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A Path Forward

The Governor’s budget proposal for the biennium solves a $1.5 
billion deficit in FY 2020 and $2.2 billion in FY 2021

Budget Principles: Stability, Confidence, Investment & Growth

This budget is pro-growth and produces balanced operations 
through:

• Modernizing the sales tax base for the 21st century 
• Structural spending reforms

• Operational Efficiencies 

Introduction
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Budget Overview

3



Proposed Budget for FY 2020 and FY 2021
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General Fund Expenditure Growth Rates
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General Fund
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General Fund Baseline vs. Proposed Budget
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Closing the General Fund Gap
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$253.5 , 
41.1% $363.6 , 

58.9%

New Policy Changes, FY 2020 
(in millions)

Revenue Increases Expenditure Reductions

$651.5 , 
55.5%

$522.6 , 
44.5%

New Policy Changes, FY 2021
(in millions)

Revenue Increases Expenditure Reductions



Addressing the FY 2020 and FY 2021 General Fund Baseline Gap 
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Changes in Revenue From FY 2019 to FY 2020 
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(In millions)



Budget Reserve Fund
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Revenue Proposals
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Revenue Proposals
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• Does not contain income tax rate increases
• Does not contain general sales tax rate increases
• 79.7% of revenue in FY 2020 and 62.2% of revenue in FY 2021 relies 

on continuation of policies in effect during the FY 2018 – FY 2019 
biennial budget

• Additional policy changes are a conscientious effort to modernize     
Connecticut’s revenue policy to better reflect a 21st century economy



Promoting a Better Environment
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• Surcharge on plastic bags of 10 cents 

• Reduces the state’s reliance on environmentally 
unfriendly plastic disposable bags

• $30.2 million in FY 2020, $26.8 million in FY 2021

• Expands the bottle deposit for litter reduction and better 
recycling out-comes

• Adds a 25 cent deposit on wine and liquor bottles
• Adds a 5 cent deposit on 50 ml liquor containers
• $4.9 million in FY 2020, $6.6 million in FY 2021



Promoting Health and Wellness
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•Reducing tobacco product consumption

•Raises the age for the consumption of tobacco products and 
electronic cigarettes to 21

•Results in a revenue loss of $5.8 million in FY 2020 and $5.5 
million in FY 2021

•Taxes electronic cigarette nicotine liquids at 75% of the 
wholesale price to bring tax parity with the cigarette tax rate

•Results in a revenue gain of $6.7 million in FY 2020 and $9.7 
million in FY 2021

•Net: $0.9 million in FY 2020, $4.2 million in FY 2021

•Encouraging healthy choices

•Adds a 1.5 cent per ounce tax on sugar-sweetened beverages
•Revenue of $163.1 million in FY 2021



Targeted Tax Relief
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• Eliminating the $250 biennial business entity tax

• This reduction is partially offset by an increase in the 
annual filing fee at the Secretary of State’s Office from 
$20 to $100. This will save each entity $90 or 31% over 
a two year period and will reduce paperwork for 
business entities

• Allowing the existing $200 property tax credit to apply to all 
filers, not just the elderly and those with dependents

• Eliminating the only state level gift tax in the nation

• Increasing the filing deadline from 6 to 9 months for estate 
tax filings

• Continuing the phase-in toward the federal exemption level 
under the estate tax



Modernizing the Sales Tax - Services
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• Governor Lamont is not proposing a sales tax rate increase

• Services are a growing portion of the economy

• In Connecticut, overall personal consumption expenditures 
grew by 114% between 1997 to 2017

• Goods - spending grew 84%

• Services - spending grew 129%



Modernizing the Sales Tax Base for the 21st Century
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• Incorporate additional services, a growing segment of 
our economy, into the sales tax base

• Exclude basic needs: groceries, health, and 
education services

• Level the playing field with equal tax treatment between 
goods and services



Sales Tax Modernization
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• Professional services
• Legal, accounting, interior design, and real estate 

services

• Personal services
• Dry-cleaning, barber shops, beauty salons, veterinary 

services, parking, and sports/recreation instruction and 
industries

• Repeal exemptions
• Renovation and repair of residential property, winter 

boat storage, non-prescription drugs, trade-in on 
vehicles, and newspapers and magazines

Modernizing the sales tax will yield $292.0 million in FY 2020 
and $505 million in FY 2021



General Fund Expenditure Proposals
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General Fund Expenditure Proposals
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Capital Budget –
Going on a “Debt Diet”
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Projected Debt Service Expenditures
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Proposed Capital Budget
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Debt Diet
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Limiting Bond Authorizations
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• Environment and Energy – New authorizations are limited to ongoing Clean 
Water program commitments

• Economic Development – Leverage $300 million of existing authorizations

• Housing Policy – In light of progress in this area over the past 8 years, prior 
authorizations are sufficient

• Higher Education – New authorizations are lower as we work with our 
UConn and CSCU partners on a greater level of prioritization

• Municipal Aid – School Construction, LoCIP, Town Aid Road and Municipal 
Projects and Purposes grants are being maintained at historical levels

• Information Technology – The Governor is increasing investment in IT to 
fund the completion of ongoing projects that are replacing antiquated IT 
systems and to begin to address his goal of developing the first all-digital 
government



Pension Reform
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Teachers’ Pensions
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Teachers’ Pensions
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• The state is exposed to potentially unaffordable spikes in 
the Teachers’ Retirement System (TRS)

• Underfunding of the Teachers’ Retirement System did not 
occur overnight

• Full funding of the state’s required contributions did not 
start until FY 2006

• Paying off the pension debt requires commitments to 
fully fund the contributions and to use realistic 
assumptions

• However, it is unfair to ask taxpayers to shoulder the full 
cost of decades of underfunding over the next 12 years



Restructuring Teachers’ Pensions
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• In 2008, the State of Connecticut issued $2.2 billion in pension 
obligation bonds (POBs) for the Teachers’ Retirement Fund

• Bond covenant requires full funding of the ADEC and associated 
amortization schedule unless “adequate provision” is made

• The budget proposes to fully comply with the bond covenant by 
creating a Teachers’ Retirement Fund Special Capital Reserve 
Fund (TRS SCRF)

• The TRS SCRF will be funded with the maximum annual debt 
service on the POBs of $381.0 million 

• This will allow the state to re-amortize the pension liability over 
30 years

• Lottery revenues are pledged to replenish the TRS SCRF in the 
unlikely event funds must be drawn

(in millions)
BRF Ending Balance - FY 2018 1,185.3$      
Projected Operating Surplus - FY 2019 (2/20/19 Est.) 516.1            
Volatility Cap Deposit - FY 2019 (2/20/19 Est.) 648.0            
Reserve for TRS Special Capital Reserve Fund (381.0)           
Estimated BRF Total - FY 2019 1,968.4$      



Restructuring Teachers’ Pensions

31

• A number of changes are proposed for TRS that mirror 
the provisions adopted for the State Employees 
Retirement System in 2017

• These changes are fully compliant with the 2008 
pension obligation bond covenant and include:

• Reducing the assumed rate of return from 
8.0% to 6.9%

• Re-amortizing the unfunded liability over a 
new 30 year period

• Transitioning from level percent of payroll to 
level dollar amortization, phased in over five 
years



$0.0

$500.0

$1,000.0

$1,500.0

$2,000.0

$2,500.0

$3,000.0

$3,500.0

$4,000.0

2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038

Teachers' Retirement System
Projected ADEC in millions

Current Plan - 8.0% Actual Return Current Plan - 6.9% Actual Return

Proposed Plan - 6.9% Actual Return

Restructuring Teachers’ Pensions
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State Employees Retirement System 
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The Governor’s proposed plan involves:
• Combining the statutory and transitional unfunded liability bases
• Adopting a cost of living adjustment (COLA) formula for future retirees that 

mirrors the risk sharing features of TRS whereby COLAs are dependent on 
increases granted to Social Security members and also on market returns
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Healthcare Reforms
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• The State of Connecticut currently spends $1.3 billion in the 
General Fund on active and retiree health care benefits (7% 
of General Fund)

• Set a ceiling on the maximum price the state health plan 
will pay for services from hospitals and physicians based on 
a percentage above the Medicare payment rate

• Create a new preferred network with lower premiums 
linked to quality

• Expand the existing Smart Shopper and Site of Service 
programs that encourage participants to utilize high-quality, 
lower-cost providers to other geographical locations

The Governor’s budget includes savings of $50 million in 
FY 2020 and $135 million in FY 2021 associated with these 

proposals

Active State Employee and Retiree Healthcare Proposals
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Reducing Fixed Costs Will Strengthen the General Fund

36

Includes actuarially required employer contributions for SERS and TRS, state 
employee and retiree healthcare, and General Obligation debt service; 
recommended also factors in town contributions for TRS normal cost.



Municipal Aid
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Education Cost Sharing

Honors the formula passed in PA 17-2 JSS by adding $17.7 
million in FY 2020 and $39.4 million in FY 2021 to fund 
scheduled increases and makes the following changes:

• Updated to use October 1, 2018 statistics

• Accelerates the phase-down percentage for reduced 
ECS grants from the current statutory level of 8.33% 
through FY 2028 to 25% through FY 2022

• Replaces the problematic free and reduced price lunch 
count in the formula with direct certification count
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Education Cost Sharing Grants 
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(in millions)



Collaborating With School Districts to Reduce Costs

• Establishes a Commission on Shared School Services to 
promote shared services, models of consolidation, and 
savings

• Accelerates process for sharing superintendents

• Invests in special education by funding staff at the 
Department of Education to establish Centers for Excellence

• To build greater capacity to provide special education 
services that can be shared among districts to improve 
opportunities for students and reduce local costs

• Prioritizes school construction more sharply on the 
regionalization of school districts and Centers for Excellence
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Increases in ECS & Minimum Budget Requirement (MBR) 
Relief

• Allows all towns, including Alliance Districts, who receive an 
increase in ECS funding over the prior year to use 50% of the 
increase for the schools’ operating costs

• Maintains existing MBR criteria for non-Alliance Districts for: 

1. a reduction in ECS; 
2. a reduction in student count; 
3. a reduction in the number of students attending a 

designated tuitioning high school;  and
4. the closure of a school

• Governor’s proposal expands MBR relief to all districts that realize 
savings for entering into cooperative arrangements for shared 
services and for school consolidation
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Working Together to Strengthen Local Government

• Budget provides predictability by level-funding non-
education grants

• Earlier identification of financially struggling municipalities 
for referral to the Municipal Finance Advisory Commission

• Charges the Advisory Commission on Intergovernmental 
Relations with making specific recommendations to 
implement shared and regional services

• Makes grants to the regional Councils of Governments and 
others to defray up-front implementation costs

• Streamlines and regionalizes local tax assessment and 
collection functions
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State Aid to Municipalities

43

(in millions) • Represents about 20% 
of the General Fund 
(about $4 billion)

• The state’s overall 
commitment to 
municipalities remains 
strong during the 
biennium

• Non-education 
statutory formula aid 
is held at FY 2019 
levels

• Teachers’ Retirement 
represents net total 
after partial 
contribution of normal 
cost from local 
governments in the 
biennium



Reframing the Relationship for TRS Normal Cost
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• This budget re-frames the state’s relationship with local 
governments to share the cost of funding current teacher 
pension benefits

• Excluding Distressed Municipalities, local governments or 
school districts will contribute at least 25% of their normal 
cost

• An additional percentage is added to match their level 
above the median state salary

• Distressed Municipalities contribute only 5%

• Total contributions from municipalities equal $23.8 million 
in FY 2020 and $49.2 million in FY 2021, reflecting the first 
two years of a three-year phase-in of this new approach



Health and Human Services 
Initiatives and Medicaid Savings –

Becoming Leading Edge
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• DDS – $46.2 million over the biennium for new caseload 
growth for day and residential supports

• DDS – Funds 70 new supportive housing units in FY 2021 
for those with intellectual disabilities and autism spectrum 
disorders

• DDS, DMHAS, DOH, DSS – Funds 800 new transitions under 
Money Follows the Person by June 30, 2021

• DCF - $9.1 million in net funding to honor the state’s                           
commitment to the 2017 revised Juan F. exit plan

Maintains Commitments 
for Individuals Who Rely on State Care
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• Connecticut is one of only eight states without an asset test

• Governor proposes to reinstate asset test
• Will join 40 other states with asset limit at federal 

minimum
• Countable resources include checking or savings account, 

stocks and bonds
• Excludes individual’s home, car, burial plot, up to $1,500 

in burial account, household and personal items

• Maintains income eligibility levels
• Remains the highest in the country

Medicare Savings Program
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• In many areas, Medicaid policy is well situated compared to other 
states, but there are additional areas of focus to make Connecticut 
leading edge, including:

• rebalancing long-term services and supports
• Medicaid supportive housing benefit
• pharmacy rebate optimization
• value-based payments
• utilization management
• program integrity

• Together, these initiatives reduce the state’s share of Medicaid 
expenditures by $16.1 million in FY 2020 and $38.7 million in FY 
2021 ($41.6 million in FY 2020 and $101.9 million in FY 2021 after 
factoring in the federal share)

Medicaid Cost Savings Initiatives
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Hospitals
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Under current law, the state would face a $400 million budget 
impact in FY 2020



• Maintains user fee at the current $900 million

• Provides supplemental payments of $453 million

• Reflects reduction of $40 million to ensure compliance 
with federal upper payment limit (needed to ensure 
federal reimbursement)

Hospitals (continued)
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Efficiency and Operational Savings
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Operational Efficiencies

• Strategies to operate more efficiently include:

• Leveraging non-profit partners to perform services 
currently operated by DMHAS, saving $2.3 million 
in FY 2020 and $4.3 million in FY 2021

• Leveraging new technology and operational 
changes to reduce employee overtime, saving 
$13.3 million each year 

• Creating a central transportation unit at DCF

• Savings of $37.1 million in FY 2020 and $46.0 million in 
FY 2021
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Initiatives
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21st Century Digital Experience

• Provide a seamless digital experience in the form of a one-stop 
shop for residents and businesses

• people starting a business,
• accessing support during a family crisis, or 
• seeking stability through training and employment

• Modernize and digitize state government. Moving transactions 
from manual to online will reduce costs. Today, we have over 
2,000 different forms and less than 5% of them can be completed 
online

• Strategically provide resources to focus on digital and 
technological procurement to avoid purchasing over-priced 
and underperforming systems

• $2 million is provided in FY 2020 and $4.3 million in FY 2021
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Criminal Justice Reforms
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• Promote recovery from opioid use disorders by expanding 
medication-assisted treatment in correctional facilities ($6 million 
in the biennium)

• In 2016, 52 percent of people in Connecticut who died of a 
drug overdose had at one point been in a correctional facility

• Overcome barriers to securing a second chance by providing state 
identification cards ($230,000 each year) and 60-day bus passes 
for people returning to the community ($95,520 each year)

• Establish a pilot program to provide appointed counsel at parole 
violation hearings ($250,000)

• Right-size Connecticut’s prison capacity to meet changing needs 
based on falling crime, arrest, and recidivism ($3.9 million in 
savings by closing five housing units in the Department of 
Correction)



Investing in the Health 
of Connecticut’s Children

• Expands state’s childhood vaccine program to ensure coverage 
of all 16 CDC-recommended vaccines and provide influenza 
vaccine through age 18, at a cost of $4.5 million in FY 2020 and 
$8.8 million in FY 2021

• Enhances state’s newborn screening program by adding testing 
for 3 nationally recommended tests, with $100,000 in costs 
supported by fee increase of about $3
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• Maintains existing funding: 

• $262,500 in Department of Education to aid schools 
in recruiting minority teachers; and

• $320,134 in Office of Higher Education to assist 
minority students pursuing careers in education and 
to provide loan forgiveness

• Provides new capital authorizations to the CT Housing 
Finance Authority for down payment assistance

• Broadens certification reciprocity with other states to attract 
teacher talent from out of state

Bolstering Minority Teacher Recruitment
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Strengthening Connecticut’s Families
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Minimum Wage Increase

• Governor Lamont supports working families by 
proposing increases to the minimum wage

• Current hourly wage is $10.10. Increases would be 
phased-in over 4 years:

• Effective 1/1/20 - $11.25
• Effective 1/1/21 - $12.50
• Effective 1/1/22 - $13.75
• Effective 1/1/23 - $15.00

• Funding included under OPM for estimated private 
provider impact of wage increases

• $3 million in FY 2020, $6 million in FY 2021
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• Paid Family and Medical Leave to assist working families

• Provides 12 weeks of coverage
• Provides meaningful wage replacement
• Modest estimated employee payroll contribution 

of 0.5%

• $5.2 million for the Department of Labor

• One-time startup funding until program revenues 
are received

• Administrative costs supported by program 
revenues thereafter

Paid Family and Medical Leave
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Special Transportation Fund
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Special Transportation Fund Projection –
With Car Sales Tax Diversion
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Includes full implementation of the car sales tax transfer from the General 
Fund to the Special Transportation Fund. Does not include the impact of any 

new revenue sources.



Freezing the Car Sales Tax Transfer
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Tolling Options
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Tolling Options: Truck-Only vs. Modified Congestion
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Both proposals reflect current level of basic maintenance investment



A Path Forward on Tolling
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• The Transportation Fund needs an infusion of sustainable 
and reliable revenue

• Governor Lamont’s budget models two scenarios to open 
this important discussion

• Any tolling proposal must maximize discounts for 
Connecticut EZ-Pass users and frequent drivers

• Tolling revenue will be devoted to transportation, 
pursuant to the constitutional lockbox and federal 
requirements



Conclusion
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The Governor’s budget:

• Focuses on positioning the state for economic growth and 
provides steps toward long-term sustainability

• Is balanced without gimmicks
• Complies with all caps (spending, revenue, volatility, debt)
• Reduces fixed costs – debt service, pensions and healthcare

• Reduces spending through efficiencies
• Modernizes and updates the sales tax structure
• Maintains our safety net for the most vulnerable

• Supports businesses and prioritizes education, transportation, 
municipal stability

A Path Forward

Conclusion

68



Appendix
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Proposed Budget for FY 2020 and FY 2021
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Reducing Fixed Costs Will Strengthen the General Fund

71

Includes actuarially required employer contributions for SERS and TRS, and General 
Obligation debt service; recommended also factors in town contributions for TRS normal cost. 

Does not include active and retiree healthcare, as in earlier graph.
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