0%
1986 5 % 1.0% .25% 1.0%
1987 .5% 1.0% .25% 1.0%

Note: 1) Municipal share is based on total money wagered.

OTB

.25%
.23%
.25%
«25%
. 25%
.25%
. 25%
.40%
.40%
. 40%
1.0%

(Eff.
1/1/87)

2} Municipalities receive no monies from the operation of the

state lottery.
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E. Sales Taxes
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SALES TAX EXPENDITURES
(In Millions)

LINE TAX EXPENDITURE
NO. EXEMPTION FY 1885 FY 1986
11A Resale-Labor/Services $ 109.74 g 158.15
11B Resale-Lease/Rent 54.03 25.52
11C Resale-Sale of Goods 1,965.99% 2,0B5.16
12 Subscription 12.14 17.13
13 Children’s Clothing 15.15 21.23
14 Livestock, Fertilizer, Feed 7.53 8.12
15 Food for Human Consumption 229.01 229.74
16A Fuel for Heating 81.72 71.15
16B Fuel for Motor Vehicles 127.53 128.36
17 Aviation Fuel 1.60
18 Machinery Used in Agric./Mfgqg.

Production or Commerical Fishing 15.14 16.41
19A Qut-of-State Sales Labor/Services 89.78 93.94
19B Out-of -State Sales Leases/Rentals 18.56 23.60
138C OQut-of-State Sales of Goods 1,183.40 1,0B4.42
20A Prescription Medicines 22.50 32.69
20B Non-prescription Medicines (1) 18.56
20A Charitable Labor/Services 46.54 60.64
21B Charitable Leases/Rental 4.56 4.40
21C Charitable Sale of Goods 352.03 371.48
22 Industrial/Agric. Mat., Tools, Fuel 75.31 97.07
23A Cogeneration Tech. - .33
23B Pollution Abatement Leases/Rentals 0.07 .84
23C Pollution Abatement Sale of Goods 1.69 1.53
24 Non-taxable Labor/Services 137.03 175.44
25 Horses _ .71 .59
26A Trade-ins 20.21 16.50
26B Trade In Const. Equip. - .33
27 Taxed Goods Returned w/in 90 days 4.84 4.30
28 Lease/Rental Cancelled w/in 90 days 0.86 .53
29 Connecticut Aircraft Sales 0.05 .06
30 Oxygen, Plasma, etc. - Sale of Goods 2.04 2.73
31 Oxygen, Plasma, etc. - Lease/Rental 0.49 .60
32 Print for Future Deliv. Out-of-State 1.32 l1.61
33 Non-profit Ambulance Sale/Lease/Rent 0.12 .23
34A Clothing/Footwear Under £50.00 16.94(2) 17.15(3)
34B Clothing/Footwear Under $75.00 - 70.60(4)
35 Low-Moderate Housing-Sale of Goods 0.32 .60
36 Low-Moderate Housing-Lease/Rental 0.02 .78
38 Other Adjustments 298.77 286.81

TOTAL TAX EXPENDITURE $4,900.14 35,130.93
{l) Effective 7/1/85
(2) Effective 4/1/85
{3) Reflects 7/1/85 - 9/30/85
(4) Effective 10/1/85

Source: Department of Reveﬁue Services
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CONVENTION AND VISITORS COMMISSIONS
AND COLISEUM AUTHORITIES

Single municipalities with populations of 85,000 or more, and
municipal districts with a combined population of 85,000 or more, may
establish convention and visitors commissions and coliseum
authorities.

Municipalities and municipal districts which have established
convention and visitors commissions or coliseum authorities may elect
to receive either:

1. 50% of the state tax receipts collected on admission tickets
for events in a municipally-owned facility or

2. 1.5% of the sales taxes paid on hotel room rentals.
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ROOM OCCUPANCY TAX RECEIPTS
RETURNED TO DISTRICTS
BY FISCAL YEAR

District 1983

Central CT Convention and Visitors
. District
New Britain 8 75,918

CT Valley Tidewater Commission
Middletown 67,799

Hartford City Treasurer
Hartford 754,616

Housatonic Valley Travel Commission
Danbury 134,936

Litehfield Hills Visitors Municipal
District
New Preston 78,908

New Haven Coliseum Authority
New Haven 339,298

Stanford Coliseum Authority
Stamford 528,796

Southeastern CT Tourism District
New London 213,532

Raterbury Conventlon and Visitors
Commission
Haterbury 162,056

Bridgeport Convention and Visitors
Commission
Byridgeport established
5/1/83

East of the River Convention and
Visitors Commission

Manchester eatablished
5/1/83
Farmington Valley/Hest Hartford
Visitors Bureau established
5/1/83
Tobatcco Valley Tourist District
Enfield eatablished
5/1/83
0Olde Towne Tourism District
Hetherafield established
5/1/84
Gateway Tourism District
Milford established
5/1/84
Northeast-Windham Area Travel
Council
Brooklyn established
S/1/B4
Norwalk/Wilton Convention &
Visitors District
KRorwalk established
5/1/85
Total Revenue to Diatricts $2,355,856

Source: Department of Revenue Services

1984 1985
$ 90,870 $101,938
77,569 88,874
826,826 964,740
177,21% 219,732
76,452 101,611
394,944 421,126
717.563 951,804
252,053 279,975
188,653 206,037
109,086 160,158
42,665 115,515
34,920 137,749
157,409 186,833
70,692
205,827
23,738

3,146,227 44,236,348

-] -

1986

$ 1loc,521

109,640

1,024,728

252,126

97,316

353,411

272,814

293,528

266,714

89,807

117,643

143,099

224,468

B6,B86

259,699

40,944

92,511

84,571,854
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III, State Budget: An Overview
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GENERAL BUDGET EXPENDITURES
BY PISCAL YEAR

Total
Fiscal Expenditures Percent .
Year (000) Change

1560 s 309,796

1961 318,937 3.0
1962 359,621 12.8
1963 377,834 5.1
1964 411,201 8.8
1965 433,324 5.4
1966 532,526 22.9
1867 553,074 3.9
1968 - 683,215 23.5
1969 787,611 15.3
1570 B75,633 11.7
1971 1,047,147 19.0
1972 1,176,361 12.3
1573 1,339,589 13.9
1974 1,412,429 5.4
1875 1,613,786 14.3
1876 1,683,143 4.3
1977 : 1,777,464 5.6
1978 1,877,388 11.3
1979 2,286,885 15.7
1880 2,455,197 7.4
1981 2,726,600 11.1
1982 2,968,641 B.9
1983 3,241,804 9.2
1984 3,636,895 12.2
1985 3,964,200 9.0
1986 4,413,809 11.3

For purposes of comparability the expenditure figures include the
General Fund, Highway Fund (through 1973-74), Transportation Fund
{through 1875 and again beginning in FY '84}), Highway Debt Service
Fund (through 1974) Bond Retirement Fund (in various years), and
Special Tax Obligation (highways) Bond debt service and the Education

Excellence Trust Fund.

Scurce: 1960-1977 CPEC's Data Series, from 1978 on, OFA (based on
Comptroller’s reports), and any surplus used for debt service.
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GENERAL FUND
SURPLUS OR DEFICIT
FROM OPERATIONS

Surplus/
Fiscal Operating Budget (Deficit)
Year Budget Reserve Carryover
(3 millions) (¢ millions)

1963 $ 15.7
1964 : 17.9
1965 35.3
1966 36.5
1967 14.8
1968 (43.2)
1969 (112.1) (150.2)
1970 (6.3} (136.9)
1971 (62.3) (244.1)
1972 €11 28.7 0
1973 70.1 98.8
1874 [13 49.2 119.3
1975 (70.9) (70.9)

Funded with 3

year notes
1976 34.7 1.0
1877 73.5 1.0
1978 83.7 1.0
1979 66.7 1.0
1980 C21 3.1 2.9
1881 {(65.7) (65.7)
1582 25.8 (39.8)
1983 (7.9) (47.95)
1584 £33 216.4 165.2 0
1985 374.141 198.6 [43 0
1986 351.183 16.195 0

L£11l Bonds were izsued in 1972 and 1974 to fund the accumulation of $244
million 1in deficits over the period 1968 to 1971. These bonds were repaid
as of June 198B2. The deficit of $70 million which occurred in fiscal 1975
was funded with three year notes.

£2] The State Auditor shows a 43.5 million deficit.

£33 PA B3-1 of the October Special Session transferred $3.333 million from
the General Fund to the Transportation Fund.

£43 The Budget Reserve amount includes the $164.351 million Ceneral Fund
transfer plus an additional $6.9 million in interest, plus £27.3 million of
the FY 1985 surplus.

Source: General Fund Statement of Unappropriated Surpluses, The Annual
Report of the State Comptroller, various vears.
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GENERAL

1

FUND SURPLUS FROM OPERATIONS
MILLIONS OF DOLLARS

:

TRANS FUND 3.3

: \\\\\ was

FY 1883-84
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LOCAL NFRASTRUCTURE

S TAY REDUGTION 27
{(This amount is not included in |
the Comptroller's surplus figure)
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1

PLANT PURCHASE 8

HIGHWAY PROJ 25 - EDUCATION :
LOCAL REV SHARING 20 §
MISC .8 :
FY 198485 ,
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IV. Socioeconomic Data’
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NONAGRICULTURAL EMPLOYMENT IN GT
8Y MAJOR INDUSTRY 1885

CONETRUCTION (4.4%)

MANUF (28.7%)

UTILITIES (4.4%)

GOVERNMENT (12,06}
FIMANCE (8,1%)

SERVICES (22.5%)

NONAGRICULTURAL EMPLOYMENT IN CT
BY MAJOR IHDUSTRY 1885

COMSTRUCTION (4.7%)

TRADE (17.8%)

MANUF (42, 4%)

UTILITIES (4.5%)

FINANCE (5.7%)

SERVICES {13.5%)

GOVERNMENT (1 1.25)
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DEFENSE CONTRACT AWARDS

Conn. Rank

Federal Total Among % Change from
Fiscal Contract States Prior Year
Year Awards Total Awards CcT Us
(5$000)
1973 1,004,462 9th (21.0) (6.4)
1974 2,641,470 3rd 162.9 8.5
1975 2,348,567 3rd (11.1) 14.8
1976 1,913,088 6th (18.5) 3.1
1977 1,974,323 7th 3.2 18.1
1978 3,489,199 4th 76.7 i6.0
1979 3,777,393 4th B.3 6.4
1980 3,867,188 dth 2.4 16.7
1981 4,494,258 Sth 16.2 28.9
1982 5,905,036 4th 31.4 19.3
1983 5,132,348 - (13.1) 12.6
1984 5,459,344 - 6.4 NA
1985 5,543,448 - 1.5 NA
Source: United States Department of Defense, Prime Contract Awards by

State, various years.
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BOND COMMISSION ALLOCATIONS
FISCAL YEAR 1969-1987

{millions)

Fiscal General Obligation Transportation
Year Bonds Revenue Bonds
1969 $275.6
1570 390.5
1971 367.4
1972 213.9
1973 117.3
1974 319.8
1975 188.2
1976 97.0
1977 94.1
1978 116.3
1979 212.4
1980 150.6
1981 151.4
1982 196.1
1983 [C13] 195.5
1984 298.5
1985 187.8 193.1
1986 238.7 415.4
1287 N/A 278.06

C£11 Does not include $100 million in revenue bonding for Bradley
International Airport.
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STATE BOND SALES
WITH ASSOCIATED INTEREST RATES
FISCAL YEAR 1977-1986

Average

Month of Issue Amount Interest Rate [13
(000,000)

October, 1577 5150 5.14%
February, 1979 125 5.9%
March, 1980 75 8.46%
October, 1980 100 7.61%
February, 1981 125 9.53%
April, 1981 100 10.1%
April, 1982 75 11.1%
August, 1982 100 10.53%
October, 1982 100 9.165%
March, 1983 100 8.353%
October, 1983 100 B.5253%
April, 1984 75 8.98%
Novenmber, 1984 100 8.82%
November, 1984 [2]3 125 9.63%
May, 1985 50 8.03%
November, 1985 [2]1 150 8.49%
July, 1986 L[3] 159.455 6.96%
July, 1986 150 6.69%

f1] The interest rate born by the various bonds in each issue varies with
maturity. The rate shown above is the average over the life of the issue.

£23 Special tax obligation bonds to finance transportation infrastructure
renewal.

£31 These bonds were issued for the purpose of refunding $137,500,000 in

general obligation bonds remaining from the April, 15, 1981, April 15, 1982
and August 1, 1982 issues.
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GENERAL FUND DEBT SERVICE AS A PERCENT OF THE BUDGET
FISCAL YEARS 1977-1987

Debt Service Total General Fund % Debt Service is

Fiscal Year Expenditures Expenditure of Total Budget
1977 5254 ,342,000 $1,771,6B4,000 14.4%
1578 [13 259,303,040 1,975,654,238 13.1%
1979 111 280,162,988 2,286,419,908 12.2%
1980 [C13 272,101,314 2,458,295.414 11.1%
1981 256,273,003 2,726,581,000 10.9%
1982 318,277,391 2,968,641,000 10.7%
1983 292,604,684 3,241,804,000 9.0%

1984 312,925,062 3,624,609,000 B.6

1985L21 GF 209,814,812 3,615,840,000 5.8%
F 113,065,293 348,359,000 32.5%
Combined 322,880,105 3,964,200,000 8.1%
1986 GF 200,276,000 3,962,209,000 5.1%
TF 145,300,000 451,600,000 32.2%
Combined 345,576,000 4,413,809,000 7.8%
1987 (B) GF 196,500,000 4,296,471,025 4.6%
(B) TF 166,200,000 465,107,000 35.7%
Combined 362,700,000 4,761,578,025 7.6%

€11 The figures shown for these years have been adjusted to reflect the use

of surplus funds from prior fiscal years.

£21 PA B84-254 established a Transportation Fund

requiring all

transportation related debt service to be paid out of this fund.
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BOND RATINGS FOR STATE OF CONNECTICUT

Standard & Poor Moody's
1973 - 5/75 AAA AAR
5/75 - 10/75 AA ARA
10/75 - 4/76 AA AA
4/76 - 10/77 AA A
10/77 - 7/81 AA AR
7/81 - 10/84 AA - AA
11/84 - 10/85 AR AR
10/85 - 6/86 AR AAl
6/86 AA+ AAl

Source: State Treasurers O0ffice
Note: Bond rating indicates general obligation bond rating.

AAA = Best quality, AAl = Higher quality, AA = High quality,
A = Upper medium grade, BAA = Medium grade.
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Indebtedness Excess of
Statutory Aggregate as a % of Debt Limitation
Fiscal Debt Indebtednesal 2] Debt Over Agg.
Year LimitationC13} {Adjusted) Limitation Net Indebtedness
(000) (000} {000}
1974 85,248,477 82,217,285 42.3% $3,031,185
1875 5,223,044 2,259,056 43,3 2,963,988
19786 4,963,052 2,360,892 47.6 2,602,160
1977 6,146,886 2,350,579 38.2 3,796,307
1978 6,090,791 2,293,477 37.7 3,797,314
1979 6,395,749 2,203,002 34.5 4,192,747
1980 7,166,737 2,208,840 30.8 4,957,897
1981 7:670,663 2,205,213 28.8 5,465,450
1982 8,606,735 2,151,086 25.0 6,455,649
1983 9,798,643 2,151,083 22.0 7,647,560
1984 10,720,098 2,113,333 19.7 8,606,766
1985 13,118,713 2,018,563 15.4 11,100,150

STATE DEBT LIMITATIONS

Aggregate

C13 BSection 3-21 CG8 stipulates that when ilasuing debt (principally bonds
and notes) the state cannot exceed 4.5 times the total General Fund tax
receipts during the previous fiscal vear which ended not less than three or
mere than fifteen calendar months prior to such issuance.

£E21 1In computing adjusted aggregate indebtedness for comparison with the
debt limitation Section 3-21 provides for the following additions and

deductions to total debt outstanding:

Additions:
1. Bonds and notes guaranteed by state

Deductions:

l. Revenue (tax) anticipation notes

2. Refunding or replacing indebtedness

3. Bond anticipation notes

4. Obligations payable 3solely from revenues of a particular public
improvement ‘

5. Aggregate value of cash and securities in debt retirement funds of
the state to be used to meet principal of debt outstanding

6. All amounts certified by Secretary of Office of Policy and Management
as estimated payments on account of the costs of any public
improvement to be reimbursed to the state by the Federal Government

and to be used to pay principal.
Source: Report of the Auditors of Public Accounts. Various issues,
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VESSEL FEE CHART

Fees are determined by the length of the vessel in accordance with the

following schedule:

Overall Length:

At Less
Least Than
{Feet) {Feet) Fee
0 12 g 7.50
12 13 11.25
13 i4 15.00
14 15 18.75
15 16 22.50
16 17 30.00
17 18 37.50
18 18 45.900
19 20 52.50
20 21 60.00
21 22 67.50
22 23 75.00
23 24 82.50
24 25 90.00
25 26 97.50
26 27 105.00
27 28 112.50
28 29 120.00
29 30 127.50
30 31 135.00

Overall Length:
At Less
Least Than
(Feet) (Feet)

31 32 $
32 33
33 34
34 35
35 36
36 37
37 3B
38 39
39 40
40 41
41 42
42 43
43 44
44 45
45 46
46 47
47 48
48 49
49 50
50 51

Fee

142.50
150.00
157.50
165.00
172.50
180.00
202.50
225.00
247.50
270.00

292.50
315.00
322.50
330.00
337.50
345.00
352.50
360.00
367.50
375.00

Note: Hull constructed primarily of wood:

15-24 years old
25 & older

- 50% cf above fee
- 25% of above fee

-120-

Overall Length:
At Less
Least Than
{Feet) (Feet)

51 52
52 53
53 54
54 55
55 56
56 57
57 58
58 59
59 60
60 ol
61 62
62 63
€3 64
64 65
65 & Over

Fee

$382.,50
390.00
397,50
405,00
412.50
420.00
427.50
435.00
442.50
450.00

457.50
465.00
472.50
480.00
525.00



B. Budget Reserve (Rainy Day) Funds/Spending
Limitations
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Alaska
California
Colorado
Connecticut
Delaware

Florida

Georgia

Indiana

Kentucky
Michigan
Minnesota
Mississippi

New Mexico
New York

Ohio

South Carolina

Tennessee

Washington

HWyoming

Source:

for B8tates.

Preparing for the Next Recession:

National Conference of State

STATES WITH RAINY DAY FUNDS,

Determination
of Pund Size

By appropriation
By appropriation

4% appropriations

Year-end surplus up to 5%
General Fund appropriations

Maximum of 5% General Fund
revenues

Year-end surplus up to 10%
General Fund revenues

Year-end surplus up to 3%
prior year revenues

= (Annual growth rate - 2%)
X General Fund revenues

By appropriatioen, surplus
tax receipts, etc.

= (Annual growth in personal
income - 2%) X General Fund
revenues

By appropriation

= Year-end surplus up to 5%
General Fund revenues

By appropriation

Year-end surplus up to 2%
expenditures

{Annual growth in personal
income - 1.4%) X General
Fund revenues

5% General Fund revenues

By appropriation

Revenue from growth in real
personal income over 3%
each biennium up to B%
biennial state revenues

Year-end surplus plus
appropriations
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Procedures for
Fund Expenditure

———— - - - o — o ——

Uaually requires specilal
session

Automatic expenditure
to cover revenue short-
fall

By appropriation

Automatic expenditure to
cover deficits

By appropriation

Governor consults with
appropriations
committees

Automatic expenditure to
cover revenue shortfall

Funds transferred to
General Fund 1f annual
growth rate leas than
2%

By appropriation or
legislative plan

Depends on adjusted
annual growth rate in
personal income

By appropriation

Automatic expenditure to
cover revenue shortfall

By appropriation

By appropriation

Funds transferred to
General Fund if growth
in adjusted personal
income is less than 0%

Automatic expenditure to
cover revenue shortfall

Automatic expenditure to
cover revenue shortfall

By appropriation

By appropriation

Day Funds and Other Tools

Legislatures



SPENDING LIMITATIONS
The Delaware Plan

The “Delaware Plan" is an expenditure limitation designed to limit
appropriations in the state of Delaware to not more than 98% of estimated
revenues. The limitation is authorized under the state’s constitution.
Specifically, this Plan contains the following:

1) Appropriations cannot exceed 98% of estimated general fund revenue,

2} The two percent “surplus revenue" can be used, upon a 3/5 vote of the
legislature, for "emergencies involving the health, safety, or welfare
of the citizens of the state",

3) A "Budget Reserve Account" would be established with excess funds at
the end of the fiscal year, provided the Account would not exceed 5%
of the estimated revenue; Any excess in the fund would be transferred
for Grants-In-Aid for Urban problems. Any expenditure from the
Account would require 2/3 vote of the Legislature.

4) Taxes could not be increased without a 3/5 vote of the Legislature.

S) An independent Economic and Financial Advisory Council estimates
expenditure and revenue growth. The 24 members are all appointed by
the Governor and include: 5 legislators, 3 university faculty
members, 3 cabinet secretaries, 2 other state officials, and 11
members from the business community. The legislature can amend the
Council’s estimates. The expenditures are estimated for one vear and
revenue for two years.

6) Any increase in Grants-in-Aid or bonding requires a 3/4 vote of the
Legislature.
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The Education Enhancement Act

The Education Enhancement Act, PA 86-1 MS3, establishes a series of
voluntary incentive grants along with various education related pro-
grams, studies and changes in past education oriented statutes. The
major portion of the act was designed to increase teachers’ salaries
along with stiffening certification requirements. Any impacts of this
act which would affect town tax effort and thusly GTB entitlements
would not occur until FY 1989-90, The act provides for funding to the

following maximums, unless otherwise noted:

1986-87 1987-88 1988-89

Minimum Salary Aid [1] 4,000,000 L2131 C23
Teacher Salary Aid (11 31,435,746 63,005,280 94,441,029
General Education Aid E131 15,781,599 31,571,216 47,352,819
Teacher-Pupil Ratio Aid [11 6,000,000 12,000,000 17,856,000
One-Time General Education

Aid Hold-Harmless 7,698,144 - -

Salary Incentive Aid 13 18,000,000 £33 £31

Total 82,915,489 106,576,496C413 159,643,848C41

Eligibility requirements:
1) Minimum Salary Aid:

union and local

agreed wupon by teachers’
local fiscal

a) participation
authorized by the

school district (as
authority}.

b) in FY 1986-87 district must pay a salary $2,000 higher
than their pre-act minimum salary or one-third the
difference between pre-act minimum salary and state target
minimum of 520,000 ($21,500 in areas of high household

income), whichever is less.

c) in FY 1987-88 district must pay $2,000 higher than FY
1986-87 minimum salary or two-thirds the difference
between pre-act minimum salary and their state target
minimum, whichever 1s less.

d) in FY 1988-89 district must meet the state target minimum,

e) district will receive 100% state funding if their pre-act
minimum salary is 518,000 or more or they do not-reach
state target minimum until FY 1988-89.

f) district will receive 150% state funding if their pre-act

minimum is between $16,000 and 518,000 and they reach the
state target minimum by FY 1987-88.
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g) district will receive 200% state funding if their pre-act
pinimum is less than §16,000 and they reach the state

target minimum by FY 1987-88.
2) Teacher Salary Aid:

a) participate in minimum salary program Or already meet the
state target minimum

and one of the following

b) negotiate for salary increases for teachers above the
state tartet minimum

or

¢) have an "aid eligibility factor" greater than 100.00. The
factor is determined by:

(1) dividing the district’s average teacher salary by
the statewide average salary and multiplying by
100 (salary factor),

(2) dividing its three-year average increase in
teacher salaries by the statewide three-year
average increase and multiplying by 100 (net
contract increase factor), and

(3) adding one-half the salary factor and one-half
the contract increase factor.

In this case the salary aid may be wused as general
education aid.

or

d) the district contracts to pay its teachers a pro rata
share of the teacher salary aid

or

e) the district maximum salary aid is less than three-tenths
of 1% of its total annual salaries. In this case the
salary aid may be used as general education aid.

3) General Education Aid:
a) same as salary aid except district can receive one-half

the specified aid if the district meets only one of the
requirements.
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C12
£21
£33
C43

4) Teacher-Pupil Ratioc Aid:

a) district must be specified within the act as eligible for
teacher-pupil ratio aid for which they will receive
$25,000 per additional staff member hired above 1985-86
levels up to the maximum additional staff stated in the

act.
5) Hold-Harmless Aid:

a) district must be one of 36 specified districts within the
act.

6) Salary Incentive Aid:

a) district must have approved career incentive and
evaluation plan to receive $500 per staff person to be
disbursed in a manner determined by the district.

actual funding is based on participation

approximately £$8,000,000 would be needed for full participation
funding determined by appropriation

does not include minimum salary aid or salary incentive aid
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D. Enterprise Zones
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ENTERFRIZSE ZONES

Connecticut’'s Enterprise Zone legislation became effective on July 1. 1982
(PA B81-445). Enterprise zones are areas in which manufacturing enterprises,
commercial retail businesses and residential property owners are eligible
to receive a variety of economic incentives. Enterprise Zones were created
in an attempt to create a viable economic development climate in
deteriorated areas by lowering the costs of doing business in these areas.

In October of 1582, six areas were designated by the state Department of
Economic Development as Enterprise Zones. They include:

l. Bridgeport 4, New Britain
2. Hartford 5. New London
3. HNew Haven . Norwalk

PA 86-258 authorizes the creation of four new Enterprise Zones increasing
the total number to ten. The four additional zones have not been designated

as of this time.

Under Connecticut Statute the Commissioner of Economic Development is
permitted to remove the designation of any area as an Enterprise Zone if

the area fails to meet the established criteria as outlined below. However.
once designated as an Enterprise Zone the designation continues for a
minimum of ten years.

A, Qualification Criteria:
All areas are required to meet the following criteria:

1. Areas must consist of one or two contiguous census tracts

2. A portion of the area must be zoned for commercial development: and
3. Any area designated as an Enterprise Zone must have the approval of

its municipal government.

A census tract must meet at least one of the following (as determined
by data published by the U. S. Bureau of the Census):

1. 25 percent or more of the population have incomes below the poverty
level; or

2. 25 percent or more of the families receive Income Maintenance funds
or welfare assistance: or

3. an unemployment rate of at least 200 percent of the state average.

State statutes limit the number of statewide Enterprise Zones to six:
three of which must have population greater than 80,000 and three of
which must have population less than 80,000.

B. Economic Incentives

1. Manufacturihg:
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2.

a. Venture Capital Loans

1. The Department of Economic Development administers a
revolving loan fund {(the Enterprise Zone Capital Formation
Revolving Loan Fund) financed by a $1.5 million state bond
authorization.

2. Low-interest venture capital and small-business loans are
made. Loans are capped at $100,000 per loan.

b. Corporation Business Tax Credit

1. Provides for a 50 percent tax reduction in the corporation
tax for 10 years, provided that 30 percent of the firm’s

employees are residents of the zone or are CETA eligible
municipal residents.

c. Job Creation Incentives
1. A 81,000 grant for each additional full-time job created,
provided that 30 percent of the firm’'s employees are

residents of the zone or are CETA eligible municipal
residents.

The employment incentive grant is funded from the Business
Expansion in Municipalities with High Unemployment grant

account. The state Department of Labor administers this

grant.

2. An employer may take advantage of any training and benefit
programs administered by the Labor Department if an employee
holds an employment training benefits voucher. These vouchers
are issued by the state Department of Labor.

d. Local Property Tax Abatement

1. An 80 percent abatement of local property taxes for 5 years.
e. State Sales Tax Exemption

1. For replacement parts for manufacturing machinery.

Commercial Retail Businesses

. a. Venture Capital Loans

1. Firms eligible for low-interest venture capital and
small-business loans. Loans are capped at 550,000 per loan.

b. Job Creation Incentives

1. Eligible for same job training benefits as manufacturers,
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¢. Local Property Tax Deferral

1.

Businesses eligible for a 7 year graduated deferral on any
increases in taxes attributable to improvements on real

property. The deferral schedule 1is determined by the
municipality, subject to the following statutory minimums:

Percentage of

Year Increase Deferred
First 100%

Second 100

Third 50

Fourth 40

Fifth 30

Sixth 20

Seventh 10

Statutes also provide for municipalities to provide for any
additional tax abatements or deferrals as it deems necessary.

3. Residential Development

a. Local Property Tax Deferral

1. Eligible for the same property tax deferrals as commercial
businesses. However the deferral ceases if:

a-

b.

Any dwelling wunit is rented to any person whose income
exceeds 200 percent of the median family income of the
municipality; or

For any conversion condominium unit sold to any person whose
income exceeds 200 percent of the median family income of the
municipality.
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E. Income Tax
(Repealed August, 1971)
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SUMMARY OF STATE INCOME TAX

The features of the income tax which was passed by the Legislature on July
1, 1971, and repealed on August 12, 1971, are listed below.

THE TAX: The persconal income tax is imposed on the taxable income of

resident and nonresident individuals, estates, and trusts.

RATE OF TAX: The income tax is imposed at the following rates:

Taxable Income Tax
0- 1,000 1% of amount
1,001- 3,000 $ 10 + 2% of income over $ 1,000
3,001- 5,000 50 + 4% of income over § 3,000
6,001-12,000 170 + 5% of income over $ 6,000
12,000 and over 470 + 6% of income over $12,000

BASIS OF TAX: The tax is imposed on the entire taxable income of every

———— — ————

resident of Connecticut and on the taxable income of every nonresident for
income which is derived from sources within this state.

The entire taxable income of a Connecticut resident is his federal adjusted
gross income as defined in the laws of the United States (Section 62,
Internal Revenue Code) with certain modifications. The following items are
added or subtracted from Adjusted Gross Income as reported on the federal
tax form:

Additions:

l. Interest or dividends of state and municipal bonds, other than
those of Connecticut;

2. Interest or dividends on federal bonds;

3. 100% of capital gains;

4. 0il or mineral depletion allowance, deducted under federal
provision:;

5. Net operating loss carryover or carryback calculated to determine

federal adjusted gross income.
(Loss carryovers are deducted from future years’ income, and loss

carrybacks are deducted from past income.)

Subtractions:

1, Salary recé&ived from full-time service in the arned forces of the

~140-



United States;

5. Intereat or dividends on any federal bonds which are exempt from
State taxation;

3. Full amount of capital losses, with no carryover;

4. Net operating loss carryover or carryback calculated to determine
Connecticut taxable income.

DEDUCTIONS: The Connecticut income tax allows any deduction or standard

—— - -

deduction that the federal income tax allows.

EXEMPTIONS: The Connecticut income tax permits exemptions in the same form

——— A

and amount as does the federal income tax.

CREDIT: A credit against taxes due is allowed to residents for income taxes
paid to another state or its political subdivision on income which 1is
subject to the Connecticut personal income. tax.

TAX RETURNS: Tax returns are to be filed by April 15 each year, since

according to the bill, the taxzable year for Connecticut is the same as for
the federal income tax. With the bill taking effect July 1, 1571, the
taxable period for 1971 is only the last six months of the year.

Declarations of estimated tax are to be filed by individuals by April 15;
except that if requirements are first met after April 1 and before June 2,
then by June 15; if requirements are met after June 1 and before September
2, by September 15; if requirements are met after September 1 of the
taxable year, by the following January 15. :

WITHHOLDING OF TAX: Employers are required to withhold tax from the wages

——— e e  E  m ——— —_—— -

of employees and to file returns quarterly. Withholding was to begin
September 1, 1971.

COLLECTION OF TAX: The payment of tax is to accompany the return.

e R O R W AL S e -

Estimated taxes are generally payable with declarations of individuals in
four installments by April 15, June 15, September 15, and January 15; if
filed by June 15, in three installments; if filed by September 15, in two
installments; if filed by January 15, in full.

Source: The State Budget for the 1971-72 Fiscal Year, Office of Legislative
Research, (Fiscal Analysis Unit-now OFA) Connecticut General Assembly.
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F. Property Tax Relief for the Elderly
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1. Relief for the Elderly
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LOCAL FROPERTY TAX RELIEF
FOR THE ELDERLY
CIRCUIT BREAKER/FREEZE PROGRAMS

Fiscal Total Circuit Breaker

Year Expenditures Homeowners Renters Freeze
1978 29,051,540 9,283,350 6,730,239 13,037,951
1979 29,822,682 9,661,802 7,109,147 13,051,733
1980 30,178,439 9,155,902 7,194,893 13,827,644
1981 31,279,333 9,716,016 6,577,544 14,985,773
182 31,371,940 7,638,313 6,292,412 17,441,215
1983 29,308,757 7,691,268 6,326,470 15,291,019
1984 30,202,308 7,371,316 5,889,840 16,941,152
1985 28,776,010 7,532,842 5,606,245 15,636,923
1986 29,100,976 7,718,978 5,302,681 16,079,317

Source:
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LOCAL PROPERTY TAX RELIEF
FOR ELDERLY
FREEZE PROGRAM

Fiscal Applications Average
Year Appropriation Expenditure Number Payment
1978 NA 13,037,951 47,531 274
1979 NA 13,051,733 47,233 276
1980 $13,911,000 13,827,644 46,392 298
1981 14,506,000 14,985,773 46,143 325
1982 17,309,576 17,441,215 47,008 371
1983 15,650,000 15,291,019 33,971 450
1984 14,500,000 16,941,152 32,039 529
1985 17,791,150 15,636,923 21,994 711
1986 16,900,000 16,079,317 22,515 714
Source: GCrant Information Sheets, 0ffice of Policy and Management.
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LOCAL PROPERTY TAX RELIEF
FOR ELDERLY HOMEOWNERS & RENTERS
CIRCUIT BREAKER PROGRAM

Homeowners
Fiscal _ Applications Average
Year Appropriation Expenditure Number Payment
1978 NA £9,283,350 29,727 325
1979 NA 9,661,802 29,727 325
1980 $11,839,000 9,155,902 28,416 322
1981 10,309,000 9,716,016 28,205 345
1982 11,415,000 7,638,313 26,599 ' 287
1983 10,100,000 7,691,268 25,056 307
1984 8,700,000 7,371,316 24,386 302
1985 7,771,320 7,532,842 24,137 312
1986 8,600,000 7,718,978 23,967 322
Renters

Fiscal Applications Average
Year Appropriation Expenditure Number Payment
1978 $6,700,000 6,730,239 29,169 231
1575 7,329,000 7,109,147 29,917 238
1980 7,690,000 7,194,893 29,601 243
1981 7,444,000 6,577,544 26,467 249
1982 9,133,676 6,292,412 24,343 259
1983 7,500,000 6,326,470 24,408 259
1984 6,900,000 5,889,840 22,171 266
1985 6,490,000 5,606,245 20,951 268
1886 6,355,000 5,302,681 19,456 273
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DESCRIPTION OF PROPERTY TAX RELIEF
POR THE ELDERLY PROGRAMS

The state provides two programs of local property tax relief for the
elderly, the circuit breaker program (homeowners and renters) and the tax

freeze program.

The circuit breaker program provides a property tax credit to homeowners
and & grant to renters. The state reimburses towns for the tax credit given

to homeowners.

The tax freeze program caps a participant’s tax benefit at $1,500 for
individuals that received $1,500 or more in the assessment year commencing
10/1/84. If the tax benefit for the assessment year beginning 10/1/84 was
less than 51,500 it will never exceed the $1,500 amount in any subsequent !

year.

Tax Freeze Program

———— e "

Program Description:

a. This program is mandated by the State.

b. It provides a qualified homeowner a freeze on both the assessed value
(Minus $1,000) and on the mill rate.

c. The municipal tax exemption is reimbursed by the state.

Eligibility:

Homeowner must be €5 years of age or over, or the spouse who is living
with him/her must be 65 or over.

b. A surviving spouse over 50 is eligible.

o The applicant must occupy the real property as his/her principal place
of residence and must have resided in the state for one year before

filing a claim.
d. Qualifying income limit is $6,000 adjusted gross income plus tax exempt
interest (but excluding Social Security or Railroad Retirement Income).

Application:

a. Closed. This grant is available only to elderly persons who applied }
prior to May 15, 1980. 3
b. Reapplication is required every two years.

Cireuit Breaker

1. Homeowners:
Description of Program:

Homeowners receive a tax credit against their real property tax. The amount
of the credit varies inversely with income.
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Eligibility:

a. A homeowner must be 65 years of age or over, or the spouse who is
living with him/her must be 65 or over.

b. A surviving spouse over 50 is eligible.

_c. The applicant must occupy the real property as his/her principal place
of residence and must have resided in the state for one year before
filing a claim.

d. Have qualifying income for the previous year of not more than 812,900
for unmarried individuals or if married joint income of not more than
$15,500. (Qualifying income is defined as federal adjusted gross income
plus social security income and other income not included in federal

adjusted gross income. Qualifying income will be adjusted by October 1l
of each year to reflect the Social Security inflation adjustment.)

Application:
Deadline is May 15 and reapplication is required every two years.
Property Tax Credit Amount:

Is equal to a specified percentage of property tax (see 'Homeowners’ chart
below).

2. Renters:

Description of Program:

Renters are entitled to a state grant based on the percent considered to be
paid toward property taxes.

Eligibility:

Same as for homeowner.

Application:

Deadline is May 15 and reapplication is every year.

Grant Amount:

Is egual to 22% of the total of all charges for rent, electricity, gas,
water and fuel used during the preceding calendar year less 5% of

qualifying income, up to the maximum amount shown in the table below for
renters.
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The following ¢two schedules indicate the maximum amount of payment
individuals may be eligible for under these programs. It is based on a
sliding scale, in which the credit decreases as income increases.

Homeowners
Tax Reduction As A Maximum Tax
Income Percentage of Property Tax Reduction for Any Year
From To Married Unmarried Married Unmerried
0 g 7,700 50% 40% $ 1,250 s 1,000
7,700 10,400 40 30 1,000 750
10,400 12,900 30 20 750 500
12,900 15,500 20 0 500 0
Renters
Income Maximum Benefit
From To Married Unmarried
0 s 7,700 5 900 s 700
7,700 10,400 700 500
10,400 12,900 500 250
12,900 15,500 2590 0

Public Act 86-1 of the June Special Session extended the grandfather
provision which had been eliminated in PA 85-612. The grandfather provision
has been extended only to the October 1, 1985 assessment year for
homeowners and to the 1986 calendar year for renters. This provision allows
elderly persons who qualified for benefits before June 6, 1980 to continue
to participate in the program that existed at that time, provided they
still qualify. The major differences in the older program are

1) Social Security and Rajlroad Retirement income are not included
in qualifying income and;

2) benefit levels may be higher.

The act also expands the circuit breaker program to totally disabled
persons who are less than 65 years of age.
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2. Veterans
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VETERAN ‘'S PROPERTY TAX EXEMPTION

The veteran’s 1local property tax exemptions were increased by PA
85-573. Beginning with the 1985 assessment year veterans whose gross
income is below certain limits are entitled to an additional exemption
equal to twice the amount of the basic exemption they have been
receiving. In addition, persons eligible for the basic exemption, but
who do not meet the income requirements, are entitled to an additional
exemption equal to one-half of the base exemption (see Veteran's

Exemption Chart).

Reimbursement: Towns continue to bear the cost of the original or
basic exemption. The State reimburses towns for any additional tax

loss associated with the additional exemptions.
Eligibility:
1. Basic Exemption
In order to gualify for one of the basic veteran’s exemptions

(as described under Section 12-B1 subsections (19) through (26)
of the C.G.S.) a veteran’s Honorable Discharge must be filed in

the Town Clerk's Office on or before September 30.
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G. South Africa: State Investment Policy

-153-




‘g68°828°¢g
"88L°6G5 ¥
*0TT 692°1
*88L°655Y
‘BETLITY
*0ss‘LTE

*0SZ°1€9

"EPPUB0T
("EYT1°ZZ¥)

"BETTHZY
(*50Z286T)
"0b1

*195°7Z8°1
"ZL8°Z8E°T
{*9%¥°908)

(*950°08T1)
‘09%°082Z

"LTE'LZS

"S8BYETT

{sso7q)/utey

$

*188225°6¢E
*LZ6'E€8BS*%E
‘096°8E6° Y
*LZ6°€8S* ¥E
‘616°986° %Z
“800“L6S*6
*00S°L85°S
‘EPP80L°T
*590°T0€°Z
*616986°%2
“GZ9'E16
*0ZS°L0G°T
"T9£“GST‘¥
“ZSL¥99°%
*$55708E” T
*$79'BZL T
"09%'6€6°T
‘TEPEPS’T

*TEETESTI’S

uoTqduspoy

MVT LNAWLSIANI ¥OTHAY HINOS HIIM AINVITIIWOD NI

"686°E€69°EE
*6ET'¥Z0’0E

'088'699°¢

‘6ET FzO‘0E
*189°%¥9L 0T

"gev6LZ 6

"0SZ°956° %

“000°009°T
‘80Z°€zL’2

"I89°¥¥L0Z

‘0E8 TIT T
‘08EL0S T
‘008 ZEE’T
0812822
*000°L8T2

‘088°806°C

‘000°659°T.

*POT9TL T

*L0S‘6E07S

Aiojusaur

§

000°S6

T6/T/9 %%T
“C00“000°S
sUsS

000708

sysg
006°00T

LO/T/0T %8
*000°0SZ°1

T1/81/¢€ %L
*000°008°T

000°06
000301
000°09

000°ZS
000°s2

00695

sys
LZT'88T

anTep aed
/53TUn

£8/0€/L HONOYHI SINIWISIAAIQ TYIOL
£8/0€/% TVLOL INAWISIANIT SN0IATIS
(butqey) Luedwo] eTO03-BIOD
£8/0€/% HONOMHI SINIWISIAIO TVIOL
E8/TE/T TNIOL INIWLSIAIT SNOTATHI
€8/0€/% QIANI YITHVNO ¥OJI TYIOL

(butqey) Auedwo)y uyofdpn

(bur3®y) SpUTAg OISTqEN

{A309eubtg
~UCN) J9pURXaIY ¥ JISPUBXITY

£8/TE€/T HONOYHIL INFWISIAIA TYIOTL
(butaey) *OUT “‘RTOJOJOW

(£i10qeubTg-UON)
uocT3ri0dio) BY33TIACH UTIIRW

(HUTIBY) SUOTIEDTUNUNNO) JOUIEM

(A307vUDTS-UON) uoll®RIOdIOn J A
(£x03eubTg

-UoN; uor3zeiodiod v339TIPN UTIIEW

(butqey) Luedwo) 3 ATT1T 113
(Lio0qeubig

-UON) 9383J3speag ¥ ung
(A307BUbTIS

-UCN) £30Npoid SWOH URDTIIWY

{£109BUbTg
-UON) STBRITWOYD ¥ s3janpoad ATy

suotjeiodao)

pepuy aaxiend

LON SHILIYADAS J0 SHIVS J0 AD0TONOYHD

£E8/0E/L

£EB/0E/¥

£8/T1E/T

butang prog

-154~



("I¥1°6)
{"968°1LE)
*6H0°L%8°9 §
*L67'968"' ¥

"Z6G5°056°T

("898 ¥LE)
CELETIVYT
‘0S92 ISE
(9TT L0}
*TPT0ST
EZE'TBY

{~682°227)

B TAAS £
‘LE¥ 968 Y
TLBL9LE' Y
(052708
d¥Ms
(-0sz’08)
TLYL9LE'Y

"EGRITEL' Y

“yea’eve
TESBYZEL'Y
‘868°878°9
("S¥0‘960°T)
‘0
("§%07960°T)

(e207)/UT®D

‘650‘P1Z°T
"HLT‘009
*gTEGLT SLS
*95T*BEL VS

TLSO0YLEDIOT

*QTI6°LZB’E
‘$TZ LTSV
*000°0TOT
"¥E8 067F

“yLB’688° T
Te0E‘8YZ e

*906°Z%% T

*000°000°S
"9GZ BEL'¥S
T9ZE08L LY
"0E6'LS6°9
‘05T 8STS
*0B9°86L°T
*9TEOBLLY
*ZBEETO 9V

“PHE‘9GL'T
-Z86°€20°9%
- 188*ZTS’6E

*G60°T0S5’9

*005‘086°Z
"G65‘0TS‘E

uoTqduapsy

002 ETT T
"060°2LE
*$T7°87£°89%
"65L°1¥8Y 6V
"G9¥%'98%°81

*GL87Z0TYE
*152°088°2
‘05L°899
“0S6°L6S
‘€EL'BELTT
‘986°59L°C

‘6615991

*GZL'SLB'Y
TESLTIPEB 6T
"6L5'€08°ZY
"08T 8E0 L
*08Z‘68T°S

"0E6 8L8°T

“6L5°E08°Z%
N AR CTANR

"0SPITIS' T
"6ZT 16T T¥
“6B6°E£69°EE

*QPT LES L

“005°086°2
‘099919’ ¥

Aroquasaul

sys
000°0%
sys
00S“ST

sys
£LT1'9L
sys

000 ‘08T
sys
000°0¢€
sys
000°02Z
sys
0007 02T
sYys
000°00T
sys
000°8¢€

$8/5T/9 %%/1 6
"000°000°s

8Ys
000°LZ

90/5T/9 %¥/E 6
“000°006°T

68/S8T/% %6
*000“000°€E
sys
006 ' #11

antea Jed
/837U

{Az02BUbBTS-UOHN ¥
ouy ‘saturdwo) 3nTajesg

(BUTQTY) °DUI “0lauUUl]
$8/1E/L HOOOYHI SINAWLSIAIT TYLOL
$8/0€/% TYIOL INAWISIAICA SNOIARYL

$8/1€/L GIANT ¥AIYYN0 ¥od IVIOL

{saonpoad dibeiraag) -dio) Laxedg
(sqonpoad o1berwa3g) *daod HON
(buyawy) -0 UaSTIIN “O°Y
(furgey) ‘07 TEITEeYD OOTEN
(burqey) *diod Xsanswsy

(burzey) -dio) 93T3007

(butgey)
STeDTWAY) 3 STBISUTH T,3UI

(buT3®Y) -CJ UB] UBDTIAWY
$8/0€/% HONOYHI SINAWISIAICQ TULOL
$9/1£/1 TYIOL INFWISIAIO SAOIATHA

¥9/0€/% TIONI YATHVAD YOI TYIOL
(burjey) T[,3ul I8xeq

(buriey) -ouI ‘SHD

¥8/1€/T HONOYHI SINIWISIAIT TYLOL
£8/1€/0T THIOL INIWISIAIA SA0IAIHd

(buraey) uolzwiodio) ISSURTID
€£8/TE/0T HONOYHI SINFWISIAIQ TVLOL
€8/0€/L TYIOL INAWLSIAIA SNOIATIL
£8/1£/0T CIANT ¥IINVAO ¥0J TYLOL

(butyey) saTbOTOUYDAL PSITUN

(Butaey) saTzasnpul Asdoo)d

suoT3wvIodio]

SB/LT/T
&g/12/2

¥8/1E/L

pa/0c/v

¥8/1E/1

£8/1E/0T

pepuy is3lend
buring p1os

|
n
Ly
—t

|



0FT€00‘8
E00°TLL L
LET"ZEZ

00L°VLZ

(€96°Z%)
E00°TLL L

£2L°T09"L
08276971

SLTI'T6

G0T‘8L

£ZL°T09°L
PLL 6TS' 9
676 T80T
6¥6°180°1
‘680°L¥%8°9
(°STE’LZE)
“ZZL'ES

(5507)/UuTe

TGL'9ZL°68
TS6°SEY° 98
00g8‘06z°¢c

¥8E‘96L

91P‘¥69°C
TS6°5E¥7°98

6LL°¥SG EB
ZL1°188B 2

SLL'BED T

LBE'TPY
6LL°9GG¢ER
BLZ0LL LL
T0S“¥8L°S
T0S°¥8L°S
"EIE’SLTSL
‘69696572
"TEL0BL

uot3duapay

179“8TL°18
L¥6°659°8L
¥99'8S0°€

$8912S

086°9£5°Z
L¥6°659°8gL

9S0“€£S6°SL
T68°90L°C

009°E%E“T

162°E£9€
950°€567°SL
¥0S‘0SZ° 1L
95 Z0L ¥
TSS°ZOL’ Y
"$ZT'8TL 89
‘087'2Z6°2
‘010 LZL

A3oqusaug

sys
YZLTTT

sys
000°00T

HaC %5.87°6
000°00s°2

30 %6
0007 0SS

sys
000“6ET

sys
006“z2

snTey Jeg
/82TUq

suotyduapay ON
98/0£/9 HOAOUHI INIWISIAIQ THLIOL

GB/TE/ZT TYIOL INFWISINIA SAQIATA
9B8/0£/9 TIANT ¥IIYYNT ¥0d 'IVIOL

(burjey) -"dul ‘STOJI3UC) UOSUYOp

(bur3ey) °oul ‘SaTAISNPUI IED
S8/TE/ZT HONOUHLI INTHLSIAIQ TYIOL

§8/0€/6 TVIOL INIWISIAIO SNOTAZNI
SB/TIE/ZT QIANT ¥ITHVAY HOL IVIOL

(burjey) -"oul ‘oosuua]

{£310qeubrg-UON) -*0) TOOCL Saybny
$8/0€/6 HONOMHI SINAWLSAAIQ TYIOL

S8/£/9 TNIOL INIWISIAIT SN0IAFHd
S8/0£/6 TIANI YATHYND ¥OI TYIOL

(butjEy) sa1bOTOUYISL PAITUN
$8/1€/, TYIOL INZWISINIA SACIATI
68/€/9 (THONZ QOT¥Hd ¥0d 'TVIOI

{butqwy) -duT ‘satajsnpul aadoo)

suc13eraodan)

98/0€/6

I
N,
L
98/0£/9 '

S8/TE/2T

58/0E/6

eg/e/9

pepud a931enf
butang ptog



SOUTH AFRICAN INVESTMENT LAW

The South African investment law (CGS Sec. 3-13f) was signed into law in
June of 1982. Under this law the State Treasurer is required to review the
invested assets of all state funds for possible divestiture of those assets
that are invested in:

1) Any financial institutions making loans to the Republic of South
Africa, or a Republic of South African corporation

2) Any stock or obligations of any U.S. company or a subsidiary of
any U.S5. company doing business in the South African Republic.

Securities may be scld for three reasons:

1) Nonsignatory (i.e., company or firm did not sign the Sullivan
Principles)

2) Noncompliance with the Sullivan Principles performance rating
requirement of 1law (the Sullivan Principles are a set of fair
employment practices aimed at the elimination of racism in the
work place in South Africa).

3) If corporations supply strategic products and services for use by
the South African government.

4 If corporations do not recognize the right of employees to
organize and strike.

The divestiture of any invested assets must be done within a reasonable
period of time as determined by the State Treasurer.
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The Transportation Infrastructure Program

The State intends to accomplish its transportation infrastructure program
over a 10 year period. The program will be administered by the Department
of Transportation.

The 10 year cost of the infrastructure program, to be met from federal,
state and local funds, is estimated at $5.7 billion. All revenues collected
will be credited to the Special Transportation Fund. The Special
Transportation Fund receives revenues from five sources; three categories
include transportation related taxes, fees and charges, one category
includes Urban Mass Transit grants (UMTA) received by the state and one
includes investment income.

The State’s share of the estimated $5.9 billion total cost of the
infrastructure program is estimated to be $2.2 billion over the next ten
years. Of this amount $1.7 billion is expected to be financed by special
tax obligation bonds while the remaining $0.5 billion will be financed from
current revenues of the state. The issuance of special tax obligation bonds
is expected to eliminate the need for the authorization of additional
general obligation bonds of the state for transportation purposes. These
expenses are either not sufficiently large or do not have a long enough
1life expectancy to justify the issuance of long-term bonds.

Projected Pledged Revenues

The source of payments for the special tax obligation bonds are revenues
that have been pledged by the state. All pledged revenues are credited to

the Special Transportation Fund. Pledged revenues consist primarily of
taxes, fees and charges. Table 1 and Table 2 summarize the tax, fee and
charge increases and the level of revenue that each category of pledged
revenues is estimated to produce over the next ten years, respectively.

Projected Debt Service Coverage

Under the bond covenant, the state has agreed to maintain Pledged Revenues
and other receipts to be twice the amount required to cover the bonds’ debt
service (i.e., principal plus interest payments) in each fiscal year. Table
3 indicates the projected relationship between Pledged Revenues and Debt
Service Requirements in each of the ten fiscal years commencing in 1984.
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Table 1

Summary of Enacted Tax and Fee Increasesl

Motor Puels Tax {Increase Motor Vehicle Receipts (% LPF Revenue (%
per gallon) Increase)2 Increase)3
1985 1 cent 25% 0
1986 1 cent 0 50%
1287 1l cent ‘ 24% 0
1988 2 cents 0 0
1589 1 cent 12.9% 0
1950 0 0 50%
1881 2 cents 0 0
1992 1 cent 0 25%
1883 0 14.3% 0
1994 0 0 25%

1 Each tax, fee or charge increase is effective on July 1 of each State
fiscal year.

2 The percentage increase is a percentage of the amount of fees collected
during the State fiscal year preceding the effective date of the increase.

3 The percentage increases do not apply to fees, such as the motor carrier
registration fee, for which federal law establishes maximum fees. Also,
PA 85-413 repealed the scheduled 50% increase for motor vehicle fines which

was to be effective July 1, 1986.
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Table 3

Projected Debt Service Coverage
{(millions §)

Projected Debt Service Requirements

1985 Bonds,{1l}

1986 Bonds, Projected
Proj. Pledged Additiocnal Total Agg. Debt
Rev. 1587 Bonds Additional Bonds{2} Debt Serv.E1l]1 Ser. Ratio
1985 362.9 12.7 0 12.7 28.6%
1986 482.9 26.8 0 26.8 17.9
1987 476.7 42.9 0 42.9 11.1
1988 501.4 50.5 11.90 61.5 B.2
1989 538.5 5¢.5 32.8 83.3 6.5
1990 562.3 50.5 55.7 106.2 5.3
1931 598.3 50.5 78.6 129.1 4.6
1892 636.2 50.5 102.9 153.4 4.1
1993 669.5 50.5 128.4 178.9 3.7
1994 690.4 50.5 150.4 200.9 3.4

£11 Reflects the issuance of $125 million in special tax obligation bonds
at an average interest rate of 9.58% in 1984; $150 million at an average
B.5% in 1986 and $200 million at an average interest rate of 8% in 1987.

€21 Assumes bhiannual issuance of bonds at an annual interest rate of 8.0%
with level debt service over twenty yvears.

Source: The Official Statement, State of Connecticut, Special Tax
Obligation Bonds, Transportation Infrastructure Purpcses, 1986.
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I. Yankee Mac: State Mortgage Investment Program
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THE YANKEE MAC PROGRAM

I. BEstablished: Yankee Mac was enacted under PA 81-343 (Sec. 3-13d CGS)

II. Mechanics of Program

Terms:

1y Yankee Mac mortgages are conventional 20 or 30 year,
Fixed-Rate mortgages

2) Residence must be owner-occuppied, principal place of
residence

3) Must be in Connecticut

4) Downpayments are ususally 20% but single home buyers paying
only 5% to 10% down are required to buy private insurance to
effectively raise the down payment to 28%

5) Mortgages generally may not exceed a $150,000 limit

Features:

1) Income test - payments for mortgage, taxes and insurance can
be up to 33% of home buyer’'s gross stable income. Commercial
lenders in Connecticut typically apply a 28% rule

2) The program has offered mortgages at rates slightly to
substantially below rates offered by private lenders (see e)

Targeting:

1) Up to one-half of the loans are targeted for pension members
(e.g. state employees and teachers) although in practice they
have applied for only one-third of available loans

2) A minimum of one-third of the mortgages must go to buy newly
constructed homes

3) Loans to the general public are distributed equally among
Connecticut’s six congressional districts since congressional
districts are based upon population (the value or market
price of homes is not taken into consideration)

4) Single family residences (but two, three and four family
homes and some condominiums qualify)
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Funds:

Money for the Yankee Mac program comes from four sources:
1) State Employees’ Retirement Fund

2) Teachers’' Retirement Fund

3) Municipal Employees Retirement Fund A2 & B and

4} From numerous smaller funds
Investment Structure:

The state has a commitment to be the sole purchaser of Yankee Mac
mortgages and because of this is able to set the terms and

conditions of the mortgages and to target beneficiaries.

The State Treasurer invests pension funds in securities that are
backed by pools of home mortgages. The mortgage pools receive a
AA rating from Standard and Poor’s. To achieve a AA rating (“Very
Strong - Capacity to Pay Interest and Repay Principal") insurance
is purchased from the Mortgage Guaranty Insurance Corporation
(MGIC) to protect against a loss in principal and interest due to
foreclosures. To date there has never been a foreclosure. On a

national level the foreclosure rate is 1%.

All 1loans are originated by local banks and savings and loans
having done business in the state for at least two years. These
institutions make agreements with People’s Bank {(chosen by State
Treasurer) to service the mortgages by collecting payments from
homeowners. The Connecticut Bank and Trust Company acts as
trustee. The financial institutions are compensated by fees
established by the Treasurer.

In establishing the mortgage rates for Yankee Mac mortgages, the
State Treasurer consults the State’s Investment Advisory Council
and banking and financial experts. Exact formulas are not used,
but rates are set so that the state’s yield is comparable to
medium-term AA - rated industrial securities,

Investment Return:

- In evaluating pooled mortgages in terms of their return to the

pension system the Treasurer assumes that mortgages are a
comparable investment with medium-term AA industrial bonds.

Therefore the rate of return on Yankee Mac mortgages are computed
as 1if they were corporate bonds. The corporate bond equivalent
return adjusts for the fact that mortgages are paid monthly while
corporate Dbonds normally pay semi-annual interest/dividend
payments. '
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