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Where Do We Start?
Step back from Crisis Mode

Connecticut’s budget — beth the
expenditure side andithe revenue
side — should reflect ourvallies grna
QU aspiratiens

It shoeuld answer the guestion:
\What kind off state do)we Want:
for ourselves; for our children, for
each other, (@nd how: can We fairly:
and adequately pay: for'it)?*




A Better Choice for Connecticut




Connecticut’s Deficit Projections
Getting Worse Every: Month

August Projection February: Projection

$24 m $1.4 B

$/27 m $4.0 B

$1.01B $4.7 B

$831 m $4.8 B




2009 — 2011 Biennial Budget
Available Tools

Rainy: Day: Fund- $500 million/yir

Federal Stimulus = $800 million: 15 year;
$680Imillion; 22 year

Spending Cuts, Including Tax Expenditures

New: Revenues — Personal and Corporate
Income Tax, Sales Tlax, Special’ Funds




Consider both Appropriations Budget and Tax Expenditure

Budget
Transportation
0, .
Judicial 2 Conservation and
29, Regulation and Development

Protection 1%

Legislative

General Government
0%

3%
Tax

Expenditures,
21.0%

$5B

Corrections
7%

Health and Hospitals
7%

Non-Functional
10%

Education
16%

Debt Service
8%

-

Totzll “soanding” tnrotgn dooroorintlons wdnd tnrollgn £z
apanditras totnls 23,8 pilllon 1 7109,



Cutting Spending Hurts Our Economy, Our
State, Our Families, and Our Communities

GoOVernor's

Recommended
Cuts

Estimated
Statewide Job
Loss

FY10

$1.1B

14700

YL

$1.3 B

17,200

Source: Center for Economic and Policy Research, 2008




Gow. Rell’s May FY 10iChanges to Balance
Budget: $35.6/ 15




Appropriations,/ Finance Committees

EY 10 Changes to) Balance Budget
(4/2/09) $4 B (in millions)




Changes to Balance Budget - Adopted by Legislature -
6/26/09 - FY 2010




Proposed Revenue Changes

(Major Items Only)
FY 2010

Finance Committee

LLegislative Budget
(6/26/09)

Personal Income Tax

$1,200 million
(rates at 6%-7.95%;

start at $250,000)

$910 millien

(rates at: 6%-7.5%;
start at $500,000)

Corporate lax
Surcharge

$160 million/
30% surcharge

$133 million/
25%0 surcharge

Estate/Gift Tax
Surcharge (30%)

$42.7 million

$42.7 million

Cigarette Tiax Increase

$36 million/
$.50 increase

$102 million/
$.75 increase
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Better Choices for Connecticut:
Expanded Revenue Options

1. Raise the Income Tax for Those
Most Able te; Pay.




Connecticut State and Local Taxes by Income Range, 2007
(as percent of family income, after deductions from federal taxes)
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Average Income of
Top 1%, $4.2 million
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Progressive Personal Income
llax: Rates

lhree new income tax brackets:

6% fior families withrincomes $200,000 - $500,000

7% for families withrincomes $500,000-%1,000,000

8% fior families with incomes $1,000,000+




Better Choices for Connecticut:
Expanded Revenue Options

2. Reformithe Corporate Income liax,
clesingl loepholes and: providing a

level playing field fior Cif based
COMPanIes
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business taxes as share of GSP. Connecticut may be a high-

cost state for business, but it is NOT a high tax state for

Connecticut has second lowest combined state and local

business.

Total State and Local Bus

Source: CT Voices for Children calculations based on Ernst & Young, Total State and 1.ocal Business Taxes: 50 State Estimates for Fiscal Year 200, (Ernst & Young, 2009).




Reform Corporate Income Tiax

Iwe Coniponents:

Re-Apply: Corporation: Income Tax teS-
Corporations’, but with graduated rates to
protect small businesses- $20-$30M

Adopt Mandatery Combined Reporting -- $100-
$120M

Total = $120m-$150m




Aboeut Mandatory: Combined
Reporting

What isfCombined Reporting?

Combined reporting “treats a bUsIness
COMPOSEd! Of a parent corporation and Gne or

mMore; SUbsIdiaries as al Single Corporation fior tax
PUIPOSES. "

Counteracts aggressive corporate “tax planning®

(1) Inst. on Taxation & Econ. Pol'y, Combined Reporting of State Corporate Income Taxes: a Primer (2008),
http://www.itepnet.org/pb24comb.pdf.
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About Mandatory: Combined
Reporting: time to get with

the progriam

Combined reporting not in effect
Combined coverage in effect

No corporate tax for which combined reporting is relevani 9
1




Better Choices for Connecticut:
Expanded Revenue Options

3. Increase the Sales Tax by
I percent (and offiset: withi State

Earned Income Tlax Credit, and a
Business Property: Tiax Credit)

Total = $425m-$475m




Better Choices for Connecticut:
Expanded Revenue Options

4. Scale Back Public Subsidies to the
Entertainment; Industry,

Total = $90m-$100m




Scale Back Eillm Tlax Credits

PUt ar capron tetal $%$ availaple;fior tax
credit in any: given year:

Remove ability, of corpoerate entities to
transter or' sell credit to other (sometimes
totally’ tinrelated)r corporations




Better Choices for Connecticut:
Expanded Revenue Options

5. Increase Taxes on Alcohol and
Tobacco

Total = $78m-%$80m




Combined Impact of Principal Personal Income,
Corporate Income, and Sales Tax Changes (inc. offset)
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20% 20% 20% 20% 15%

Source: ITEP Analysis of Better Choices for Connecticut Revenue Proposals



Better Choices For CT
Revenue Plan

Personal Income; Tiax $800m - 1.2 B
Corporate; Tlax $120rmi— 150 m
Sales Tlax $425'm — 475 m
Entertainment: Industry

Subsidies $90 m - $100 m
Alcohol & Tobacco Taxes $78 m — 80'm

TOTAL $1.5B— 2.00B




Better Choices

Y. 10! Deficit: Mitigation Plan
$4 B (in millions)




For more information:

Shelley Geballe, JD, MPH, Distinguished Senior Fellow
Doug Hall, PhD, Acting Managing Director

CT Voices for Children

33 Whitney Avenue, New Haven CT

203-530-8599 (Shelley)

203-498-4240 (Doug)

To sign up for state budget alerts, e-mail

CT Kidslink’s State Budget Webpage (all publicly-
available state budget documents):




