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or some project. The point of this is to help us 

reduce our debt, and this is a big st~p. And we 

should look at this more often, and we should continue 

to reduce our debt. But I hope we're just not doing 

this as a place-keeper for something yet unknown that 

may be out in the hallways that's going to appear and 

suck up the very bonding which we just got rid of. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator. 

Do you care to remark further? Do you care to 

remark further? If not, there was a motion that the 

bill as amended be placed on the consent calendar. 

Is there objection?· Is there objection? Seeing none, 

this bill as amended may be placed on our consent 

calendar; so ordered. 

Mr. Clerk. 

THE CLERK: 

Turning to Calendar page 9, the matter marked the 

third order of the day, Calendar Number 423, File 

Number 592, substitute for Senate Bill 1, AN ACT 

CONCERNING THE PRESERVATION AND CREATION OF JOBS IN 

CONNECTICUT, a favorable report of the Committee on 

Finance, Revenue, and Bonding. The Clerk is in 
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SENATOR DAILY: 
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Mr. President, could we stand at ease for a 

minute, please? 

THE CHAIR: 

The Senate may stand at ease. 

(Chamber at ease.) 

THE CHAIR: 

Will the Senate please be in order. 

Senator Daily. 

SENATOR DAILY: 

Thank you, ·Mr. President. 

I move the Joint Committee's favorable report, 

seek passage of the bill, and be allowed to summarize. 

THE CHAIR: 

On acceptance and passage, will you remark . 

further? 

SENATOR DAILY: 

Thank you . 

Before we begin summarizing, I would like to ask 
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the Clerk to call LCO 4808. 

THE CHAIR: 
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The Clerk please call LCO 4808, to be designated 

Senate A. 

THE CLERK: 

LCO 4808, which will be designated Senate 

Amendment Schedule~- It's offered by Senator Daily 

of the 33rd District, et al. 

SENATOR DAILY: 

Thank you. 

THE CHAIR: 

Senator Daily . 

SENATOR DAILY: 

I move the amendment and seek leave to summarize. 

THE CHAIR: 

The question before the Chamber is adoption of 

Senate A. The gentle lady seeks permission to 

summarize. Is there objection? Seeing none, please 

proceed, Senator Daily. 

SENATOR DAILY: 

Thank you, very much. 

I'll enumerate these: 

In Line 22, after the word "reports," one inserts 

the word "net." 
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In Line 28, strikes "works at least," and "is 

paid to work" instead. 

Line 32, strike "one." 

Line 33, strike "million" and insert "five 

hundred thousand." 

Line 42, strike "on or after." 

Line 43, "October 3, 2008." 

And strike 4 and 5 in their entirety. 

What these changes accomplish is to say that this 

applies to someone who is paid to work at least a 

certain number of hours a week and that the tax, the 

surch?rge applies on bonuses of over 500, 000. And it .. 

eliminates the date on which they were earned. 

THE CHAIR: 

Thank you, Senator. 

Do you care to remark further on the amendment? 

Do you care to remark further? 

Senator McKinney. 

SENATOR McKINNEY: 

Mr. President, can I have a second, ask the 

Senate to stand at ease, please? 

THE CHAIR: 

The Senate may stand at ease . 
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(Chamber at ease.) 

THE CHAIR: 

128 
April 30, 2010 

The Chair would ask the Senate to be in order. 

Senator McKinney. 

SENATOR McKINNEY: 

Thank you, Mr. President. 

' 
Mr. President, I was trying to ascertain whether 

I had the correct fiscal note for the amendment. I do 

and thank the Senate for giving me that time to find 

the fiscal note. 

Thank you . 

THE CHAIR: .... 

No problem. 

Do you care to remark further? Do you care to 

remark further? In not, before the Chamber is Senate 

Amendment Schedule A. The Chair will try your minds. 

All those in favor, please indicate by saying aye. 

SENATORS: 

Aye. 

THE CHAIR: 

All those opposed, say nay. 

A VOICE: 

No. 
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The ayes have it and Senate A is adopted. 

Do you care to remark further on the bill as 

amended? Do you care to remark further on the bill as 

amended? 

Senator Daily. 

SENATOR DAILY: 

Thank you, Mr. President, yes, I do. 

This imposes a surcharge on bonuses earned by 

firms that received TARP money. And that money that 

is used to cancel the $250 business tax on small firms 

whose gross income is $50,000 a ¥ear or less, has at 

·least one person who's paid to work 20-hours a week, I 

think; and that's how this amendment becomes really 

the substance, the explanation of the bill. 

THE CHAIR: 

Thank you, Senator. 

Senator Roraback. 

SENATOR RORABACK: 

Thank y~u, Mr. President. 

And I had a -- a few question, if I may, through 

you to the learned Chairman of the Finance Committee. 

THE CHAIR: 

You may frame your first question. 
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April 30, 2010 

Through you to Senator Daily, just so the Chamber 

has an understanding of the particulars of this bill, 

as I understand it, there is a belief amongst the 

public, .and. it may well factually be the case, that 

ce-rtain firms which we.r:.e the beneficiaries of payments 

fr.om the federal gov.ernment under the TARP program 

have rewarded their employees with bonuses. 

And, through you, Mr. President, to Senator 

Daily, does this bill seek to impose ·a surt"ax, an 

additi9nal ta~ on the~recipients of those bonuses? 

Through you, Mr. President, to Senator ·Daily. 

THE CHAIR: 

Senator Daily, if you care to respond. 

SENATOR DAILY: 

Yes, Mr. President, and through you, the answer 

is yes. It's a surcharge on the Income Tax on those 

bonuses. 

SENATOR RORABACK: 

And through 

THE CHAIR: 

Senator 

SENATOR RORABACK: 
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-- you Mr. --

THE CHAIR: 

Roraback. 

I 

SENATOR RORABACK: 

131 
April 30, 2010 

Through you, Mr. President, to Senator Daily, how 

much of a surcharge is it or how much of a surtax? 

THE OHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, 2.5 percent . 
.. 

THE CHAIR: .. 

Senator Roraback. 

_SENATOR RORABACK: 

Thank you, Mr. President. 

And through you to Senator Daily, for which tax 

years does this bill impose that surcharge? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank.you, sir; 2010, 2011. 

THE CHAIR: 

Senator Roraback . 

SENATOR RORABACK: 
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So does that mean that it will only apply --

apply to bonuses paid in 2010 and 2011? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Through you, Mr. President, yes, sir, that's 

correct. 

SENATOR RORABACK: 

And through you 

THE CHAIR: 

Senator Roraback. , . 

. SENATOR RORABACK: 

Mr. President to Senator Daily, how do we know 

as a and how does the Department of Revenue 

Services know whether a payment is ordinary income or 

a bonus? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, Mr. President. 

And through you, Mr. President, the department 

has a way to identify that. And I'm sorry I couldn't 

be more explicit but I know we've spoken with them and 

they are able to identify that's (inaudible). 
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Senator Roraback. 

SENATOR RORABACK: 

133 
Apr·il 30, 2010 

And through you, Mr. President, if I were one of 

the happy recipients of a bonus or if I -- if I were 

an employee of a firm that received TARP money and I 

knew that this tax was out there, I would probably 

tell my employer could you put a different notation on 

the check than "bonus?" Can you call it "salary" or 

can you increase my salary so that I don't have to pay 

this tax? 

And through you, Mr. President, to Senator Daily, 

does this bill ta~e into account the risk, because 

understand this is only for Tax Year 2010 that we're, 

I guess now four months into, and Tax Year 2011, which 

hasn't yet begun. And so through you, Mr. President, 

to Senator Daily, the question I have is: Why 

wouldn't people that might otherwise be in line for 

these bonuses talk to their employers and ask them to 

characterize the payment as something other than a 

bonus? Through 

THE CHAIR: 

Senator Daily . 

SENATOR RORABACK: 
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you, Mr. President, to Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, using you as an. 

example as you did at the beginning of the question, I 

know certainly y~u would never do that, and I trust 

that most of these people are responsible citizens and 

are most eager to help the small businesses which will 

will, in turn, heip them grow. 

But to answer the heart of your question, there 

isn't a -- a mechanism to stop that. 

SENATOR RORABACK: 

There -- through you, Mr. President. There --

THE CHAIR: 

Senator Roraback. 

SENATOR RORABACK: 

' I appreciate Senator Daily's response that there 

isn't a mechanism to stop that. And I'm not sure, 

Mr. President, I'm not sure that I would ascribe, 

necessarily ascribe evil, evil motives to individuals 

who -- it makes a -- if it makes no difference to 

their employers and it makes no difference to them 

whether a payment is -- has a "bonus" written on· the 

check or "salary" written on the check, I can't, you 
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know, my experience.with human behavior is that people 

might act in their economic, rational self interest 

and characterize the payment so as to avoid paying 

this tax. 

But, Mr. President, more importantly, through you 

to Senator Daily, has she had an opportunity to review 

legal opinions, which have emanated from some pretty 

high-priced talent in Washington, DC, which suggests 

that the payment -- .that the imposition of a penalty 

tax is unlawful, is what I believe they call a "bill 

of attainder?" Through you, Mr. ~resident, to Senator 

Daily . 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, yes, I've had the 

opportunity to review the opinion of five learned 

people in this area, including our own Attorney 

General, who do not think this meets the bill-of-

attainder test. 

THE CHAIR: 

Senator Rorabac·k . 

SENATOR'RORABACK: 

002205 



• 

• 

mhr 
SENATE 

And, thank you, Mr. President. 

136 
April 30, 2010 

Actually, the question I have for Senator Daily 

is whether she had an opportunity to review the 

opinions of learned people who do think that this 

represents a bill of attainder tax. 

THE CHAIR: 

--Senator Daily. 

SENATOR DAILY: 

Yes, sir. Thank you, very much. 

Through you, yes, I have. And I believe the five 

people who wrote the other way. 

THE CHAIR: 

Senator Roraback. 

SENATOR RORABACK: 

I'm sorry. Pardon me, Mr. Pre~ident, through you 

to Senator Daily. 

SENATOR DAILY: 

Through you, Mr. President, yes, I have an 

opportunity to review those. But my faith is in the 

five that wrote that this does not meet the bill-of-

att·ainder test. 

THE CHAIR: 

Senator 

SENATOR RORABACK: 
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Very --

THE CHAIR: 

Roraback. 

SENATOR RORABACK: 

137 
April 30, 2010 

well. Thank you, Mr. President. 

And -- and I don't think -- neither Senator Daily 

nor I are going to have the luxury of having the last 

word on the question of whether or not this tax 

constitutes a bill of attainder, but suffice it is say 

when you have high-priced talent on both sides of the 

question, we can all be pretty confident that we 
I 

shouldn't be spending this money until the -- because 

unless and until that question is decided -- and I for 

one, Mr. -- Mr. President, having listened to the 

rhetoric around this provision, fear that the very 

emotions which I, too, am guilty of having, may 

represent the evidence the courts will need to find 

that what we're doing is unconstitutional. 

But setting aside for the moment, Mr. President, 

the constitutionality of this tax, I think the more 

important question I have for Senat·or Daily to most 

of the people that are watching or listening, who all 

of us have heard from, is the Business Entity Tax, 

that $250 fee which the State of Connecticut wants 
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from anyone who has an entrepreneurial --

entrepreneurial spirit in this state and wishes to try 

a business enterprise. 

Through you to Senator Daily, could she again 

describe those companies which will be relieved from 

that burden if this bill is p·assed? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, yes, I certainly would be glad 

to. These are the businesses .. that are typically 

called "mom-and-pop" operations. They are bus·inesses 

that have a net income of $50,000. They work at least 

-- or they're paid to work at least 35 hours a week 

I need to check the number of hours. That's it. 

THE CHAIR: 

Senator Roraback. 

SENATOR RORABACK: 

And so I'm sorry in order to not pay the 

tax, you have to make at least $50,000? 

THE CHAIR: 

Senator Daily . 

SENATOR RORABACK: 
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Or you have to make less than $50,000? 

SENATOR DAILY: 

Fifty thousand dollars or less. 

SENATOR RORABACK: 

Okay. 

THE CHAIR: 

Senator Roraback. 

SENATOR RORABACK: 

So you have to make less than $50,000, and you --

and how many hours a week do you have to work at this 

business? 

THE CHAIR: 

Senator Daily. 

SENATOR .RORABACK: 

Through you, Mr. President, to Senator Daily. 

SENATOR DAILY: 

Thirty-five. 

THE CHAIR: 

Senator Roraback. 

SENATOR RORABACK: 

And so, Mr. President, for the constituents that 

I have that might work one hour a week or two hours a 

week or 50 hours a year if they're a small business 

enterprise that they launch, they will still have to 
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pay the $250 minute minimum tax? Through you, 

Mr. President, to Senator Daily --

THE CHAIR: 

Senator 

SENATOR RORABACK: 

if I'm understanding her --her explanation 

correctly. 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, Mr. President. 

And through you, Mr. President, yes, sir, you're 

correct. 

THE CHAIR: 

Senator Roraback. 

SENATOR DAILY: 

And through you, Mr. President, to Senator Daily, 

is there a rationale for continuing to impose the tax 

on the most tenuous, fragile, teeniest, weeniest small 

businesses while relieving from the burdens of this 

tax people that are working 35 hours a week at their 

business? Through you, Mr. President, to Senator 

Daily . 

THE CHAIR: 
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Thank you, very much, Mr. President. 

I appreciate your description of those firms that 

aren't making that sort of money. But the interest 

here and the work here is to help small businesses 

that -- that are in business. And if those businesses 

you describe are successful, hopefully they'd be in 

line for this same forgiveness for the next year. 

THE CHAIR: 

Teeniest, weeniest is a technical term; right? 

SENATOR DAILY: 

It is ·a legal 

THE CHAIR: 

Senator Roraback. 

SENATOR DAILY: 

technical term, as I understand it. 

SENATOR RORABACK: 

Thank -- thank you, Senator Coleman for your 

understanding of the import of that term. 

Mr. ·Presideqt, I -- I guess where I come from, 

the people that are crying loudest for relief are the 

littlest guys, and I think that we're missing the mark 

when we're not offering relief to the littlest guys 
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Qecause people that don't make $250 a year in their 

small business, they feel a little bit and who can 

blame them -- imposed upon when they pay a $250 tax 

for the privilege ~f trying out a business that loses 

a thousand dollars every year. And so I -- while I 

appreciate the spirit of what this bill is hoping to 

accomplish, I think it falls short of the mark in that 

regard. 

Mr. President, small business needs all the help 

it can get in this state, but I don't think the way to 

finance the help for small business is by imposing a 

tax which I think odds are will be found 

-unconstitutional or will be gotten out from under·by 

the smart people that are earning these bonuses, and I 

also don't think that limiting relief from the Small 

Business Entity Tax to that universe that Senator 

Daily described, I don't think the net is cast wide 

enough, and I think it misses the fish that most need 

our help. So for that reason, I'll be voting against 

the bill and urging my colleagues to do the same. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator . 

Senator Bouche·r. 
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SENATOR BOUCHER: 

Thank you, Mr. -- Mr. President. 

Mr. President, I'm not going to be asking a lot 

of questions of my distinguished Chai~ of the 

committe~, because I'm sure she's answered these 

questions many times before in committee, so she can 

have a rest in her seat as she's worked very hard this 

year. 

This discussion about helping small business and 

the title of this bill, appropriately Senate Bill 

Number 1, because it is the number 1 problem and issue 

the.state is facing as many other states are, and that 

is the preservation and creation and jobs in 

Connect·icut. And in attempting to do that, by taking 

a look at one of our.most onerous taxes, the Small 

Business Entity Tax of $250 and then trying somehow to 

eliminate that, even if it is for a short time or even 

if it is for only a certain group of people, is being 

done in a way that literally hurts them. 

And I say that because as we talk about these 

small, tiny, itty-bitty businesses that were just 

discuss~d, so many of them in Connecticut are totally 

dependent on our larger employers. UTC is an example 

where we have small injection molding shops all over 
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the state, small tool and die makers that makes very 

small equipment that is necessary for their 

application or we can have a large bank or we can have 

General Electric who has small appliance shops all 

over the state and all over the country. They are all 

·dependent, a lot of them, many on them, on our larger 

businesses. That's not even to discuss the dry 

cleaner establishments, our retail stores, our grocery 

stores, so many of them dependent on both our large 

and small businesses. ·so we-- we talk to give 

something to Peter from borrowing from Paul; we are 

doing a disservice. . .... 

And particularly this bill, I think, does not 

accomplish what it sets out to do, particularly when 

we wanted to eliminate this $250 Business Entity Tax 

on all of our businesses and permanently, not just for 

a short period of time. It was bad policy, bad 

business policy for the state. It should not be 

dependent on any other one thing that we should be 

doing, and particularly in this area, because it 

brings up so many, so many issues. 

And I would say that even if, in fact, this 

should narrowly pass the Senate with maybe not enough 

votes to sustain a possible veto, the mere fact that 
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we're sitting here discussing this bill sends a very, 

very negative, bad message to the rest of the state 

and to other employers from other -- outside of the 

state how -- i~ they should dare to come into 

Connecticut, should at some day, some point in time, 

whether it is a financial services organization or a 

car company, might be getting a loan from the federal 

government and in turn then would be facing some 

legislation such as this. 

You know, we had the University of Connecticut do 

a really stellar r.eport that talked about a vision for 

Connecticut's viability and business sector to the 

-y~ar 2020. And the very, very first paragraph of-that 

vision for 2020 for Connecticut, it stated that 

Connecticut has the worst jobs record in the nation 

over the past 20 years, not just recently. Not only 

has Connecticut failed to create net new jobs, but the 

overall quality of the jobs in the economy has 

deteriorated. In other words, high-skill, high-wage 

jobs are shrinking, replaced broadly with low-skill, 

low-wage jobs. And it must reverse this trend. 

This can further be seen by the fact that in the 

last census, and we're undergoing another one right 

now, ten years later, that last census we lost a 
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Congressional seat. We used to have six congressmen, 

now we have five. That means that our influence is 

diminished. All the money and revenues we send to the 

federal government is not returned to us in equal 

measure by a long shot, and the further we erode that 

population and our revenue base as well, we could 

stand to lose even further. 

This was also~seen very easily by when we tried 

to institute another tax to shore up our -- our 

lackluster.tevenue stream, and that was the Estate Tax 

when we did lose a large portion of a population. And 

it was actually oocumented in a -- in a fairly 

detailed report by the Department of Revenue Services 

on the effects of the Estate Tax and the demographic 

changes and the change in our employment base, both by 

the quality and the the amount of money that they 

were getting. 

So this, to me, is of a big concern, because not 

only are we trying to attempt to somehow help our 

small business entities -- and, again, the question is 

there, how well we do that -- we are going to set 

about taxing the financial services industries, those 

banks or financial service industries that happen to 

not only request TARP assistance but those that did 
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There were many institutions that were approached 

by our federal government to take some of this money 

so they could shore up and support the financial 

institutions at that time, because they were so 

critical to us. So that very entity that is so 

critical to the underpinning of our economy, now we 

stand to punish in some fashion. And these may very 

well be the same people that we just punished in our 

September budget, that two-year budget tha~ we're 

functioning under now where we made a progressive 

State Income Tax, a larger tax for those making over 

$~00,000 a year or more. Not only did we tax it, we 

did it retroactively so that there are some employers 

-- by the way, some of those wealthy or happen to be 

our employers, they literally did not take any salary 

or pay whatsoever for the last two or three months of 

the year because they retroactively went back to 

January. These could be the very same people. 

So this not only raises the issue of whether 

we're doing something that no other state is 

considering doing, by the way, again, picking a 

special place in -- in the business world for 

Connecticut as not only being the most anti-business 
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environment state in the country, but we're going to 

further exacerbate it with measures such as this. 

Now, we have already had a number of pieces of 

testimony in committee by some of these institutions 

that further underscore that in their opinion it's 

anti-job, anti-employee, anti-residents, anti-business 

and completely counters the underlying goal of the 

bill whi~h is -- which is actually job creation. 

They further underscore the fact that so many of 

these institutions have not only paid back any of 

these loans, but they paid it back with interest; in 

other words, the government, the taxpayer made money 

on this. And so many of these employees had nothing 

to do with that aspect of the business that this seeks 

to address. rhey are feeling unfairly targeted, and · 

rightly so. 

And it is a business, I might add, that really 

supports Connecticut's revenue stream. It employs an 

industry of 150,000 peo~le, over 5,000 businesses and 

industry that makes up 10 percent of the state's 

employment base and represents 30 percent of the 

state's gross product; again, a very, very negative 

message . 

They further go on to say that by doing this, by 
I 
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picking on this particular group of people, we may be 

tampering with a constitutional issue, which the 

State of Connecticut, therefore, would encl up going to 

court. Ahd not understanding or knowing or realizing 

how much revenue they could be gaining, we would have 

to spend quite a bit, probably litigating this in 

court. It doesn't know how many people, really, it's 

going to affect. It doesn't know how much revenue 

that it's going to bring in. And, again, it tests the 

constitutional issue. 
I 

And a further, the issue of its 

constitutionality, it's been stated~hat it violates 

the~-u. S. Constitution's prohibition upon passage of 

any state of a bill of attainder. And I understand 

that to mean that a levy would not and could not apply 

to a taxpayer who declined or returned such a bonus 

but will apply to any bonus received by a taxpayer 

from a covered TARP recipient, regardless of whether 

such covered TARP recipient was paid in full or in 

part to the federal gove-rnment, any funds under TARP. 

And when they further go on to explain what does 

the Constitution Bill of Attainder Clause say, it says 

that in Section 2 of S.B. 1 targets and effectively 

punishes a discreet group of individuals, solely 

002219 



• 

•-

• 

mhr 
SENATE 

150 
April 30, 2010 

because they received bonuses from certain currently 

unpopular financial institutions and that legislative 

acts such as this, the one that we're discussing right 

now, no matter what they're for that apply either to a 

named individual or to easily ascertainable members of 

a group in such a way as to inflict punishment on them 

without a judicial trial are bills of attainder 

prohibited by the Constitution. This clearly makes 

this type of legislation easy bait, easy target to go 

to court, a~d surely we will do that. 

It just doesn't make sense, Mr. President, that 

we should be discussing this bill at this time in this 

state for a very group that really helps to support 

our revenue base for the state. There are a number of 

state Senators here that represent many of these 

organizations, these individuals, many of them that 

went through quite a bit of -- of difficulty in paying 

because sometimes they're on top and sometimes they're 

nearly out of business and are in foreclosure and have 

to leave or at other times they're being targeted by a 

legislative committee here where some of the families 

and their children actually are afraid and afraid for 

their lives because they have cars and residents and 

protests going on in front of their homes, and they 
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don't understand why, many of which weren't even a 

part of all of this. 

And at some point there is a threshold where 

they're going to say, you know, we don't need this. 

We're only 10 miles, 15 miles, 20 miles at the most 

from the -- from the New York border; we could just as 

e~sily do our business there. And that's what we want 

to prevent. 

So, as I said, this is certainly not the kind of 

action I think that this bill should be directing to 

improve our job market and the environment to have a 

healthy economic environment for the state to proper 

and to grow. So for that reason, I know and I hope 

that a number of our Senators will consider not 

supporting this bill right now; it's the wrong time 

for this sort of action. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator. 

Senator Frantz. 

SENATOR FRANTZ: 

Thank you, Mr. President. I can't help but sense 

and smell the irony in the title of this bill, given 

some of the contents of it, AN ACT CONCERNING THE 
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PRESERVATION AND CREATION OF JOBS IN CONNECTICUT. 

There are some serious reasons in here why this does 

not do that and there is also a message in this bill, 

Senate Bill Number 1, that will resound through the 

business community as we speak today, whether this is 

passed or not. And it's not a good message at all. 
I 

In this bill, there is the good and there is the 

bad and there is the ugly. The good is that at least 

we are taking a stab at eliminating the Business 

Entity Tax; that's a tax that is onerous particularly 

for smaller companies, and I applaud the committee for 

.d writing a bill to address that. There is $20 miLlion 

in loans and loan guarantees for smaller businesses; I 

applaud that. 

The bad is that it doesn't go far enough. 

Connecticut is at a crossroads in terms of its 
' 

potential future development of its tax base which, 

once again, feeds Connecticut state government and all 

of the programs that we review and implement every 

year. If we harm that tax base, we're harming every, 

single person in Connecticut or most of them, in any 

case. 

And then there is the ugly, which is the bonuses · 
I 

on employees who receive -- on bonuses at firms that 
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receive TARP funding.· This is the community of 

businesses that we want in the State of Connecticut. 

We want financial service businesses. They don't 

pollute. They pay a lot of money in their salaries. 

They contribute a great deal in terms of economic 

development, individually and corporate-wise they 

contribute a great deal to the charities in their 

respective communities and municipalities. The last 

thing in the world we want the be doing is sending out 

the message that we're going to tax you more. 

And, yes, it probably does bump up against the 

issue of a bill of attainder, a constitutional issue 

that-has been reviewed, but not fully, not as fully as-

we could. And if it is litigated, it'll be a very 

interesting case to folldw. If we were to 

hypothetically litigate that or, in fact, litigate it 

and we were determined not to be passing a bill of 

attainder here today, the fact that it comes close, 

that it rises to the level of an inquiry in the court 

of law is something that does not send out a good 

message at all. 

Again, this is the community of business people 

that we want in the State of Connecticut. Our heyday 

is over, quite frankly, in terms of manufacturing, 
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insurance, which is part of the financial services 

sector, and other industries that have put Connecticut 

on the map not only of this country but of the entire 

world and has created a great stream of revenues to 

the state of government for over a hundred-and-some-

odd years, as long as they've had taxes in place. 

I do want to also point out that although the 

data is not in yet and it may be very difficult to get 

this in time for the end of session, but we have been 

blessed in the State of Connecticut by an unexpected 

bump-up in revenues here recently. We need to parse 

through that data to figure_out where it came from,· 

but what I'm hearing is that that -- that increase in 

revenues came from a smaller group of people. I can 

guess, you can guess where that came from. It may be 

less than 20 people, the -- a significant portion of 

it, a statistically significant portion of it. It may 

not; we don't know, but that's the suspicion at this 

point. The message there, fellow Senators, and 

Mr. President is that if we did not have those people 

in our state, because I suspect they worked at 

financial service firms, we wouldn't have that 

unexpected bump-up in revenues, we'd have perhaps 

something on the negative end. That's a message that 
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we should all pay very, very close attention to. 

Mr. President, through you~ I have two, maybe 

three short questions for Senator Daily. 

THE CHAIR: 

Please proceed to frame your question. 

SENATOR FRANTZ: 

Thank you. 

Senator Daily, if the TARP money was paid back 

already, the -- does the increased bonus tax remain in 

effect? 

SENATOR DAILY: 

Through you_ Mr. President 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

yes, sir, it does. 

SENATOR FRANTZ: 

Thank you. 

Through you, Mr. President, thank you for that 

answer. If the money is about to be paid back with 

interest at a surplus, we'll call it, to the taxpayer 

as opposed to a profit to the taxpayer, is the bonus 

still -- bonus tax still in place? 

THE CHAIR: 
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And through you, Mr. President, yes, sir, it is. 

THE CHAIR: 

Senator Frantz. 

SENATOR FRANTZ: 

Thank you. 

And through you, Mr. President, Senator Daily, 

are there any other states that you're aware of that 

have a tax such as this one, specific to bonuses for 

emplo_yees who work for firms that received TARP 

monies? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, Mr. President. 

And through you, Mr. President, no, sir, not that 

I'm aware of today. 

THE CHAIR: 

Senator Frantz. 

SENATOR FRANTZ: 

Thank you . 

Through you, Mr. President, thank you for those 
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answers. I do not have any more questions for you, 

maybe some others that I'll -- I'll ask privately. 

But thank you for those answers. 

Once again, Mr. President, I would say this bill 

sends out the wrong message at the wrong time. Yes, 

there are good elements in it. It -- it does provide 

for some good economic development provisions. It 

doesn't address completely the Business Entity Tax 

which for small business is an onerous burden. For 

larger businesses, it's a slap in the face; it says we 

don't really appreciate you as much as we should. 

And, final point, once again, where are. we going 

to get our-revenues if we don't have the financial 

services business in the State of Connecticut? 

Decisions are being made daily,· and I do not want to 

see something like this in a bill form scare our tax 

base away. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator. 

Senator Debicella. 

SENATOR DEBICELLA: 

Thank you, Mr. President . 

Mr. President, through you, a question to the 
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Proceed to frame your question. 

SENATOR DEBICELLA: 

Thank you, Mr. President. 

Through you, to my good friend Senator Daily, I 

just didn't see it in the bill here. Where is the 

section that's going to prohibit people from moving 

out of the State of Connecticut? Through you, 

Mr. President. 

THE CHAIR: 

Senator Daily . 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, that perhaps is 

an amendment you want to offer. 

THE CHAIR: 

Senator Debicella. 

SENATOR DEBICELLA: 

Through you, Mr. President, I obviously jest in 

in the question, but a more serious question is: 

Why do we·believe that people who are given this new 

TARP tax, many of whom have the financial wherewithal 

to move, won • t just move to New York or an·other state 
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instead of paying this tax? Through you, 

Mr. President. 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr~ President. There are a 

number of reasons I believe that will not be the case. 

First of all, this is not higher than any other of our 

surrounding states as a tax rate, and it's lower than 

most. Second, it's temporary. Third, it does help 

the small businesses that we've been trying to help. 

And I would like to mention that I was on, as 

were other colleagues, the Finance Committee when this 

tax was enacted~ The problem that this sought to 

address was that there were many companies who paid 

zero tax. Since we've passed this tax, there's always 

been a concern about t'hose at the bottom of the ladder 

and always a look to see if there was some way we 

could provide some kind of relief. Now that there 

were those bonuses that we think people were likely 

not counting on, we are going to try to use that for 

two years to provide that relief that we have sought. 

SENATOR DEBICELLA: 

Thank you. 

002229 



• 

• 

• 

mhr 
SENATE 

THE CHAIR: 

Senator Debicella. 

SENATOR DEBICELLA: 

Thank you, Mr. President. 

160 
April 30, 2010 

I thank Senator Daily for the answer to the 

question. I actually think she's half of the equation 

right there. I actually think every, single person in 

this circle would vote to eliminate the Business 

Entity Tax, if it were a stand-alone bill. 

The issue is that this TARP bonus tax is not only 

unconstitutional but is going to harm the State of 

Connecti~ut because people are going to leave this 

state. When you place th±s kind of tax on folks, they 

might not move to New York, they might move to South 

Carolina or Florida, because a lot of financial 

serviGes is not geographically dependent. So this not 

only is going to do something that's unconstitutional, 

but it will reduce -- it -- it will actually reduce 

the amount of revenue the State of Connecticut is 

going to get as people move out. 

The fiscal note on this is wrong. This is going 

to result in a massive loss for the State of 

Connecticut, because when these folks move out, not 

only do we lose their TARP tax money but their Income 
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Tax money, their Sales Tax money. So this is going to 

be detrimental to our budget. 

Now, take with -- when those people leave, guess 

what? They're probably going to be leaving with their 

businesses. So this is about creating jobs? People 

in Connecticut are going to lose their jobs as folks 

move out of the state. This is going to have the 

exact opposite effect of what it's going to have. 

Only in the perverse logic of this building does 

raising a tax somehow create jobs. If we were serious 

about this, we would have a stand-alone bill that 

actually cut the Business Entity Tax, dealt with 

regulation ref·orm, actually cut spen.ding to pay for 

it. Instead, what we have here, Mr. President, I 

believe is nothing but political theatre to capitalize 

on emotion and does not fundamentally address any of 

the issues that our business community is facing. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator. 

Senator LeBeau. 

SENATOR LEBEAU: 

Thank you, Mr. President . 

I rise in support of this bill as amended. Now, 
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we've heard a --we're going to hear more, I'm sure, 

about the signals that we're sending to business. And 

I think .ther.e · is a -- there's a signal that we're 

sending to both business and to the people of the 

State of Connecticut with this bill, and that signal 

is one of fairness. 

I w~s listening to National Public Radio this 

morning. They· were talking about hedge fund managers, 

and they'd noted that of -- if you took the salaries 

of the 25 top hedge -- hedge fund managers last year 

in the United States, that we could pay for 688,000 

teachers. 

-~ You know, this is about we've heard this 

discussion about Main Street and Wall Street. This 

bill is about Main Street. This bill is about helping 

small businesses through the business assistance 

program that's being set up by the $20 million that we 

have -- that will be appropriated through the bond 

funds and through the reduction of the -- the Business 

Entity Tax. 

Whether it's teeny-weeny or itsy-bitsy or 

polka-dot bikini, I'm not sure, but it's -- let's get 

back to the facts in the bill. What we're talking 

about are real businesses that employ one person. So 
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we're talking about real businesses, not --not 

businesses that file a form every year that way that 

we're in existence but businesses that really employ 

people. So we're saying if you make less than $50,000 

and you and you employ somebody, at least one 

person, at at least 35 hours a week, then you're going 

to get that break; we're going to take off that $250. 

You know, and we're talking about signals we send 

to business. We send signals to business. We're 

going to send more signals to business. There 

there are going to be some bills that I'm sure that 

Republicans and Democrats alike are going to are 

going to back regarding business this year, 

particularly for small business. And why small 

business? Because we know that 97 percent of the new 

jobs that are created in our economy are created by 

small businesses. So that's why we're focusing on 

small business. 

you know, we're also going to have bills that, as 

I mentioned, the, you know, the so-called "Roundtable" 

bills and other bills that are going to come from 

Commerce, bills that deal with the reinvigorating and 

getting the Insurance Reinvestment Act going. But if 

you look back .in our past, we have done much for large 
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business. We have done much for -- for large business 

that we - the one of the largest trading floors in 

the world is in Stamford because of what this 

Legisiature did some years ago. We have done these 

things and we'll continue to do these things, and this 

bill, again, is about fairness and balancing the needs 

of Main Street versus Wall Street. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator. 

Senator Guglielmo. 

SENATOR GUGLIELMO: 

Thank you, Mr. President~ 

Just a few brief remarks. I doubt if I'd have 

anybody in my district that would be affected by the 

tax we're talking about, but I do think there's a 

basic unfairness with the tax. And I know from some 

of the -- actually some of the seminars we had here 

and when we had some tax experts in front of the 

Finance Committee, and they mentioned that the United 

States and Great Britain have the highest percentage 

of tax compliance in the world. And -- and one of the 

reasons they gave for that is that most people think 

their taxes are fair. We all complain about them, 
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but, in general, we think it's a fair system. 

Something like this is just on its surface blatantly 

unfair, and that's why I have some problems with them. 

You're -- you're taxing people retroactively; I never 

could understand how that was fair. 

Some of the questions that Senator Frantz asked 

about, even when if they paid back the TARP money, 

they're go~ng to be subject to this tax; but that 

strikes me as unfair. 

And then when you move on to some of the remarks 

by Senator Debicella, you know, about this being a 

very mobile society, and you don't need -- you knowr 

with computers and·so on -- you don't need -- location 

doesn't mean a~ything at all for most of these 

businesses. 

I knew a guy who was a hedge fund operator and 

from Connecticut. He moved down near Duke, because he 

had a weight problem and he wanted to be near their 

weight-loss clinic, had nothing to do with taxes but 

it -- it shows how easily you can move a business like 

that. 

And, you know, we've been a mobile society from 

colonial times. I -- I, you know, I took my Master's 

degree at Trinity, and I had a real old, sage of a 
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professor and he explained it, how the United Sates 

has always been mobile because we had cheap land. And 

so if you didn't. like who you were worki'ng for, it was 

inexpensive land and you could move. The reasons for 

moving today are a little different than that; the 

land isn't cheap, but we're still mobile. We have 

those habits. And, you know, and I am concerned and I 

-- we, we are losing population. We are losing jobs. 

Those are real facts; those are not some projections, 

those are facts. 

We all -- we all in this room know people who 

have left,Connecticut because of our attitude, which I 

consider to be pretty anti-business. I know two 

within the·last year, one to North Carolina, one to 

Florida, who ·have moved, not because of this specific 

tax, but just because of our tax policy in general. 

We seem to be punitive in the way we tax people. 

I mean the one good part of the bill that I 

though was worthy, when we're going to take a shot at 

eliminating that two -- $250 tax on some, some 

business. And I think that's great. The problem is 

you're talking about businesses -- I mean, I think we 

should eliminate the entire tax. You got people --

you're talking about you're a small business that 
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makes $50,000, has one employee. I'm an -- I have an 

insurance. agency in a very small town, 11, 000 p·eople; 

we insure a great many business that have only one 

person. But you'd be surprised at how many 

businesses, they don't want to get into the hassle of 

hiring employees, so they're, because of the 

environment that we created here in Connecticut, 

because of the high Workers' Comp costs, because of 

the taxation, because of the regulation. So you've 

_got a lot of one-person businesses, carpenters, people 

putting flooring in, landscapers; they work alone. 

They're - they're not going ~o get this tax break . 

You even have some ·people who are really· not in 

business at all who just set up an LLC. They own land 

up in Stafford and Union and Eastford. A lot of 

people have had land in their family for generations, 

and they're what we would call "land poor." They got 

no cash but they own land and they keep it because 

some of them just like to own land. They've owned it 

a long time and they value it, and they're they 

don't want to sell it. 

And that kind of fits in with another goal in 

Connecticut; we're trying to keep open space. So, you 

know, you have an -- I -- I -- just one lady comes to 
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mind; I've mentioned her before in this chamber. She 

called me up. She's in her eighties. She has a lot 

of land that's been in her family for generations. 

She set up three LL three LLCs with her three sons 

to give her liability protection on the land. In case 

someone got injured on the land, they could only take 

so much; it was smart. But she pays 250 times 3 for 

absolutely nothing, and she asked me how, how is that 

fair? I'm not even really in business. You know, I 

really couldn't answer that. So I think if you're 

talki~g about a question of fairness and taxation, 

this just doesn!t do the job . 

Thank you, Mr. President. · 

THE CHAIR: 

Thank you, Senator. 

Senator Prague. 

SENATOR PRAGUE: 

Thank you, Mr. President. I would like to ask 

the proponent of the bill, so that I will understand 

this more clearly, a question. 

Through you, Mr. President, Senator --

THE CHAIR: 

Please frame your question . 

SENATOR PRAGUE: 
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Senator Daily, the bill before us is going to tax 

just the bonus that these CEOs or at whatever level 

they are, people who get the bonuses in these,· the 

companies who got the TARP money. Is that correct? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Through you, Mr. President, yes, that is correct, 

Senator. 

SENATOR PRAGUE: 

And through you, Mr. --

THE.CHAIR: 

Senator Prague. -

SENATOR PRAGUE: 

Thank you, Mr. President. 

And through you, what's the average salary these 

people get, not counting the bonuses? Because bonuses 

are not salary, but what's the average salary they get 

for the work they do? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Through you, Mr. President, I don't have the 

information on the average salary, Senator. 
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So, through you, Mr. President, if this is only 

going to tax bonuses of over 500 million -- no --

$500,000, then would I be wrong in assuming that if 

the $500,000 is a bonus, that they -- that salaries 

would at least be equal to that if not more? 

THE CHAIR: 

Sena·tor Daily. 

SENATOR DAILY: 

Thank you, Mr. President . 

And thrQugh you, Mr. President, Senator, I don't 

think that's anything I fe·el qualified to answer. 

Some could be earning various low ·salaries and receive 

a bonus, some could earn very high salaries and be 

eligible for a bonus. But this surcharge that we're 

speaking of is two-and-a half-percent on the bonus --

SENATOR PRAGUE: 

Uh-huh. 

SENATOR DAILY: 

$500,000 and over. 

SENATOR PRAGUE: 

Well --
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Through you, Mr. President, I want to thank the 

Chair of the Finance Committee. So that I can just be 

clear, that the $500,000 is in addition to their 

salaries and the -- the tax is only on that large 

bonus. 

THE CHAIR: 

Senator .Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President . 

And through you, Mr. President, yes, Senator~ 

th~t's exactly correct. On whatever your salary is, 

you pay your tax as levied. And this bonus is only on 

-- this two-and-a-half percent is only a bonus that 

you would have received if you were an employee in a 

company who received and accepted TARP funds. 

THE CHAIR: 

Senator Prague. 

SENATOR PRAGUE: 

Through you, Mr. President, thank you, Senator 

Daily for explaining that to me . 

Thank you, very much. 
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Do you care to remark further? Do you care to 

remark further on the bill as amended? 

Senator Fasano. 

SENATOR FASANO: 

Thank you, Mr. President. Mr. President, through 

you to the proponent of the bill --

THE CHAIR: 

Please proceed. 

SENATOR FASANO: 

Thank you . 

Mr. President, if I may, in Line·58 though 59, it 

says disqualified bonuses do not include commissions, 

welfare or fringe benefits or expense reimbursements. 

It's my understanding that in determining the TARP 

bonus, as defined in previous lines, those items are 

disqualified from that value. 

Is that a correct interpretation, through you, 

Mr. President? 

THE CHAIR: 

Senator Da~ly. 

SENATOR DAILY: 

Thank you, Mr. President. 
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And through you, Mr. President, yes, sir. 

THE CHAIR: 

Senator Fasano. 

SENATOR FASANO:. 

Thank you, Mr. President. 

Mr. President, through you, perhaps Senator Daily 

can help me out with the -- in Line 59 -- word 

"welfare" must be tied to the word "benefit," I'm 

gathering, but welfare or welfare benefits. What type 

of welfare or welfare benefits would that include that 

could be discluded from the bonus value? Through you, 

Mr. President . 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

The bill does not contain a definition of that 

welfare or of fringe benefits or of expense 

reimbursements or of commissions. But I would expect 

it would have the common meaning and match what we do 

with our own Income Tax. 

THE CHAIR: 

Senator Fasano . 

SENATOR FASANO: 

002243 



•• 

•• 

• 

mhr 
SENATE 

Thank you, Mr. President. 

174 
April 30, 2010 

Although I can't speak definitively, but I don't 

believe that welfare is described in our code, but I 

won't say it definitively. But if I can ask the 

Senator, if part of my compensation package was a 

health club membership, would that be something that 

would be considered excludable from the definition of 

disqualified bonuses? Through you, Mr. President. 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

If part of your salary was considered a health 

club membership, I would think yes, you would pay tax 

on that. And I think the same application would be 

present in a bonus . 

. THE CHAIR: 

Senator Fasano. 

SENATOR FASANO: 

So, through you, Mr. President, would that be, 

under this bill, if that kicked in to over a million 

dollars, would that be·-- or 500,000 -- would that be 

subject to the TARP tax or not, this say, health club 

benefit membership? Through you, Mr. President . 

THE CHAIR: 
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Senator Daily. 

SENATOR DAILY: 

Thank you, Mr. President. 
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And through you, Mr. President, yes. If that 

were considered part of your bonus, a health club 

membership, I would say that it would, as it would in 

other circumstances. If that's part of your salary, 

it's considered as part of your income. 

THE CHAIR: 

Senator Fasano. 

SENATOR FASANO: 

Thank you, Senator Daily. 

And through you, Mr. President, so it would not, 

although it would be disqualified under Line 58 

through 59 because it's a welfare benefit, you're 

indicating that it would be included for the bonus 

tax. Is that correct, through you, Mr. President? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, Mr. President. 

And through you, Mr. President, yes, that's what 

I'm saying . 

THE CHAIR: 
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So what welfare benefit are we excluding by 

virtue of Line 58 through 59, Mr. President, through 

you? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you very much, Mr. President. 

I would say this excludes what is commonly called 

a welfare benefit, welfare that you receive from the 

government . 

THE CHAIR: 

Senator Fasano. 

SENATOR FASANO: 

I thank Senator Daily for that answer. 

If I can now turn to Lines 40 through 41 of the 

bill, where it talks about arrangements for future 

payments, in our code we tax when you either realize 

that income that is receive it or if it is a promise 

in the future, if it's securitized or there's security 

now in some fashion and you get it in the future, such 

that the expectancy of that money is almost guaranteed 

or is guaranteed, you include it in income. With 

\ 
'· 
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respect to future payments, if there was a contract to 

say three years from now, so in 2013, I am going to 

pay you a bonus of $500,000 if the company does X, 

would that be included in this bill as a taxable event 

tod~y or when I receive the money in 2013? Through 

you, Mr. President. 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, that would be 

considered a taxable event when you realize those 

receipts. We follow federal tax co~e; you pay on Line 

1420 or whatever of our form. So that's how that 

would be --

THE CHAIR: 

Senator Fasano. 

SENATOR DAILY: 

Is how that would be done. 

SENATOR FASANO: 

Thank you, Mr.· President. 

Mr. President I thank Senator Daily for her 

answers . 

Mr. President, I rise in opposition to this bill 
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for a number of reasons. First of all, Mr. President, 

Senator Daily is correct, we should be following the 

tax code, and we should be following the tax law. 

This will be the first time federally or state that 

someone has att~mpted ~o use the tax code in a manner 

against a particular· industry as a result of a 

particular offense and against a particular employee, 

first time that I can find, that this is done to that 

regard. To me, that's an awful scary power. 

I've looked at the opinions. And, you know, 

people can say there's an accident on the corner and a 

lawyer sees it, and he can take either side, when it 

comes down to a case. In this case, nothing is more 

true. The Attorney General of Connecticut was asked 

is this an unconstitutional tax? His answer was I 

think so; it is -- I think it is not unconstitutional, 

maybe -- perhaps .. 

I kind of looked, and as an example of that, he 

said Y?U have to look at the legislative purpose of 

the tax, which is stated to replace the corporate tax, 

which is in the bill. So he's saying it's okay that 

it has a function of punitive nature, as long as it 

has what the Legislature deal -- believes is a noble 

cause. So if you're doing something that's wrong but 
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you have a noble cause, it's okay. I don't follow 

that logic. 

There are a lot of people with good intentions 

who do bad things, and they're held accountable; 

they're still bad things. So in this case, 

Mr. President, that argument, which is the crux of his 

decision, which at the end of the day he is equivocal 

at best saying I don't think so. 

When you look at the law, the law is abundantly 

clear. You have to have a·rational relationship to 

the tax and the generation of that tax, that income. 

There is no rational relationship. There is nothing 

that TARP tax of Connecticut does to increase 

businesses in the State of Connecticut. That tax, in 

and of itself, does not increase businesses in 

Connecticut. Sure, we can use that money to do lots 

of things, loads of things, hundreds of things. One 

they pick is to bring businesses, but that's not what 

the TARP tax is -- is associated directly with. 

Mr. President, it is clearly, absolutely, positively, 

without question, punitive. It's punitive. It is 

offered as a way to punish those who we feel did 

something wrong . 

Now, I know it's very tough to stand here and say 
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somebody gets a million-dollar bonus, $2 million 

bonus, $3 million bonus. It's tough to protect; I get 

that. But it is the policy. We are opening up a door 

to an unbelievable unknown, and it's easy to pick on 

the person who makes the two million, $3 million 

bonus. There's not a lot of sympathy out there for 

the person. But you have to look behind that. You 

have to look at the policy in what we're doing. 

Now, there's going to be a lot of talk, I am 

sure, about the fact that the banks put us in this 

horrific position, that it was the· banks who we bailed 

out who put us in the posit~on that our market fell . 

Our housing market fell. Our stock market fell. Lost 

-- unemployment. Lost jobs, unemployment rise is 

because of the greedy people who dare to make loans 

knowing these people are going to default on the loans 

and capture that profit. And they have to pay. They 

have to pay and this is how we're going to make them 

pay. 

The problem with that argument, Mr. President, is 

the policy in Washington was for the banks to do that. 

Fannie Mae and Freddie Mac policy was everybody should 

own a home. Everybody deserves a home; get it to 

them. -we had non-verification loans that weren't 
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backed up. We had no one checking values at the 

government. Why? Because our Freddie Mac and Freddie 

-- our Fannie Mae and Freddie Mac programs were 

designed to help make mortgage available to the poor, 

middle class. And as it went on, that notion, noble 

as it was, was usurped by pushing a policy way too 

hard. And Washington knew about it. They knew that 

they were overextended. They knew that their equity 

that they had in the housing market was considerably 

distressed. 

What did they do? Fannie Mae and Freddie Mac 

spent $170 million over the previous decade to hire 

lobbyists to prohibit changes in·the regulations that 

would have tightened up those structures. In a 

self-interest view, they fought hard to stop any speed 

bump that prohibited them from delivering the policy 

that they felt were right. 

Fannie -- Freddie Mae and Fannie Mac doubled in 

size, $2 trillion of mortgages. And when the concerns 

·were brought to light in Washington, people in charge 

of Fannie Mae and Freddie Mac said things like we 
0 

don't have a crisis with Freddie Mac, and in 

particular, Fannie Mae; we have soundness in our 

system. In fact, I think it was Chuck Schumer said 
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we're using the recent safety and soundness concerns 

to curtail. Fannie Mae and Freddie Mac's mission; I lay 

my marker down, Mr. Chairman, that I believe these are 

solid institutions. 

Our own Chris Dodd called the criticism of this 

market exaggerated ~hreat, overestimating the 

seriousness of this financial loss, that Freddie Mac 

and Fannie Mpe are fundamentally sound financially; 

people accuse as an artificial excuse to put 

regulations in. 

Well, they were wrong. They were wrong. They 

we~e wrong. Fannie Mae and Freddie Mac was a time 

bomb in our financi~l institutions and in our market 

that blew up in their face and our face. 

And what's our answer? Yeah, I know we pushed 

these policies. Yeah, I know we pushed the limits. 

Yeah, I know we overcollateralized. Yeah, I know 

these loans' ratio didn't make any sense. Yeah, I 

know we stopped all these safeguards. And I know to 

stop the bleeding that we caused you banks, we're 

giving you a TARP funds. Now the State of Connecticut 

is walking up its Legislators and say now we're going 

to tax you. Even if you pay it all back, and you gave 

a loan -- sorry, you gave a -- a bonus, you paid all 
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the·money back to the federal gove~nment and you get a 

bonus, we're still going to make you pay that back. 

Whether or not your department was even involved in 

that banking aspect, if it's a multi-company and 

you're on sales or something and you get a bonus 

because you've run that department well, doesn't make 

a difference. We're not going to distinguish. We're 

going to hit you all up because you're all no good. 

Even if -·- since we're doing 2010, 2011 -- even if 

someone just got employed at one of these companies 

that got TARP money and came in 2010 and straightened 

out the whole department, turned them profitable, 

stopped ·what they were doing before and was 

congratulated by bringing the company back and 

allowing the company to pay the banks off and you did 

such a great job, we're going to tax them. We're 

going to tax them. 

The logic is baffling, the lesson is not. The 

lesson is government has got to stay the heck out of 

the way. That's the lesson. And every time the 

government doesn't, we pay the price. And here we're 

getting involved again. I dare to say there's not 

another state that is doing this . 

The federal government thought about it; right? 
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I think it was Charlie Rangel, perhaps, who brought 

this up, and some other folks, to tax the TARP money. 

And even they pulled back realizing this was not the 

right thing to do. 

And it isn't the right thing to do. Th1s isn't 

going to change behavior. What do you think, you're 

punishing? You think they're little kids, you're 

sending them to your room? This isn't going to change 

behavior. You want to change behavior, we need to get 

a hold of those folks who represent us in Congress and 

tell them, change the behavior.· Do it now. Should 

have done it yesterday. Do it now. That's how we're 

going to change behavior. 

The white elephant is what's h~ppening 1n 

Washington. The gorilla in the room that we 1 re not 

talking about is what's happening in Washington, 

that's where the change is. But to say the State of 

Connecticut is going to on its own, unilaterally tax 

these TARP bonuses because we feel that we're the 

overseers of everybody and these people are going to 

pay, is dangerous, in my view, at best. At worst, 

it's ludicrous. 

Mr. President, the problem is that this bill not 

only sends the wrong message about businesses, "it says 
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Connecticut will stop at nothing because we let 

ourselves -- and we did -- get into this economic 

crisis. We picked some scapegoat that we decided 

we're going to lay a tax on and say, those bad people, 

we need money, let's go after them. Because we didn't 

watch our coffers, we didn't cut spending, we still 

haven't cut spending, we still ha.ven't fixed budgets, 

so we're going to look for somebody else, an easy 

target, easy for the general public not to come 

running to their side. We're going to look at those 

people and go after them and see what nickels and 

dimes we can drag-out of their pocket . 

Mr. President, this is very dangerous, very 

dangerous, because it's never happened. It's never 

happened before federally or statewide. In my mind, 

not a doubt this is unconstitutional. If this is not 

unconstitutional taxation, I don't know what is. I 

don't know what is. 

Mr. President, this Chamber knows that -- that 

more likely than not, this Governor, when she reads 

this bill and looks at it -- has already made a 

statement months ago -- that this is not going to pass 

her signature. They know it. The majority party in 

this room knows it. And if you really want to do 
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something for businessea, then let's do something to 

get rid of that 250 tax, because you know this is 

going to get vetoed. Governor told us months ago, six 

months ago, it was going to get vetoed. 

And when I look back at the agenda put forward 

over the years by the same party who's putting this 

bill forward, you look back and you see in· odd years 

let's take 2005 -- odd years, we talk about taxes, 

we talk about fair deal for Connecticut families. 

Even years, 2006, we talk about tax cuts. Odd years, 

2007, we have spending programs over a billion 

dollars. Even years; we talk about cuts and credits 

to taxpayers, in 2008. ·In 2009, there was no real big 

bill that came out. In 2010, another even year, we're 

talking about another jobs' package. It switches. 

Switches. Even year, cuts, odd year, ta~es. 

We're in an even year; that is a problem, 

especially when you know that this bill is not going 

any further. I may add, Mr. President, that on the 

even years, a lot of these bills that were put forth 

as major agendas didn't even get a public hearing or 

vote, died on the Senate floors. 

If there really is a notion that we're going to 

push a business package through, then let's do it. 
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Let's do it. Getting rid of the 250 tax makes a lot 

of sense. Tying it to TARP is simply, and absolutely 

wrong. 

Mr. President, we need to understand that 

Connecticut is a small state, and we need to 

understand that losing 100,000 jobs and tens-of-

thousands-plus of businesses ts critical to our 

state's future. Our ability to tax gets narrowly and 

narrowly defined as people lose our state -- leave our 

state. ~nd we need to keep as many people as we can. 

If you look at that list, that list of how many 

businesses are getting TARP -- TARP money, they may 

not be all located in the State of Connecticut, but 

their offices are. We're running them out. We're 

running them out. We have a major problem in this 

state. 

Mr. President, obviously I am firmly against this 

bill. I certainly can count fairly well and I believe 

this bill, unfortunately, may make its way out of this 

chamber. In some hope that if it does get out of this 

chamber we can make it a little bit of a better bill, 

I would ask the clerk to call LCO 3618. 

THE CHAIR: 

Would the Clerk please call LCO 3618 --

002257 



• 

• 

• 

mhr 
SENATE 

THE CLERK: 

LCO --

THE CHAIR: 

-- to be designated Senate B. 

THE CLERK: 

188 
April 30, 2010 

LCO 3618, which has been designated Senate 

Amendment Schedule B. is.offered by Senator Fasano of 

the 34th District, et al. 

THE CHAIR: 

Senator Fasano. 

SENATOR FASANO: 

Thank you, Mr. President . 

Mr. President, I move the amendment and I request 

permission to summarize. 

THE CHAIR: 

The question before the chamber is the adoption 

of Senate B. 

Senator Fasano. Senator, was your LCO 3618? 

SENATOR FASANO: 

That's correct. 

Thank you, Mr. President. 

THE CHAIR: 

Yes, you may proceed . 

SENATOR FASANO: 
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Mr. President, what this amendment does is it 

says that no bill without an appointed impact 

statement attended to -- appended to the bill can be 

brought·up to the General Assembly. Basically, when 

we have a bill on our desk, there is a -- there is an 

employment impact statement that goes with that bill. 

We have on~ for municipalities. We have one for 

states. If we're talking jobs, we want to make sure 

that the bills that pass this General Assembly and 

understand the impact on jobs, and the employment 

world, why wouldn't ,w.e want to have that information 

at our fingertips? Why wouldn't we want to know 

whether the'bill before us is good or bad with respect 

to employment issues here in the state? Never before 

could I think of a more critical time for us to look 

at bills to ensure of what their impact is upon the 

business world. Mr. President, I think that this 

impact statement is important. It should be part of 

our normal procedures, and I ask that it be adopted. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator . 

Do you care to remark on the amendment? 
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Thank you, very much, Mr. President. 

I rise in opposition to this amendment. This is 

an expertise that OFA doesn't have. It doesn't have 

the staffing to do it, and as the bill reads within 

av~ilable resources, it would then eliminate some 

other tasks already assigned to OFA. So whether --

putting the merits aside, it's not something we're 

able to do right at this time, and I urge its defeat. 

THE CHAIR: 

Thank you, Senator . 

Senator Frantz. 

SENATOR FRANTZ: 

Thanks, Mr. President. 

One of the most important things.that any of us 

can have in life is -- is a job, and one of the most 

important things for the State of Connecticut is that 

we have a lot of jobs. It's the only way for people 

to be -- to be busy, to be occupied during the day, to 

feel a sense of purpose, to contribute to a greater 

good in so many different ways, not just revenues to 

the State of Connecticut but the greater good of 

Connecticut. There is no replacement for a thriving 
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economy in a state throughout this country. 

Connecticut has made it very clear that we're not 

as interested as we used to be 50 and 100 years ago in 

creating that kind of economic utopia that we used to 

have. Every day we tend to appear in this capitol, we 

tend to attack what has made us such a great state in 

the past. So I think the whole idea in Senator 

Fasano's amendment her.e, of an employment impact 

statement is of critical import to the process of 

understanding the law of unintended consequences. 

We pass so many laws up here, and we always think · 

we're doing the right thing for the betterment .. of 

socie~y, for the betterment of the State of 

Connecticut. However, if in the process of passing 

these bills and putting them into law we end up losing 

jobs, we've not only destroyed what is so great about 

Connecticut and has been great about C9nnecticut in 

the past, we also take away the opportunity for 

individuals to become gainfully employed, to find an 

identity in life to, yes, make some money ~or their 

family and enjoy life to it's fullest benefit. So I 

do rise, Mr. President, in favor of this amendment. 

Thank you . 

THE CHAIR: 
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Do you care to remark further? 

Senator Daily. 

SENATOR DAILY: 
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Thank you very much, Mr. President. 

When this amendment is voted on, I request a roll 

call vote. 

THE CHAIR: 

The lady has requested a roll call vote. When 

the vote is taken, it will be taken by roll. 

Will you remark further on the amendment? Will 

you remark further? If not, the Chair would ask the 

Clerk to announce that a roll call vote is in progress 

in the Senate. 

THE CLERK: 

An immediate roll call vote has been ordered in 

the Senate. Will all Senators please return to the 

chamber. An immediate ro.ll call vote has 'been ordered 

in the Senate. Will alL Senators please return to the 

chamber. 

THE CHAIR: 

The machine is open. Will all Senators please 

check the roll call board to make certain that your 

vote has been properly recorded? 
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If all Senators have voted, the machine will be 

' locked, and the Clerk may announce the tally. 

THE CLERK: 

The ques-tion is on adoption of LCO Number 3618: 

The Total Number voting 34 

Those voting Yea 13 

Those voting Nay 21 

Absent and not voting 2 

THE CHAIR: 

Senate B is reje~ted. 

Will you remark further on the bill as amended? 

Senator Roraback . 

SENATOR RORABACK: 

Thank you, Mr. President. 

As Senator Fasano said, all all of the signals 

from the Governor's Office are that she will veto this 

bill, and I would respectfully suggest that all of us 

as -- as a Chamber and the people of the State of 

Connecticut would be much better served if we were to 

pass something that would earn the Governor's support. 

And to that end, Mr. President, the Clerk has an 

amendment, which is LCO Number 4792. If the Clerk 

could please call the amendment, and if I might be 

permitted to summarize. 
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Would the Clerk please call LCO 4792, to be 

designated Senate c. 

THE CLERK: 

LCO 4792, which has been designated Senate 

Amendment Schedule C; it is offered by Senator 

Roraback of the 30th District, et al. 

THE CHAIR: 

Senator ~oraback, would you move adoption? 

SENATOR RORABACK: 

I will. Thank you, Mr. President, I move 

adoption . 

THE CHAIR: 

The gentleman has also requested leave to 

summarize. Is there objection? Seeing none, you may 

proceed, Senator Roraback. 

SENATOR RORABACK: 

Thank you, Mr. President. 

This amendment does a simple thing. I·t doesn't 

require any elaborate explanation. There's no razzle 

dazzle. It's something that each of us could go home 

and tell the people of our respective districts we 

have done for them. It repeals the Business Entity 

Tax. 
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Mr. President, the underlying bill repeals the 

Business Entity Tax, maybe, if, perhaps, under certain 

conditions. And what I fear will happen is if the 

underlying bill were to become law, I don't think 

anyone would call us to say thank you for repealing 

the Business Entity Tax insofar as it applies to me. 

Instead I think our phones would ring from the guy who 

said I thought you had repealed the Business Entity 

Tax, I just got a bill, what's wrong? 

Mr. President, we witnessed that phenomenon when 

we voted last week to reduce hunting license fees and 

fishing license fees. Not one person called me to~say 

thanks for reducing my fishing license fee, but I got 

about 12 calls from people who said jeez, I just 

bought my license a week before you reduced the fees. 

What are you going to do for me now? 

So, Mr. President, rather than slicing it thinly 

and saying you -- you're relieved from the Business 

Entity Tax if this and if that, and eight months and 

50,000, this bill simply eliminates a tax which I 

think has been a priority for every caucus in this 

General Assembly at one time or another. And I would 

hope, Mr. President, that we could just this once do 

something that signals to entrepreneurs, small 
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business people, we actually are listening and we care 

and we want to help. 

So I move passage of the amendment and ask when 

the vote is taken that it be taken by roll. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator. 

The question before the Chamber is the adoption 

of Senate Amendment Schedule B. Senator Roraback has 

requested a roll call vote -- I'm sorry -- adoption of 

Senate Amendment C is the question that's before the 

Chamber. Senator Roraback has requested a roll call 

vote,-therefore, when the vote is taken, it will be 

taken by roll. 

Would you care to remark further on the 

amendment? 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, I ~ise in 

opposition of this amendment and urge my colleagues to 

vote against it. As I stated earlier, we have been 

looking at a way to relieve this tax for those of whom 

it is a burden. But we cannot at this time afford the 
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$21 million in reduction to our debt service that this 

would call for. So while we work with this bill and 

while we struggle to relieve the Business Entity Tax, 

especially on the lowest wage earners, this is not the 

way to do it. 

Thank you very much. 

THE CHAIR: 

Thank you, Senator. 

Do you care to remark fu~ther? Do you care to 

remark further? If not, the Chair will ask the Clerk 

to announce that a roll call vote is in progress in 

the Senate, and the machine.will be opened . 

THE CLERK: 

Immediate roll call vote has been ,ordered in the 

Senate. Will all Senators please return to the 

chamber. The Senate is now voting by roll call. Will 

all Senators please return to the chamber. 

THE CHAIR: 

Would all Senators please check the board to make 

certain that your vote is properly recorded? If all 

Senators have voted, the machine will be locked, and 

the Clerk may take a tally. 

THE CLERK: 

Motion is on .adoption of Senate Amendment 

002267 



• 

• 

• 

mhr 
SENATE 

Schedule C: 

Total 

Those 

Those 

Those 

THE CHAIR: 

Number voting 

voting Yea 

voting Nay 

absent and not voting 

Senate C is rejected. 
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35 

12 

23 

1 

Will you remark further on the bill as amended? 

Will you remark further on the bill as amended? 

Senator Fasano. 

SENATOR FASANO: 

Thank you,, Mr. President. 

Mr. President, I would like to pull up what I 

believe to be the 'last amendment with respect to this 

bill, which is LCO 4793. 

THE CHAIR: 

Mr. Clerk, would you please call LCO 4793, to be 

designated Senate D. 

THE CLERK: 

LCO 4793, which has been designated Senate 

Amendment Schedule D; it is offered by Senator Fasano 

of the 34th District. 

THE CHAIR: 

Senator Fasano. 
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Mr. President, I would move the amendment and 

request permission to summarize. 

THE CHAIR: 

The question is the adoption of Senate D. 

Senator Fasano has requested permission to summarize 

the amendment. Is there objection? Seeing none, 

please proceed, Senator Fasano. 

SENATOR FASANO: 

Thank you, Mr. President. 

Mr. President, with respect to the TARP tax, you 

--.khere's going to be some arguments that-- I'm sure 

we're going to hear-that there is a certain amount of 

responsibility that these companies and these 

officials owe to, not only the State of Connecticut 

but to this nation and that, when it is believed that 

they abrogated those responsibilities such that we 

have a financial crisis that we saw, that is the 

rationale, that is the foundation, that is the basis 

for this tax on TARP. ~n other words, their inability 

to f~scally be responsible in their job resulted in an 

economic hardship which means we're going to charge 

them this tax . 

Mr. President, let me tell you what this 
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amendment does. This amendment uses that same policy 

theory; it applies it to this very Legislature. It 

says that if this Legislature does not by July 30th 

sorry -- by July 1st, have a budget in place, in 

accordance with our rules, on the 1st of July of each 

year, for the following year, a balanced budget, we 

will pay an additional ·tax based upon the difference 

between our base pay and what we get for our various 

commissions. So if you're a leader, you're going to 

get additional tax. If you're head of a ~ommittee, 

you're going to get additional tax, because jf we 

don't balance a budget by July 1st, we have caused 

economic-hardship to municipalities. They can't fix 

their budgets. They can't get in line. We have 

disorder, and we have done this on a number of 

occasions. 

Well, if we believe people have fiscal 

responsibility, and put your money where your mouth 

is, well then we should too. We have an obligation by 

statute to the state which we breach every year 

without consequences. This, ladies and gentlemen, is 

a consequence. This lady and gentleman says if we're 

going to tell other people be fiscally responsible to 

people, it should start at home. This is nominal. 
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When you look at the OFA note, .it could result in a 

potential revenue gain of $40,000. I would suggest we 

can count on that on most years, but, Mr. President, 

we should put this in and put us under the same 

obligations that we're asking and for the same reasons 

and the same policy arguments that we're asking the 

bill that this attaches to for TARP. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator. 

Do you care to remark further? 

Senator Boucher . 

SENATOR BOUCHER: 

Thank you, Mr. President. 

Mr. President, I rise to support this amendment. 

Some may think that it probably doesn't have a good 

chance of passing, and our -- may speak to the fact 

that they may not feel that it's connected as it 

should be~ but I would say that, in fact, it has a lot 

of relevance to the issue we're discussing today. I 

would venture to say that most of us have received a 

lot of e-mails and have heard a lot of reports about 

the general public being very angry about Washington, 

DC Legislators putting in legislation that does not 
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apply to them and in fact, have proposed many 

suggestions and ideas that would require that any bill 

that is passed by Congress should apply to every 

Member of Congress and their staffs. And I -- quite 

frankly, that's become a very popular proposal 

throughout my district, for sure, and I've heard it 

mentioned throughout Connecticut as well. 

This would apply the very same principles, that 

if we're going to punish those who have not only not 

been involved in certain malfeasance and, in fact, 

those that have borrowed money, many times money that 

they didn't wish-to borrow in the first place .but did 

it to help the government and help the underlying 

financial institutions and shore up our financial 

systems at a time of need, and then they get penalized 

as a result of not only doing that but also paying it 

all back with interest, I might add, and then we're 

going to target them further, then this -- this 

amendment makes a lot of sense. It really does. I· 

think it's a -- it's a bill that would resonate very 

well with the general public. I think it would be 

very popular out there ~n our districts. So for that 

reason, I would definitely support this amendment . 

Thank you, Mr. President. 
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Thank you, Senator. 

Senator Daily. 

SENATOR DAILY: 
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Thank you very much, Mr. President. 

I rise to say I think this is just really a very, 

very good idea. And I think it's one·we should 

consider fully when we address the whole issue of our 

compensation. So since we're not prepared to do that 

now, I stand in opposition to the amendment. 

THE CHAIR: 

Thank you, Senator . 

Do you care to remark further on Senate D? Do 

you care to remark further? 

Senator Fasano. 

A VOICE: 

(Inaudible.) 

THE CHAIR: 

Are there any further remarks to be made on 

Senate D? If not, the good Senator has requested a 

roll call vote on this amendment, therefore the Chair 

will ask the Clerk to announce that a roll call vote 

is in progress in the Senate, and the machine will be 

open. Senators may cast their vote. 
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Immediate roll call has been ordered in the 

Senate. Will all Senators please return to the 

chamber. Immediate ·roll call has been ordered in the 

Senate. Will all Senators please return to the 

chamber. 

THE CHAIR: 

Members, please check the board to see if your 

vote is properly recorded. If all members have voted, 

the machine will be clocked will be closed. And 

the Clerk may take a tally. 

THE CLERK: 

The Motion is on adoption of Senate Amendment 

Schedule D: 

Total Number Voting 35 

Those voting Yea 12 

Those voting Nay 23 

Those absent and not voting 1 

THE CHAIR: 

Senate D is rejected. 

Will you remark further on the bill as amended? 

Senator McKinney. 

SENATOR McKINNEY: 

Thank you, Mr. President. 
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If I could, a few questions to the proponent of 

the bill before us. 

THE CHAIR: 

You may proceed with your question. 

SENATOR McKINN.~Y: 

Thank you. 

Mr. President, through you to Senator Daily, as I 

understand it, the cost to the elimination of the 

Business Entity Tax in this bill is approximately 

$12 million. It is not determined what the estimate 

is for the TARP tax. I know that the Finance 

Committee passed a proposal for taxes on bonuses in 

excess of $1 million, which was deemed to raise · 

somewhere between, I believe, two-and-a-half and 

$4.8 million. 

It would seem unlikely that lowering the 

threshold to $500,000 would more than. double the 

amount. Therefore, I guess my question is through 

you, Mr. President, how, in given the fact that we 

still have a multi-hundred million dollar budget 

deficit for 2011, how are we going to make up for the 

lost revenue in this bill? Through you, 

Mr. President . 

THE CHAIR: 
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Thank you, very much, Mr. President. 

It is certainly anticipated that lowering the 

threshold to $500,000 will raise the amount that's 

needed. When you get below the million and it's the 

500, as we have seen on our own Income Tax schedule, 

the number of taxpayers increases greatly. 

THE CHAIR: 

Senator McKinney. 

SENATOR McKINNEY: 

Well then, through you, Mr. President, and I -- I 

obviously I understand that ~he good Senator is not 

the Office of Fiscal Analysis, although she works 

closely with them as do -- do we all, but in 

particular in her position as Chairwoman of the 

Finance Committee. If OFA was able to determine that 

there were roughly 100 individuals receiving the 

$1 million bonus, how is it not possible for them to 

make an estimate at how many individuals would seek 

over 500,000 -- $500,000? 

It seems -- it seems intriguing that the estimate 

put forward in the Finance Committee fell way below 

what those in press releases had estimated we would 
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gain, that the estimate from OFA given to the Finance 

Committee fell way below that needed to pay for the 

Business Entity Tax. And now we have a proposal 

before us and OFA says well, we just can't determine. 

Is there -- was OFA or did OFA give the Finance 

Committee and the Finance Committee Chairwoman a 

reason as to why they could determine who made over a 

million dollars, who couldn't -- they couldn't 

determine how many people made over 500,000, given 

Senator Daily's own answer that, well, we know there 

are a lot of people who make over 500,000? Through 

you, Mr. President . 

THE CHAIR: 

Senator Dai.ly. 

SENATOR DAILY: 

Thank you very much, Mr. President. 

And through you, Mr. President, I can't answer 

that specifically for OFA, but I can tell you that at 

the time they completed that estimate on the first 

draft, there wasn't the crush of business that there 

is today. And so I presume that with that added 

burden, they can't go into it, into the -- in the 

detail that we would like, you would like, I would 

like, all -- and they ·would like. 
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And, Mr. President, let me just -- before I ask 

other questions, let me just on that point. When this 

bill was in the Finance Committee with the tax on 

bonuses of a million dollars or more, the Office of 

Fiscal Analysis told us that fewer than 100 employees 

would receive that bonus and that they estimated th?t 

this tax would raise between 2.8 and 4.7 million 

dollars, well below the ·$12 m1ll1on to pay for the 

Business Entity Tax. It is, I think, in almost a 

certainty that we will not raise $12 million, given 

OFA's own analysis done when they had lots of time and 

there was no crush of business, that we will not raise 

$12 million. Therefore,' we are on the precipice of 

passing a piece of legislation which will further 

increase our budget deficit. 

Less than one week ago, we were informed by the 

majority party that we could not pass a budget 

piecemeal, that we could not deal with one branch of 

government, that we could not pass legislation to 
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approve of nine new judges because we could not, in 

this economy, with a large deficit, pass a budget 

piecemeal. And here we are today, passing a bill 

which increases our budget deficit. Talk about 

political theater, facing the largest budget deficits , 
in our history we're passing a bill that increases 

that budget deficit. 

Mr. President, if I could, I have a series of 

other questions regarding who this would apply to, and 

specifically in Section 2 on the definition of TARP 

bonus, which is Lines 32 through 41. Specifically, 

Mr. President, I would bring Senator Daily's attention 

to the last phrase of that section, in Lines 40 and 

41, which refers to a which says that TARP bonuses 

may include arrangements for future payments. 

Through me -- through you, Mr. President, could 

Senator Daily please explain what arrangements for 

future payments are? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, I think that it's 

the plain language of arrangements for future 
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payments, and I don't think it's uncommon in certain 

circles to say you have earned this money, and this 

money will be paid out next year or the year after. 

SENATOR McKINNEY: 

Thank -- thank you, Mr. President. 

THE CHAIR: 

Senator McKinney. 

SENATOR McKINNEY: 

So therefore if I could give Senator Daily I 

think what is a real-world example, were an individual 

to work for a financial institution that received a 

TARP bonus, that individual were to receive a 

three-year contract with a bonus schedule in each of 

the three years, said bonuses to be in excess of 

$500,000. Is it my understanding that the bonuses in 

each of those three years would ~e taxable and taxable 

all in the initial tax year? Through you, 

Mr. President. 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, they would be 

taxed when realized. They would be the receipts for 
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2010 and 2011, when those monies were actually 

realized. 

THE CHAIR: 

Sen?tor McKinney. 

SENATOR McKINNEY: 

Thank you. 

So then, through you, Mr. President, if someone 

had a ten-year contract with a bonus that would be , 

paid in 2020, the tax on that bonus would not be 

payable until the 2020 tax year? Through you, 

Mr. President. 

THE CHAIR: . ..... 

Senator Da~ty. 

SENATOR DAILY: 

Through you, Mr. President, yes, sir, you're 

correct. 

SENATOR McKINNEY: 

Thank you. 

THE CHAIR: 

Senator McKinney. 

SENATOR McKINNEY: 

Thank you, very much, and I appreciate the gentle 

lady's response to that question. I'm not sure the 

language reads that way, but I t"hink we've certainly 
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clarified what legislative intent would be. 

Mr. President, well, let me -- let me ask another 

question, through ·you, Mr. President. If someone were 

to ,be working in another state for a financial 

institution that received TARP bonus and that 

individual who received a bonus in excess of $500,000 

were to leave their job, move to Connecticut to work 

for another financial institution that did net receive 

TARP -bonus, be in Connecticut long enough to establish 

residency an~ have to file taxes here, would that 

bonus they received as an employee for another company 

in another state be taxable. in Connecticut? Through 

you, Mr. President. 
I 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Let me reconstruct that, Mr. President, through 

you, if I may. A person in the first year, for 

instance, earns money in New Yoik in a firm that 

received a TARP bonus. What he receives in any kind 

of bonus is not our concern; he earned it in. New York. 

He doesn't have any t~xable presence until he moves to 

Connecticut, and then he's here, working for a firm 

that did not receive TARP money. So, no, he wouldn't 
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And -- and, through you, Mr. President, in in 

the -- in the other direction, if, for example, a 

Connecticut company that received TARP money were to 

recruit an individual who was with a financial firm 

that did not receive TARP bonus, received a bonus with 

that firm, woulq that individual's bonus be subject to 

this tax? Through ,you, Mr. President. 

·-- THE CHAIR: 

Senator Dai-ly. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

And through you, Mr. President, if I may, if they 

received that money in the years that we have laid out 

in this legislation, 2010, 2011, as a Connecticut 

employee, yes, they would be subject to that bonus 

THE CHAIR: 

Senator McKinney. 

SENATOR DAILY·: 

that surplus . 

SENATOR McKINNEY: 

002283 



• 

• 

• 

mhr 
SENATE 

214 
April 30, 2010 

So -- I -- I really would like to clarify this 

then. So if someone works for bank A, that does not 

receive and did not receive TARP funds, they received 

a $1 million bonus from bank A, they then quit bank A, 

and went to work for bank B who did receive TARP 

bonus, their million-dollar bonus from their 

employment with bank A is then taxable under this TARP 

tax, through you, Mr. President? 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President . 

'That's not at all what I was saying. The money 

earned when you're not with a TARP company certainly 

is not part of this legislation. A bonus that's paid 

in either of these two years in employment with a firm 

that received TARP money, yes, that is subject to the 

surcharge. 

·· THE CHAIR: 

Senator McKinney. 

SENATOR McKINNEY: 

Would -- so then, Mr. President, let me ask a 

different question. If someone were to receive a 

million-dollar salary and a million-dollar bonus 
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wo~king for a bank that received TARP funds, how would 

our Department of Revenue Services know to tax only 

$1 million of $2 million of taxable income? Through 

you, Mr. President. 

THE CHAIR: 

Senator Daily. 

SENATOR DAILY: 

Thank you, very much, Mr. President. 

If they don't know, have anything in ·their forms 

for bonus, I think they're going to have to put that. 

But that's something that's yet to be worked o.ut. 

SENATOR McKINNEY: 

Thank you --

THE CHAIR: 

Senator McKinney. 

SENATOR McKINNEY: 

Thank you, Mr. President. 

And as I understand the tax returns, there 

actually is a line for wages and income, and a 

separate line for bonuses. But in my prevjous 

hypothetical, you received a bonus which you would put 

down on your bonus line. Your employment would show 

your employment with a TARP company, but the money 

wasn't paid by the TARP company. So I don't know. 
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I -- I raised that to say that I don't think 

there's any way DRS is ,goang to be able to handle 

this, because people in the tinancial industry change 

jobs, move all the time. 

So I -- I want to thank Senator Daily for -- for 

answering those questions, and I appreciate that. 

Now, Mr. President, we are -- we are -- we have 

been told and we~ I'm sure, will be told in the 

summation of this bill that tremendous greed on Wall 

Street has caused pqih, to use Senator LeBeau's term, 

for people on Main Street all across America. And 

that's true. And that is true. There's no doubt 

about it that our regulators in the federal ~overnment 

were not watching what was going on, and w~ren't 

paying attention. 

As Senator Fasano remarked earlier, the whole 

financial collapse started with Fannie Mae and Freddie 

.Mac, aria for years, for years, our Members of Congress 

kept a blind eye to what was happening down in 

Washington. Even w~en challenged -- even when 

challenged about the irresponsible financial policies 

of Fannie and Freddie, our members of Congress, 

Chairmen of the Banking Committee, like Barney Frank, 

said we don't have a problem. Things are okay. 
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Chuck Schumer, there's no problem; you're attacking 

Fannie Mae and Freddie Mac because Franklin Raines was 

a member of a minority group. And then a year later, 

a collapse. And where was Chuck Schumer and Barney 

Frank? Blaming President Bush. 

You know what? Every member of Congress, every 

single one of them, deserves blame for not watching 

what was going on. When President Obama was elected 

he said he ·was going to clean up Wall Street, he was 

going to pass regulatory reform, and we've been 

waiting for it. It was so important, we haven't done 

it ¥.et . :7'-

But let's remember where these bonuses came from, 

because it's interesting that the people grandstanding 

on the bill don't want to grandstand on this issue. 

Senator Chris Dodd put a TARP bill·in there and he 

said we're going to stop the bonuses. And you know 

what? Secretary Geitner, at the direction of 

President Obama, said no, you can't do that. Take it 

out. And then Chris Dodd got thrown under the bus by 

his own President, got blamed for the whole thing. 

He wanted to stop the bonuses and the President 

and the Secretary said no you can't do it, in part 

because guess what? These were contractual 
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obligations that Congress couldn't interfere with. 

Wow; that's what happened. That's what happened. 

And then every member of Congress who voted for TARP, 

voted to let these bonuses happen. So should we be 

outraged? Yes. Where should we direct our outrage? 

At people who are living under contracts or the 

Members of Congress who let it happen? 

Wait a minute; those Members of Congress are 

Democrats. We can't attack them, so let's attack the 

people that got the bonuses. That's what we're going 

to be told in a couple of minutes, when this bill is 

summed up. That's what we're going to be.told. Where 

were our-members of Congress? One of them, by the 

way, is the largest recipient of Goldman Sachs money 

in Congr.ess. Well, that's something we should be 

proud of in Connecticut. 

Goldman Sachs has got a great reputation now. 

How many people have they hurt on Main Street? So 

we're going to grandstand about how some people who 

got bonuses by the way, here's somebody else we're 

going to tax. We're going to tax the guy who was 

hired after the collapse, the person hired by AIG, and 

another bank, and another bank, brought in to protect 

and safeguard the federal loans. 
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The federal government put people in at AIG and 

asked the guy running AIG, hey, what happened? They 

will tell you some of the new people they hired have 

saved taxpayers billions of dollars, and you know what 

we say in thank you to that individual? We're going 

to tax you more; thanks .for coming in. 

This bill also taxes people who got bonuses if 

you're a subsidiary of a company that got TARP. AIG 

runs an insurance business. That insurance business 

is still pretty good, had nothing to do with the 

financial collapse. Many people in that business work 

on a bonus system, but we're going to tax them too. 

Why? Because we want to stand up here and engage in 

political grandstanding and sound like we're for Main 

Street, against Wall Street. 

The good Chairman from the Commerce Committee 

talked about how this is about fai.rness. Just the 

other day, he brought out a bill that said we need to 

give tax incentives, tax breaks to bring businesses 

into Connecticut. Why? Because bu~iness people are 

smart enough to understand they want t~ move where the 

tax structure is positive. But those same business 

people, we're told, aren't smart enough to leave a 

state ~here they're punished by the tax system. 
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You've got to be kidding me. You decrease taxes, 

it brings them in. You increase taxes, they don't 

leave? The last time I checked, the hedge fund 

industry, the financial services industry was one of 

the_single, if not the largest contributor to our 

revenue stream in Connecticut. They don't need a 

factory. They don't need a plant. They need a 

computer and a Internet connection, and they're in 

business. And they can be anywhere they want in our 

·country or in our world, they've chosen .Connecticut. 

They are hard-working people, and our deficits would 

be historic if they .... weren' t here. The way we thank 

them is to kick them. 

Now, it's one thing to be outraged; it's another 

thing to be stupid about it, because what we're doing 

is we're saying we're "going to tax people here when no 

other state is going to do it. 

New York is waving their hands, come on in. Come 

on in. New Jersey, they've got a bigger deficit than 

we -- they do. And they -- they'd welcome our 

financial services companies too. 

There's a reason why law firms in Connecticut 

have opened branches in Florida. The law firm I once 

worked for, which had no connection in Florida, 
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started in Stamford Connecticut over 100 years ago, 

has the largest law firm in Naples, Florida. Why? 

They do trust and estates' work for Connecticut 

citizens who moved down to Florida for better tax 

climates. These are extremely wealthy people; they 

don't need me to defend them. And some of the bonuses 

people got are disgusting. Real people can't 

understand somebody getting a check for 20 or $30 

million. It's grotesque. 

But they had cortractual obligations that were 

fulfilled. Congress said go ahead and do it, and now 

we're going to punish j~st the people in Connecticut, 

to make a political point, because this bill's not 

going to become law. So there you go. Good thing we 

limited the debate to two hours because it's only a 

two-hour waste of time rather than a five or six-hour 

waste of time. 

But we need to be smarter about our tax policy, 

and you don't kill the goose that laid the golden egg. 

And the reality is in Connecticut the financial 

service industry is the goose laying those golden 

eggs. And you may not like it, and you may think the 

bonuses are gross -- and I agree but people had 

contracts, they earned them, and guess what? When we 
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want to punish them, New Jersey, New York, Delaware, 

Florida, they're sitting there with open arms. 

If we acknowledge that companies need tax breaks 

to come into the state, we must also acknowledge that 

increasing taxes on those individuals will chase them 

out of state. And actually, sorry, that's not a 

political argument; it's a fact, because we've lost 

population, as Senator Boucher said. 

We used to have six Members of Congress; we now 

have five, not because we're growing but because we're 

losing population. And it is our tax policy and our 

regulatory scheme and the fact that this Legislature 

wants to punish people whotve done well because 

they've worked hard, just because we can. Well guess 

what? These people say, thank you, I don't need to 

live here; I'll go somewhere else. 

Mr. President, this is a bad bill, and we should 

vote against it. 

THE CHAIR: 

Will you remark further? 

Senator Loonei. 

SENATOR LOONEY: 

Thank you, Mr. President . 

Mr. President, speaking in support of the bill, I 
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believe this is a very good bill and we should vote 

for it. And there are, I think, a number of 

significant reasons. First of all, it recognizes that 

the su~charge on the tax, in this on the TARP 

bonuses is directed at a category of individuals who 

were. employed by entities who in many cases acted 

recklessly during the financial crisis and therefore 

were, in effect, bailed out by the taxpayers with 

those TARP bonuses. So it is entirely equitable that 

we provide some relief for small businesses from the 

Business Entity Tax in Connecticut paid by struggling 

small businesses by. modestly addin~ a surcharge on the 

tax of the -- those who've received windfall bonuses~ 

Now, the reality is that this tax is set at a 

level of 8.97 percent, about two-and-a-half pe~cent 

above the other rate they -- they would normally pay. 

And the reason for that is that we would not be 

exceeding the maximum tax rate set in New York State. 

This is not accidental; this is, in effect, a 

provision to establish parity. 

And that, I think, is important as well. 

Connecticut is not establishing a tax policy by 

enacting this provision that would be in any way 

punitive or would make us an outlier in terms of 
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financial attractiveness to -- to financial firms 

operating at the levels of those taxed under this 

bill. 

I think it's important to recognize that this is 

a way of bringing attention to those businesses who 

need help .in Connecticut, and that is those small 

businesses who are creating the bulk of jobs in our 

state. 

We are a very different state than we were a 

couple of decades ago when we were very heavily 

dependent upon a number of large employers. We know 

that Pratt & Whitney and -- and other divisions of 

United Technology employed far more people in 

Connecticut than they do now. We had Marlin. We had 

large employment at Winchester's, at US Repeating 

Arms. Many of those firms we know are no longer there 

or operating at reduced levels, so we do not have the 

employment base that we once had in terms of large 

mapufacturers employing large numbers of people. 

What we do have are many, small entrepreneurial 

businesses that employ 10, 15, 20, 30, 50 people. And 

that is the -- the sector that is growing, that has 

shift that has gone on for a number of years that a 

good part of our business development policy has not 
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really recognized up until now, but we will be working 

on providing it incentives and assistance for, both in 

this bill and in other job related bills, that will 

come. That will come later. 

The Business Entity Tax, we know, is is one 

that can be seen as burdensome for a small struggling 

business operating on a small margin, and this 

provision would provide some relief where it is most 

needed and also would be a sign of recognition that we 

value those businesses. We recognize that they are 

the segment of our economy that we need to depend on 

increasingly as we move forward. 

And I would want to, at·-'this point, commend all 

of those who've worked so hard on this, certainly 

beginning with our President Pro Tempore. Senator 

Williams, I think, helped shape this bill, recognizing 

the equity here, recognizing that it is important both 

as a way of -- of redirecting some revenue and some 

tax relief, but also acknowledging that there is one 

segment of our -- of our business universe that is 

small businesses that need assistance in a way that we 

can provide by redirecting some revenue by taxing 

those who work for employers who may in some ways have 

acted irresponsibly and been bailed out for it by the 
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In this difficult economy, we have to find ways 

of providing relief that do, in fact, pay for 

themselves. And that's exactly what's being done in 

this bill. It's important, it's -- it's a sign of 

keeping faith with small businesses in Connecticut, 

which is going to have to increasingly be our theme 

going forward. And I think that Senator Williams has 

-- has really been a -- a pathfinder in this and has 

highlighted the way to what has to be the way in which 

we approach business incentives and job development in 

the future . 

Thank you;· Mr. President. 

THE CHAIR: 

Thank you, Senator. 

Senator Williams. 

SENATOR WILLIAMS: 

Thank you, Mr~ President. 

I rise to support the bill, to thank Senator 

Daily for her able description and detailed answers to 

the questions on the bill. Also to Senator Looney, 

thank you for your comments you made just now. 

And to my friends on the Republican side of the 

aisle, those who have criticized the bill tonight, I 
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would remind them what the bill does. This is a 

fairly simple and straightforward bill that would 

eliminate the business entity fee for approximately a 

third of all of the businesses that now pay it, 

somewhere between 50 and 60,000 small businesses 

throughout the state. 

And we're not rewarding the shell corporations, 

the limited liability corporations that maybe someone 

set up; it's not a real business. We're talking about 

the real mom-and-pop, small businesses, folks 

struggling to get off the ground, to make it in a 

tough time. That's what we're doing here. We are 

providing the relief where it's needed. 

Now it's true; we're no~ providing the relief to 

multi-national corporations and the largest of 

companies for which this relief of $250 would be 

meaningless. We're providing the relief, again, to 

the small businesses that need it the most in these 

tough times, in this tough economy. 

Let me also remind folks that this is a temporary 

step. We all anticipate over the next two years, the 

economy beginning to improve. s·o the way that we pay 

for this, with this surcharge on bonuses for 

individuals who work for the financial firms that were 
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~ailed out by the taxpayers; that also is a temporary 

surcharge for the next two years, not permanent, 

again, to provide that relief when it is ·needed in 

these tough times. 
· .. 
Now, some of the remarks of my Republican friends 

and colleagues talking about whether this bill is 

unconstitutional and tramples on the rights of these 

fo_lks and is going to discourage them from being in 

Connecticut and drive them away, I might sympathize 

with those remarks if this bill were something else 

entirely. If, for example, it proposed, as some other 

proposa+s that we've seen in Washington and elsewhere 

have proposed, that it was a 90 perceQt surcharge 

or -- or a hundred percent surcharge on the bonuses, 

where you·just come in and you -- you take all of it 

or you take the vast majority of it. Then I think 

there might be some validity to all of the passion in 

opposition to this. 

But this is not a 90 percent surcharge, and that 

was a real proposal in Washington, DC. It's not a 

50 percent surcharge, another proposal by Congress. 

This is a 3 percent or actually a two-and-a-half-to-3 

percent surcharge. That's it, temporary. For folks 

who say this -- that's still, well, two-and-a-half; 
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that's s.till more than nothing, it's -- and therefore 

it's terrible, and it's going to drive people out of 

state. 

As Senator Daily.reminded folks, if they want to 

go to the financial capital, New York State, in New 

York State folks will still be paying more under the 

New York State tax scheme than they would in 

Connecticut with our Income Tax and this two-and-a-

half percent surcharge. They will be paying more in 

New York, so they're not going to leave Cotinecticut to 

go to New York and pay more. That's New York State . 

Now, if they go io New York City, they'll pay 

considerably more than in Connecticut, so let's keep 

that in mind. It's not a 90 percent surcharge, no. 

It's not a 50 percent surcharge, no. It's a two-and-

a-half percent surcharge, temporary, and for the 

purpose of helping small businesses. 

Again, some of my Republican colleagues were 

talking as if this were punishment. No, this is not 

.punishment. Passing judgment? No, we're-- you know, 

some of the discussion, a lot of it revolved around 

what happened on Wall Street, who is to blame. 

We're not going to figure out who's to blame in 

. the circle here tonight. That's not our purpose. Our 
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purpose is to help small business, the folks on Main 

Street who are still struggling, the men and women in 

Connecticut who are going to make a difference by 

staying in business and creating the jobs of the 

future. In Connecticut! 97 percent of all the jobs 

are provided by the small businesses, not the large 

corporations. 

So let's be clear. This is not a punishment. 

This is not passing judgment. This is all about 

helping 50 to 60,000 sma~l businesses in Connecticut 

that are struggling in these tough times and doing it 

in a.Yery straightforward, sensible and logical way, 

asking a mere two-and=a-half percent surcharge on a 

temporary basis to help our economy get back on its 

feet. 

Mr. President, that's the bill. Simple, 

straightforward, and directed to help small 

businessmen and women across this state; therefore, I 

support this bill and urge my colleagues to do the 

same. 

Thank you, Mr. President. 

THE CHAIR: 

Thank you, Senator Williams . 

Will you remark further? Will you remark 
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further? If not, Mr. Clerk, please announce that a 

roll call vote is in progress in the Senate. 

THE CLERK: 

Immediate roll call has been ordered in the 

Senate. Will all Senators please return to the 

chamber? An immediate roll call has been ordered in 

the Senate. Will all Senators please return to the 

chamber. 

THE CHAIR: 

The machine is open. Senators, please check the 

board to make sure that your vote is properly 

recorded. If all Senators have voted, the machine 

will be locked, and the Clerk may take a tally. 

THE CLERK: 

Motion is on passage of Senate Bill 1: 

Total Number voting 35 

Those voting Yea 21 

Those voting Nay 14 

Those absent and not voting 1 

THE CHAIR: 

The bill as amended is passed. 

Senator Looney. 

SENATOR LOONEY: 

Thank you, Mr. President. 
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Motion is to transmit to the Senate any items 

voted on that needs further action. Any objection? 

Hearing. none, the. items are transmitted to the 

Senate. 

Representative Merrill. 

REP. MERRILL (54th): 

Yes, Mr. Speaker. I move for suspension of our 

rules to take up an item that is no starred on 

today's calendar. The bill appears on page 30 of 

our calendarr is entitled AN ACT CONCERNING THE 

PRESERVATION .AND CREATION ,Q.F .JOBS IN CONNECTICUT, 

Calendar 471, Substitute for Senate Bill 1, Fi~e 

592. I move for suspension of our rules to take up 

this item. 

SPEAKER DONOVAN: 

Motion is for suspension of the rules f6r the 

immediate consideration of Senate Bill -- Substitute 

Senate Bill Number 1. 

Is there an objection? 

Representative Cafero. 

REPw CAFERO (142nd): 

Thank you, Mr. Speaker~ Just a -- may I 

question the --
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No stars? Through you, Mr. Speaker. 

SPEAKER DONOVAN: 

Representative Merrill. Representative 

Merrill. 

REP. MERRILL (54th): 

Through you, Mr. Speaker. We're 

double-checking on the "no star." 

,Is that correct? No stars, it is confirmed. 

It is ho star~ed on our calendar . 

SPEAKER DONOVAN: 

Representative Cafero. 

REP. CAFERQ (142nd): 

Through you~ Mr. Speaker. The motion is to 

suspend the rules for a no-star bill? 

SPEAKER DONOVAN: 

That is correct, sir. 

REP. CAFERO (142nd): 

Okay. 

SPEAKER DONOVAN: 

Is there objection to suspension? Is there 

objec·tion? Hearing none; the rules are suspe·nded 
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for· immediate .considerat-ion of Substitute Senate 

B.ill Number 1. 

Will the Clerk please call Calendar Nurriber 471. 

THE CLERK: 

On page 30, Calendar 471, Substitute for Senate 

Bill number 1, AN ACT COJ·JCERNING THE PRESERVATION 

AND CREATION OF JOBS tN CONNECTICUT, favorable 

report of the Committe:e on Finance Revenue and 

Bonding .. 

SPEAKER DONOVAN': 

The House Chair of the Finance Revenue and 

Bonding. Committee, Representative Cameron Staples, ::::.. ... 

you bave the floor, sir. 

REP.. STAPLES ( 9E?~h) : 

Thank you, Mr. Speaker. 

Mr~ Speaker, I move acceptance and passage of 

the bill in concurrence with the S:enate. 

SPEAKER DONOVAN: 

Quest.ion' s on acceptance and passage of· th.e. 

bill in concurrence with the Senate. 

Will you remark? 

REP. STAPLES (·96th): 

Yes, thank you, Mr. Speaker. 

Mr. Speaker the bill before us has three major 
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provisions. The first provision exempts certain 

businesses with annual net incomes of $50,000 or 

less, from a $250 business entity tax for a couple 

of years. 

· It attempts to pay for thi·s by the second 

-prov.ision which establishes a higher rate of 8. 97 

percent on certain bonuses o£ a million dollars or 

more, paid or· awarded to Connecticut taxpayers by 

companies that receive funding through the TARP 

pro~ram; and~ third, establishes a loan guarantee 

program for. companies with 50 or fewer employees·. 

Mr. Speaker, the Clerk has an amendment, which 

.I would ask to be called and r would request to 

summari-ze. That. amendment is LCO Number 4 808. 

SPEAKER DONOVAN :· 

Will the Clerk please call LCO 4808, which is 

designated Senate "A." 

THE CLE-RK: 

LCO Number 4808, Senate Amendment Schedule "A," 

offered by Senat·ors 'Williams_, Looney ·and Daily. 

SPEAKER 'D.ONOVAN: 

Representative seeks leave of the chamber to 

summarize the amendment. Is there objection to 

summarization? He.aring none., Representative 
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Mr. Speaker i the amendment before us rna'kes a 

few changes that are ~elatively technical and one 

that is substantive. The substantive -- or two that 
., 

are substantive. One substantive change lowers the 

amount of the bonus to over $500,000, snd the other 

substantive change is to strike Sections 4 and 5 of 

·the bill relating to the loan progr·a,m because those 

two sections w~re in a bill that was previously 

adopted by this chamber. And £;...move acceptance of 

the amendment ·-- excuse me -- adoption of the 

amendment, Mr. Speaker. 

SPEAKER DONOVAN: 

Thank you, Representative. 

Question's on adoption of s·en.ate Amendment. 

schedule "A." 

Will you remark? Remark, will you remark7 

Representative Candelora. 

REP. CANDELORA (86th) : 

thank you, Mr. Speaker. 
' 

·Mr. Speaker, if r may, a question to the 

prop.onent of the amendment. 

003522 

;_ 



• 

ckd/gbr 
HOU~E OF REPRESENTATIVES 

SPEAKER DONOVAN: 

Please proceed, sir. 

REP. CANDELORA (86th): 

~hank you, Mr; Speaker. 

557 
May 1, 2010 

As par~ Of this amendment1 we are, I guess, 

striking a million and reducing to $500,000, which 

would be that the tax then would apply to bonuses 

that are $5,000 or greater1 Through you, Mr. 

Speaker, am I correct? 

SPEAKER DONOVAN: 

Representative Staples. 

REP. STAP:LES ( 96thJ: 

Through you, Mr. Speaker, bonuses of $500,000 

or great·er during the. two income years that the bil.l 

covers. ~hat's correct.· 

SPEAKER DONOVAN: 

Representative Candelora. 

REP. CANDELORA (86th): 

Thank you, Mr. Speaker. 

And is there a reason we're making this type of 

change, through you, Mr. Speaker. 

SPEAKER DONOVAN: 

Representative Staples~ 

REP. STAPLES (96th}: 
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Through you, Mr. Spe~ker, I believe the reason 

is to generate some additional revenue to offset the 

cost of the reduct' ion of the business entity tax, to 

try to make the. income balance out that cost a 

little more closely. 

SPEAKER ;om~OVAN: 

Representative Candelora. · 

REP. CANDELORA (86th): 

Thank you, Mr. Speaker. 

I don't have a~~{ further questi.ons on the 

amendment. And I'll reserve my comments on the bill 

·if the . .amendment pa:sses.. I do have concerns with 

this amendment that, of cours.e,· we are reducing a 

threshold in order to increas~ taxes. 

Thank you, Mr. Speaker. 

SPEAKER DONOVAN: 

Thank you, Representative. 

Would you care to mark further on the 

amendment? ·would .Y9.U .ca·re to mar·k further on the 

amendment? If not, let me try your minds. All 

those in fav"or of the amendment, please. signify by 

saying aye 

REPRESENTATIVES: 

Aye. 
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All those opposed, nay. 
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REPRESE.NTATIVES: 

Nay.· 

SPEAKER DONOVAN: 
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The ayes have ;i:t. '!'he amendment i-s adopted. 

Remark further on the bill as amended? Remark 

further on the bill as amended? 

Rep;resentative Candelora. 

REP. CANDELORA · (86th): 

Thank you, Mr. Speaker. 

I don't have any further questions on the bill. 

I think we've seen thi~ and exhausted this in the 

Finance C"ommit·tee. Tt s·e~ms pretty plain on its 

face. And I do have grave concerns about what we're 

doing here today~ It wasn't what? Less·than ten 

hours ago that we took up a bipartisan bill to try 

to help stimu~ate our economy and to create jobs in 

Connecticut.· It also wasn't long ago that we 

received some revenue estimates that is shbwing that 

. there may be some signs of possibly .~om·e positive 

recovery. Arid after getting this·type of news, what 

we're doing is turning around and yet passing 

another bill involving taxing. And regardless of 
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the substan.tive· tax that we're discussing today, the 

fact of the matter is we.' re proposing ye·t another 

ta.x. And it •s· a bit .ironic, I think, t.hat in this 

very same bill where w.e' re taxing employees, we're 

no longer just taxing businesses. We're now going 

after the employee$ b.ased on how much they're 

earning. But in t.hi,s very same .. bill, wei re 

attempting to eliminate a fee ·on businesses that 

they pay. To me, it sort of seems that Section 1 

and section 2 are just in direct conflict with each 

other. And it doesn't seem to make sense that we're 

even considering this in the same.cbill . 

Getting to the s·ubstan·ti.ve issues of the 

particular tax that we are addressing here. There 

Was testimony about the outrage that we heard when 

the ARRA money was distributed and how banks were 

spending that money. And as a result of that 

outrage, we reacted. And the reaction is, you know 

what, we should t·ax that ·money. Because these 

individQal$ aren~t entitled to have it. And there 

was concerns that the manner in which we're doing 

this and because we are targeting a particular 

·segment of our society that this type of punitive 

tax, esse:ntia~ly, would no't hold consti tutionaJ 

-------
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muster, and that issue hasn't been resolved. I 

t'hink it will only be resolved if this doe$ go int:o 

law. And .if that does happen, I think certainly we 

wilJ see' ourselv.es purchasing a lawsuit on a tax 

that originally wasn't set to raise much money. I 

th~nk even now the fiscal note Shows that it's 

raising somewhere around $12 million. And the 

eff~cts o£ it is, for $12 million, we're willing to 

pick on a segment in society, not businesses now, 

we're talking about individuals that are working 50, 
' 

60~ 70 hours a night, making ends meet. We're going 

to tax ·those individua'-1.5 and, ih _exchange, we're . 

potentia_lly buying· a lawsuit that Connecticut will 

have to ·.endure -fo:r m.lmbers of years. 

And contrary to some opinions, I don'· t believ.e 

that lawsuits are a vehicle for job c~eation in 

Connecticut. And I believe that's wha.t this bill is 

doing. I thirtk, also, I'm concerned that t~is 

business entity tax -- I fully support its complete 

e~imination. I think it's very limited in scqpe 

what we're doing here today. I think that it's 

laudable that we're a·ttempting to .scale ·,it back, but 

the way this is drafted is weJre sort o~ pidking 

winners and losers. We're saying, okay, we~re going 
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to re~eal this tax i£ you earn less than $50f000 and 

you have .one or ·more employees. So the solo 

practitioners, who may be earning $51,000 and. 

certainly, for Connecticut, ~f that's a 

-sing.le-·fami.ly income, it's not q. lot of money. T.hey 

still a.re subjected to the burden of this tax. 

Additionally, peOple· who are t~ying to start up 

companies, who have very little revenue comin9 in, 

who may not have the employees t'o meet th±s 

threshold, al.so don't h_ave an opport·u·nity to receive 

an .exemption. And I am concerned and one of the 

reasons wh:Y- I feel pass·ionately that we. ha-ve to do 

something about this tax is because when we sCI.W ·the 

revenue consensus estimates come in, and we've seen 

our revenues on a monthly basis. We continue to see 

our licenses and fees in decline. Actually) I'd say 

they're in freefall. 

We're looking at a $50 million combined deficit 

of our licenses and fees being collected in 

Connect'icut, project·ed out in this late_st revenue. 

est.imate despite the fact· that personal income is 

up. So what that is ~aying is that businesses 

aren't necessarily opening up their doors. But also 

we doubled the ·fees ·for these LLCs. and c·orporations 
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to even file their papers in Connecticut. So not 

only do they now have to continue to pay a $250 

business entity tax, but theyJre also paying upward 

of $250 just to £ile the paperwork in Connecticut to 

start their businesses. Arid T think we have all 

known t;hat filin.·g your companies and making that 

barrier as simple as possible could reall_y lead to 

economic prOS!)erity. I think Delaware, years ago, 

.capitalized on that and saw a lot of corporate 

headquarters .opening up. 

And this bill really seems to be tak.ing ·t_he 

::r,_opposi te approach_, we' .r.e ver.y narrowly crafting 0.!:-lt 

a short term, two-year e~emption for businesses and 

willing to take -- roll the dice, and take out a 

risk of taxing employees in a particu~ar segment of 

our socie.ty just be.caus·e ·they happe·neo to working 

for a company that received federal dollars. It·· s 

the wrong message to send out today. It's 

unfortun'ate that we. have to end tonight on this 

note. I tbink that we made great strides today with 

ihe jobs bill that came out this morning. But I do 

think that this bill, in particular, is fatally 

flawed, and I urge its rejection. 

Thank y.ou, Mr·. Speaker. 

00352-9 



• 
ckd/gbr 
HOUSE OF REPRESENTATIVES 

SPEAKER DONOVAN: 

Thank you, Representative. 

Repres.entati ve Miner. 

REP~ MINER (66th): 

~hank youj Mr. Speaker. 

' 
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Mr. Speaker, I, too, rise with some 

reservations about the bill. I think the eff~rt to 

try and help out small bUSinesses is a laudabLe one. 

I think Rep~esentative Candelora was pretty clear 

and right on when he talked about reductions in our 

license. The area of our reve.nue that it is 

consistently tracking lower than what:"'.we had 

estimated. 

What I find particularly troubling, Mr. 

Speaker, is that before we even know how we got and 

who we got the money from that was above what we 

have projected, some $137 million .. We're goin"g to 

take a position tonight and we're going to tax 

people at a greater rate beyond a half a ~illion 

dollars. I ~uspect that that increased revenue 

didn~t come £rom people who were just over the 

threshold, Mr. Speaker. 1 suspect that that income 

came fro~ people who took pretty drastic risks, in 

most cases with their money, and paid us a· 
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significant amount of taxes. Now I thin·k that 

probably doesn't matter to most people, but it 

matters to me, and it should matter to .\.IS, as a 

legislature. 

It is in·our intent tonight to make a 

bene£icial change to peop1e that pay a business 

entity ta.x. And that the. mechanism by which we 

choose to do it is to tax someone else. Why? 

Because we think they can afford to pay it. We ~ake 

that arbitrary decision to reach out and take money 

from people who put theirs at risk and raise money 

for themselves; for. the federal government, for the 

State of Connecticut.. These people pay a 1ot of 

taxes. 'They',re 'big contriputors· to nonprofits in 

our .state. 'T.hey.'.re quite often on the list .of Who's 

Who at libraries and every other place. But those 

are the people that we go to., that top 2 percent, 

that top 5 ·percent. 

I tried to get information from the Department 

of Revenue Services ye~terday. Do we know where 

this $137 million came from? Do we know the class 

of taxpayer that paid us tha.t money? The answer is 

no. We won't know that P,robably for six months . 

But befoie we know that~ our first step two days 
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after the good news, is to ratchet up the tax rate 

on them. There's so many other indicators, .economic 

indicators, in that revenue package that we were 

given the other day that show that this is exactly 

the 'Wro"ng· kind of decision for us to be ma.king. It 

absolutely blows my mind that we would do this. 

Corporate taxes are down. But we're going to 

go altead and we' re -going to .increase taxes on people 

that we think make too much money. Mr. Speaker, the 

Clerk has an amendmen-t, LCO 4984. I ask. that he. 

call it, and I be allowed to summarize. 

SPEAKER DONOV~N.: . 

The Chamber will stand at ease. 

(Chamber at ease.) 

SPEAKER DONOVAN: 

Will the"Clerk please 6all LCO Number 4984j 

which will be designated House Amendment Schedule 

"B" -- "A" House "A. " $orry, . House "·A. " 

THE CLERK: 

LCO number 4984, House "A," offered by 

Representatives Cafero, Hamzy and Kiarides~ 

SPEAKER DONOVAN·: 

Representative seeks leave of the Chamber 'to 

sumtnarize the amendment. Is the,re oojection to 
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Repre~entative Miner, you may proceed wit"h 

summarization. 

REP. MINER (66th)~ 

Thank'you, Mr. Speaker. 

Mr. Speaker, what this amendment does is take 

the initiative of the underlying bill one step 

further. The very end of the amendment, under 

Section 2, it repeals the business entity tax. And 

unlike the underlying bill, which is stricken by the 

amendment in its fir$t part, the bill pro·poses to 

pay ..... for that effort by using reductions in spending,'/;-·· 

which are p+etty much consistent with those 

reductioris in spending that came out of the bill 

voted out by· the Appropriations Committ:ee, and I 

move adoption. 

·SPEAKER DONOVAN: 

Questions on adoption? Will you remark 

further? 

REP. MINER (66th): 

Thank you, Mr. Speaker. 

M·r,. Speaker, onc_e again, we're having this 

debate about how we pay for things. I think our 

position has been and probably will be that if we 
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think this is the right thing to do in the State of 

Connecticut, reduce the business entity ta~ or do 

a~ay with it, we ought to adjust our spending to 

compensate for it. We shouldn't reach out to people 

who already pay plerity ~n taxes and say, We want you 

to pay m.ore.. So what this does is readjust, as I 

said earlier, our spending priorities and the 

spending priorities that we have highlighted here. 

listed are. slightly in excess of what· the cost of 

this amendment wouid be and consistent with t-he 

Appropriations Comm:ittee's decision. 

Mr. Speaker, ~ would ask that when ~he vote is 

taken on this, that it be taken by r.ol.l call. 

SPEAKER DONOVAN: 

Question is on a roll call vote. All those in 

£avor on a roll call vote, please signify by saying 

aye 

REPRESENTATIVES: 

Aye 

SPEAKER DONOVAN: 

It appears the 20 _percent has been met·. When 

the vote ~ill be taken, it be taken by roll. 

Remark further on the amendment? Remark 

further --

' . 
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Mr. Speaker, we do think thLs is the right move 

fo~ the State of Connecticut to make. We think that 

it's the right m~ssage to s~nd to the small'buslness 

owners of ·th~ $tate and tonight is as good a time as 

any. 

_ Thank you, Mr. Speaker. 

SPEAKER DONOVAN: 

Thank you, Representative. 

Would you care to remark further on the 

' amenc;l.ment? Care· to remark fur~the.r on the amendment? 

Represe~tative Mikutel. 

Not on t;he -ame.ndment. 

Representative St-aples. 

REP. STAPLES (96th): 

Thank you, Mr. SpeakerL 

Mr. Speaker, I'm just getting_a chance to 

review these line items no~ so I ~iqht have a few 

questions for the proponent. lf you: mind, I'd l.i'ke 

to propos~ some qu~stions to Representative Miner~ 

SPEAKER DONOVAN: 

Please proceed~ sir . 

REP.· S'rAPLES (96th): 

. 0035'35 
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Mr~ Speaker, there are several fairly 

significant reductions in this amendment, which I 

wondered if the gentleman might let me know the 

impact of and one that -- the f.irst that I noticed 

is the reduction in reimbu'rsement to towns for loss 

of ta~es on state·property by $500,000. Could the 

gentlemanment.i,on to me or let· me know exa:ctiy wha.t 

this reimbursement to towns is for?: Is it a pilot 

payment: to towns f·or st.at·e property in their 

communities? 

SPEAKER DQNOVAN : ~'l .. 

Representative Miner~ 

REP. MINER (66th); 

Thank you, Mr. Speaker~ 

My recollection of the desc.r,iption given when 

th~t bill passed or that subject matter passed out 

o~ the Appropriations Committee,_ that that was an 

adjustment based on the ·amount of state property 

owned in the State of Connecticut. 

SPEAKER DONOVAN: 

Representative Staples~ 

REP. STAPLES (96th): 

I'm sorry. I'm 'not sure I understood the 
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response. Could you -- could you explain that to me 

please. 

SPEAKER DONOVAN: 

Representative Miner. 

REP. MINER. _(66th); 

·Thank you, Mr. Speaker. 

My recollection is that that was an adjustment 

ba~ed on the state property currently irt inventory 

in the State of Connecticut . 

. SPEAKER DONOVAN : 

Representative Staples. 

REP. S:.trAP.LES (96th): 

Thank you, Mr. Speaker. 

Mr .. Speaker, in line 74, there's a .reduction .in 

almost $6 million in the Department of Developmental 

Services for· employment opportunities and day 

services. Cotild you let me know what that -- the 

impact. of that reduction might be? 

SPEAKER .DONOVAN: 

Representative Miner. 

REP. MiNER (66th): 

Once again, Mr. Speaker, I believe that was 

consistent with the Appropriations Committee's 

·.decision and. ih that bill and my recollection in 
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that case is that is a carry forward of a lapse, I 

beli.eve. 

SPEAKER DONOVAN: 

Representative Staples, 

REP. STABLES (96th): 

_Thank you, Mr. Speaker. 

And, in line 86, the $9 milLion redudtion in 

Medicaid. How does that effect the status of the 

Medicaid budget? Through you, Mr. Speaker. 

:SPEAKER DONOVAN: 

Repre:sentative .M1ner. 

REP. MINER (66th): 

If you give me on·e second, Mr. Speaker. 

Mr. Speake.r, I I believe that that is also 

·ap adjustment that was made in the Appropriation 

Committee's budget .. 

SPEAKER. DONOVAN: 

Representative Staples. 

REP. STAPLES (96thj: 

Thank you, Mr. Speaker. 

I guess, Mr. Speaker, I'm qnderstanding the 

gen~lem·an' s responses, and I -- obviously, those are 

not -- those are not changes that are.presently 

anticipated to be in the budget or ·they wouldn't 
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be -- I'm assuming they wouldn't be before us in 

this form becauie they would already be counted in 

the budget~ So I'M not sure .if we're 

dotible-counting these items or if we're just taking 

these out of the bUdget now and then, therefore, 

would have to account for them when we reconcile our 

numbers ano if we do. a budget in the next· sev.eral 

days. Is that is that what we're doing? We're 

taking $32 million out of what was in a budget that 

we would have to then ad~ust for later? Through 

you, Mr. Speaker. 

SPEAKER DONOVAN: 

Representative Miner. 

REP. MINEH ( 6"6th) : 

Thank you; Mr. Speaker. 

These are all above and beyond the deficit 

rnitigat·ioh package that we've already voted on for 

2010. And I believe they are all subject ma.tter 

reductions that we have been talking about 

previously in terms of budget adjustments for 2011. 

SPEAKER DONOVAN: 

Representative Staples. 

REP. STAPLES (96t"h) : 

Thank yoU, Mr. Spe~ker. 
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Mr. Speaker, I guess the point -- the one point 

r would like to make is that the gentleman began his 

·statement by st.ating that we ·would all li:ke to 

repeal the business entity tax, and I think what we 

have before us is a repeal of the tax for a couple 

of years, a sus:pension of a ta-x for a couple of 

year$ on small business~s. And I think -- at 

least. speak:i,ng for my_s-elf, I think the interest on 

our part has been to add~ess the impact on small 

businesses because they -- they are those that are 

detrimentally impacted by what is, in ·effect·, a 

relatively modest fee.~f $250. But, for small 

businesses, particularly those with ver~ few 

employees, this might, actually, have some impact on 

t'heir bottom line. 

But, for large businesses and .many very lar·ge 

corporations take advan~age of these LLCs, a $250 

fee is not really noti6eable in the scheme of their 

budget so I don't think there really is a job 

creation impact of removing this on large 

businesses. So I think the bill before us with its 

$12 million fiscal cost is probably the most 

.appr·opria:te way to targ.et relief, and we're not 

necessarily g.ainihg .much in terms of job creation by 
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the ext~a $20 million that we would be sacrificing. ,. 

under this amendment. 

And just fUrther, Mr. Speaker, obv~ously, ~e're 

in the middle of budget deliberations and we hope to 

hQve some·agreem~nt on that .in the n.ext several 

days. And T think·it would be ·premature to adopt an 

amendment thQ.t wou1d create an additional 12 -.- or 

rather $20 million hole without the -context of the 

whole budget before us. So for those reasons, Mr. 

Speaker, I urge rejection of the amendment·. 

SPEAKER DONOVAN: 

Thank ...... you, Representative . 

Would you care to remark further on the 

amendment? Care. to remark furth·er o.n the amendment? 

Representative Shawn Johnston~ 

R.EP. JOHNSTON (51st): 

Thank you, M~. ~peaker .. 

Mr. Spe.aker, ·a question ·to the "proponent of tne 

amendment .. 

8-PEAKER DONOVAN: 

Please proceed, sir. 

REP. JOHNSTON (Sist): 

Thank you, Mr. Speaker . 

. Just receiving this and. trying to .look through 
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the line items, I heard reference earlier to some 

pilot funding to some municipalities, and I haven't 

been abl~ tb quite find it in the bill, but, on 

opening day this year, in this chamber, we passed· an 

eme.rgency certified bill if I can. remember right, 

Mr.. Speaker, that reduced payments to our 

mimicipali tie$ .around the state by $6. 9 miliion.. 

It's been signed by the Governor and enacted into 

law. It was $6. 98 million. Wi.thout being able to 

· find the lin~ item ~n this bill, is the amount in 

this bill greater than the 6.98 that we lost that 

.. _ day for our towns or is the amount· less than that.:? 

.~hrough you, Mr. Speake~. 

S.PEAKER DONOVAN: 

Representative Mine·r. 

REP. MINER (66th): 

Tha~k you, Mi. Spe~ker. 

The line i tern i.s line Tl3 and it's 500., 000. 

SPEAKER DONOVAN :· 

Representative Johnston. 

REP. JOHNSTON (51st): 

Thank you, Mr. Speaker. 

I appreciate the answer. Thank you . 

S PEAK.ER DONOVAN: 



••• 

;..1. .• 

•• ,.·. 

ckd/gbr 
HOUSE OF REPRESENTATIVES 

577 
May 1, 2010 

Remark further .on the amendment·. Would you 

remark further on the amendment. I:f not, will staff 

and guests please coM~ to the well of the House. 

.Members take t'hei.r· s.eats. 
I . 

The machine will be open~ 

THE CLERK: 

The Hou~e of Repr~sentatives is voting by roll 
. ! 

call. Members to •the chamber. The House is v·oting 

House Amendment Schedul·e "A" by roll call. Members 

to ·the chamber. 

SPEAKER DONOVAN: 

Have all the members voted? Have all the 

members voted,? Please check the roll. cal.l board to 

mak~ sure your vote~~ been properly cast~ If all ~~ 

i.f all ·the members have voted, the machine will be 

locked. The Clerk will please take a tally. 

The Clerk please announce the tally. 

THE CLERK: 

On House· Amendment Schedule ''A" for Senate Bill 

1. 

Total Number Vot.ing 1"38 

Necessary for Adop.tion 70 

Those voting Yea 32 

Those voting Nay 106 

Those absent and not voting 13 
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Remark further on the bill as amended? 

Repres~ntative Mikutel. 

REP. MIKUTEL (45th): 

Yes, thank .you. 

Mr. Speaker, I rise to support the bill. I 

think w})at I,Ne're doing here complements what we did 

on-the earlier jobs bill. Suspending the business 

~ntity tax for two years, I believe, is a good thing 

£or small businesses, which generate most of o~r 

. jobs in ·the State of Connecticut. So -- so "here is 

a good opportunity to stimulate jobs and lower 

taxes, but I t~ink it's important we focus on how 

we're paying tb~s, and we are doing that, as I 

understand it, by taxing the bonuses of those big 

bank empioyees who received federal bailouts. 

They're under the TARP program. Now, what did these 

people. do to earn thos~ bonuses? Did these Wall 

Street firms create anything of value? Did they add 

to the gross na-tional produc-t? Basicaliy, they were 

just shuffling papers around. In fac.t, they 

engineered risky investment strategies that drov.e 

our economy over the cliff; that cost Connecticut 
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80,000 jobs; that forced 4r000 small businesses in 

Connecticut to close their doors and destroyed the 

life savings of thousands of our constituents. 

That'~ what they did. That's how they earned their 

bonuses·. A.nd we're talking bonuses of $500, 000 on 

top of their salaries. We're not talking about 

·taxing their salaries. We're talking taxing their 

bonuses. We ought to be outraged about that. In 

fact, considering all that, we should tax the hell 

out of them. 

In effect, they turned Wall.Street into a 

casino. That!.r:s what they· did. Turned it into a 

casino. And who -- who loses in a casino? The bi.g 

fat' cats don't lose on Wall. Str·eet. Goldman Sachs 
. . 

played us for suckers. They hedged ·again5t the 

collapse in the housing marke~. These are the smart 

boys, the smart guys, the smartest guys in the room. 

Led our economy over the cliff then took taxpaye_r 

monies when we bailed them out because they wouldn't 

survive without taxpayer m6ney, and then they bonus 

their employees for thei-r r_ec~les·s behavior. 

Now~ what responsible company rewards their 

empl·oyees for poo.r and unethical performance? 

That~s the issue here. We should send that message 

003545 



·-

• 

ckd/gbr 
HOUSE OF REPRESENTATIVES 

580 
May 1; 2010 

that we're sick and tired of the way Wall Street 

runs their business in their whole compensation 

system. rt needs to be· loo;ked at. And Congre·ss 

shouldn't have bailed them out when they knew that 

b6nus system was intact and they could still do it 

under the TARP. They were wrong. We're going to be 

right. Connecticut legislators should stand up for 

what's right. 

S PEAKE.R .DONOVAN: 

Thank you~ Representative. 

Representative Piscopo~ 

RE-R. PISCOPO (76th): 

Thank you1 Mr. Speaker. 

Mr. Speaker, I was -- it's getting late and I 

was trying to quickly read the Senat.e amendment. as 

it- ~as being debated and I so to ·that ends, I 

have a question, through you, to the proponent of 

the bill, please. 

SPEAKER DONOVAN: 

Please proceed, sir. 

RE.P.. PISCOPO (76th) : 

Tbank you, Mr. Speaker. 

·Mr. Speaker, the Senq.te amendment, on lin·e 33, 

strikes 1 million and it insert~ 500,000, lowering 
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the threshold. And then as I read down int·o the 

text it -- lt has, you know, it has taxpayer, 

defines taxpayers, and in line 86 on, in the text, 

it has, "Any cove .. red TARP recipient t'hat pays bonus 

of $1 million," in. li.ne 8"7 of the file. And the 

a:mendmeht does~n' t addr·ess that. Through you, Mr. 

Spe·aker. 

SPEAKER DONOVAN 
' 

Representative, oo you have a quest.ion?· 

REP. PISCOPO" (76th): 

Yes, that -- that ·is a definite inconsistency, 

Mr. Spea.ker. The amendment lowers the: .. threshold in 

one part of the text, the file copy~ and it leaves 

the other part o'f the. file copy untouched. ·In. other 

words, .S.OO, 000 in o.n~ part of th.e fi.le and. then you 

go down the line 87, an~ it's back up to 1 million. 

So I think that's -- I see that as an inconsistency, 

and I wanted to ask, through you, Mr ~ ·· ·$.peaker, to 

the proponent. 

SPEAKER DONOVAN 

Representative Staples~ 

REP. ST.APLE.S (96th.) : 

Thank you, Mr. Speaker . 

Mr. Speaker, I think that the -- I don't think 
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that that inconsistency affects the applicability of 

the bill to bonuses over $500,000. ~he section that 

you ref·er to that still r·efet.ences $1 million 

thresho1d is related to s·ect·ions of· the statutes 

that require· employers to wi thho..ld from taxes -- or 

hold withhold ta·,xes and wages and other payments. 

So it is -- I think the employers are still required 

to do that under the provisions of the General 

Statut.es. That section strikes me as --: as 

redundant in the sense that it says that they need 

to do that s~ecifically £or bonuses above $1 million 

and, yet, they~re· already ~equired -- excuse me --

they're already r~quired to withho1d taxes in any 

case under those statutes. So I don't see the 

inconsistency as undermining the purpose of the 

bilL 

SPEAKER DONOVAN 

Represe.ntative Piscopo. 

REp. PISCOPO (76t~): 

Thank you, Mr. Speaker. 

I thank the.gentl.eman. 

It's -- I se_e it as an inconsistency. · I.t' s in 

the· same section. In one part of the section, it 

clearly 1owers it to 500,000 and later 6n in that 
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same section it~s up -- baek up to 1 million. It 

might have just been a simple e·rrox in drawing up 

the amendment. but I' 11 let it go .at that. 

Thank you, Mr. Speaker. 

SPEAKER DONOVAN 

thank you~ Representative. 

Repr·esenta=tive Hamzy. 

REP. HAMZY (78th): 

Thank you, Mr. Speak~r . 

. Mr. Speak~r, just following up o:o comments that 

wer~ made earlier in this debate. With regard to 

the bailout of :the banks that was conducted by 

Congress·, I think it raised the ire of a lot of 

people, my included. I -- I was totally opposed to 
. I 

those bailouts. I tho~ght it was reckless. I 

thought it -- I thought it rewarded poor behavior. 

But that feeling about the bailout and compa.red wi,th 

the policy change that we are embarking on in this 

amendment, I believe, are two different things. 

And, through you, Mr. Speaker, I'd like to ask just 

a couple of questions to the proponent. 

SPEAKER DONOVAN 

Please proceed, sir . 

REP. HAMzy· (78th): 
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Through you, Mr. Speaker, there are seriou~ 

con~titutional questions that are raised by this 

·policy change. And. through you, Mr. Speaker, what 
I 

would be the affect if the -- the taxing of the 

bonuses was found to be unconstitutional? Would 

that have an affect O"n the s·uspension of the 

Business Enti~y Tax? Throug~ you, Mr. Speaker. 

SPEAKER DONOVAN 

Represe~tative Staples. 

REP. STAPLES (96th): 

Thank you . 

. ;::. .. Through you, Mr. Speaker. I. don't believe so . 

I b.elie.ve that the provisions ar·e separate and 

distinct and that the Business Entity Tax provision 

would still be suspended. 

SPEAKER DONOVAN 

Representative Hamzy. 

REP. flAMZY (78th):: 

Thank yo·u, Mr-. Speaker. 

And I -- I appreciate the ans~er to the 

quest-ion. 

My concern, though, is I think a strong 

argument can be .made that those two things woulo not 

be sepat:a·te and apart. Tha.t it w.ould be considered 
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to be closely tied together and that the policy 

change of enacting these -- this tax on a specific 

set of people which could easily be found 

unconstitutional. Even our AG .hedged his bets and 

said that these· -~ this policy change may be 

unconst~tutional and lead to a lawsuit, which I 

doh' t believe would c-reate jobs which would -- but I 

think he has aaid ~hat lawsuits do create jobs. I 

think that would result in the Business Ent.i ty Tax 

also not being suspenped, which I think would be· 

unfortunate. And it 1 s for that .reason that· I would 

be voting against this.bill. 

Thank ·you, Mt. Speaker~ 

SPEAKE~ DONOVAN: 

Thank you, Representative. 

Representative Hetherington. 

REP~ HETHERINGTON (125th) : 

Thank you, Mr. Speaker. 

I think we ought ·t·o ask ourselves what's the 

connection between bonuses paid by companies that 

received TARP mon~y_and the elimination or 

suspension of the .Business Entity Tax? Answer is 

there's no connec-tion. This is -- there's no 

connection whatsoever. It's simply an available 
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target so we target it~ We take the money from 

bonuses that ~ere paid' .by TARP .companies. 

But the biggeL question I think or the bigger 

is·that when we-- when we voice our outrage at the 

companies that received TARP assistan~e, we have to 

look at where that assistance came from. The 

leaders of Congres~, the President, consistently 

defend, as. essential, the TARP program. Sor in our 

' 
outrage about TARP, we ought, to consider where it 

came from. In fact, it was a federal policy adopted 

by Congre$s, supported by the administration to bail 

. . 
these compan·ies out. we didn't have to do that . 

-why didn't we let them all fail? That's what we 

Seem to think they deserve. We should have 1et them 

all fail.· Instead, we bailed them out. 

Now we waht to, in effect, _express our outrage 

at the TARP assi~tance by taxing employe.es of the 

companies that got TARP assistan.ce. Why don ''t we 

tax General Motors employees? The United St~.tes 

now -- its taxpayers now owns General Motors. A 

company 'that failed over the years again and again. 

They used to s~y if you want to get drugs off the 

street, you ought to put GM in c~arge of marketing 

them. ·And:clearly, clearly, this w~s a company that 
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was not entitled to taxpayer support but, 

nevertheless, we g~ve it to them. In fact 1 we 

bought. the company. We now all own it. So why 

don't we tax GM? ·why don't we tax GM cars? And 

their employees? 

The point is although our outrage, perha~s, 

gives some personal satisfaction, it has nothing to 

do with what we are doing here, that is, we are 

targeting taxpayers. People who· pay a ~ubstanti~l 

amount under ordinary income tax rates to the state 

of Connecticut. We are ta-rgetin9 t·hese bonuses 

simply because ·the companies too'k assistance that 

essentially was forced upon them~ And I think it 

ha$ nothing to do with the rule -- with the 

elimination ·of ·the Business Entity Tax. And for 

that reason and others I've stated, I'm going to 

oppose this measure. 

Thank you, Mr. Speaker. 

SPEAKER DONOVAN 

Thank you, Rep.tes.en·tative. 

Representative Shawn J6hnston. 

REP. JOHNSTON (51st): 

Thank. you., Mr. Speaker . 

Mr. Speaker, on the bill we're about to vote 
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on, I think that it seems like it's going to be a 

pretty easy vote.for people and they've divided up 

into two camps. But for those that I think are 

probably inclined to vote f6r this, I just ask them 

to take a minute and really think if this is a road 

that we, as a legislator -- legislature, want to go 

down. Becau·se I thipk it·' s an incredibly sc.ary road 

to begin to go down. 

What, in essence, we're doing as a legislature 

is we're going to start to make value judgments upon 

how people earn their money, and ~e're going to ta~ 

according .t.o that. We've always taxed ac·cording to 

a fair spectrum ac.ros.s all spec -- segme·nts of 

$OCiety based upon a level of income or a level o£ 

purchasing. Something that would apply to each and 

every individual that falls in that range. And this 

is a scary place to go. This beg~ns to say) based 

upon what you do for a living, we may hot like it 

and we may be outraged by it and "bec·ause we don't 

like it and because we're outraged by, it we're 

going to tax you differently than everybody else. 

Do we want to go there? And if you go there, where 

does it end? Do we come back in futtire years and 

decide that we don't like the garbage. that Jerry· 
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springe·r sells on TV, that we don't think it' .s real 

good for our children to. be watching? And we· Ire 

going to charge him a different rat·e or anyone else 

like him, or maybe someone that has a worldwide 

empire that sells ~restling and a.ther promotional 

products that we think isn't so good for our 

teenagexs to watch. Should we charge them 

dif·f·erently? Or someone who se.lls pornogJ;"aphic 

mate~ials, makes millions. A lot of us are outraged 

by it. We don't think it~s the best thing in the 

world. We going to charge them a different rate? 

~nr maybe we start to think abotit it and say we're--

pretty darn upset that our federally elected 

rep~esentatives took our taxpayers dollars that we 

gave them and loaned 'it out to thes·e companies. And 

so maybe next year we want to tax our fede.rally 

elected representatives at a differen.t.rate. 

Wh where db you begin? Where do you end? I 

would just suggest t.hat you literally think about. 

this for a minute .. It's not as simple as I'.m really 

PO' d at those· people and T want,. to tax them at a 

.high rate, and we're goil'l:g to get some fairne$s out 

of thi.s. It. begins lis down a road that I think we 

ought never to go down. And. I think it is 
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incredibly scary and. for that reason, Mr. Speaker, 

I'm. voting no. And I hope that other people may 

think v~ry seriou~ly abdut that. 

SPEAKER DONOVAN 

Thank you, Representative. 

Would you care to remark further? 

Representative Cafero. 

REP. CAF~RO (142nd): 

Thank y6U, Mr. Speaker. 

Lot of times· in this chambe:r; and around this 

cbuntry, we, who ~re lucky enough to be in pUblic 

office, wonder why do people not like~_us? Why when 

they poll Congress or a legislaturer do we poll so 

low? Do we really have to guess at that? 

You know several ~onths ago over years ago 

we it was what? September 2008. Things were 
-.. 

going alon~ pretty good. People's lives Were fairly 

good. We'd ·go to work, you'd c_ome home·. And all of 

a sudden one night we turned on the TV and there 

people were talking a_bo-ut thi~ financiaJ collapse. 

Well, at· first you said, Oh, well, whatever. And 

then after day after day and hour after hour, and 

t-he continuou·s coverage, we st_arted to get scared. 

Even thoae ot us ~n government who think we might 
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know a litt~e bit more ~ban the average Joe or Jane, 

we're, like, what the beck's going on here? Then 

you started to hear .stori.es about people's 401.(k)s 

collapsing, et cetera. And we~re on the brink of 
I 

this collapse. 

You had people fTotn Washington in nice suits 

getting befo.re long tables, and people on the dais 

who are senatprs or congressmen and they were 

saying, We have to oo something now. .we h.ave to 

rescue the financial ma~ket. 

And we all went along and said, okay, do 

something. Do .it quick. ~.My God, what's happening? 

.Are we going_ to l.ose everything?" 

And they did it. 

They said~ Had we not~ we would ~ave witnessed 

the world wide collapse. 

So we thought we did the right thing. But 

let's face it; we didn't 'know. I guess that must be 

the case, they said it was. And we gave millions 

and trillions of dollars to boost up }?ank's and 

compani·es, et cetera. But I guess we thought we had 

to do that because ~veryone's talking· about this 

collapse. And to this day, we dontt know whether or 

not it would have c6llapse had we not or nothing 
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And then months go Joy anq we se·e· thos.e same 

companies that were begging for help, that were· on 

the verge of collapse that warned if you let us go 

down, the whole world's going to go down. 

And you see that theyire rep9rting profits and 

huge margins. And they're giving out bonuses? 

They're giving out what? With my money? They're 

giving out bonuses? Are you kidding me? We were 

outraged, o~traged. I understand that emotion 

because, God knows, I have it. But then you have to 

say what do we.do about that? 

This particular bill says now we're going to 

get you. We need some dough so now we're going to 

get you. You made some money off this stuff, ·we're 

going to tax you. For those of us, like me, that 

are outraged, it's like, yeah, get them, get them. 

Where do they get off? Millions of dollars o£ our 

money. 

But, .as Representative Johnst·on says is that 

where we want to go?· Because today it'S them. Who 

is it tomorrow? As Representative J~hnston said, 

.Repres·entative Het'herington said we :boU<Jht out GM . 

So we -- here, in the st~te of Connecticut, we're 

003558 

•' 



•• 

•• 

• ·' 
'.1 

:"" 

ckd/gbr 
HOUSE OF REPRESENTATIVES 

593 
May 1, 2010 

hUr"t:ing for dough. Whe.re do we look ·around? And we 

always pick on certain people. You smoke 

cigarett.es_; let's ta-x cigar·ettes .. Pe.ople smoke 

cigarettes. Oh, what the heck. Nobody likes them 

anyway. ·we'll just tax them. No one would dare 

vote against that. 

If we're are going to have a system where when 

we really need the dought we're going to look around 

\ 
and pick the person who's the Villain of the day~ 

~ot- a good policy, not a go·od policy. Tha.t' s what 

this bill does. 

And what I think is reall~ upsetting to me is 

that we tie it in With a provision entitled S.B. 

1 -- S. B.· 1, AN' ACT CONCERNING THE PRESERVATION AND 

CREATION OF JOBS .I'N CONNECTICUT. 

T,his wa.s supposed to be the jobs bill, 

remember? R~member the -biq hooplc;1? It' .s been . 
reduced to we'll get rid of your Business Entity Tax 

for some of you, not all of you, and we're going to· 

pay for it by getting those bad guys. That's what 

we're going to do. 

There's another fla~ here, as well, in the thinking 

because people sayJ Well, can we do tbat legally? 

That taxing of the TARP bonuses? A lot of people 
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said, Of course, you can; ab$olutely you can; 

absolutely you can. 

A lot o£ opinions have come out and said, Well, 

~ou know maybe we can~t. 

So what happens if weire wrong? We've been 

wrong· before. We pas•sed Campaign Finance, . thought 

we knew~hat we ~ere doing. ,Our Supreme Court said, 

No, sorry, screwed it up. 

So if t~is provision ·is ruled unconstitutional, 

as was -asked, does that rnea.n that we no long·er 

believe· in reducin<J the Business Entity Tax? Are we 

tying .something that we all agreed on, f.or years 

now. This annoying· tax t·hat is a symbolic measure 

that is a -- many people Consider a penalty against 

business. That we· should remove that obstacls to 

encourage business -- to send t~at signaL But are 

we saying we'll only do that ~f it's constitutional 

to tax those bonuses. Well, that's a heck of a 

message,- isn ··t .it? And if the answer to the 

question is, well,· they're not tied together, then 

what the ~eck are they doing in the same bill? And 

if one is ruled unconstitutional, then how are going 

to pay for the bonuses? Excuse me -- how are we 

going to pay for the elimfnate -- elimination of the 
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Business Entity Tax? That's about -- what· is it --

) million.oucks? Can we afford to just say, Eh, I 

guess we'll be in deficit that ,much .more, -when we•·re 

alre-ady pretty much in deficit? 

And then there's the technical issue that was 

·brou~ht up·by Representative Piscopo. Folks, make 

no mistake ~bout it. There was a mistake made here. 

This bill is flawed. It was drafted incorrectly. 

It~s not a maybe, what we think -- it is de£initely 

drafteo incorrectly·_. )3ecause the amendment went out 

Qf its way to chine -- change line 33 from $1 

million: to $500, 000, but it .:f.orgot to change line 

87. It~s the same t~ing. It relates to the same 

thing. So now we have a la~ that not only iS 

questionably constitutionally but wasn't even 

wr.i tten right. 

In fact, if you look at the fiscal note, it 

actually says· that the I?urpose of Senate "A" was to 

lower the threshold for the iinposi tion of ·the higher 

personal income tax rate on TARP bonuses from one 

million dollars to a half a million dollars. We did 

that in line 33, but we forgot to do it line 87. w~ 

screwed up . 

But1 at 1:30 in the morning, we're going to 
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iush to do this bill so we could say ~e did 

something for business? Is that the. reason? Is 

that the way we should pass laws? Pass laws, 

either, out of anger for a particular group. Pass 

lq.w~ that we're n-ot sure anc1. q.re que.stioned by our 

Chief 'Attorney of this state is· questioned as. to 

whether or not it's constitutional? And laws that, 

as we pass them, not after the f~ct before we pass 

them ~e know we screwed up~ We wrote it wrong and, 

yet, we.' re going to p·ass this bill? We're making a: 

mistake folks. There's a better way to do this. 

We tried wi_th ou.r amendment ·to get rid of all 

of the Business Entity Tax and pay ·for it .with cuts 

·that was rej.ected by this chamber. Let's find 

another way becau:se I think we all agree about the 

first part. I just c'an't ag·ree about how ·to pay it. 

And the vehicle we've chosen is not only 

questionable at best. We wrote the bill wrong. How 

could we vote for it? Think long and hard before 

you press the button. 

Thank you, Mr. Speaker. 

SPE~KER DONOVAN 

T_hank yo.u, Repres.entati ve· . 

Representative Staples. 
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Mr. Speaker, I just want to make a few points 

regarding the concerns that have been expressed. I 

·think t_hat the amendment;. takes care .of lowering the 

th~eshold by amending the se~tion that defines who 

is covered by the bonus. The section that was not 

-amended cioes ·not af·fect th.e definition of who is. 

covered by the bonus. lt af.fect·s the obligation of 

" the employer to withhold ta~e·s from their employees' 

wages or other payments. Those sect.ions already 

appl,y. to all wages and payments that an employer 

makes to an employee.. So I thin"k the sect'ion that 

is re·ferenc.ed in the bill is is redundant in that 

r 
it requires that in addition to their cu~rent 

r 

·obligation ~o withhold wages from -- taxes from 

wages and payments. They shall also do that for 

bonuses that ex~eed $1 million. It doesn't.change 

the fact that tbe definition section has lowered the 

threshold to $500,poq. So I don't think that this 

inconsi$tency in the language is ~oing to affect the 

f-act that -- that bonuses above $500,000 are t-axeci. 

But I think more importantly, Mr. Speaker, the 

.•. , bill before us is intended not to punish but to 

. , I 
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raise revenue to provide relief to small businesses, 

The issue that has been raised about whether it 

constitutes punishment· ·is -well covered in the 

Attorn~y General's opinion. And I just want to read ·. 

one l"ine ·f"r'om that a·nd there.' s no equivocation in 

the Attorney General's opinion. Despite what was 

said the Attorney General concluded that it would be 

likely constitutional and there are three prongs to 

that test -- and the punishment test is the one that 

has been referred to.here --and the grounds for 

finding tha.t it. was punishment would be that the t:,ax 

is so arb-itra'ry as' to comp.el the conclusion. that it 

does not involve an exertion of the taxing power but 

constitutes ·tne d,irect exertion of a different and 

forbidden power .as, for example, the confiscation of 

propert¥. 

Whatever we think of whatJs before US 1 it does 

not rise to that level. I don't think there was any 

construction of this that would ~on~ider raising th~ 

tax to the same level, as New York's tax, beiow the 

New J~rsey tax, and, essenti.a~ly, a slightly higher 

income tax than we currently charge ·for two years 

would constitute the confiscation of property. So I 

think, Mr .. Speaker~ the Attorney General's opinion 
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is clear~ This is constitutional. The language 

inconsistency that Representative Cafero points Dut 

is not going to affect the constructi.on of the 

bonuses applied to-- bonuses·above $500,000. So I 

don't think there's any flaw in this legislation. 

And I would urge my colleagues to support it. 

Thank you, Mr. Speaker. 

SP.EAKER DONOVAN 

Thank you, Representative. 

Will staff and guests please come to the well 

o.f the. Hou~e? Members take tneir seats. The 

machine will be opened. ..I,.... • 

THE CLERK: 

The House of Representatives is voting for roll 

&all. Members to the chamber. Members to the 

chamber. The House is voting by roll ca.ll.. 

SPEAKER DONOVAN 

Have all the m,embers voted? Have· a.ll t.he 

members voted? Please· check the roll. call ,board to 

make sure your votes were properly cast. Have all 

the members voted? Have all the members voted? The 

machine will be locked. 

The Cle_rk w_ill please take a tally. The. Cler·k 

will please announce the tally. 
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Senate Bill Number 1, .as amended ,by Senate "A" 

in concurrence with the Senate. 

Total Number Voting 138 

Necessary fbr Passage 70 

Those voting.Yea 89 

Those voting Nay 49 

Those absent and not voting 13 

SPEAKER DONOVAN 

Bill, as amended, is passed. 

I.s there any business on the Clerk's desk? 

THE CLERK: 

Mr. Speaker,, we have a favorable report on 

Senate bills. 

SPEAKER DONOVAN 

Representative Merrill. 

REP. MERRILL (54th): 

Yes. Thank you, Mr. Speaker. 

I move we waive the reading of the Senate 

favorable reports and bills be tabled for the 

calendar. 

SPEAKER DONOVAN 

Without 6bjection, so ordered . 

Any announcements or introductions? 
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.CHAIRMEN: 

VICE CHAIRMAN·: 

MEMBERS PRESENT: 
SENATORS: 

REPRESENTATIVES: 

Senator Daily 
Representative Staples 

Representative Ayala 
Repr~sentative Perone 

Boucher, DeFronzo, 
Guglielmo, LeBeau, 
McDonald, McLachlan, 
·Meyer, Roraback, · 
Stillman 

Altobello, 
Aresimonowicz, Barry, 
Berger, Boukus., Carson, 
Coutu, Floren, Frey, 
Hennessey, Johnson, 
Kehoe, Klarides, Larson, 
LeGeyt , Leone , . 
McCluskey, Megna, Morin, 
O'Rourke, Piscopo, 

.Rigby, Scribner, 
Staples, Widlitz, 
C. Wright, E. Wright, 
Zalaski 

SENATOR DAILY: We'll bring this public meeting to 
order. We have a list of people who have 
signed up to·testify. First on.that list is 
Senator Williams. Sen~tor Williams. 

SENATOR WILLIAMS: Good morning Senator Daily, · 
Representa"t i ve Staples, Senator Roraback, 
Representative Candelora, members of the 
Committee. I want to thank you very much for 
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the opportunity to come and testify in strong 
favor of Senate Bill number 1, an act 
concerning the preservation and creation of 
jobs in the State of Connecticut. You have my 
written testimony so 'I won't take your time and 
go through that word for word. 

What I do want to stress is something that we 
all know, that Connecticut is suffering 
mightily from the economic downturn tha"t IS 

affecting the entire country and indeed the 
entire world. We've seen a steep decline in 
revenue in thi~ State as have almost every 
other states across the country. We can fret 
and point fingers about why this happened. 

You know, you have Warren. -Buffett talking about 
Wall Street and the credit default swaps and 
the derivatives and the mortgage backed 
securities and hi.s take is that -- and I'm 
quoting now ~- that those were financial 
weapons of mass destruction.. And they took a 
toll on our economy across the country. It's 
hurt us here in Connecticut. But what we have 
to do is pick up the pieces. We have to move 
forward and deal with this fiscal crisis. 

One of the ways we can do good in this time of 
crisis is to remember those entities that have 
traditionally created the. jobs in the Stat.e of 
·connecticut; small businesses. Ninety-seven 
percent of our jobs in Connecticut ·are with 
small businesses; firms of SO_or less 
employe~s. They are having tough-times ·as are 
the rest of us. Oftentimes the small 
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businesses do no_t wind up in the beadlines of 
news stories .• 

We ~ead about large corporations coming ~nQ 
going but when a small bu~:liness go:es out of 
business oftent'imes it's without fanfare, 
newspaper articles·, public attention. In this 
downturn we must reach out to small busines~es; 
tbe engin!=!s of job preservation and c~eation. 
In ordel;' t·o do that, Sena.te -Bill 1 pr.oposes at 
least two specific things·. 

F:frst off, we. want to eliminate the business 
entity fee, that $250 fee for the smal.I mom and 
pop businesses. What we're·talking about here 
are businesses .that have a net income of 
$50,000. Their gross income could be much 
larger but a net income of $50,000 and they 
employ at lea~t one person . 

If we receive revenue 'to fund these programs 
such that we can expand that threshold then we 
certainly want to look at ·that but p·r:irnarily we 
want to.aim ·this credit toward those entities 
that can .a·c-tually u·se. that $250. And we know 
for our small btis~rtesses that struggie every 
_penny, every dollar is essential. How many 
busines·ses· are we talking abo~t under that 
definition? Almost $50,000 in.the St-ate of 
Connecticut. S.o this is· not insubstantial. 

Secondly, we'd like to est~blish a revolving 
loan .fund with a minimum of $~0 mill·ion t:·o help 
those busine·sses who are· not being helped by 
the commercial 'banks . You know, I '·m sure when 
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you go to your local Chamber of Comme::r:ce 
meetings and you talk with business men and 
women in your districts that it's the small 
businesses, ag~in th~ engine of our jobs and 
job creation in ·this State -- the small 
business.es :that have th;e toughest ti,me get"ting 
.the loans· and ·credit tbey need. 

And in th:is. economic downturn what has happened 
to many smal1 businesses.and their open lines 
of credit.? You know what' s .h~ppened. Those 
1·i.nes of credit have been pulled ba.ck or 
withdrawn altogether~ And when you talk to 
those business men and women they will tell you 
they can't run a business under those 
circumstances. So, we need to help. 

We need to be able to tell small business that 
_there is a place to go when they do not get the 
help from the commercial ·banks. This would 
e·stablish that revolving loan fund for that 
purpose. Now, we I>ropose to pay for a 
substantial part of what I'm talkihg about, if 
not 100 percent of it. I know· there are other 
propos:als. that are c;mt there. 

The Governor's talked about borrowing $100 
million and we want t'o look at all of the 
proposals regarding jobs. I think there's a 
lot of good ones:that are out there. And this 
-- this is one piece of many pieces·that we 
ought to join togetber in a bipartisan way and 
move forward. ·But we are proposing for these 
proposals to actually pay· for them through a 
surcharge on the so-called TARP bonuses. Thes·e 



• 

• 

• 

5 
law/gbr FINANCE, REVENUE AND BONDING 

COMMITTEE 

March 1, 2 010 OOOOOS 
11·: 00 A.M. 

are the bonuses paid to the ·wall Street f·i~ 
employees, the folks that work for the firms · 
that were bailed out by the taxpayers. 

It's estimated that· about $20 billion in 
bonuses were paid out last year that the 
financiai firms on Wall Street earn.ed .about $55 
billion profits. And my understanding is 
that's ~bout triple the previous record. If we 
were to· obtain not one third -- because there 

0 • 

are three ·main states in terms of .the New York 
'financial market generally -- :New York -- New 
York obviously,· ~ew Jers.ey, C.onnecti~ut. But 
if' we were to obtain not one third but ·one 
tw~nt·ieth. of it, then under our calculations we 
wo.uld have about a $30 million f~nd to 
accomplish what I.' m talking about in my 
proposal here today . 

So we believe this is fair. We're not out to 
punish anyone. But we do believe that there'·s 
a rational relationship .between asking those 
w:ho are benefiting from the financial firms 
that are doing extremely well; the commercial 
financial institutions·that for the most part 
are not reaching out to the small b~sinesses -to 
have -- to impose a surcharge on those large 
.bonuses and then· use. that money to help the 
engines of job .creation in the State.of 
Connecticut; the small businesses. So I thank 
you for your time. 

And again I want to stress that I understand 
that there ar·e many good ideas out there to 
deal with this downturn in the economy and t·o 
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reach out and help business in the State of 
Connecticut. I look forward·to working with my 
fr:l.en~s on both sides. o.f 'the ais,le· and getting 
something done to help those businesses in 
Connect:icut. Thank you. 

SENATOR DAILY: Thank you, Senator .. I think yoU're 
ri_ght. 'rhe legi.slature as .a whole is very 
concerned with providing jobs and stimulating 
jobs-. I think the number of the jobs bills 
that are out there indicates that. And the 
Governor has also suggested a revel ving .. loan 
fund. How do you see this proposal 'fi.tting in 
with. those or with the Governor's? 

SENATOR WILLIAMS: Thank you, Senator D~ily. The 
Governor has propo~ed ·some similar i·qeas. 
She's .loo~ing.at a revolving loan fund of a 
si_milar amount.. So I think thatJ s. a very good 
sign. We ~now that the majority leaders have 
proposed a number of good ideas for job 
creation to Qelp our economy. 

You know, it was a few we~ks ago; Senator . . 

DeFronzo and some others talked about a 
Connecticut Jobs First program to fast track 
certain infrastructu~e proj_ect·s th,at we know 
will. have to :be donef that need to go forward, 
·bu.t to f-ast 'track them so that we can get. more 
people· to work now. I know that Republi-cans 
and Democrats have put ideas on t:Q.e table. I 
think· this blends well with the ideas ·that are 
out there . 
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SENATOR DAI-LY·: -- On TARP funds is a good way to 
approach this. I have another qUestion too. A 
lot of people have asked me about :the 
constitutionality of thi·s. Have yo~ had 
occasion to 1ook at that or investigate that? 

SENATOR WILLIAMS: Yes. Thank you and t think it's 
a good idea because as I mentioned I believe 
that there's a rationale relationship here with 
financial institutions and their ability or 
inability to help small business. And our need 
to help those small busin~sses and get our 
economy moving agai,n. So I think it makes a 
lot sense in: terms. of the use of the small 
f?JUrcharge. 

And I·say smal:l surcharge because what :We're 
really talking about is tp~ dif-fer.ence between 
what an individual who lives in Connecticut 
would pay on taxes on tha·t bonus. in New York 
State and Connecticut. And the diff-erence i·s 
about three percent. So we're n~t talking 
about w~at they'· re talking -- what they're 
discussing at the federal level ·which is a 50 
percent- tax on the bonuses. Now, I've read a 
fair amoun"t of information about this 
constitutional d,iscussion as to the federal 
proposals -of a SO percent tax. And what I've 
b_e_en able to get from that is that most folks 
come down on the side of saying that is 
constitutional. 

And one of the -- there's. something called a 
bill of attainder and ·when this constitutional 
argument gets -- gets raiE!ed -- and there are a 
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couple of different factors·that folks look·at 
to say, you know, is. this really a· confiscation 
of a very specific individual, their s·alary, 
whatever it is ther':re drawing. That -- that 
- are we ta:x:ing somet~ing very specifi(:!ally 
here in a way "that is punitive, in a way that: 
has. no legitimate purpose, in a way that is 
·severe. 

Tbere ·are :other factors as well but· those are 
some of the key factors. And the experts that 
I have had a chance to -·- to take a look at 
their opinions have concluded-that the federal 1 

propo_sal would be constitutional. And I've 
seen that in a number of cases but in one case 
-- I'm looking for the opinion right now. 

A law profesf;:lor at. the University of Chicago 
who is also a senior fellow at the Hoover 
Institute who. does· not favor·the federal 
proposal. Nonetheless, when he evaluated this 
did come to the conclusion tbat it would be 
cons.titutional. And a recent New York Times 
article als.o quoted sources: at several of the 
large financial institutions saying that while 
·they-, re going to oppose the· tax publicly~ 
privately they believe the legal battle is 
doomed and they're going :to invest their 
efforts in trying ·to water down the Washington 
proposal . Now those are the opinions as t·o the 
proposal.in Washington's tax the bonuses at a 
rate of 50 percent~ 

What we're talking about here is a tax of 
approxima·tely three percent. And it's only the 

. I 
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difference between Connecticut and New York's 
tax r·ate and is st.ill .less than what they would 
pay in New Yor~ City or w~at they would ,pqy in: 
the State· of New Jersey. 

SENATOR DAILY·: I'd have to say that sounds pretty 
fal.r and if we are able to do this three 
percent then p~ople would have loads of money 
left to 'pay so perc~nt to the federal level. 
The $50,000 or less in net revenue for the 
business entity tax might seem pretty 
arbitrary. Is there a way·that that was 
determined?. 

SENATOR WILLIAMS: Yes. We -- we wanted to -- we 
wanted to help t;hos_e small businesses that 
could benefit the most from that $250. In 
laz:ge corpora·tions, other large companies, . the 
$250 is not a .big deal. For the small · 
companies -- and I've had. the -- the pleasure· 
of meeting with ·folks as I •·m .sure a11 y'ou have 
over ·the last couple of month in our dist~icts 
-- the small business·es can use $250 in any 
numbe·r of ways . 

When you're talking about a mom and pop, a 
company that employees one or two or three 
people. I had one individual tell me, you 
know, it may me~n that I can keep ·someone on 
for a couple of ex~ra hours on this day or that 
qay or on this weekend or I can buy, you know, 
help to b~y a new copy, ·a machine for the 
computer, et cetera. So .it ac.tually do:es make. 
a ·difference for the smaller; companies· . 

000012 



•• 

• 

•• 

10 
law/gbr FINANCE, REVENUE· AND BONDING 

COMMITTEE 

March 1; 2010 OOOOl3 
11:00 A.M. 

But as ·I mentioned before, we're certainly 
willing to look at this threshold ana depending 
on the revenue that we have to work with. to 
adjust that'threshqld to help even more than 
the 50,000 or so that we believe this would 
help. 

SENATOR DAILY: . Other.-- othe:r:: que~tions? 
Representati¥e Candelora. 

REP. CANDELORA: Thank you, Mada,m Chair. 

Thank you for comi.ng to testify on this 
:t;>roposa.l.. I think --'I'm happy to see that:- we 
.are taking a .look ·at the ·business entity t~x 
and· start'ing to try to be crea.tiye to phase it 
out because I think it is.a,n important first 
·step to .try to, you kP.OW, eliniina.te some 
nui.sCi,nce taxes for our businesses in 
Connecticut. 

I was looking at the section two d.ea1ing with 
tpe TARP propo·sal and. I just. had· a couple o£ 
quee?tions. Specificeilly in here we've tied in 
lo~n·s .as ·part of thi.s and I guess -- and there 
was also another provision I see here for 
payments to be awarded in. the .future. And I 
·guess, my .first question i·s, ·the overall intent 
of this, is it looking to.capture bonus or is 
it looking to capture, you know, all income? 
Because when I see that type of language I~m 
thinking of scenarios where you may be pulling 
in wages, you know, above. and beyond bonuses . 
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SENATO~ WILLIAMS: Thank you. This is looking 
specifically at the bonuses. 

REP. CANDELORA: Okay. So that if a bank for 
ins-tance maybe in Fairfieid County would find 
an-individual who'd·market for a particular· 
type of person that might have skill set that 
could help with their commercial. ·loan and 
buildi.ng their port-folio and actuaily in turn 
helping bus·inesses in· Connecticut rece.ive this, 
you know, cash flow to deve.lop· jobs. And this 

·person might be in Californi~. They're being 
·paid $2 million a ·year for their services. 
This company's loo.king to bring them over and 
the contract is to pay them $2 million. In 
that type of scenario we wouldn't _be subjecting 
that person to the tax because i·t would be 
their -- their wages as oppose~ to a bonus? 

S~NATOR WILLIAMS: Well this first of all this 
would need to be a TARP funded financial 
institut·ion. · Then it would need to be -a bonus 
p~id tO'them above and beyond their salary." 
And third, I would -- I would advise that 
company if at ali possi_ble to hire a person in 
Connecticut do that, not hire someone from 
California. I think we've got a lot of folks 

. -here in this .State who are looking for jobs and 
need j ob.s . But we' r.e -- we' re focusing on the 
TARP institutions and the bonus payments. So 
if you're saying that .this was sala,ry -- if 
this ~as a salary that they were going to pay 
to -bring s·omeo_ne from California to 
Connect.icut, then that would not be -a TARP 
bonus . 
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REP. CANDELdRA; Thank you. And then also, in. 
section one of the T.AR.i? bonus, ·the definitions 
-- we have lc:mguage ·he·re t~at says arrangements 
for p~yments to be awarded in the future. And 
as I rea.d this I know we· are excluding 
commiS·sions -- as I read this -- so that 'if an 

: individual may 1:>.~ hired and they have a 
contract over the course of t.en years where 
they're going to receive, you know, I don't 
know ·-- one percent of their portfo.lio. 

So each. year they're rece·i ving a $2.00; 00,0 bonus 
for_.:.._ for that part-icular year but it's a ten 
year contract .. Would be cumulatively adding. 
·that up and sUbjecting it to the tax? Or is 
this -- is this trying to go toward a different 
circumstance? 

.SENATOR WILLIAMS: This would ~e a different 
circumstance.. This is temporary. This. a two 
year surcharge so on bonuses for this tax year 
and for next tax, year. 

REP. CANDELORA: Okay·. So then that future payment . 
. is just· limited to the window where the tax is 
subject. It's not limited then -- it's not 
expanding into a ten year· contract. 

SENATOR WlLLIAJIIIS: Correct. 

REP. CANDELORA: Okay. Thank you. 

Thank you, Madam Speaker . 
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SENATOR RORABECK: After Representative Staples. 

SENATOR DAILY: Okay.. Thank you. 

REP·. STAPLES: Thank you, ~enator. 

Senator Willi~ms, I think this it's a great 
proposal to have before us as .our first matter 
of business in the F.inance Committee bec.ause 

. obviously we're going t.o have a lot of t:ough 
dec::isions· to be addressing this year and I 
think to put job creation out there as the 
first. priority of this Commit.tee as well as the 
other ~ommittees is a very fitting·start. One 
questio~·I had for .you about the-- about the 
approach., did you consider ·Or have you thought 
about the a,ppro:a,cb of applying tax credits .to 
s~all businesses, LLCs and -- and other forms 

.of small bUsinesses? 

Y~>U know, most of our business tax credits are 
available just to S .corps and we're -- we're · 
hearing from· peop1e. that· an effective way aside 
from the business·entity tax to helP. small. 
businesses is ·to make ·them aya;i.lable t.o 
indi vidual.s, you know, who .are me~ers of LLCS 
or other limited liability companies. Do you 
hav~ an opinion about that as· ·we look at this 
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and try to.evaluate what the best. way to help 
small busin.e·sses is? 

SENATOR WILLIAMS: .Than~ you,. Chairman Staples. I 
don't in the context of this bill. I think 
that's an int~~e·sting idea. It's not part of: 
this bi 11 but it,. s something that I and t' m 
sure many o·ther legislators would take a 'look 
at. · · 

REP. STAPLES : Thank you. 

SENATOR DAILY: Senator Roraback followed by 
Representative Floren. 

SENATOR RORAB.ECK: Thank you, Madam Chair. It's 
kind of hard to crane your neck.to thank yo:u 
appropria·tely but we can make eye contact 
across over the hurdles -- the bleachers 
here. 

Good morning, Senator Williams. Thank you for 
·· your testimony and thank you for your interest 

in working i~ a bipartisan f·ashion t·o bring 
jobs to· the- Stat.e of Connecticut: I have a 
couple _of qliick·qU.estioils. On the business 
entity tax relief proposal there's a 
requirement t_ha:t you have to employ some·one 
full time for at least ~ight mont~s in order to 
take advantage of that tax break everi if you're 
making $so·, 000 a year or less. 

So if I have a pol_)sicle stand. which I've 
incorporated a.s .a sub-chap.ter S corppration 
which sells popsicles from May unti·l September 
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and I only· make $10, 00·0 a summer. Am I still 
going· to be on the hook. to pay my $250 under 
your proposal? 

SENATOR WILLIAMS: . Thank you, Senator Ro~apack. 
Weire focusing a proposal on small businesses 
that emp;I.oy people full time. we feel that 
where the pai.ns being felt and where the relief 
needs to·be delivered are for those small 
businesses that are ~ee~ing our economy going 
and employing people and helping families· s.ta:y 
together quite· frankly. 
So, that's where -- when we all know that we 
have a limited .amount of· resources especially 
right _now. We need to direct·those ~esources 
to where they can do the good -- the ~est good 
and where I be.l~eve t~at is is for the small 
businesses that are employing folks full time. 

SENATOR RORABECK: And would you be open ·to 
considering broadening the proposal because in 
my view there are a number of-- our 
constitu~nt,s· that start with an idea. They 
create an LLC or a subchapter S corporation. 
They don't know whether it's going to ta~e off 
or not and they're doing it at nights, 
weekends, in the. garage. And 'those are the 
people that. I hear ·from most sa:ying I have to 
pay $250 a year· and my business i~n't making 
anything or it's making $100 a year and I pay 
$250 in taxes. So would you be open to 
extending relief to_ that community of people? 

SENATOR WILLIAMS: That's a great point, Senator 
Rorab.ack. We want to encourage innovation . 
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The folks that Start with the idea in the 
garage and -- and grow it into something 
significant. And as r·mentioned before we're. 
anticipating a fund ~f -- .of approximately $30 
million if Connecticut gets one twentieth of 
the· "bonus money. And again in a three state 
area w~ere the bonuses. are focused, I think 
there's a gqoq chance we could get more than 
one twentieth and if that's the case and we 
have additional revenue then certainly I'd be 
willing to look at changing.that threshold. 

SENATOR RORABECK: Than:k you. And that --the other 
guestion .I have is am I reading the bill -- the 
proposed bill correctly in that it would only 
tax TARP bonuses r~ceived for tax years. 2010 
and ,2011? 

SENATOR W.ILLIAMS.: That's correct. Yes. 

SENATOR RORABECK:· Arid is there a reason that y.ou 
didn't. look at bonuses received. for tax year 
2009? 

SENATOR WILLtAMS: We wanted just to have. those· set 
parameters, you know, I guess we'd be open to 
conversation part·icularly bipartisan 
conversation in._terms of looking back. But 
right now the proposal·· is focused on those two 
years. 

SENATOR RORABECK: So here we are. It's Ma:tch 1. 
By my reckoning we've had 59 years in calendar 
year -- or tax year· 2010. Do we know how many 
bonuses have pa-id in the past 59 days to 

000019 
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residents of the State of Connect-icut which 
wo.uld be subject to this tax? 

SENATOR WILL;I:AMS: We've asked .our Office of Fiscal 
Analysis to get tha.t information and. work with 
our Department of Revenue Services .. I can't 
tell you -- I don't have a: number to tell you 
this morning. 

SENATOR RORABECK:. But you're e~timating $·30 
million. Where's that number -- where did you 
get th~t inform~tion that --

SENATOR WILLIAMS: .That information is our best 
estimate Qased on ·the -- the public i,nforma:tic:m 
obtained by the comptroller in the .Stat·e of New 
Y:o;rk t:ttat the Wall street firms are paying out 
over $20 million -- $20 billion in bonuses this 
year. 

SENATOR RORABECK: And that's wpat's been ~aid in 
. the past .59 days or --

SENATOR WILLIAMS: That's what that's what is to 
be paid in this calendar year. 

SENATOR-RQRABECK: Oka:y. And I guess the concern 
tha:t I have is that. why wouldn't someone·recast 
if there was a -- if there was a desire to. pay 
out additional compensation and to the ext.ent 
that w~ ~re telling the world now what our 
~ntentions are, why wouldn't the compensations 
be recast in such a fashion· as not t·o be 
bonuses to escape our reach? 

000020 
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SENATOR WILLIAMS: Well we can't1control, obviously, 
what the Wall Street firms do. But we can 
crcaft policy that takes into account what has 
happened in the past and the·payment schemes . 
and bonus. schemes th~t · have pu·t -- been ·put out 
there in the past~ Senator Roraback, ± don't 
know -what else we cah do. And I'·m certainly 
open to any ideas~ If you thin~. t~at there 
would be.some chicanery on the par-t of 
f::lnancial firms to avoid this and if you or 
others have ideas on what we might do to 
prevent ·that, I'm certainly open to hear~ng 
those ideas. 

SENATOR RORABECK: Thank you. 

Thank ·you, .Madam Chair. 

Thank .y~u, Sena·tpr Will~ams . 

SENATOR WILLIAM$: ' ·Thanks. 

SENATOR DAILY:: R~presentati.ve Floren fo~lowed by 
Representative McDonald -- Senator McDonald. 

REP. FLOREN: Thank you. 

And thank you so much, Senator Williams. i a:m 
so heartened by the bipartisanship of the jobs 
creation in Connecticut. In fact, I'm so 
bipartisan I have morphed into Senator Daily .. 
She asked all my quest~ons except for one, ~he 

constitutiona.lity was really bothering me. And 
·the oth.er thing . .that .t wondered, what about 
companies who've al;r:eady paid back their TARP 

~---, 
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money? Are bonuses paid to pe·ople in those 
firms-- are they still going to be under.the 
siricture [inaudible]? 

SENATOR WILLIAMS: Yes. 

REP. FLOR,EN: They are? 

SENATOR WILLIAMS: The short answer to that is yes. 
Those fi~s ~re raki~g in ab~ut $55 billion in 
profits.· .so, t.be help from the taxpayers has 
put those financial firms on a 'solid_ financial 
footing. That's not the case for the smal.l 
businesses on Main Street that we're tryi!lg to. 
help. 

SENATOR DAirLY: Thank you,· Representatiye Floren. 

Senator McDopald . 

SENATOR McDONALD: -Thank yo~. 

And thank you, Senator Williams .. And ~ctually 
Rep~esentative Floren is channeling me too. 
That was on·e of my questions abou:t the - about 
·the TARP rep·ayment issues. On section one of 
the bill -- and I just - I'm trying to just 
think that through this -- it talks about 
.naving at least one full-time employee "irt a 
limited liability corporation and I could be 
wrong -~ but I don't think I ·am --·limited 
liability· corporations are managed -by members. 
And members aren' t considered empl.oyees .· 
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·That -- fo.r tax purposes it rolls right through 
to. all of the members· receive all .of the income 
of the LLC. S.o I'm just trying to fig:ure out -
- is it contemplated under this proposal that 
full.:..time employees would mean a. ·member or · 
somebody who is truly an employee of the LLC? 

SENATOR WILLIAMS:- The latter, somebody who's 
drawing a paycheck and working. 

SENATOR McDONALD: Okay~ Well, members cail draw 
paychecks and work too. I happen to be a 
member at my law firm and I work and I get paid 
for it but I'm not an employee of the LLC. So, 
I gue·ss is. it c.ontemplated that it would be a 
nonmember employee of the LLC? 

SENATOR WILLIAMS:. Senator McDonald, yo~'re question 
is·a good one and we know that there are folks 
who avail themselves of o.ur limited liability 
corporations status in the 'State· of Connecticut 
to create entities that are not necessarily on
going businesses with payrolls and full--time 
employees. ~d it's all very well and good 
that .they ·do that and it's all very well and 
good that the State of Connecticut has affprded 
them that limited liability protection which 

. they pay a small £ee for of $250. 

But -- but as I mentioned to Senator Roraback 
but this is geared toward those limited 
liability corporat·ions, those small business 
entities that are paying folks, that are on
going businesses,· that do employe~ people full
time. And if the dollars that·are raised under 
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the financing mechanism of this bill are 
substantial enough, .you know, I am willing. ·to 
work with_ colleagues c:m both sides of the aisle 
to look at the threshold and see if we should 
expand that.threshold and exempt even more 
small businesses. 

SENATOR McDONALD: Okay. Thank ·you. And my only 
o~her- ques~ion is on the.TARP·issue. Would it 
-- I frankly couldn't work through the 
definitions quickly enougll so I -- this may be 
a stupi4 question but would it apply ·to 
ind~viduals ·who worked in Connecticut for banks 
that received TARP.funding .or would it also 
apply to individuals who worked in New York for 
an entity -- or Boston -- or Massachusetts I 
guess could also happen -·- worked for an entity 
in another state or both? . 

SENATOR -WILLI}\MS: Another _good question. My 
understanding is that this would apply to folks 
who work in Connecticut. 

SENATOR McDONALD: Work -- okay -- so n_ot . as. opposed 
to working in New York. Okay. Because that 
was -- that was -- ·thank you. Thank you that' s 
helpful because if you -- my understanding on 
New York tax law is that it -- you l~ved in 
Connecticut hut worked in New York. You 
received, that money. You had be·en taxed at the 
.New York rat~ for -- as personal income and 
then -- I didn't understand how this would 
inte:.;:-play. So this would only apply to 
individuals who work .for S\lCh an enti,ty in 
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Connecticut and received all of the income in 
Corine.cticut. 

SE.NATOR WILIAMS: ·correct. 

I 

SENATOR McDONALD:· Thank you very m:uch. 

Thank you, Madam Chair .. 

SENATOR" DAILY: Representative· Perone followed by 
Senator Boucher .. 

REP . P-ERONE : Thank you, Sena to·r . 

And thank ·you, Senato~ Williams fo:r bringing 
this f·orwa-rd. This: is .obviously a direction 
that we need to be going in and coming forward 
this is -- it~s a great ~tep. I just -- I had 
a que~tion regarding the. loan program -- how· 
it.' s currently drafted. In the -- what we'.ve 

. . 
been doing on this. 

I meari t~me and time·again l.n terms of, you 
'know, recasting Connecticut in a sense. You. 
know, looking -- looking at -- at an 
en.trep::t~neurial ·sort of c:::ommuni.ty and a -- as 
·well· as innovation. I'm just wondering if -
as the -- the law is drafted I didn't get a. 
sen~e of where if any -- and this -- this might 
not even apply here -- if we're looking to 
encourage growth in any particular sector or if 
this is rea~ly jll_st overall, you· know, sort of 
a rising tide that lifts all boats where ·we 
want as many small busin~~ses to take advantage 
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of this as possibie.. I was just wondering wha·t 
your thoughts were on that. 

SENATOR WILLIAMS: As to the revolving loan.fund? 
Is that what you're talking about? 

REl?. PERONE: Yes. 

SENATOR WILLIAMS: Yes. . This is not target-ed to one 
sector or another. We're -- we're not trying 
to pick favorites here. 

SENATOR DAILY: Boucher followed by Representative 
Pisc·opo and Representative Leone. 

SENATOR BOUCHER: Thank you, Madam Chai-r. 

And thank you, Senator Williams:for your 
·testimony. It's very important testimpny anQ. I 
am glad that we're just :starting on a m_ore 
positive path but it is a recogni·tion also that 
many of. us predic.ted this outcome years ago 
when thiS was f-irst enacted: Did not support 
it. Knew. that we. would be 'headed in this 
negat·ive anti-:Pusy climate with something li-ke 
this although. it. appeared to be a small amount; 
that 250. 

In fact, it. has become one· of: those nuisance 
and negative-climate producing types of taxes 
that Connecticut has put in place. My concern 
-- and there's a couple of concerns I have with 
this. First, that it is only'for a two-y~ar. 
period. Why is that? Why don't we recogniz.e 
that this is a fairly anti-business creating 
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t·ax - -. ·nuisance tax? Why should we not 
eliminate it altogether rather than j-ust having 
it be ?l two-year sunset? 

SENATOR WILLIAMS: ·Senator Boucher, the reasoz:1 is. 
because it's tied to a. revenue stream that is a 
two year revenue stream. If we have a·revenue 
stream afterwards where we could make this 
permanez:1t, ·I think folks on both sides of the 
aisle would bt;:! interested in looking at that. 

SENATOR BOUCHER;. Great. Well, for me it's a tax 
.policy iten:t ·rather than necessarily a budgetary 
item but I 1 understand your point with.regards 
to.· being direc.tec:J at our current budget crisis. 
The other question I have in concern. is on the 
idea of· ·a surcharge on TARP. It seems like we 
have a propensity ·to look at surcharges lately 
just like we have for ··profitable businesses and 
those that .are ·earning a ce'rtain leve·l .of 
income. But -- ·there are .. - there are two 
concern~ I .might· have. 
One of them is -- is Connecticut the only state· 
individually outside of the federal g_overnment 
tha,t'·s looking at an additional TARP surcharge 
and number two, have you thought of the 
unintended consequences about going in this 
direction because if in fact this ~s perceived 
as being pun.itive in some way that's diffe-rent 
tha,n another state might they no·t decide no 
longer to provide bonuses and instead try to 
incentivize through wages and salaries otper 
than in tht;:! bonus direction? 
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SENATOR WILLIAMS: To_your first question, I'm not 
aware of other s~ates that are working on this. 
They may be working on this. I just don't have 
that informat'ion for you. And to the extent 
that this encourages firms to pay more in 
salary as opposed to bonuses, I don't have any 
problem with·· that. I just think that it makes 
sense to: iook a:t those bonuses which are -- I 
think most folks would agree are very large and 
say that for those firms that have profited 
signifiqan:tly because of the taxpayer help, it 
i·s -- it ina:kes··sense to ha:ve a sma'll, modest 
surcharge .on those very ·large bonuses that will 
then h~lp the. smail businesses that did not 
receive a bailout and that do need help. 

SENATOR BOUCHER: I·f, in fact we would see a shift 
to wages and not to bonuses by enacting this 
would you then be proposing that those wages 
then :Pe ass~ssed a s:urcharge to make up for :the 
revenue shortfall that might occur as an 
unintended consequence? 

SENATOR WILLIAMS: No·. No, I would not . 

SENATOR BOUCHER: Okay. ·Thank you so much for your 
t~stimony. Much appreciated. 

Thank yo~, Madam Chair. 

SENATOR DAILY: Representative Piscopo followed by 
Representative Leone and Senator DeFronzo. 

REP. PISCOPO: Thank you, Madam Chair. 

• 
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REP. PISCOPO: I just want ·.to get a handle on what 
we're doing, you know, in total, you know, to 
tho·se that _have received a bom.~~=~·· Last year we 
increased the -income tax for higher wage_ 
earners. I think we ·went up to six pe·rcent for 
·thoSe earning 2·5-0 or ·more . And "'" - and then 
those that receive a bonus will still be -
will be paying that income tax, right? Th~y'll 

be .paying tha·t six percent on that bonus., of 
course -,.. 

SENATOR WILLIAMS:. That's correct. 

REi?. PISCOPO: 
income • 

because they registered it as 

SENATOR WILLIAMS: Correct. 

REP. PISCOPO: Md I want to ge_t a handle of what 
the ·Surcharge is. and I got - - I ' m reading the 
language. It says a taxpayer who rece·ives TARP 
bonus ~hall pay a tax on such -bonus to t_he rate 
of ·eight and nine seven hundredths percent. IS! 
that on top of the six percent that they will 
be paying -- a surcharge? 

SENATOR WI;LLIAMS: I'll boil it down .for you. It's 
-- it's -- you would pay at the top end six and 
a half ·percent· in the State of Connecticut on 
in~ome ov:er $1 million. Now in New York State, 
you'd pay '8.97 percent or whatever it says 
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there in the bill. I believe it's about 8.9 
percent or thereabouts. 

What we're talking about f.or the·bonuses -
bonuses o·:f $1 million or more -- so. we're not 
talkihg about small potatoes here ·:-- for $1 
million or more. they would pay t.he difference 
between the Connecticut rate and the New York 
rate or about three perce:n;t in addition. We 
believe that is fair. That it's very mode~t. 
It's certainly not punitive. -It can't be 
characterized q.s confiscating the entire bonus. 
And it .is for a legitimate and rational purpose 
to help small businesses. 

REP. PISCOPO: Thank you, Senator. 

Thank you, Madam Chair. 

SENATR DAILY: Representative Leone followed by 
Senator DeFrqnzo and. Rep:t:esenta.tive Altobello. 

REP. LEONE: Thank you, Madam Chairwoman. 

And good morning, Senator. 

SENATOR WILLIAMS: Good morning. 

REP. LEONE: Thank you for being here. Great 
proposal. A cou,ple ot questions. You've 
answered -- I think we're touching on a lot of 
similar questiohs here. And you mentioned how 
we're going after the· members that are strictly 
in Connecticut in terms of if they.were to 
re·cei ve this $1 million bonus or more. And we 

0000.30 



• 

•• 

•• 

28 
law/g'Qr FINANCE, REVENUE AND BONDING 

COMMITTEE 

March -1, 2010 Q0003l 
1:1 : ·o 0 A . M .. 

weren't sure how many members were in 
Connecticut. 

Do we know how·many TARP companies are in 
Connecticut that would fail under this 
legislation and where they're concentrated. so 
we sort of have ~- ·s·ense of what we' re facing? 

SENATOR WILLIAMS: We're trying to get that 
information as well .. Our understanding is that 
there. are at iea~t eight TAR.P taxpayer funded 
entities with offices in Connecticut. 

REP.· LEONE.: thank you. And do we have a definition 
of what bonus is. And the reason why I ask 
that iS! I'm assu"q~.ing -it wo~ld be a one-time 
lump payment, say at the. end of. the year -·
actual .cash value. But obviously with. anything 
that we' re looking to make f"air across the 
board there will always· be'those that try to 
subvert it. 

SENATOR WILLIAMS: Sure. 

REP. LEONE: And. folks may want to choose, say stock 
options or s.ome ·other kind of financial vehicle 
tpat would be similar to the bonus but is not a 
bonus but yet. it's .a way to not fall into this 
category. So does -- is .the bonus strictly ~or 
a cash value or would it cover other financial 
vehicles that could be. manipulated a hundred 
different ways . 

.SENATOR WILLIAMS: That's a. _gre~t question and the 
l.ntent is to capture other ;financia.l be.nefit·s . 

·. 
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So it's not. necessarily just cash but it is·a 
bonus, if you will., .over and above salary not 
tied to performance or any acts that the 
empioyee took ~s p_art of a. contract but simply 
a bonus payment.. The bonus col,ild be cash. It 
could be cash plus stock. It could be jus·t 
stock, et cetera. 

REP. LEONE: Okay. Thank you. 

Thank you; Madam Chairwoman. 

SENATOR DAILY: ~ou're welcome. 

Senator DeFronzo followed by Representat~ ve· 
Altobello and Senator LeBeau. 

SENATOR DeFR,ONZO: Thank. you, Madam Chairlady . 

~orning Senator. 

SENATOR WILLIAMS: Morning. 

SENATO~ DeFRO~ZO: I want to join in the bipartisan 
acknowledging the bipa·rtisan spl.rit of your· 
your testimony and the propo~al today. And 

I want to say I think this -- the crisis we 
have -in unempl·oyment -- the high rate of 

-unemployment. -in the State does afford us the 
opportuni·ty for ea_rly biJ,?artisan action on the 
jobs bill. ·And I wanted to ask you -- the 
Governor has a proposal in -- actually in the 
bond package similar in nature -- I believe -
in terms of creating a loan program. And maybe 
you have more knowledge than we do at this 
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·point but I just wa~ted to ask you to the 
extent you can, can you comment on the 
·simila,rities between the Governor's proposal 
and your proposal? 

SENATOR WILLIAMS: Thank you, Senator DeFronzo. 
-Yes~ She has proposed a revolving loan fund of 
about $25 mi·Iliori -:-,.. I believe -- for small 
business. S.o it looks very -similar in many 
respects to w~at we're proposing. I guess one 
of the key differences is that we;re seekirig a 
way to actually pay ·for ours instead of doing 

·100 percent of ~t with bonding. But we're 
certainly op~n to bonding which has been 
sugge.st·ed by a number of folks in t·erms of 
funO:;i.~g. th.ese type.s of programs. -- ·revel ving 
loan programs. 

But I also wpnted to point out and I 
mentioned eaJ:"lier that I loo.k -- I want 'to work 
with. the Governor on her other plans· for 
ju~pstarting our economy.. I've looked to the 
Majori.ty Leaders' job gr~wth report that 
they've put out with a number of good 

. sl.,lggestions. The Commerce Committ.ee. has a 
number of good ideas to grow· jobs. 

It wasn't that long ago --.I believe in 
December·, you anq a number of others were. 
tall,ting·about the Conne~ticut Jobs ·Now 
proposal, fast tra:ckirig infrastr~cture projects 
that we know we have to do. But let's fast 
track them and put people to work now and get 
those _projects done. I think all of these are 
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go.od idea:s and we should all work together to 
push them forward. 

:SENA'l'OR DeFRONZO: Well that's. -- that's exactly 
where I wa·s going· so you've anticipated t:P,at 
that question. But neither· the Governor's 
proposal nor "Senate· Bill 1 at this point 
envision~ ·any_additional bonding for 
infrastr~c.ture projec·ts. And I take it from 
your response that you are open to an inclusion 
of on infrastructure spend~ng of the type we 

we· discussed las.t. December. 

SENATOR WILLIAMS: Well yes and bonding is one of 
the last tools in the toolbox for us, quite · 
frankly in an economic crisis l-ike this.. And . . 
we pave to be_careful as everyone knows given 
the bonded indebtedness that we have in th~s 
St·ate. But for infrastructure which is 
tra~H.t_ional1y the function of bonding and for 
thos·e. projects th,at we know we have to do, we 
qo~'t want another Mianus River Bridge 
collapse. 

We want our citizens when·they drive on the 
roads and br.idges, when they access S"tate 
infrastructure that goes directly to their own 
safety and the safety of their families and 
their communities~ We know we have to· live up 
to our obligation a;nd ·take care of those 
project~. 

So_, you' r.e suggestion, the suggestion of others 
of fast.tracking those projects, especially in 
an atmosphere when -- when you go out t.o bid 
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the bids are coming back in lower now in the 
current climate than they have been in years 
p;r:-evious. We can actually save money~ get the 
projects done t~at we know we have to do, put 
people to work. That is another -- sh9uld be 
another pillar of. what we're talking about in 
~~ving the jobs agenda forward. 

SENATOR DeFRONZO: And finally, of course to achieve 
the Governor's plan and I believe the 
infrastructure component would require us to 
engage in a -- a significant review of existing 
authoriz:a·tions and ·probably identify and 
execute· a number ·of cancellations. 

The Governor has given us .a list of about 380 

- about $·380 million wo·rth of cancellations and 
we.' ve engaged in her -- the beginning of a 
process to review on our·own potential 
cancellations. And I know yo~'re aware of 
th~t .. That's a·difficult task. It's 
unprecedented as long· as I've been here. It 
·will be challenging. 

·But I do think th~t -- that the goal of 
creating an effective jobs program does give us 
the opportun~ty to look at many of the 
authorizations w¢'ve created over time and 
which really either for a variety of reasons 
haven't moved in probably -- you can make a 
good argument that they ought to be 
deauthorizE;!d or at least -- or at least reduced 
in authorizations for a period of time. And -
that's a challenging aspect of this -- of this 
program .. I know we've discussed it a.nd I know 
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·you're up for that challenge. -aut it is a 
difficult one. And do you want to comment on 
th~t at all? 

SENATOR WILLIAMS: Senator DeFronzo, there -are 
number of painful. things we're all going t.o 
have to do this session. That'S one of them. 

SENATOR DAILY: Tha~k you very much, Senator 
Wiiliams. I'm sure that there'll be. members 
contacting yoQ with further qu·estions_. And we 
--.hopefully the whole Committee can work 
·together to produce a -- a really good 
really effective bill. Thank you-very much. 

SENATO:R. WILLIAM.$.: Thank you. And I want to thank 
the Committee members. ;for their great questions 
today. Thanks very much . 

. 
SENATOR DAILY; Senator Looney is actually next on 

the .list but no"t present so we'll move right 
down to Senator Fasano. · 

·SENATOR FASANO: Thank you, Chairman Daily, Chairman . . 
Staples, Ranking Member Roraback, and Ranking 
Member ·Repres.entative Candelora. Thank you for 
allowing· me to test_ify on Senate Bill number 1, 
a11- act c.once-rning the prese;rvation and creation 
of jobs in the Stat~ of·Connectj,cut, I will be 
handing in ·writ.ten testimony._ I'm not going to 
read my testimony. I'm going to summarize it 
.to move your proceedings along. 

But let me say, I think this is a great step 
forward .in br.inging jobs and helping the State 
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of Conn~cticut in this area. I know that the 
House Republica~s and Senate Republicans have 
pushed various aspects of this proposal over a 
number of years. And I'm very -- we're very 

I 

c.onfident to see that. this is now receiving 
great attention from this Committee. There's 
some concerns I'd like t.o raise with respect to 
the bill. 

There are three parts. There's the $250 entity 
tax,_ the: TARP money, and the small loans. ·On 
the -- on the 250 entity tax I think that.' s a 
great idea. We're loo~ing at reducing that tax 
and the impairment it has on rna and pa 
businesses. 

Obviously our proposal is to get r:i:d of the tax 
in its entirety. The $50,000 dollar limit ·that 
is in Senate Bill number 1 is tied s_pecifically 
to a tax section -- as the bill ~elates to a 
tax sec·tion. That does. talk about gross 
income. Basica1ly that .section talks ?lbout any 
income derived in or out of the State of 
Connecticut with respect to partnerships, LLCs 
and corporations and so forth. That's the -
that'-S the number it's talking about. I heard 
Senator Williams talk about a net figure. And 
~ think that's moving the right direction 
except I don' t think that' s de.f,ined in our law 
what. a net figure is. 

So i.t' s just for the Committee that when you 
look at this bill, look at it as a taxable 
figure, one that's d,efined either by a federal 
code or the state code. 'And number two you 
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could use the adjusted gross figure if you;d 
like. Once again, another definable term. I 
would suggest that' perhaps you.want to ral.se 
that· from so, 000 to 75,000 and lower the 
employee issue from that .100 number down to SO. 
I think that will come from both ends and 
capture t~e small.business people that we're 
talking about and achieve the goal of this 
bil:l, which, once again is ·a laudable goal. 

With respect to the TARP money i·ssue and the 
cash.in that bonus; I do disagree with Senator 
Williams with respect to that approach .. Number 
one, I don't know that the code -- the IRS or 
even the St-ate code has eve·r been ~seQ. in a 
penalty or punitive f~shion. · And they use that 
on two different levels. One, as a penalty or 
punitive fashion by saying you're rece1v1ng a 
bonus that we don't think is ~ppropriate given 
our economic state. I mean, ·I'm as outragec;i as 
anybody ~lse over.the numbers that are given 
out with bonuses. I ca:n't even get my hands 
around $5 million bc;mus or $2 Tl)illion bonus. 
Those are just ·really huge numbers. 

But on the other hand you have to look at what 
we're doing to the code. I had some background 
in tax school going and understanding the. code. 
And the code ha·s never been used as a punitive
.measure in our -- in our history of our tax 

-code. We'v.e looked at it as taxing for various 
reasons and revenue is one of them. And 
inspiring some goals and not inspiring other 
goals. But as a punitive fa.shion I don't 
believe that :i,s the import of our ·tax code .. 
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~econdly, the_ is.sue of taxing this TARP bonus 
was raisE;!d. at the federC~-1 leveL I think even 
our own Chris Dodd raised this at the federal 

' 
level and- it was the current administration in 
-washington that asked to have that removed. I 
don't thirik we'-re here to fix the ills of 
Washington, therefore I don't know exactly why 
we're -- we're meddl-ing in that. And I guess 
anot:Qer ;issue is certainty._ 

You know, w_eive listened -- those of us who've 
been at· the· bu-siness forums with a lot of 
businesses is they-say the reason why they 
don't like the State o:e Connecticut, it's 
uncertain. Today you're going to tax_this. 
Tomorrow youire not going to tax ·that. Next 
we~k you;re going ·make this deduction go. And 
that one -- next in the following yeqr you're 
going to add_ another penalty of imposit-ion of a 
fee. 

And it's that uncertainty that stopped 
businesses from flourishin~ and.coming to the 
StC~.te of Connecticut or expanding; not_ knowing 
~hat we're going to do to them every :two years. 
This is: a purE;! example of a roadblock that 
stops businesses from comin~ into the State of · 
Connecticut. 

On the constitutional issue of this right ·there 
-is that rationa-lity test that Senator Williams 
discussed. But as I understand the· rationality 
test, it is a rationality of the tax, the 
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income, and then who's paying that tax and what 
are you doing with that income. 

'For example, if you were to tax the·TARP 
bon~ses to those banks that received that 
that used that money to fund something related 
to banks, perhaps the constitut_ionality.test 
would be. met. But when you're doing it for a 
general fund, global purpose like getting rid 
of the 2SO ·in all corporations,. I think that's 
where the ratio~ality test does ~ot meet 
mu$ter. And that's an important issue when 
you're. talking about the c.onstitutionality of 
the TARP fund. 

So, I think that's the ·rationality we have to 
look. at. Sd for those .reasons and a few others 
I would suggest that that is probably not the 
appropriate way and finally I would say we're 
at a point -- that I wrote down -- is the 
talent pool. We don't want to chase out people 
who are go:ing :to say, well if you're gc:>ing to 
tax me in the state of Connecticut., I'm not 
going ·to work ·for this financiai insti.tution in 
the State of Connecticut. I'll get employed by 
the financial institution in New York, because 
·I ddn' t know what Connecticut's going to do 
next to me ·with respect to my funds. 

So I think there's a.ll tho~e re(lsons -·
combination of those re.asons, the TARP fund 
bonus measure·, is something I think we should 
rethihk be~ore we go forward with this bill 
that has much merit.to it. With respect to the 
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loan program, once again, I think that's a 
great program. 

We can talk about the small differences between 
programs_ th~.t the House and Senate [inaudibl:-~-1 
have put out,· programs the Governor's put out, 
and the progr_ams that the majority party put 
out. But we're. all in the same ballpark that 
we need ·a business -- small business loan 
program that we can set in the State of 
Connecticut. 

So I think overall -- I think this.is a good 
bill. I think it -- it brings the parties 
together and I look forward to bringing it to 
the House and the Senate. One other thing is 
this I we should do this· immediately. I mean 
immediately-. · With respect· to funding it, we're 
going to figure it out -- the $250. We're going 
to figure that out, the entity tax. We're 
going to figure out how we're going to fund the 
sma-ll businesses. We're going to get through 
that. But let's do it. Let's do it next week. 
Let'S insert it. Let's go into session and do 
it. 

Why? If businesses -- trust me when I'm 
·telling you -- the businesses teetering out 
there deciding whether to close the doors or 
no·t. "The. economy is stifling. '!'here is no 
great promise that we're going to get better in 
the future. Let's .. at least send the message 
that we've talked about these proposals forever 
but now we're .going to-put them on the books . 
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We'll fund them. Well let's put them on the 
books. 

Let' s get going.. Let' s get our people start 
working on the details of the loan programs, 
how they're _going t.o work. It's going to t.ake 
time, once w~ pass it to get through the 
pipeline, get a.ll the measures- done, all :the 
administrative stuff, finish. But let's start 
now so people see there's a hope, stay in 
Connecticut. .~mall bus.inesses don't say forget 
it. They look at us .for a promise of the 
future·. Let's deliver t-hat promise.. But we 
could do this next week. We're that close. 

We're de~init~ly· on target with the concepts. 
The funding aspect we may need to tweak and we 
can do that: ·But:· let's. get those concepts 
·passed. So .I urge· this COmmittee to get it 
out. Let's get it inserted. We've done a lot 
bigger proj·ects than th;i.s and we've inserted. 
them and done it. But let's do it. It's not a 
question of how. It'' s a qUeStion of when now. 
So let's get it done. Thqnk you, Madam 
Cha.i rma:il. 

SENJ:\TOR DAI~Y: Thank you very much, Senator,. 

Representative Cafero. Oh, I'm sorry. 
Representative Candelora, you had a question? 

REP. CANDELORA: Thank you, Madam Chairwoman. 

An9. thank you for your testimony, Senator 
Fasano. I know the issue of the TARP funding 
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is a difficult one to talk about. I think that 
por~ion of the bill appropri·ately taps into the 
public's .outrage. But when you peel it apart 

. . 

"there ·may be some unintended consequences to it 
and I appreciate you speaking to .that because 
it wasn't that long ago -- .I think the 
insurance capital 
insurance capital of 
lost a great.part of 

that Connecticut was the 
the world and we've now 
that. 

We've had -- I think -- the succ.ess of having 
inyestments in 'Fairfie.ld County and we've 
gotten t·he ineome from that. And I-'m concerned 
as well of what the implications possibly would 
be ff we do have this type of proposal. Would 
it be easy· :for these businesses just· to move 
out, take :their j-obs with them to another 
state? Last week we heard from Starwood and 
their proposal of bringing 800 jobs. to 
Connecticut. 

And as part of their rationale they said to us, 
we're bringing them here because your inco~e 
tax is lower than ·New York's. And if we're 
taking this industry and putti~g it on par with 
New York, we've removed that incentive and 
potentially those bus·inesses· would move out and 
go to New York possibly for their standard of · 
living. 

You mentioned that the ·rationality p.iece of the 
constitutionali-~y· element, and I was wondering 
if you could just·talk about that a little bit 
more. Is that a sei>arat·e constituti.onal test 
above and beyond the bill of attainder where we 
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can'·t punish people or is that ration~lity 
rolled into that very test? Do y_ou know? 

SENATOR FASANO: Not being a constitutional scholar 
by any stret.ch of the imagination I would say 
that -- I.believe it is dif.ferent than the bill 
o:e attainde-r. It is under our ·constitution 
that -- to all taxpayers should be treated 
eq\lally and fairly. And that's 'the basic 
premise -as I understand it. 

-But when you change you·do have to have a 
rat-ionale for . that change. And as 'I understand 
the law -- and I didn't do great research on 
this -- but as I understand the law there has 
to be a connection between thos·e· paying the 
taxes, the tax that's pl.aced on that, and then 
what happened -- why that is being done. If 
you were to take that money from the bank_s and 
say you're going to do -- help peopl.e who lose 
their money to bank's failures or stuff like 
that, -t think there'd be ·a rational test that 
you'd get by. But ·to put it in our general 
fund in order to pay for the elimina.tion of the 
entity tax, I think the ne.xus 'is .lost. And, I 
think that's ·what. rises to the challenge. 

REP. CANDELORA: Okay. Thank you. I appreciate it. 

Thank you, Madam Chair. 

SENATOR DAILY:.' Thank you. 

Any othe·r questions? Representative Larson . 

000044 
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REl?. LARSON: Thank you very much, Senator. I 
appreciat·e your test·imony. I just need 
clarification on this and I've tried to ask 
Senator Williams. as well. Help me understand 
this. As.su:me that this individual has made $2 
million in :base,pay and he's made $1.5 million 

• I ' 
' I 1n TARP_fupd bonu~es. We would :then charge the 
6. 5 on the bas:e p:J,.us an additional 2. 97 just on 
the 1.5 or are we saying we're going to charge 
an 8 percent, 8.97 on those additional funds? 
Is that your_understanding? 

SENATOR FASANO: ~y understanding would be that on 
the -- it's a good question. It'·s my 
understanding that it ~ould be a 6. 5 on t.hat · 
base rate and then a 6.5 plus a 3. or 2.97 on 
that Cl,mount that is deemed a bonus. That's my 
underst.anding as how I read it . I may be wrong 
because I didn't draft it but that's my 
understanding. 

REP. LARSON: I'm just trying ·t.o get clarifi'cation. 
I wouldil.'t mean to try to put you on the spot 
at all. We had a Committee meeting last year 
and banks and I was having like an out of body 
experience listening to these guys. How, you 
know, compensate themselves after receiving 
federal money· .and then giving out bonus~s and. 
indicating· that the --- only the individuals 
who can figure out this·-- what J con~idered a 
Ponzi scheme, we needed to· :bonus them in order 
to keep them alive so that they could unbundle 
and get this. banks accordingly . 
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I can't begin tC? te-ll you how f'rustrated and 
up.set the people that I represent feel about 
these bonuses. And from my perspective this is 
a great ~cenario, I think .an important step in 
recovering some of that money that we can 
filter back into a jobs program here in the 
State of Connecticut. And I do like your 
rationale on the -- on the 25_0. I just need to 
get·my head around it a'little bit more. But I 
thank ·you f'or your testimony. 

SENATOR F~SANO: Thank you., Representative LarSOI:l. 
If I may, I agree with you. I mean, I think· 
it's ridiculous· these bonuses and they're out 
of control in my view. And I understand how 
that can pull th~ emot_ional s-tring. 

And I want to make_ sure this is ..:. - well I let me 
·say that· I understand that emotional string 
that's attached to -that. But in Washington, 
th~re was a proposal to tax these. That's 

' federa-l taxpayers' m~>ney. That's the ent-ire 
-united Stat.es· that paid to help fund TARP, no·t 
just Connectic.ut. 

Although now we're taking that national money 
paid by everybody and we're pooling·it into 
Connecticut; But they ~ertai~ly could have 
done it in Washington. They had the ability. 
They had the power. They had the votes to do 
it in W_ashington. And they decided not to do 
it in Washington, :where i_t really should be 
done. And t ·think perhaps, maybe we should 
write a letter to tell our congressional folks 
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to press .fo;rward on that mission because we 
feel that it's wa~ranted. 

REP. LARSON: .Sure . 

SENATOR FASANO: But I think Connecticut to stand 
alone and do-that as a small state that we are 
in the middle o'f Massachusetts and New York and 
say we're taking the stand could be a little 
bit, of an island to us and hurt us in the long 
run.-· That's my concern. 'I'-hank you, 
Representative. 

_REP. LARSON·: You' re welcome. 

SENATOR DAILY: Othe~ questions? _Senator Boucher. 

SENATOR BOUCHER: Thank you, Madam Chairman . 

And than:Jt you, Senator for: being here. I had 
asked a qtiestion.previously to Senator John 
Williams with regards to Connecticut being the 
only state to embark on this and you just made 
a ve;ry good point about Connecticut standing 
out there alone on this one. It appears to be 
a -- a policy that should probably first he 
pursued nationwide so 'it's equitabl~_across. I 
had gotten that-response one session when I was 
t-rying to propose a chc;mge with regards to 
interest being charged onerously by banks on 
your credit card. 

And I was, you know, told by the Banking 
Committee that that prqbably was going to 
happei?- on a national level and frankly it did 
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happen on a national happen. Because it does 
position Connecticut in a -- in a negative 
fashion. And this in particular would do so. as 
we also .are' trying to embark in other 
committees on the regulat·ion of 'Hedge funds, 
which would be a detriment to those c·ompanies 
here in Cq,nnecticut when we stand o~t there 
alone. 

My concern was also in ta1king about the TARP 
legislation, whether or no~ this would -- could· 
inc·entivize companies_ to eliminate or .severely 
reduced their -- their bonuses and move instead 
to changing their wage st·ructure and salaries. 
as a result of this in order to provide 
incentives, which is very standard in the 
industry in order to -- ins.tead of paying 
higher wages~ instead incentivize either 
efficiencies in the_process or retain very 
import-ant. talent that migh~ go, to say a 
competing firm or· what have you. . And j·ust yo~r 
thoughts with regards to the issue of not maybe 
realizing the revenue that yoU're trying to go 
after. 

SENATOR FASANO: Yes, and I thin~ that also goes to 
thank you, Senator. And I think that goes 

to what Senator Roraback was saying, was ·that 
you can maniJ?ulate the compensation such that 
it is not a bonus. 

You know, I· don't: know how you would do it if 
.part of the compensation was extra vacation 
time. You know, I've been there seven years. 
You've been there seven years. You're going to 
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get two weeks vacation. I'm going t.o get four 
weeks vacation. I don't, you know, paid for or 
however it works in terms of compensation. 

How do you.-- what is a ·bonus and how's that 
.all going to get wrappeQ. into it is going to be· 
anothez: -- once you get past this philosophical 
level if you go in favor of this, whi.ch I'm not 
supporting.· I'm against. But if you go in 
favor of this you get the philos~l>hical how are 
going ·t.o control that? 

What! _s going to be considered a bonus? At what 
time i.s that going to be. identified? For 
instance·, i.f -- let'-s say today you .get a bonus 
of .15 shares of stock today. The stock goes up 
in Nov;ember.anc;i you·know it was going to go up 
in November.- Do. you -- is .it taxed at the date 

- that you got .it, which it probably is, or do 
you wait until the end of: the year to determine 
it? And thert if it goes dow. 

So there's a·whole slew of issues I think this 
get·s into w):lich is -- I think huge in terms of 
revenue. But T think the bottom. line of 
unders·tanding is that if we do this by 
ourselves we run a real risk with 45!percent of 
our incom:e ~ome_s o~t of the Fairfieid area, 
much ·of their income is down in that area -- 47 
percent. Much of the: income is down seven 
~owns, I think in particula:r. Most of that 
income is down, you pass this and people leave. 
We're just putting ourselves more and more in a 
hole . 
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SENATOR BOUCHER: One other pain~ that was brought 
to my attention was that in last year's 
increase of ou;r income tax, making it more 
progressive, that it. was retroactive. And I 
had·-- luckily, a couple that it might have 
.affected -- ·nat that many -- but one. :in 
part·icular that pointed out that he was not 
~ble to take a~y pay in the last .three months 
of his year and he did no·t know that and 
couldn't prepare for it financially. Is this 
pro~osai -- do you know being proposed to be 
retroactive .as. of January if this were to pass? 

SENATOR FARSON,: ,I think that Senator Williams would 
not be retroac.tive -- retroactive in terms of 
money received after January 1, 2010. But not 
going back .to 09. So it would be -- if they 
receive something -- a huge bonus we' 11 .say in 
January for 2009 and they received it· in 
J.anuary I think that would be .included in this 
proposal to be taxed, is my understanding~ 

SENATOR DAILY: Are there any· other questions? 

REP. WIDLITZ: Thank you., Maaam Chairman. I'm just 
fol-lowing up on·the discussion about shifting
- the poss~bility of shifting bonus money into 
a regular salary. There must be an incentive 
to businesses to pay the -- to pay that money 
·aut in a bonus as opposed to· working it into · 
the salary. And I'm assuming that the salary -
-. the base s·alary determines benefits., pension, 
whatever the contract ·speci~ie·s that the 
agreement is . 
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·S·o, I dol)' t think the ·companies sp~cifically 
w~~ld have an advantage of shifting the money .. 
into salary because it would cost t.hem more 
money in the long· run.. And what this 
essent.ially does is tax the person who receives 
the bonus not the ·company but the person· who 
receives the. bonus·. So, I don't see that there 
would be ari incentive to shift that into -- to 
avoid doing this. 

SENATOR FASANO: Well I would- suggest if you wanted 
to keep a key employee so you didn't lose your 
talent poo~, maybe·you· would do something where 
you'·re splitting that. up, where you're·going to 
say listen, for the past four years·we've given 
yo~ this bonuS! s.o what we're goi~g to do is -
and there's a. way of doing this -- you ·say, 
we're going to give' you. a salary increase which 
is goi"ng to result in a pension increase that · 
we're putting away every year for you -- for 
you, which is. in terms of value.of money equal 
to this if you were ·t·o get the bonus at "the end 
of the year. 

You would just do the math~ And that's all it 
is is a mathematical· game. The risk that you 
take is ·-- both the employee and the employer 
is either the employee at the end of the year 
is getting more ·th~n .what the company made that 
year but you're stuck into it because it's a . . 

structu,red salary or the employee' s making less· 
than they. normally wou'ld because they had a 
great _yea·r. so·· each side takes a risk. But 
that's just, you know, you and me sitting down 
at a tal:>le anQ. negotiating to avoid a three 
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percent increase on your -- on the income that 
you're _receiving on a bonus. 

So I would go to my employer and say look, you 
gave me a great .bonus but if I go.t to pay_ three 
percent back tci tbe State of Connecticut, let's. 
work out something els.e where .l don't. Let'· s 
·put it in my· pension plan so. that. I don't pay 
tax on that until I take it out·. That's worth 
something more to me. 

So there·' s· r(lany ways of fig.uring it out. It's 
-a mathematical game ·that the employer and the 
employee would play relative -- if we·were to 
stick that in. And wi.th these numbers, they 
will do that ro~th. 

REP. WIDLITZ: Thank you. That'S the qilemma we 
have sitting :here trying to predict _what the 
·consequences ~f our action~ are going to be. 
And hopefully we guess right. Thank you ve·ry 
much. 

SENATOR FASANO: Thank you, Representative. 

SENATOR DAILY: Questions? Yes,· Senator Roraback. 

SENATOR RORABACK: Thank you, Madam Chair. 

Just one quick question for Senator Fasano. I 
think there -- obviously tHere' ·s nearly . 
universal outrag~ about what happened in terms 

· of the payment of bonuses but Senator Fasano, 
do you think our lives might be easier had 
Congress had the foresight when the passed the 
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TARP legislation to impose re~trictio11.s which 
they had, the abili_ty to do. Don't you think 
our world would be a bet t.er place if. there had 
been some thought given at the time the TARP 
p~yments. were a~thorized to this very 
foresee.able phenomenon? 

SENATOR FASANO: Absolutely. You know, that would 
do away with· this whole thing·. But absolutely, 
that ··foresigl:lt. is woJ;th its weight in gold, if 
you would. Had .tl:ley thought it about it.back 
then.- And that's the reason w~y it shouldn't 
be our· problem now. 

SENATOR RORABECK: Thank you., Senator Fasano. 

And thank you, Madam Chair. 

SENATOR DAIL"Y: Any othe~ qt1.estions_ for Senat.or 
.Fasano?· -Next on our list is --

SENATOR FASANO: ·Madam Chair, thank you. And thank 
you to the Committee. 

SENATOR ·DAILY: You're very welcome. 

is Representa·tive Cafero. 

REP. CAFE~O: Good :afternoon, Madam Chair, members 
of the Coinmit:tee. Thank you so. muc.h for 
allowing me to testify. · The primary purpose of 

·what I"'m here, I hope, as not only State· 
Representative put .also as the House Republi.can 
Leader. Having followed the s·enate Republican 
leadership is to actually make a symbolic 
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statement to the citizens of the State of . 
Connecticut that we do be-lieve that job 
creation is the number one mission on our· 
plate, if you will .. · 

And I applaud Senator Willi.ams -and also Speaker 
Donovan and all four caucuses including the 
Governor for putting forth various proposals 
that recognize that we need here .in the State 
of Connecticut, as a legi_slature, a State -
excuse me -- State government to focus on .job 
creation as number one. The symbolism of· 

. having it Senate -Bill 1 is not los.t on me aild I 
hop~ not ·-lost on others . So, I want to say 
that --·it is in that spirit that ;I:-am here. I 
think we all know that we as a State -- we've 
watched in the past two years 94,000 family 
members, neighbors·, . friends·, lose their jobs. 

. . 
We've watched 10,000 businesse~ close . 
Unemployment approa.ching· ten p·ercent . And 
regardless of what party you're from or what 
ideol·ogy you're f:J;"om, I think it's a very 
simple priority and that .is job creation. And 
I t;tlink this bil;I. being before this Committee 
as the first :bill symbolizes that and I look · 
forward to this Commi.ttee taking up the various 
measures that are in this bill and all bills 
with r.egard to ~ ob creation. 

I also want to say that I agree with Senat.or 
Fasano that this needs to be done sooner rather 
than later. It needs to be a priority. By 
labeling the bil-l that' ·s before you Senate .Bill 
1, it underscores the dire need we h,ave to do 
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this. Aild I want to stand in agreement with 
some of the facets of the bil1 that's before 
you. Certainly the elimination of the business 
entity tax. -- I think previous speaker·s have 
said we might disagree on :when that should 
·start and who it· applies to. 

But I remind ·you that 73 percent of ·the 
· pu·sinesses in the State of Connecticut have 
nine or less employees, 5"3 percent have four or 
less employee_s. Those are the people that are 
paying this. The elimination of that entity 
tax could be. nothing· btit helpful in these -- in 
thes.e dire econ_omic st·ra:i, ts with regard to 
extending credit to small businesses, 
incredibly ne_cessary. · Unfortunately, despite 
th~ trillions upon·trillions of dollars.that · 
have .been given out by the federal government 
to varyii?-9 organizations with the hopes of 
extending credit to various business entiti.es. 

I know it's been my experience that.not many 
are· benefitting f:r:om that or certainly having 
credit made available to them. So anything we 
could do in this State to ease :that credit 
crunch is -- is a helpful move. And I look 
forward again to working further with regard to 
the proposal .c.oncerning small .business credit 
in this bill, also the Governor's bill, bills 
that have been put forth by the House. 
Democrat·s, House Republicans, and Senate 
Republicans as well. 

I do have some concern with one of ~he aspects 
of the bill. It's been talked about here .and 
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that of course is the TARP funding. And it's 
not -- you ~now, I guess I have mixed emotions 
about. it .. My biggest concern, I guess, is the 
fear of the unknown. 

From an emotional level does the fact in these 
economic times when everyone is taking a 
hairc~t·, when- people are losing their jobs, . 
their homes, their savings, that so:mebody who 
works on Wall Street is. getting umpteen zillion 
do11.ar bonu~es. Does that· burn :my rear-end? 
Boy, you airi't kidding it does. And you have 
this sort o~ emotional, you know, yo\,1 want to 
strike out an,d say no, you'·re not go·ing to do. 
that. You,'re not go.ing to do that. You're not 
goin,g to go nah nah nah nah nah to us and take 
this money·, et cetera. So emotionally, I get 
that. ,I do get it. 

My concern is -- I have s:everal concerns. One 
is., is it - ..... being a lawyer -- is it 
constitutional·? Because if we are going to 
r.e1y on the fact that it is and it turns ou,t 
that it is not -- an,d we've been down that road 
before. Remember -·- we' re in the middle of. it 
now -- campaign financing? And it turns out 
that it isn't, where have we put ourselves in'? 
And I know there's scholars on both sides of 
the issue, some who say that it is 
constitutiona1, s~me that say it isn't. 

I know there was a report in the paper based 
that even in Sen~tor ·Williams -- who'·s proposed 
this bill -- his own caucus, there ·were 
differences of opinion by his legal staff as 
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some who said it was constitutional, some who 
said .it wasn't. I don't know the _answer with 
th~t. With all due respect, I'm not so sure 
the Committee or the legislature in ~eneral 
would. But wouldn-'t it be a dangerous thing to 
rely .on it one way if it turns out to· be the 
other way. 

The other -- the other aspect that concerns me 
about the TARP fundi"ng is, where do you draw 
that line? For.ihstanc::e, I kno~ the. federal 
government has bailed out General Motors to the 
tq_ne of billions upon· billions- of dollars.· Can 
you..,_ and it. might sound like -a·stretch --but. 
can .we get to the point well- we say, well that 
·being the case -every, you know, General Motors 
dealersh:LJ? in the State of Connecticut, we're 
goin~ to tax .that dealership differently than 
we.did ·the other dealerships _becaus~ in point 
of fact they were benefitting from federal. 
taxpayer doll-ars. 

As the P~esident often says, we own that 
company now as the public. You know, do we 
treat them di~ferentiy, et cetera·? Where do 
you draw that line? That's the concern. But
the biggest concern, folks, is.this when we as 
a legislature set our priorities __ .: and 
depending ort the year's we~ve said 
t:ransp<?rta.tion is, education is, et cetera. 

_What we-'re saying by this bill being before us 
-and 'labeled Senate Bill '1 is · th~t this is the 
number one. pr-iority of this legislature in 
State goverl?-~ent, job creation. We can't have 
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an asterisk added. And I would submit t6 you 
that by .tying our job creation bill to the 
hopeful const-itutionality of TARP funding 
taxation of'bonuses is that ast;erisk. Because 
I don't think a~y of us would say that if there 
wasn't TARP bonuses ·-- that wasn't happened -:
not to be an issue -- would we still -- would 
we say, well therefor.e we .cannot debate 
c-reating jobs? 

Are w~ saying that our -- us a-s a State 
creat.ing job~. is a priori_ty but it's cont·.ingent 
upon funding·· we .get from a source that might be
questionable at bes-t_. I don't think we can 
afford to say. that to ourse·lves or to the 
public at large. Job creation has to be a 
p~iori ty. Period~ End of sent·ence. It can't 
be c·ontingent on any partic_ular funding source .. 

Lastly, with regard to th~ TARP I not,iced as I 
think all of you have with some concern·, that 
Moody's and Fit·ch, the bond rating agencies 
downgraded our outlook from stable to negative. 
And in·their opinion .they said. that they were 
concerned that we relied too heavily on 
borrowing and that we also relied too heavily 
on a volatile revenue stream. And they were 
referencing of course the progressive income 
tax changes we made in the la.st session. I'm 
not so sure how far we go to c:o~rect that 
impression or perception to_ those all important 
bond rating agencies. 

If we furthe:r: fund a programs as import.ant as 
job creati'on on the queE!tionable -- at best --
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process of taxing TARP funded bonuses, that's 
_my concern. Whethe.:r: you're for or agai'nst TARP 
funded" bonuses please let· us not make the 
mistake ·to join tbat or make our job creation 
proposals- contingent. We have to create j'obs. 
It'~ in th~t spirit I'm here to support the 
concept of S . B. 1 • Yes, I hav.e some ques.t ions . 
We always do. Let's work together to find out 
where we have that common.ground.and pass that 
bill as soon as possible. Thank you for-your 
time and indulgence and I'll be glad to answer 
any questions. 

SENATOR DAILY: Thank you, Representative Cafero .. 

Senat·or Boucher. 

SENATOR BOUCHER: Thank you, Madam Chair . 

And than~ you., Repres·entative Cafero·. The more 
I listen to your comments, the more concerned I 
became I have to say. There is some testimony 
here that I'm sure we'll hear later from the -
actually the Connecticut Banker's Association 
and as you can i,nagine they're very upset .about 
this, particularly the second half of this bill 
which involves the TARP portion of it. Because 
the first portion, I don't think anyone in this 
bu,ilding would oppose. 

It's a very positiv.e .step, something that a lot 
of us have been asking for for y~ars, that is 
.eliminate the business entity tax. · And here, 
you know, it's just two years, it still is 
moving in that direction. But the second half 
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raises a great deal of questions and concerns. 
The -- one of the bigger ones you just 
mentioned with i·s the volatility, of that 
because bonu~es come and go so you can't rely 
that -- on a ·stable -- as a stable funding 
source. 

~ut they have some ·very strong language in here 
calling it the provision ant·i-job, aJ;tti
employee, anti-resident, anti-business, and 
ant~-.job cre~tion. r·n fact, go further to say 
that because o.£. new programs from paid back 
T~P money· that the government is using -- one· 
of the b~g new programs is a $30 billion small 
business· 'lending initia.tive that, the President 
just brought out. 

They point out th~t if they were to part·icipat.e 
in that they would be considered using again 
federal money and again subject to an 
add;i.tional tax on their bonuses so it might 
make them more reluctant·, possibly'· to· 
participate in that. . 

That causes me 
this is almost 
k:i,.nd of bill. 

some concern, but greater· yet, 
starting to feel like a gotcha 
You know the kind I'm .talking 

about. I experienced it early on when I was a 
freshman. You haye this really great business 
positive concept and they tack on a second half 
that is ant:-i-business and puts you in a·very 
difficult position of where to vot.e on this. 

·Yes or .no. And ~f you don't vote on it because 
the second half -- well maybe you're voting 
agains·t job creation or a positive bill. I 
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don't: know if that's starting ·to feel that way 
to you. I know you used some very positive, 
Iovely language. Mr. Leader: 

REP. CAFERO: Well, and thank you for your comments 
~nd your questions, Senator Boucher. And 
again, in the spirit of starting afresh I don't 
-- I certainly don't believe that the intention 
of Senator Williams or whoever d,r,afted this 

. bill was t;o -- to gotcha or what·ever. Does it 
put people in some difficult position if the 
bill was put for-th to vote on like it is 
because it's either all or nothing'? Sure it 
does. 

But I guess wha·t I'm saying is we all agree 
about the job creation part. And evep if you 
disagree philosophically with regard to whether. 
or not TARP .bonuses sho.uld be taxed or they 
shou-ldn't be·taxed. At very least you got to 
admit, it's still a. ques~tion mark of whether 
it's -- it·'.s doable or no.t; constitutional if 
you will. 

And my bigger concern is to send out a message 
that the only way we consider making job 
crea·tion a priority is if we could fund it by 
this specific mechani,sm that ·we all agree is 
questionable. Let's separ.ate that out. Let's 
say we. ar~ all for job creation, relieving 
credit, relieving the business entity tax·and 
various other initiatives and let's debate the 
TARP fundi-rig as a revenue source separate and 
apart- . 
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I thi~k the biggest.mistake and my concern with 
regard t·o thi·s bill is tying the two· t.ogether. 
Because if we-are wrong_._ if those who are in 
favor of this are wrong and it is 
constitutional, what then happens to our job 
creation program? What mes.s.age does that send? 
That's my concern.. 

SENATOR DAILY: Thank you, Representative Cafero, 

_Representative Larson. 

REP. LARSON: Thank you, Senator. 

There's not a thank you very much for coming to 
testify·. I have just two qUestions, maybe 
thr"ee, th~t maybe you can answer regarding the 
$250. small business credit. ·Senator Williams, 
in his ··testimony estimates that this benefit 
would affect 46,000 small businesses with this 
$50, 000 thre'shold and could r~ise or eliminate 
$1·2 million worth of revenue. Would you have 
any statistics on the additional business·ef3· 
that would be added above the 46,000 and then 
what would be the additional s·avings of -- what 
would be. ·the additional loss of revenue I. guess 
with either? 

RE;P. CAFERO: You know, RepreseQtative Larson, 
that's an excellent question and I think with 
all due respect to everyone it's almost 
impossible to answer. It's a lot of anecdotal 
evidence. You know, I've been around the 
St~te, as I'm· sure you have, and .I; m talking to 
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peoP.le _-- businesses that are hanging on by the 
fingernails.· 

So when you ask them would $250 more bucks in 
your coffers in a year be· helpful, they're 
_going-- tp say yeah. Does it create another job 
the next day? Maybe not but maybe -- I think 
a_s Senator williams said ...,..., maybe -they could 
extend .the hours of someone and give that: --
that back. But· more importantly I think 
it might help them to stay open. 

I don't know if it wil-l create any 'more jobs 
but maybe the -- it will p_revent them from 
getti~g rid of.one. And also, if we do get rid 
of that tax-, how ·~any people out 'there that are 
sort of,·you know,- surveying the scene of is it 
ok~y to do business in Connecticu-t? Should I 
take that GP:a~ce? 

One of-the things r. do during t~e course of the 
year is I work with the Norwich Chamber- of 
Commerce~ They.have a small business academy 
and tbese wonde;rful people come forth with all 
these c.reative ideas hoping to start their own 
business. 

And so ma_ny times I' 11 see them later on after 
they've taken this eigh:t week course. And I'll 
·say, hey, -did you ever sta.rt that -- that 
hairdressing business. or :that :cleaQing business 
or whatever. _And they say, no, you: know, the 
regulations we·re too onerous and it just costs 
too much money, et cetera . 
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So, if -- again, hopefully symbolically but 
even 1;3ubstantively we could remove yet another 
hurdle that encourages-someone who heretofore 
does not have that business to start that 
business, .grow that business, and create jobs. 
I think it ' s a po_s_i t i ve . ,But I think anybody, 
including OFA with all due respect, -would be 
guessing as to how many jobs the infusion_of 
$12 million into small businesses would help 
create. But _I can't help but thipk it would in 
isolation hurt any. 

RE~. LARSON: Thank you. 

SENATOR STILL_MAN; I thank you, Madam Chairwoman. 

Good afternoon. 

REP. CAFERO: Good afternoon . 

·SENATOR STILLMAN: Representative Cafero. Good to 
see you here. And. I want to thank you for you~ 
comments in terms of bipartisanship ini.tiative 
that· I believe this. is ·starting. And I think 
the ---people to think we never work togethe~ I 
think is a fallacy. We know we ha:ve to and ·we 
do on many instances:. So I appreciate your 
remarks. 

But I was a .little !=oncerned about your comment 
that this could be· ·-- should this· be seen 'as 
our only job creation bill before us and I 
would-like to say no. I would like to say that 
th~re are many other ideas out th~re. ·whether 
they'll be incorporated into t,his bill or not 
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or whether they will work together in some 
other fashion I think is something we have to 
kee'p in mind. 

I don't want the publi~ to think that this is 
it. You know, because there are -- there are 
great ideas out there that we all have t.o work 
on to~ether. And I can tell you aS a small 
busin_ess owner .I'm looking forward to -- to 
reading _some· more ideas. And certainly this 
particular bill, Senate Bill 1 I th-ink. will be 
a great benefit to small business owners. Two 
hundred and fifty dollar.s doesn't ·sound like 
m\lch to man}r -people but -- but- it is a lot in 
the small -- you can do ~ lot with it in the 
small business. 

Small businesses a~~ very creative. And so I 
.appreciate thi~ o~portunity -- so I just wanted 
to thank· you for your comments and reassure you 
--_although you probably don't need the 
reassurance; that there will be other 
opportunities for us to work together to create 
j"obs here- iJ?. the State. 

REP . CAFERO : I thank you~ Sena t·or . 

SENATOR STILLMAN: Thank you, Madam Chair. 

REP. CAFERO: Thank you, Senator and I_ couldn't 
I . . 

agre~ w~th youmore. _I think-- I've seen some 
of the bills that are before you and been 
proposed by. all, you-know, the varying 
caucuses, the Governor, et.cetera. And there's 
no shortage -- I think -- of -good ideas that we 
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could all agree upon. I guess what I'm hoping 
for is that as. early as. possible know.ing that 
the session needs to take its place and we'll 
pav~ plenty of time for debate.· 

But :for those things· that we are in all 
agreement to do those in all due haste because 
we're in -such desperate needs. And the only 
thing is though I realize there'll be other 
bills and that n:tany of the issues raised in 
t~is bill are very, very ·good and are in 
agreement "in·many cases by all of us. 

My only concern is with regard to this bill is 
the tying with the.'I'ARP thing. That was my 
only concern. I think I'm more for sort of 
separating out those things we could .all agre.e 
upon, passing it, continue the debate on the 
other things. But I agree with you, I "think 
there has been a -history of bj.partisan 
cooperation.· When there's a cris.is there's a 
crisis. There's not a Republican crisis or a 
Democratic crisis. It's a Connecticut crisis 
anci that's what we're here to do is solve those 
problems. 

SENATOR STILLMAN: Thank you. Just' as a quick 
follow up, I don't -- I ·agree we should do ~his 
as quicldy as possi.ble bQ.t I want to make sure 
we know how we're going to fund it first. And 
-- and I think that that's very important. A 
comment was made -- I think by Senator Fasano, 
that let's just pass this and. we'll worry. about 
how we're· going .to fund it later . 
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I don'· t quite agree with that. Maybe I 
misinterpreted his remark. But -- but I think 
we need to have all the pieces in place before 
we move this bill. That's not to say we can't 
do it as quic)t~y as possible. Thank you, Madam 
Chair. 

SENATdR DAILY: Thank you, Representative Cafero. 
There's still another question but I'd lik~ to 
th.ap.k you and -senator Stillman for. your 
cqmments. :t think it's important that the 
public know we're not those people in 
W~~hing~~n, D.C. and we do work.together on 
almos·t all occasions. .And where we have 

I o • ' 

phil.osophica~ d,if.fe:rences we are usually able 
to ·work through them and f.ind common ground. 

Representa.tl.ve Floren, you had a question~ 

REP. FLOREN·: Yes. Thank you, Madam Chair. 

I too am very heartened that we are go.ing to 
work in a bipart.i~an way and I really encourage 

·you as ·a l·eader to keep that moving forw:ard,. I 
guess my question is a ·process questio·n. There 
are ideas in almost .every committee in this 
building. The Executive Branch has some 
wonderful ideas. How do we g~t together, take 
the best ideas; those that we can all .agree 
upon, ·and act. upon them quickly? And then move 
from the·re? 

REP. CAFERO: Well -- and I appreciate that 
question, RepreseD;tative Floren. I'm a firm 
bel-iever and have an awful lot .of respect for 
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the committee process and I would never suggest 
. anything that would thwart that but ·there are 
certa,in times. in our history and certain cris.es 
that require extraordinary action. 

And if in f~ct this Committee and others can as 
quickly as possible i.dentify those items, those 
bills, those concepts wherein we·are all in 
agreement with. I: think the leadership of 
those va.riou~ committees and the leadership of 
the General A~sembly in concert with t.he 
Executive Branch should put th~t together in 
one emergency cer.tified bill and pass it post 
·haste .. And again, to -- ·to Senato·r Stil.lman' s· 
comments, t?at does· not mean there would be 
ethel;"~ com_ing down the road. 

But certainly -- and I think· not. only from an 
emergency standpoint but f:rom a symbolic 
~tandpoint that we in a bipartisan way say, 
yes 1 we have our disagreements on a· whol·e host 
of things but maybe these five, these·six, 
these four we agree on ·and we mean bu·siness -
no p~n·intended --and we're going to put those 
forth and pass them unanimou~ly God willing. 
And -- and show the world that Connecticut is 
taking its crisis ·seriously and working 
together to solve the problem. 

SENATOR DAILY: Thank you very much, Representative 
Cafero. 

REP. CAFERO: Thank you, Madani Chair. 

SENATOR DAILY: You' re welcome . 
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We' 11 now c'lose that very long hour and move 
_into the pUblic part· of our public hearing. 
The first person on our list is Laurie Julian 
followed by Dana Gordon and then Tony· Sheridan. 

LAURIE JULIAN: Is it on? Thank you. Honorable 
members of the Committee, my name is ·Laurie 
Julian, Public Policy Director for the 
Alzheimer's Association Connecticut Chapter. 
l' m here today to_ testi~fy about this 
devastating disease and its economic cost and 
to ask you t:o supp.oi::t reopening the "Alzheimer's 
Respite. Care. Program, which the Governor closed 
May 11,· 2009 to new applicants. 

And as you make these tough decisions that you 
will conside_r program.s that do currently 
prese.~e and create jobs. Al·zheime~' s di~ease. 
costs American businesses $61 billion a year . 
O"f that :figure·, 24 percent -- $24.6 billie~ 

. covers Alzheimer's health care and 36. s. cover 
costs ·related to caregivers of individuals. with 
Alzheimer'.s Jncluding lost productivity, 
ab~enteeism; and worker replacement. 

Currently in Connect·icut there are 70,.000 
residents who have Alzheimer's and related 
dementias with over 113,000 caregivers. Those 
caregivers, usually family, provide over ~7 
million hours of unpa:id care that WO\lld equal 
over $1 billion. The Respite ·Program allows 
many of these families the time they need to 
keep thetr loved one home . 
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Recent studies have do.cumented. the harm that 
Alzheimer's disease does to the informal 
c~regiver. This. disea,se c.an affect a 
caregiver's health resulting in measurable 
reduction in the caregiver's own lif.e 
expectancy. It ca~ also·effect the family's 
economic security as spouses and children are 
forced t.o leave their disease -- excuse me -
leave their jobs to care for an aging relative 
with the disease. These are the indirect costs 
attributed to quitting one's job to provide 
uncompen::;ated care at home. 

The Connecticut Long-Term Care Assessment 
commissioned ~y the legislature reports that 
informal c::;aregiver::; are family and frienqs who 
·provid.e ca:r:e without pay and a,re the primary 
source of long-term ·care. Seventy percent of 
these people with Alzheimer's di.sease live at 
home cared by these family friends. ' 

So the importance· of unpa-id care provided by 
these fam~ly and friends cannot be 
overemphasized as it constitutes the backbone 
of: our long-term care system. Unfortunately 
this comes at :a price in terms of compromising 
that caregiver's health. Due to the 
specialized care requ.ired of Alzheimer and 
dementia patients we hear from caregivers who 
endure overwhelming stress and are at their 
breaking point. For many .the grants awarded 
th:J;ough the Alzheimer's Respite l?rogram has 
ext.ended the patient's care allowing them to 
continue to live at home . 
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So basically -- I'll summarize -- is that the 
caregiver maintc;~.ins -- this allows the 
caregiver to maintain employment outside ·the 
home raising revenues --

SENA'I'OR DAILY: Tha_nk you very much. 

LAURIE JULIAN: .., __ and the long-term care· -- there's 
quite_a demand for long-term care. It's one of 
the _bigges-t, --

SENATOR ·DAILY: Thank you very much. Y:our t·ime is 
up. 

Dana Gordon followed by Tony Sheridan and David 
Wi.ese .-

DANA GORDON: · Good afternoon. My name i·s Dana 
Gordon. I'm a small business owne·r in we·st 
~artford. I own Sedgwick Cleaners. I'm here 
today in support of Senator Williams .S.B. 1 
bill. But_ t also want. to share with you not 
only am I small busines·s owner, but I'm. your 
neighbor. I'm your .chi~d's coach. I'm your 
nephew's coach. I'm· your grandchild's coach._ 
I·, m part of the communi-ty structure. And 
that's wha.t we' ye· talked :about. 

Small businesses are ~he backbone of every 
comm11nity. And we're the ones providing the 
jobs. .I mean, the stats are there. We provide 
·mos~ of t:he jobs in ·the State. Now maybe there 
are big businesses that provide more revenue to 

.the State coffers but if you combine all of us 
we're q~ite a large ·entity. 
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·Talk a littl~ bit about the the business 
entity tax which ~ have paid since the 
inception. There is an inequity there. And 
I've· stated t:his before at a press conference 
that wae held at my establishment. That 
ine·quity is, why does a major corporation 
that IS doing billions of dollars ~n. the s·tate 
of Connecticut paying the same $250. that I am. 
You ~ow, I wish I was doing a billion dollars 
l:!ut I'm not quite there yet. Maybe someday but 
we'll have t·o work on that. 

So, the inequity j u·st has to be taken care of. 
I. mean it's not the $25 .. 0. I mean, it· would 
help, no .question about it. It's just more 
that it's :not an equal tax across the board. 
We need to ·make thi·s more fair. The other 
thing that Senator Williams talked about was 
revolving business loans . 

And luckily my busines~ is is okay; I'm not 
hanging on by my fingernails but we might be on 
our fingertips. The idea of getting credit out 
there in a timely basis -- and that's the key, 
you got to have it out ·there in a timely basis 
-- can save a lot of small businesses that are 
goi~g out today. And, you know, I urge you to 
consider. this and to· get this legi·slature taken. 
care of in a timely manner, so we can again· · 
keep these b.:usinesses that are teet·ering on the 
edge open and operating and employing people. 
Thank you very much f·or yo:ur t~ime and i_f anyone 
has any questions I'm here to answer them . 
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S~NATOR DAILY: Thank you very much for your time . 
And we certainly hope you get to that 
millionaire status. We'd love you;r 
love your ·inc:ome tax then too. 

D~A ~ORPON: Yes. Definitely. 

we'd 

SENATOR DAILY: "Thank you for your participation. 
Any quest~ons --

DANA "GORDON: 'rhanlt you. 

SENATOR DAILY: ,-- of Mr. Gordon? Thank you again. 

DANA GORDON: Thank you. 

SENATOR-DAILY: Tony Sheridan followed by David 
Wiese followed by Elizabeth Varley . 

TONY SHERIDAN::. Good afternoon, Maciam Chairm(ln and 
senators and· representatives. Tony She·ridan of 
the. Chamber ·of Commerce of Eastern Connecticut. 

-I represent 1, 6.00 companies that belong to the 
Chairman -- to the Chamber rather. I'd also 
+,ike to say that I'm co-Chair of the- Jobs for 
New Englan<i ·Now, which is·a grotJp of mostly 
Co~ecticut .resident·8, who are very concerned 
about job opportunities :i,n the State . 

. I '.m ·here to support this .Propo$ed legislation, 
the creation of jobs in Connecticut but I want 
to". lend my support in part"icular to the first 
half of the bill which is the concept of· 
getting rid of the tax. Obviously from 
listening to· the speakers this morning the 

. I 
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second half needs a lot of work and I'm not 
really prepared to comment on it too much. But 
I hope that the le-gislation do_es get pas_sed. 

Our mission at the Chamber is to promote and 
support the business community in eastern 
Connecticut. In addition, this past year th,e 
Chamber received a grant to establish up to ten 
incubators or start-up companies. We opened 
our inc~bator in January and we already have 
five new companie13 in place. 

The process for-being accepted into the 
incUbator space includes a rigorous· interview 
process with Chamber staff and with SCORE, 
which is also housed in the Chamber offices. I 
menti·on this _oniy to share with you that we 
have firsthand experience at the Chamber on 
what -- on what it takes to open a business in 
Conn~cticut: And let me assure you that. 
·entrepreneurs find this to be a ch~llenging 
process. 

As I understand the proposed legisla.tion would 
provide a modest amount of tax relief to 
.struggling small ~usinesses 'by 13Uspending the 
$250 business _entity tax for two years. This 
proposed legislation is a positive gesture but 
hopefully one of more to come. This gesture is 
important no_t because of the savings involved, 
although that'~ important-but equally· important 
because ·of the message it. sends to the small 
business community demonstrating· that our· 
legislators are aware of the difficult times 
confronting the smail business community_ and 
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that they're int·erested in responding in a 
proactive fashion-. 

And I just want to add that listening to all of 
you toQ.ay, clearly you are very concerned with 

· what' .s going ·on. So it's very mucp 
appreciated. Unemployment is high _in -- all 
across.Connecticut. People are hurting. Small. 
businesses are hurting. 

The St.a:te has an important role to play in 
' response to these concerns. As you well know 

the smal.l bus·iness community is the originator 
of almo~t 90. percent of jobs crea.te"d in the 
country. This is also true for Connecticut. 
Nearly 9'5,.000 ·people have lo!3t their jobs since 
the reces·sion began in 2008 and many economists 
_predict that there will be up to ·100, 000 who 
will lose their job~ in the next several 
months. 

It is crit~cally important that the lesislator 
does everything in its power to create a 
positive,·helpful, and supportive .atmosphere-
is tha:t .bell for me.? Oh, okay·. Well, you have 
my ~~itten·_·testimony. There are a lot of 
people who are waiting so I don't want to delay 
you muc.h 1~nge·r. · But thank you for the 
opportunity and t ,· d be happy to answer any 
qu.estions. 

SENATOR DAILY: Thank you ·very much, Mr. Sheridan-.. 
We do have your writtep testimony and we'll 
make sure that we all .re.ad it. Sena.tor · 
Stillman has a question . 
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Thank you, Tony for b~ing here today and 
representing the Chamber and ~he small 
busiries:see in southeastern Connecticut. I am 
intrigued about your Jobs for New England Now. 
I'm not familiar with that. Is that a .new 
organization? Could you just share with us 
because it .could :be another opportunity for us 
to reach out and get some more ideas on 
creatif:tg j cbs. So. --

TONY SHERIDAN: :I ' d be happy to. 

SENATOR STILLMAN: -- if you could just let us know. 
Thank _you. 

TONY SHERIDAN: Yeah. Thanks, Andrea. And I'd be 
happy to share. It is relatively new .. It's 
co-Chaired by Steven Bole who is in the --. . 

Chprriber J?resident· in the Danbury area. And we 
have -be·en meeting privately and publicly "for 
s·ome time now looking at ideas and. trying ·to 
solicit input from the various companies to get 
the best possible ideas out· there. 

Without jobs we're all in difficulty. I mean, 
it's what· all ·of us. ·want is a decent· job. so· 
we'd be ,...·- I'd be happy to share our wo:r:::k so 
far and we have an Executive Direct.oi:;"; unpaid, 
I- might add, to -- who is .helping coordinate 
our efforts. We "(neet on a quarterly basis to 
talk ~bout the best possible way of gol.ng about 
supporting quite frankly the efforts that come 
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out of this -- Connect·icut but ail over ·New 
England. And the -- this is not a simple 
problem. 

It's ext·raordinarily difficult and there's a 
great fear that there a:re a lot a,f people who 
will never ·go back to work because of lack, of 
s~ills ·and job opportunities. So, we're 
available to help out in any way we cart. We 
have access to a lot of people -- a lot· of 
companies to draw upon. So I'd be happy to at 
some point chat with you more about' ·it. 

SENATOR STILLMAN: Jus~ as a follow-up to that, 
Tony·. Any outreach to the workforce investment 
boards throughout Connecticut because .when. 
they'.re all involved with job retraining ·or 
training and so J. was.wondering if you-- since 
you're. relat·ively new i~ you've looked that far 
beyond .for s.ome assistance in -- in that 
particular area? 

TONY SHERIDAN: Not as yet ~irectly but as you know, 
Senator, the Chamber is extensively involved 
with our workforce investment. board in easte·rn 
Connecticut. we· happen to think they're ·very 
much in tune with the needs of the region and 
they do ·an excellent job, I might add. We have 
a staff member that devote~ his ful.l-time to 
working with that board.· And it's the kind of 
collab.oration that is essential going forward. 
So -·- .but our Jobs for New England -- as I said 
- .. is a volunteer organization. We're very 
concerned. We wi 11 be .r.eaching out to the 
.workforce investment boards throughout N.ew 
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I· don't 
Thank 

SENATOR DAILY: David Wiese. fol.lowed. by ·Elizabeth 
_Varley apd then Donna Wertenback. 

DAVID WIESE: Chairwoman Daily, Chairman Staples and 
members of ·th~ Commit tee., my· ·name is Dave 
Wiese. I am. council for the Connecticut 
Bankers Association and l'm he!e to provide 
tes.timony on Senate· Bill number 1. CBA 
represents approximately 80 domestic banks that 
provide traditional banki~g here in 
Cotl.p.ect·icut . 

Our members _range from small community banks 
all the way-up .to the.largest banks in the 
.country. Connecticut banks make up just part 
of a larger financial services industry here in· 
Connecticut, an industry sector ·that is 
extremely important to the tax base of this 
.State and to the economy of this State. 

We estimate that Connecticut's finartcial 
services inaustry employs well north of 150,000 
people. ~~e industry makes up nearly ten 
percent of the State's employment base and 
represents over 30 percent of the S.tate~s gross 
f.inancial product . 
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Please understand that the State's financial 
services industry is looking very closely at 
the :-- at this bill and the message that is 
being sent by this bill.. As an. industry we are 
... _ we have alway_s been supportive of lending 
initiatives that help businesses and 
individuals obtain credit. That's why we're 
.very, very encouraged by the provisions within 
S.B. 1.that would create a small bu·siness 
assistance program. 

We woula. very muqh look forward to working with 
this· Committ·ee and others to make that program 
a reality.· Hc;>wever, please. understand t·hat the 
CBA is stro11.gly _opposed. to the provisions of 
the bill. It would c~eate a tax -- an unfair 
tax on the !;>.onuses of indi v.iduals who work for 
banks or bank affiliates that were recipients 
of.federal TARP funds . 

We feel that this is an unfai_r singling out of 
a group o~ inqividuals in a specific industry. 
~d it's an industry that plays .. - ·again, plays 
·a very important role in the State's .economy 
.and· tax ,base. This tax provision r~ns 
c·ompletely counter to the unde~lying goals of 
the legislation which is to create jobs-. We 
fail to see how_this proposal furthers the -
the job of -- the goal· of job retention and 
growth. 

Employers ;in Connecticut and-across the country 
_s.eek stability and fairness when it comes· to 
tax policy. Singling out a select group of 
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employees and employe.rs and imposing a 
ret·roacti.ve and punitive tax on them cannot be 
viewed as fair or stable. In t;his· case it· is 
important to note that the Capital Purchase 
Program, the CPP program under TAAP.was 
designed to infuse additional. capita_l int·o 
~lready healthy banks. 

Faced with the GOllapse of the ~- of the 
capital markets in the United States tne 
federal government needed and wanted to quickly 
stimulate the'economy via- .. by infusing 
capital into these healthy banks. To do so 
they rolled out the CPP and then they went out 
and they strongly encouraged the banks -- the 
healthy banks in this country to take ··advantage 
of the CPP and to participate in it. 

Please understand-that the banking indus:try did 
not ask for the CPP or the TARP program however 
many banks did. indeed opt into the program and 
followed the government's lead. And many of 
those banks have since repaid the TARP funding 

I 

resulting in billions of dollars of -- of 
profits to American taxpayers. Now with 'this 
b:i.ll the·employees of the banks and their 
affiliates will find themselves personally 
subject to a punitive· tax just because they 
work for a ·TARP related entity. And I'm out of 
time. And I'm happy to :-- thank you for 
allowing me.to say a few things about the·bill 
and I'd be happy to a~swer any questions you 
might have . 
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SENATOR DAILY: Thank you very much, Mr. Wiese. Do 
you know how many of your membe.rs actually did 
receive TARP money? 

DAVID WIESE: I don't have an exact count but. all of 
the larger n~ti.onal ban;!ts -- the ones that 
.operate nationally many -- all of them were 
summoned to the -- to Washington to meet with 
then Treasurer Secretary Polson and were -
were ask~d or strongly encouraged to t·ake TARP 
money and they did. Here in Connec·ticut the -
the numbers a·~e much smaller but the -- if you 
look at the -- sort of the trickle effect of · 
this we ~o ·have a lot of a,ffiliates of large 
holdin.g cc;>mpanies that .did receive TARP money 
that empl~y people here_ in Connecticut. 

We don' t have an exact number of those· 
employees .but t would suggest to you 'that it is 
rel.ativ'ely significant, primarily in the 
Fairfield County area. And .. those people· do pay 
very significant taxes in this State; income 
taxes, property taxes, sales taxes, and the 
li~e. These are the people we want to attract 
and maintain in Connecticut not frighten away 
by a punitive tax like this. 

SENATOR D,AILY: Thank you. I think it must be noted 
for the record, what might have been stated 
earlier this tax is .not in:tende.d to be punitive 
and it is a surcharge that would still have us 
-- have a rate that is equal to or lower tha,n 
neighboring states . 
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·Representative Candelora followed by 
Represen:ta"ti ve Brian Barry. 

REP. CANDELORA: Thank you, Madam Chairwoman. 

You spoke to the retroacti vi.ty of this 
provision and, you know, as I read ·the bill it 
does apply to ·the next income tax years and I 
was just wondering if you could talk about 
that . I assume what you're get t i'ng at i.s the 
applicability· of this tax. 

DAVID WIESE; Perhaps retroactivity is not the right 
:word. After the fact change in rules may be a 
better way to.look at this. We have . . 
institutions·, that again, followed the 
government lead that, you kriow, the government 
w~nted to ·infuse capital into the system and 
they were us:i,;ng the ba~king system to do that. 
And when the bank signed up for TARP, you know, 

,.they did so with that intention in mind. 

And none of the-additional rules and tax 
consequences that we're talking about today 
were on the. horizon. at that point i·n time. An:d 
now we find"that for those institutions that 
did fulf.ill t:Q.at role in the economic stimulus 
program tha.t after the fact we're ri.ow saying to 
those institutions -- ·to the employe.es of thos.e 
institutions that you. pers.onally are going to 
have to pay taxes because your institution or 
an affiliat~ of your institution participated. 
in the s·timulus program . 
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And, you k:p.ow, it also is important to no.te 
that this also appli~s to empioyees of 
institutions that have already paid the money 
back. I ·mean, the TARP money was a prefe:r;:-red 
stock issued to the federal government. where 
very .healthy rates of r~turn were paid to -- in 
connection with .that. And the government is . . 
right now pr.ojecting that the profit qn the 
banking industry· from the TARP p~ogram is going 
to.be roughly $19 billion. Again, you know, 
the reason we're talking about this .is that 
there's been a stigma assoc_iated with the TARP 
program 'that I think· is -- is unfair. 

There have been parts of the ~ARP money that 
};lave been used outside of the banking industry 
to support failing indu·st-ries an_d firms like 
General Motors, Chrysler, AIG, for example. 
But that's not what we're talking about with 
·the banking industry. So what. happened -- we 
had a lot of understandable concern a:cros_s the 
nation for the bailouts of these other types of 
entities and the bonuses that were paid to AIG· 
employee~ and the like. 

And that created this· huge stigma arou,nd this 
and now we're finding tha.t tl_lese people ar.e 
being, you know, after the fact the rules are 
changing. That we're targeting the~e employees 
:for having participated _in the stimulus 
program. 

REP. CANDELORA: Thank _you. And one of the concerns 
I have just -- and you touched on it is the 
affiliated enti.ties_. I don't know a lot about 

r 
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the structure o.f the banking industry. I know 
- :-· .. you know, on a. personal level :that when you 
go to a bank they have different businesses 
they sort of refer you to for, you know, 
401(k)s or for the college funds and the 527 
plans. Couid you I guess talk about how -- how 
wide· o.f net is potentially casted when we pull 
in tne affiliated entities. Do you have a 
quantifiable number .or 

DAVID WIESE: I apologize. I ci.on' t ha.ve a 
quantifi~ble number .. I can just submit to you 
that a lot. of the larger bank holding companies 
that -- that are associated with, you know, the 
householc;l name banks that you're -- th~ big 
nine if. you will across the nation, do have 
many,. many affiliates that provide financial · 
·serVices to both 'businesses and consumers 

I 

across the' country from investment banking 
operations to retail .broker dealer: investment 
advisory and the like. So that the -- the net 
is quite broad and I ca:n only offer anecdotal 
observations that I believe that a lot of those 
people are working in Connecticut and in 
particular in Fairfield County.. · 

REP. CANDELORA: I would appreciate that. I don't 
know if you could do it in the future but maybe 
try to quantify it for this Committee of -- of 
what other ent.ities are affec'ted because when 
we - - when we think of this , you know, .we ' re 
all tapped into the -- I think the outrage of 
the effects of what the TARP money caused on a 
national sens·e. But in writing this 
legislation I am concerned. I woul,d not want 

000084 
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t:o see us affecting industries adversely 
.because of the -- th~ downward chain of 
aff·iliated companies. So if you're .able to try 
_to quant~fy ~hat for us that might be helpful. 

DAVID WIESE: We'll see what we can do. 

-~P. CANDELORA: Thank· you. 

DAVID WIESE: Thank you. 

REP. CANDELORA: Thank you, Madam Chair. · 

SENATOR DAILY.: You' re welcome .. 

Representative Staples followed by 
Representative Barry and Senator McDonald. 

REP. STAPLES: T.hank you very mucl1,, Madam Chair . 

.I: just wanted to· fol1.ow-up question.· I was 
getting the implication that· you felt there was 
$Orne pressure to -- on the banks to receive the 
funds whether they need~d it or not. Is tha·t -

is that a fair implication or were you -- was 
I not hearing you properly. 

DAVID WIESE: I -- you heard me prop~rly. There was 
a lot of pressure. You. know, I thin).t.it's 
public knowledge and you saw the testimony down 
in Consress ·by t_;he CEOs of the major banks that 
·they were .summoned' to· Washington to meet with 
Secretary Pol .. son. And although, you know, 
there's no absolute requirement, you know, I 
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think there was a strong suggestion by the 
federa-l government that these banks take it. 

I can tell you on a more local ievel, 
particularly in the beginning of the TARP 
program .I sat on panels with -- with high 
ranking regula.tory of-ficials, the FDIC in 
particular,. whe're they were talking to bankers 
and strongly encouraging those banks to take 
part in this. The government want·ed to infU;se 
liquidity into the marketplace fast and iri a 
very big way. We were - -· they w~re seeing an 
incredibie situation unfold in f_ront of them. 

Capital rnar~ets were drying up and they wanted· 
.to get the money out there and this is one of 
the major vehicles. that they thought would help 
to stabilize the markets. And I would submit 
to you it did help to st~bilize the markets. 
Now, as the program became to age if you wil'l 
and stigma began to be -- to attach to the 
program, a lot of banks ultimately said no 
thank you. But a lot of banks that didn't need 
the money to.ok the' money becau~e of the 
government encouragem·ent and the need to help 

. to stimulate the economy. 

REP. STAPLES: Now, let me as:k you a que~tion about 
it. Is that -because the government was wrong 
about the-- the financial conditio:n·of the 
banks? They thought they were in worse shape 
than they actually -were and they encouraged the 
banks to t-a15,e the money because they perceived 
they were .in financial risk but the -banks were. 
not in any financial risk? 
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DAVID WIESE: _No. I think they wanted to. -- when 
you can put additional capital into banks that 
-- that money can be leveraged in the 
marketplace multip;J.e tit:nes. So by putting more 
money into -- into the banking industry the 
hope was 'th~~ some of the. markets that had 
dried ·~p would be back stopped by -- by the 
healthy banking industry and that was -- that 
was one of the ways that. the Treasury 
Department and -- and ·othe·r.s -- and othe'r 
regulators felt ·that they could get the economy 
moving again and stop the back slide that was 
obvious~y happening with the drying up of the 
marketplace. 

RE-P. STAPLES: What -- do you know what amount of 
the funds have b~en repaid? I -- my 
recoll·ection is that's one 0£ the. many untold 
success s.tories of the Obama Administration 
that there's this widespread perception·that 
this program was a .disaster when in fact there 
had been a dramatic success story in terms of 
repayment. Do you have. any numbers about that? 

DAVID WIESE: I believe Sally Miller is going to 
testify a little bit later and may be able to 
·give· _you more pre·cise numbers than I can but I 
believe that.the number is something like 147 
billion out ot the 250 billion has been paid 
back and the projected profit which i~ I think 
conservative is about $19 billion. 

RE;P. .STAPLES : Profit to? 
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REP. STAPLES: To the government. Thank .. you for 
your testimony. I appreciate it. 

D~VID WIESE: Thank you . 

. SENATOR DAILY: Representative Barry followed by 
Representative McDonald. 

REP. BARRY.: Thank you, Madam Chairwoman. 

Thanks, Attorney Wiese·for your testimony 
·today. An.d to .answer Representative Staples's 
question, ·I just have in front of me a 
publication from December 2009 that indicates 
·that out of the $247 'billion dollars· that banks 
got in TARP funds about $181 billion was 
:r:epaid. You sa·i,d 140. Does 181 .sou.nd like i.t 
could- be a more accurate n:umbe_r to you?· 

DAVID WIESE: Again, I think Sally may have some 
mqre up-to·-da~e numbers. 

REP. BARRY·: N.ow that. was_just ·under the Capital 
Purchase Program. 

DAVID WIESE: Co~rect . 

. REP. BARRY: Were there other monies.under TARP not 
under the CP-P that were given to banks and how 
much? 

DAVID WIESE: I don'/t think I know -- well· ·I take 
that back. There were some additional monies . 
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that circuitously made their way to -- to banks 
to fund some of the mortgage assistance 
progr.ams . But then there was a ·whole chunk of 
money under -- that was initially allocated 
under TARP that when other crisis began. hitt-ing 
and othe·r nonbank f~rms began. to fail that 
money was .used for those purposes .such as AIG, 
Chrysler and General Motors. 

There may very well be loses and probably will 
be loses associated with that use of money. 
·But again with respect to the original intent 
of the. CPP program which was designed at 
heal thy ba.nks., that' s going to be a· very 
pro.f~ table program. 

REP. BARRY: All right.. Any -:- you mentioned the 
money going to help stabilize the markets·., 
probably inyest, in the· mortgage backed 
securities, things l-ike ·that and then also 
there's ·int·ense pressure by regulators to have 
banks have reserves. How much went to d~rect 
lending, if you know? 

DAVID WIESE: That.' s a - ... that's a -.. I always liken 
this back to· ·Jimmy Stewart a~d It's a. Wonderful 
Life. It's hard to,. you know, equate a dollar 
into a bank and a dollar out the· door. You 
know, it's fundable but in different. banks have 
different ways to utilize the capital. Some 
use ~t"to preserve existing levels of 'loaning 
both commercial and retail-. Other banks 
increased their lending . 
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.But·. just here in, Connecticut -- I bel.ieve if 
I·'m not mistaken and I hope I'm correct with my 
f~cts and can certainly follow up. w~th more 
details. But the Commissipner --.Commissioner 
Pitken. ·bere in the State conducted a study and 
-- which indicat.ed ·tha.t there was an $800 

million increase in 2009 in the small business 
lending. 

I have clients who I can t:ell you had increas·es 
of close to a half a billion dollars in 
residential mortgage lending. ·So, there are 
some really good success stories out there with 
respect to increases in lending or stabilizing 
lending. I kno:w that there are -- there are 
dramatic Shifts out there and some· s·tories. to 
be told about people who were having trouble 
get.ting credit. But it is also, you know, it' !3 

important-to note that the banks have a duty to 
lend responS"ibly·. And economic times: are 
harder right _now. There's a lot of 
unemployment right. now. 

·.Businesses are. a1so not demanding loans as much 
as they would. They're pulling in. So there's 
a lot of details that goes into the dc:scription 
of what' s. happened t·o credit but I can say that 
I think but for the CPP infusion of ·capit~l I 
think the situation would have been much worse. 

REP. STAPLES:· And then other than the punitive, 
· retroactive argument are there a;ny -- I guess 
do you have any other cons-titutional concerns 
about this particular bill>· 
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DAVID. WIESE: Well ;I'm not a -- I'm not a 
constitutional scholar.and I could be very 
dangerous if I started to tell you .about my 
concerns. But what I am told that ·there al;'e 
some very significant constitutional concerns 
part-icularly with respect to bill of attainder 
.provisions. And· I believe th~t Li? Varley of 
SIFMA is going to follow me right afterwards 
and is going to spend a little, bit more time on 
the consti'tutional issue·s but we do have 
significant cortc.erns with the constitutional 
as~;>ects a£ this bill. 

REP. STAPLES: Okay. And I know -- I guess there,· s 
been a little bit of a give and take between 
Yale and HarvarO. about. this· one.. But I just 
saw a quote from Lawrence Tribe who's like· a -
from law school. I remember reading --

DAVID WIESE: .Me too. 

REP. STAPLES: -- well attempting to read one of his 
textbooks on constitutionai law. And he's 
quoted anyway that the Stamford Advocate's 
s~ying that a similar effort to what we're 
doing here in con~ress was ·an illegal attempt 
to punish an. identifiable individuals who a;re 
the s:uhject of understandable outrage. 

You know·, it seems "to me like healthy· --
hea·l thy banks 1 ike you ·say -- and I have no 
evidence qtherwise ·that healthy banks got close 
to $250 billion in TARP money under the CPP 
program and then it seems like·the Aiq, GM 
category's a whoie different ball game. They 
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a~e -- they were not healthy. They were 
they were .bailed out institutions. So I guess 
it would probably· be·your testimony that this 
would hurt -- hu·rt bank employee·s more than 
employees in o.ther segments of the financial 
services industry. 

DAVID WIESE.: I think that would be true. I think, 
you know, any employee who -- .of an affiliate 
of a bank th~t r~ceived TARP .money would be 
af'fee:ted· too-. : If I may though,. it reminded me 
of a point 'that I wanted to make and that is 
that the ·~tigma that's associated ·with TARP :has 
really tainted .a lot of decision making in the 
industry~ 

And as a case in point President Obama recently· 
as a part of his. State c;>f the U;nion Address 

. ' 
announced that.what would otherwise·be a l?retty 
exciting $30 bil.lio:h program to stimulate 
busines-s lending in America and the way it that 
a.t least. the proposal is looking to take shape 
is that the program would be funded by recycled 
TARP money, CPP money that gets· paid, back by 
the banks. 

So that money would come back --·as it comes 
back ;into the system now would go back out and 
pos·sibly through ·banks -- through lending 
programs. :t:f I'm a bank CEO and I'm, you know, 
looking at, you know, ~m I going to participate 
in those types of programs with these types of 
after the fact, you l,{pow, rule change_s that 
seem to be taking p1ac·e bec.ause of the public 
concern :over the TARP stigma if you will. I 
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have to think long. and hard wheth~r I want to 
par.ticipate in that. 

And if· Connecticut. institutions don't 
participate in- that type of federal st.imulus 
we're going.to not only lose the money that is, 
you know, used'to promote jobs but the income 
tax 'that comes from those jobs. And that would 
not be good policy. So, you know, again, a lot 
of people a.re looking at the messages that are 
be.ing s.ent by· this bill and asking is this, you 
know, is this a hospitable State for us to 
employ people. 

REP. STAPLES: '.J~,ll right. And just. one last 
que.st:ion; Do you think it would be, you know, 
anymore fair and workable for this proposed tax 
and bill to limit'ed to other areas of the 
financial ·services industry? 

DAVID WIESE: I think you'd have similar 
constitutional problems and I. don't wish 
troubles on other segments of the financial 
se.rvices indu~try. But I can tell you I think · 
it· is un·:fair to impose this on the CPP TARP 
recipi~nts and their affiliates or the 
employees -- personally the employees of these 
-- o:f. these institutions. 

REP·· STAPLES : Thanks . 

SENATOR·DAILY: Thank you very much. 

Senator McDonald . 
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DAVID W.IESE.: Good afternoon, ·Senator McDonald. 

SENATOR McDONALD:: Just a couple of quick questions. 
The -- to your knowledge .are the bonuses that 
are being pa.id.for any of the TARP covered 
entities in a,nything other than cash 
compensa t ic;>n? 

DAVID ·wiESE: I'm probably not the best person to 
talk about 'the 'exact form 0~ bonus compensat~on 
within the TAR;P entity structures. Sally 
Miller is going tQ.testify in a little bit and 
I think she may have. some information on -- on 
how those are comprised. 

SENATOR McDONALD: Okay. I'm just -- I'm interested 
in learning a little more about the structure . 
of their compensation packages because my 
understanQing is that there are deferred 
compensation arrangements that are available. 
There are stock options that are awarded that 
have varying vesting schedules and I~m just 
trying to figure. out if. ariy of that stu.ff is 
contemplated to be within the scope of the 
bill. 

DAVID WIESE: As I when I read the bill -- and 
I'm not·a compensation lawyer but when I read 
t.J;1e bill I frankly was confused by some of the 
wording in ~here. I'm not sure -- quite sure 
what an arrangement for fl:lture compensation is 
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for example and I do think it would pick up a 
lot of deferred camp type programs. And 
there's a lot of question as to exactly how 
that would work .. 

But one thing I want to point out and I think 
S~lly's ·going to amplify this in a little bit. 
The bank regUlators have -- particularly 
recently been very ·~ctive .in promulgating new 
rules with respect to compensation .and 
particularly with respect to .incentive 
compensation. And there's always been a rule 
under the :federal Deposit Insurance .Act that 
made it· illegal t·or a bank to compensate 
somebody in a way that·' s unsafe and :unsound. for 
the institution. 

They've further defined that biil and put more 
detail into.the rules these days to-- to 
indicate tbat req.lly -- and. som_e of the 
compensation shouldn;t be designed to promote 
risky behavior, to put the banking entity and 
the depos·~ts that are insured by the FDIC at 
risk. Instead what -- if you're· .going to do . ~ 

incentive compensation what it should be . 
designed to do is promote health performance 
and good risk management .. 

And so, if we have people who are employed here 
in Connecticut that are incented by bonus 
compensation do to just that -·- ·to manage to 
strong performance and good risk management and 
they·hit the·ball out of the park, these are 
the ,People that are going to be ~ingled out for 
paying t,his ta;x which strikes me as just not . 
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good public policy. Agai~, these a,re the 
people that we want to attract and retain 
because they p~y s.uch a laJ;ge· portion of our 
tax base. 

SENATOR McDONALD: Well, and -- I guess my question 
though is under section two of the bill under 
the def-inition _of ~hat a TARP. bo~us is. It 
includes cash, loans, payments received in a 
medium oth.er than cash -- · 

DAVID WIESE: Which could be stock. 

SENATOR McDONALD: -- or arrangement~· for. payments 
to be awarded in. the future. And I'm trying to 
figure out- ·if the trigger is a million- dollars 
of TARP bonus that's actually not realized in 
cash compensat~on but actually· would be a 
future benefit that is not yet.vested over 
which you hav:e. no. legal _control. lt seems ·that 
this is trying to say that there be some kind 
of effort to calculate what the value of a 
future revenue stream that's not yet realized, 
for t(lxation purpose.s .· 

DAVID WIESE: I agre~. I think there's a lot of 
uncertainty as to exactly how you would c;io that 
and. what that means and what'·.s included. 

SENATOR McDONALD: To your knowledge .has the State 
of Connecticut ever taxed income -- for lack of 
a bett.er term as that's defined for future 
years in a current tax y.eCir? 

000096 
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DAVID WIESE: Not to my knowledge. I believe the 
deferred comp is de·signed to defer the comp for 
tax purposes and other purposes. So, not to my 
knowledge. 

SENATOR McDONALD: Okay. Thank you very much. 

SENATOR DAILY: Ariy other questions from you? Thank 
you. 

SENATOR. McDONALD·: Thank you, Madam Chairwoman. 

SENATOR DAILY: Eiizabeth Varley ·followed by Donna 
Wertenb~ck ana Lori Pelletier. 

ELIZABETH VARLEY: Good afternoon. Good afternoon, 
Madam. Chai·rwoman and the members of the 
Committee. My n~tne is· Liz Varley and I'm here 
on :behalf of the ·securities industry and 
Financial.Markets Association. The financial 
ser-Vices: industry is certainly grateful to the 
Americ~n taxpayers for the unpreced~nte~ 
support they gave to the nation' ·s financial 
system by underwri.ting the Troubled Asset 
Relief. Program in Octob~r 2.008 .. 

The financial services industry takes very 
seriously our responsibility to rep~y the 
taxpayers as quickly as possible. And there 
was some discussion about what the taxpayers 
return had been and our numbers indicate that 
the return to the taxpayers in the TARP program 
is 8.8 percent at this point . 
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Mor~ broadly, the U.S. _financ.ial services 
industry· is making significant changes to the 
way it operates including implementing changes 
in compensation policies. ·In June of 2009 
SIFMA and our member firms released a set of 
guidelines which enco~raged f.irms to establish 
compensation policies that are consistent with 
effective risk management, link compensation to 
long-term sustainable performance, make risk 
m~nagement professionals appropr;iately 
independent, and enhance communication to -- to 
the compensation practices to their 
shareholders. 

FurtheJ:;"more, the industry ·supports proposals 
.submitted by the Obama Administration that 
protect against systemic risk and that· would 
create resolution authority to win~ down large, 
failing financial institutions. _As· you may 
know, tl;le bonuses paid to executives and l;ligher 
earning employees .of TARP recipients are 
already subject to restri.ctions imp.os~d by both 
the federal statute and by regulation. 
Executives are.subject to callback of bonuses 
-if financial statements are mater.ially 
inaccurate. Golden parachutes. are prohibited. 
The bonus payments, retention awards and other 
incentive compensation are also limited. 

Furthermore recipients -- firnis that have 
received TARP funds are also subject t·o 
enhanced corporate governance requirements such 
as holding an advisory vote by shareholders on. 
compensation. In addition to the signi.f;i.cant 
ov~rsight the TARP J:;"ecipiEmt compensati.on 
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programs, federal banking regula.tors have 
proposed new_ rules to oversee compensation 
prog_rams. 

The Feqera.l Reserve B·oard is close to 
finalizing new rules that would require a 
banking ins:titution to ensure that· their 
compensation-programs are consistent with three 
core principles including a balanced approach 
to risk-taking incentives, effective controls 

. for r.isk- mana_gement and strong corporate 
governance. The Federal Reserve is taking a 
very hands-on approach and is already reviewing 
the. compensation programs at the top 28 largest 
banking o:r::gani·zations. 

. . 

SIFMA has serious concerns about S. B.. 1 which 
would specifically tax the bonuses of employees 
of TARP. recipients. We believe that such a tax 
is punitive and a misuse of the tax code., 
SIFMA understands the legislator's frustration 
wi.th the events of the last 18 months but we 
encourage-you not to enact measures that could . . 
as ·the market·!ipproves, discourage·additional 
business investment in the State or prevent 
current businesses from expanding their 
presence here; 

Senate Bill 1 doe$ raise potential . 
consti.tu'tional conc:erns. The U.S. Const.itution 
prohibits state legislatures from passing bills 
of at.tainder. Legislation amounts to a bill of 
attainder when it is ih effect a legislative 
punishment -of any form of !3everi ty .. It -- i.f 
it specifically targets a designated group and 

·,. 
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is _imJ;>osed without first affording 'the affected 
ind.ividuals a trial. 

We also believe that the bill has due process 
concerns under both the federal and State 
Constitutions because the act doe.~ not have at 
least a re.asonable -relat.ion okay. Thank 
you. 

SENATOR DAILY: Your time is up. You have- written 
testimony, 

'ELIZABETH. VARLEY: We can submit something. 

SENATOR DAILY: Okay. And then we'll make sure 
every Jnember sees it and reads it .. 

ELIZABETH VARLEY: .SUre . 

SENATOR DAILY: Thank you·very much. 

Other questions·? Questions for Ms. Varley? 
Representative Candelora. 

REP. CANDELORA ~ Thank you, Madam Cha.i.~woman. 

You had made reference in the -..., on the penalty 
issue. We heard testimony before that, you 
know, lowering the rate· to eight percent as 
opposed to the f.ederal level which was looking 
at a s·o percent tax takes. away the punitive 
measure. And I just heard you had mentioned 
that .it's irregardless of that. Would you be 
able to exp'lain_ that? 

. I 
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ELIZABETH VARLEY: I, like other people here, I'~ 

not a constitutional ,scholar but the legal 
council that we have consulted have indicated 
t:o u·s ·that it's · -.-. it could be any form of 
severity and that if it seeks to punitively tax 
people and they're not afforded thei:r right to 
_be heard then that is when the bill o.f . 
attainder clause wouid be -- would be a 
concern. 

REP. CANDELORA: And there was and I don't want 
to put you· on the spo.t on this but there was 
some talk :about the rationality of it. B~cause 

I think of', you know, I would assume for 
. co~stitu.tion~l- purposes fees wou;I.d also fall 
into the rea·lm of taxation. So there are 
circumstanc~s where, you know, Connecticut or 
any state might provide a fee for the privilege 
of doing b~siness. Maybe that might be 
constitutional b~cause it's related to the 
operations. I don't know if you've seen tha~ 

· if you know a distinguishing differenc·e between 
whether this would be·a fee or a tax if that 
would make a difference. 

ELIZABETH VARLEY: We 11 I .think the - - I don' t know 
that much about the relationship with the fees 
but to me it seems like when a state does 
assess fee it's usually for a specific purpose 

· of funding t:he admi~istrat·ion of the act-ivity 
of the banking regulator. And I think one of 
the prior witnesses discussed where tha.t 
rational relationship test does kick in and l.n 
this case the act -- the purpose of the act 
would be to create jobs in Connecticut except 
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that the means of getting: there would be to put 
a tax on another part of the industry which 
would -- which would take away the ability to 
create jobs. So t think that's where we 
·believe the rational relationship test may not 
be met. 

REP . C!UIDEL<?RA: Thank you. 

Thank yo:u, Madam Chairwoman. 

SENATOR DAILY: You're ~elcome. 

Are there any other questions? Rep~esentative 

Larson. 

REP. LARSON: Yeah. Thank you very. much. for your 
testimony. t: keep on. kind of going back to. --. 
I'm just concerned or -- I don't know what your 
assoc;:iation.'·s approac:h is but how do you square 
taking fe!ieral money from an entity that's 
bankrupt, using those .dollars to get foot 
holding and t}?.en tur~ around a:nd pay bonuses. 
I just -- I can't get my head a-round how that 
is okay. And I don't know what you're -- if 
your association has an opinion on that or has 
an answ.er for that. 

ELIZABETH VARLEY: Well I think SIFMA's view is that 
in order for the economy to get back on track, 
for the firms to get out there and do their 
lending and do the activ~ties that they need to 
do, they alsp need ,to be al:)l.e ·to provide their 
-- their personnel compensation. They also 
want ·to·-- want to make sure that they can 

000102 
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retain people that can do the work that they 
need them to d,o. 

They are concerned about losing their people to 
other financial services firms that -- that did 
not ta)te TARP money. So I think they're·very 
concerned about, you know, if we're going to 
repay the federal gove·rnment for the ·funds that 
they did supply to these firms it's important 
to· keep them h~althy. And one way we're goirig 
to do ~hat is to m~ke sure that ·they can retain 
and attract _the talent that they need to 
eventually repay the.money t~at they received. 

SE~AT:OR DAILY: Are there any other questions? 
Senator McDonald. 

SENATOR McDONALD: Just very briefly. I unqerstand 
you're. not a constitutional scholar but did you 
say your association had retained council to 
provide you with an opinion about the 
constitution -·- proposed constitutionality of 
this? 

ELIZABETH VARLEY: In preparing .for our testimony 
today we did talk t·o a firm. 

SENATOR McDONALD: Was that part of that formal 
analysis that was done? 

ELIZABETH VARLEY: No. No, not necessarily. We . . 

will submit something in'writing. 

SENATOR McDONALD: I.f you wou,ld . and you were· -- I 
don't .need to take up the Committee's time now 
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but you said that you were about to start 
~alking about the due process considerations. 
So when you do submit your materials if you 

• 0 • 

could ple.ase make sure that they address your 
points about due process I would appreci'?tte 
tha·t. 

ELIZABETH V~LEX': Absolutely. 

SENA~OR McDONALD: Thank you. 

Than~ you, Madam Chair. 

REP. BARRY: And a1so just following up,on Senator 
McDonald~s question if the~e are other 
c~nstitutiona·l concerns besides. bill of' 
at.tainder and due· I?roce~s which I think I have 
gathered from- previous conversations. with your 
association, i·f you could -flesh those out to 
the Committee too, that would be great . 

And then, I just had one question to .a·sk. It's 
k-ind of -a follow-up on wh_~t Representative 
Larson said ... The -- I have a publication that 
just ~hews that -- the source is the U.S. 
Trea~ury and it shows that data through 
Dec.ernber 28, 200'9 shows that noribank programs, 
the total investments in like AIG and autos and 
CIT were 'lip to $227 billion.: And the total 
return was $4 billion. 

You were kind of talking to Representative 
Larson about the reasons for putting the money 
into _.those institutions -- those types of 
institutions and I was .just wondering if you . 

. I 
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had any· kind of a if your .associat'idn has. 
any kind of prediction as to when and·if any 
more of that money's going to paid back or if 
"that's -- if tltat' s an updated number. · 

EL;I:ZABETH VARLEY: For nonfin.anc:i,!3,l services 
·institutions? 

REP. BARRY: For nonbank. 

ELIZABETH VARLEY: F.or nonbank?' 

REP . BARRY: Not bank .• 

"ELIZABETH VARLEY: No. I don't -- we don't have any 
inf·ormation on when the nonbank instit:>utions 
might be able to repay their -- the funds that 
they've received, 

REP. BARRY: Okay. Thanks .. 

SENATOR DAILY: Miss Varley, would you be kind 
enough to repeat what your organization is. It 
just says SIFMA on our sh.eet. 

ELIZABETH VARLEY: It.' s the Securities Indust-ry and 
Finanqial Markets As~ociation. 

SENATOR DAILY: Thank you. · 

Donn~- Wertenback followed by Sally Miller. 

DONNA WERTENBACK: Good·afternoon .Chairman Daily and 
Chairman Staples. . My mime is _Donna Wertenback. 
I'm the Pres-ident and CEO of the Community 
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Economic Development Fund;. We' re a statewide 
economic devel~pment organization. tha·t helps 
start and grow businesses and creates jobs. We 
use a holistic approach by providing loans up 
to a quart·er of a million dollars, small 
business skills t·raining, s.mal.l business 
consulting... We basically do [inaudible] and 
remediation to make sure that there,· s lohg-term 
survival. 

"I'm here to tes'tify in support of. Senat;.e Bill 
number 1'.. I'm thrilled to hear that you all 
seem to have reaily got a great handie on what 
sma.ll businesses are goil)g through and the 
challenges that exi·st. So I'm going to skip 
worrying you with the repetit-ion of all of that 
small business information and jump_ to the 
meat. 

The LLC piece, I just want to make two points 
you seem t·o all be on board. BeSides for the 
$250 that you're soing to be saving these LLC 
companies, you are going to be saving -
sending a huge message. That mess.age .is going 
to have·very significant impact psychologically 
in their willingness to invest back into the 
community. 

• 
The second ·point going back to some earlier 
discussion is remember that in the 1990s· wheh 
LLCs wer·e created it became the modern version 
of swapping out sole proprietorships for LLCs. 
And, that means. that LLCs have become a major. 
job creator for the members of these LL~s on a 
very significant level. So I would hope you 
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would consider counting that as part of the job 
creation that exists. 

I '.m going to move onto something that -- that I 
"think ne~ds some analysis which is the small 
business loan guarantee portion of this. The 
State of Connecticut according to the SBA last 
year we lost 17,000 small businesses and 
hundreds of thousands of jobs. I'm here to 
give you t:J;le bad n·ews th~t we're looking at 
something eqtially big if not bigger this year. 

What you need to understand that the_dyn~mic of 
·the. businesses that are closing in 2010 are 
different than the dynamics of the businesses 
that closed in -2009. The ones ~hat actu~lly 
survived this long are facing· all s.orts ·.of new 
challenges. And they need new kinds of 
resourc.es and help in order to be able to get 
themselves through this . 

Namely· what they need is a holistic approach. 
Yes, they need access to: capital~ But that 
access to capital has got to be flexible. It's 
got to be able to be adaptive. I.t has to ·be 
able to shift gears. in midstream, It has to 
have fl~xible amortization schedules. I·t has 

"to be able to move ~ith their dynamics that are 
·movi~g that they' r.e. adjusting t·o on a daily 
basis. The other thing that they're all 
looking for is some assistance with retool-ing 
to fig~re out how to survive in this new 
economy that is ~ totally new ba,ilgame to them. 
And they:• re still trying to figure out how to 
play the game . 
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. The creat'ion of this $.20 million loan pool with 
gua.rantees could go a r.eally long c;i;istance to 
having huge· ;impacts here. The banks have done 
the best jobs they J;>Ossibly can in continuing 
to do capital for the· banka;ble s.mall businesses 
but due to a variety of issues cash flow ;is 
down, collateral no lopger :has bankable value. 

The -credit card new bi:ll .in Washing'ton 
absolutely decimated small .bus.inesses because 
they lost their working c·api tal because J::lOW 
they have to pay 34_percent interest to use it. 
The ;utilities secur:i,ties deposits -- we've got 
some unique things. here in Connecticut that 
have ·hurt small businesses. The ·bottom line is 
we nave tens of thousands of bus-inesses that 
used to be b~nkable that no longer are. 

REP. STAPLES : Thank yo.u very much. You' re very 
prompt. Did you did you have a sentence you 
wanted to finish or is that --

. DONNA WERTENBACK: Well --

REP. STA.PLES: We·' re flexible about tha·t .. 

DONNA WERTENBACK: Can I add two little things that 
I think· would be beneficial to you asyou draft 
this bill? . 

REP. STAPLES: As· long .as they're _very quick. 

D.ONNA WERTENBACK: Okay. I will be super -- I 
promise I'll be super speedy. The guarantees 
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in the loans need to be placed where there were 
already structures that can put them on the 
streets immed~ately. Whoever has been saying 
tiining is· of the essence is absolut·ely correct. 
l'he guarantees would be well housed at the ... 
DE.CD. The lo·an programs would not be well-
suited for the DECO. 

You really need to start looking at the 
nontraditional, nonprofit, small business 
le:Qding structures that are out there that· 
could put millions of dollars o~t ori the 
streets very quickly ~ecause their systems are 
in place and exist.. If we t.ry to do small 
business .lending the DECO is not used to doing 
you're going.to wait at least a year before you 
see anything.go out the door. That's just the 
reality of creating a program from ·scratch.· 

Anq what ~hey need is a new type of flexible 
program. that. al:ready· exist~ in this. 
nontraditional wo;rld and -I would hope that you 
would use· it. If there's anything that we can 
do at CEDF to help you figure out 'the most 
effective way to do that I would be delighted 
to ·talk to you about that in the future. And 
I've already abused my privilege. Thank you 
very much. 

REP. STAPLES: Thank ·you. 

Any questions? Representative Barry. 

REP. BARRY: Just· one question. David Wiese was 
representing -- is representing the Connecticut 
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Banker's Associ?ltion testif.ied earlier that 
there is not a -.- the banks are not reporting a 
higher demand from businesses for business 
loans this year than last. Is that consistent 
with what you're se.e-ing out there? 

DONNA WERTENBACK: There'S a very simple explanation 
for that. Small business owners know what 
banks_require in order to be able to get a 
loan. They don; t have the cash flow.. They 
don't have the collateral anymore. They know 
they're not bankable. So the banks are seeing· 
a reduction. I would agree w:Lth him. 

They are see1.ng a reduction in the applications 
for small business lending. Not because they 
don't need it. They're turning elsewhere. And 
it's the nontraditional small business lenders 
that are. absolut.ely swamped. _And while' we are 
not in this position most of them are very 
close ·to out· of capital. So this bill would go 
a long d;i.stance to getting them bac::k and 
op.erational in the neighborhoods. 

REP. BARRY·: So would. you say that the 
nontra9itional·-- the businesses that would go 
to nontraditional lenders are in greater 
jeopardy when they're going to get loans under 
terms that would be negotiated by those 
institutions rather than going through our 
State cha.rter banks or federally chartered 
banks backed by a program like this? 

DONNA WERTENBACK: The lev~l of flexibility that the 
nontraditional lenders were designed to provide 
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because we do wh~t the banks don't do combined 
with the support that' s used t·o help them 
ret·ool is the critical c·ombination. Banks 
p'rovide capital but ~hey .don't do retooling. 
That's not their job. They do very well what 
they do. 

But the nontraditional lender is the one that'-s 
being caught and we're getting calls -- we have 
20 invest.or banks that sit at our table. We 
are getting dozens of calls every single week 
from our banks asking us to help them w_i th 
their customers tha·t_ are fal·ling out of the 
bankable categocy because they need- this kind 
of a tool approach. And the de'{lla,nd on these 
kinds of resources is absolutely explosive .. 

. REP. STAPLES·: Th~nk you. Any more questions? 
Thanks very much . 

Sally Miller followed by Chris Phelps. 

SALLY MlLLER: Chairman St~ples and members of the 
Committee, my ·I?-ame is Sally Miller and r··m 
pleased to be here today to testify on b.ebalf 
of the ABA and the CBA. Before I go into my 
statement ·though I thought ·it would be helpful 
given the. questions I've heard today to touch 

.on a couple of .data points. Bank consumer 
lending has increased over the last year 4.6 
percent. Genera·lly in recessions. it goes down 

• 0 

3.6 percent. 
The Connecticut Department of Banking has 
indicated that bus.iness lending for 2009 has· 
increased by: .8.00 million. And ·the National 
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Federation of Independent Bus.inesses and their 
recent survey of their members found that only 
four percent cited financing a~ an issu~. It 
is tru~ from what you've been hearing that 
small busine~se·s are postponing investment in 
their inventories. They have record low plans 
for c·apita·l spending a:t this point in time. 

But many of our members are telling us that 
small businesses are starting to test the 
waters. They ·are coming back and talking to 
us.. And data reveals ·that from the end of a 
recession it generally takes about 13 months 
for new loan growth to pick- up. There were 
some questions ear'lie.r- about the profitability: 
of .the ban~ plans. Iil addition to the 19 1,· 

billion that the TARP plan is exJ;>ected to get 
from the bank TARP plan, the FDIC's debt 
guar.antee pr~gram has net ted 9 . 4 billion . 

FDIC Chai.rman ·Sheila Bair says this has been a 
real'moneymaker for us. In addition the 
federal reserve programs have recorded profits' 
of over 52 billion based on these bank 
pr~grams·. And treasuries earned also 1. 2 
billion in fees with no losses on its money 
market mutual fund guarantee program. 

So I'll go with what I got with the remainder 
of the time here. This 19 billie~ profit for 
taxpayers points .out the gross misconception 
that exists about TARP invest~ents in banks. 
The bank TARP programs were designed to be used 
by healthy banks. The nonbank TARP program was 
money just- designed to support troubled 
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in-stitutions ··like ·AIG, ·GM and Chrysler. And 
this confusion between capital for healthy 
·banks and bail-outs for· weak firms continue_s to 
be a so.urce of great frustration to banks. But 
more importantly can lead to confusion about 
policy. 

This misconception ha~ continued into the 
public debate about bank compensation 
practices. Compensation is generally paid out 
of the i~cdtne earned, not capital .and all 
federal banking_ regulators prohibit as an 
unsafe and uri.so~d practice excessive 
compensa'tion ~rrangements. The Special 
Inspector General for TARP·has reported that 
retroact.ive ap:plicatiori. of these executive 
compensation provisions has caused firms to 
lose senior e·mployees to foreign and domestic 
competitors who (ire not under TARP compensation 
restrictions. 

And our members continue to tell us they 
experience a talent drain of their firms·and 
that drain is not limited to senior officers 
specifically impacted by the TARP compensation 
restrictions. Rather thes·e employees are 
leCl,ving for opportunities at industries where 
compensation issues are not in the collectives' 
bull' s eye o.f federal and state authorities. 
Also retroactive'l:y moving the goal post semis 
an ominous signal to institutions that may be 
consic;iering participating in programs designed 
to get our economy moving. For example many 
community banks -- can I finish my sente.nce? 

-May I ·finish my sentence, 'sir?· 
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REP. STAPLES : You m~y f ini,sh your .sentence . 

SALLY MILLER: Many c::ommuni ty banks have expre·ssed 
the interest in small business capital 
investment program outlined by the Pre·sident in 
his St.ate of the Union Address. Understandably 
'however, these· community banks are. conc.erned 
that this program may go. the way of the TARP 
program witb after the fact restrictions being 
added. Thank you ve:ry m~ch. 

REP. STAPLES: Thank you. 

Any questione? R,epresentat"ive Bc:1.rry. 

REP. BARRY: Just a quick question. I thihk-I've 
asked th±s bef.ore of someone else but you 
mentioned the diff·erence between banks getting 
T~P money and nonbanks getting T~P money ~nd 
how TARP ·mqney ·was given· t.o heal thy banks and 
the nonbanks were not so. healthy are getting . . 
bailed out· and then the m~mbers bav~ i"t that 
they're not sending .money back to the Treas~ry 
as quickly as they could be. Do you think 
there would be -- do you :think there's any 
fairness in :limiting this bill to nonbanks? 

SALLY ~ILLER: In: limiting the b.il-1 to nonbanks·? 

REP. BARRY: Yes. 

SALLY MILLER: Well it-seems to me thc:1.t it would be 
- - i.f we've got bank~ that are :in the - -
instituti.ons that are in the nonbank program 
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that have as you can ·-- corre·ctly .stated 
previously borrowed. 250 billion and only 
returned 4 billion to Tr.easury that adding on 
another tax on them might not help taxpayers . 
recoup the money that they -- that they 
deserve. Sp my answer would probably be no. 

REP • BARRY: Okay. 

REP.· STAPLES: More questions? Yes, Representative. 
Candelora. 

REP . .CANDELORA: Thank you, Mr. Chairman. 

I apprecia~e this testimony because it sort of 
reminded me - -: I think -- of how the TARP 
outrage and tpe bonuses evolved. And my 
recollection is initially I think it was with 
those failing nonb.a,nk industries· I think where 
the public outrage ·started. Ib. your testimony 
you had language in here about the excessive 
compensation arrangements, where federal law -
- I guess -- would prohibit the banks tram 
giving people bo~uses when banlts are possibly 
failing or don't have the means to do so. So., 
I guess -·- just to ask in your experience then, 
were there situations that banks were issued 
bonuses when they should not have because they 
were failing? 

SALLY MILLER: There has been -- what happens when 
you have failed.banks is the roiC goes .back and 
does a ~aterial loss review. And in the --
there's ·been about oh, my numbers may be off 
slightly but about 46 of those -- they''ve done 



• 

• 

• 

113 
law I gbr ' FINANCE, REVENUE AND BONDING 

COMMITTEE 

March 1, 2oio OOOll& 
11:00 A.M. 

.material loss reviews. Ail of them have been 
generally on smaller instit~tions. 

And a very small percentage -- less than -- I'd 
say something 1 ike 17 percent -- I'm sorry·.. I 
don't have the nurnbe~ on the tip of my fingers 

, but about 17 percent. There was a, citation as 
not a primary cause of that bank'·s failure but 
as more. a tangem·tial, you know, cause that . 
there was scm~ c_ompensa.tion issues. But these 
were CEOS of Smalle~ institutions that were not 
followil'l:g the rules or that there were programs 
designeQ. -- _they were credit programs whe:re 
they were being rewarded for selling loans or 
putting loan·s toge_ther but not closing th~m. 
The ·bank regulators have come out with 
guidance. Miss Varley discussed thi·s very much 
in her testimony . 

But they_have come out and they .are basically 
·saying that you've got to have compensation 
plans that tie the -- make sure that there's no 
unnecessary a,nd exces~ive risk taking. rou've 
got to put controls·:i,n place. You've got to 
test it. And we're going ·to be ~xamining you 
on a 24-:7 b_asis for the lar.gest firms which 
have in-h.ouse ex~rn.i.ners sitting there night and 
day as I say-. And then they're going to be -
they've got. SWAT ·t.eams so that _the examiners 
can call back and say does this look like a 
good compensation practice. 

And they'-re going to be putting out sort of at 
the end of this year a best practices if you . 
wiil as to what· should be done. What we don't 
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want to see in .. the compensation ar.ea is 
everybody's different.. Every market's 
different. Connecticut's different from New 
Mexico. You know., D.C. is different. from 
Seatt.le. 

So they want to be able -- regulators say this 
i.s squarely· an issue for bank management, board 
of dire~tors, . corpora·te governance. We wa:nt to 
see you ma:ry..age t;his process and understand· 
what·' s going ·on in the ~ompens·ation Ci,nd where 
the r±sks .. ar.e. -.Atld when you identify those, 
manage them. You either get rid of them .or 
manage them. Jmd so that's ·What the bank 
regulators are doing right now. 

REP. CANDELORA: And I guess, you know, looking on 
the outside looking, you know,·1ooking in, I 
"think it's sort of incredible to see the 
bonu~es that come out of Weill Street and ·come 
out of the banks.. And certainly those .bqnuses 
came out long ~efore. the TARP program existed. 
An~ I guess, you. know, sort of to each his own 
in some circumstances bQt I .th.ink "~~>?hen you 
enter the TARP money people start thinking then 
I guess it's our tax dollars that· are being 
spent on bonuses and that's where the outrage 
comes and that's where th:l..s legislation I think· 
in par.t: generates f~om. 

Have you ~·een -·- I mean I recognize that· and 
then I want" to take a step· back~ . I gave 
c.oncern that_, _you know, are we going into an 
area, a slippery. slope that we may regret in 
the future in. terms of what impact i.t would 
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have certainly on the financial market because 
we do rea,p a lot of benefits I think by having 
a corn~rstone in Connecticut. that, you know, 
cre·ates jobs and income certainly through 
income taxes. 

Did yqu see when the TARP money came through. -
do you have information -- did we see an uptake 
in the bonuses because of the TARP money ·or was 
it sort of bu~ine·ss as. usual with the banks or 
did, they -- bonuses decline as a whole when the 
industry started to suffer? 

SALLY MILLER: Well first of all, any bank that took 
TARP money -- so for example if they took it in 
2008 or 2009 were· limited under th~ regulations 
or the law that· had been put in place in the 
stimulus package back in February. 

And so for example, one third of the bonuses 
are -- they could only get a bonus at one third 
of their ·stock. I'm going to start over -- one 
third of their base salary and it could only 
paid in restricted stock and it could not ve$t 
-- all of it could not vest during the time of 
the TARP loan. 

So those are the kind of restr.ictions that are 
put in plC!,ce ·on banks· that are still 
participating in the :TARP program. Now it's· 
true that many of the banks·have paid back that 
money and so going forward they are riot under 
those same types of restrictions but they ·stil'l 
got -- if you will -- what the federal bank 
regulators, the Federal Reserve are doing in 
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terms of. it. And believe you me, those· 
compensation practices are being looked at with 
a fine tooth c'!=>mb right now. 

They are doing what they ca'll in the federal 
government a horizontal rev~ew of compensation 
practices at the 28 large·st firms. So they're 
going to be in to all of the big guy$ and gals 
and sayin.g, you know, this doesn't look right~ 
And they're. going t.o be micromanaging that 
process un'til -·- anO. through the end of this 
month. And then they're going to do for the 
other· bimks. It's going to be on a cyclic:;al 
basi!=~ go;ing through and looking at 
compensation. 

REP. CANDELORA: And has that practice occurred -
has that been in place prior to t'he TARP 
funding or is this all new? 

SALLY MILLER: Bank --. historic.ally bank regulators 
have always had the authority to go in and take 
a look at compensation plans· that -- that pose· 
an unsafe and unso~nd practice to banks. I 
would say that given what has go~e on with 
respect to international authorities, what's 
gone on in Congress with respect to focusing on 
TARP recipients, there has been heightened 
foc~s by the bank regulators on that. And they 
are doing -- so it's been rolling o~t over the 
course of the las!: year. 

If I may, just on this whole issue I want to 
sort of p:oint out that again, October of 2008. 
large banks were called in and requested to 
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take this money. They were the healthy banks 
that were going to do it. So everybody else 
wanted to be. painted with this healthy· bank 
sign ahd everybody was rushing to get in. And 
in fact, I. remember our CEO testifying in 
Ja!luary, you haven't got term sheets .for the 
smaller companies, the mutuals_, .and ·the S corps 
and things 1 ike that . You've go.t to come out 
with i.t. 
stuff. 

And then we had the compensation 
I ca~ot tell you how many calls .I got 

from banks that wer.e approved to enter that 
TARP program and until they· knew what those 
compensation limitations· we·re going to do, they 
weren't goin9 through with it. So it really 
did have an effect·ive ·of -- a chil.ling effect · 
of you wi11 of :banks taking this capital .and 
putting it to use. And that's what I'm here to 
share-that experience with the members of the 
Committee . 

REP. CANDELORA: I appreciate that. I mean -- so 
that -- I guess what would have been.the 
alternative for these banks? I mean, were they 
concerned that employees might migrate? 

SALLY MILLER: Well it .--·definitely they were 
they were g·oirig to lose employees. First of 
all, you know, corporate -- setting 
compensatio~ standards is a general matter for 
all of c·orporate America is a matter between 
the board of directors· who have a fiduciary 
responsibility, the management, and the extent 
they're a regulated entity as the bank,s . 
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But now you have and to a certain exte~t 
with the -- and then you have this · i s.sue of it 
J:?eing set in federal government. This. was 
unprecedentec;i for the federal government to 
start -dictating what kind of bonuses you should 
get., what kind of policies you should hav.e for 
expenO.itures., et .cetera. And so ·that was· sort 
of -- had a .chilling effect on the banks 
joining the CPP program. 

And that's what we worry about :with the small 
busin~ss· initiative that the Preside~t has 
announced. You can't tell -- I can't tell you 
how ·many community banks say this is real.ly 
good stuff. We want to get involved in it. 
But if this is goir:lg to go away -- remember it 
was a healthy plan, the TARP plan and then it 
became this, you know, it was demonized. If 
it' s going to be the sa~e thing we don.' t want 
anything to do with it . 

REP. CANDELORA: And then finally, we hear about the 
three .percent and in the scheme of things it 
doesn't sound like a lot of money, you know, 
·three percent o~ a million dollars. You know, 
these people could afford to give that up. And 
I just, you.know, what I'm hearing from you is 
that future. programs, you know, if Connecticut 
puts this -- OUJ;" foot forward and. passes this 
type of legislation that ·possibly Connecticut 
banks would not take future funding that may 
help smail bus·iness an~ job creation in fear of 
having this sort ·of imposition put on. i-t . 
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SALLY MILLER: They would not want to join in any 
sort of bank -- government sponsored program 
for fear of what the bells .and whif;ltles that 
may be put on those participators -
participants in that. program after the fact. 

REP.. CANDELORA-: Thank :you. 

Thank you, Mr. Chairman. 

REP. STAPLES: Thank yo~ .. Any further questions? 
Yes, Representat-ive Coutu. 

REP. COUTU: Than~ you, Mr. Chairman. 

I just briefly wanted to as)t you a question 
relating to the total taxes if this were to go 
through on say someone who gets a million -
who already received a mi1lion dollar TARP -
·bonus from TARP. Potentially already they'd 
have . the income tax whi.ch would be 6 . ~ percent . 
And this would be another 9 percent, tax on top 
oe that and at the federal level, what are the 
other taxes th~t they would have? DO you know? 

SALLY MILLER: Help me here guys. It's -- ·I be.l'ieve 
on the bonus it~s a t~n perce~t. Isn't it at 
six and a hal.f plus the three percent would be 
oh the - .. - on the bonu$ that's over a million 
dollars. So that's a ten percent tax. And 
then whatever your federal rate, would be 
whether it·'s, you know, 34 percent. 

REP. COUTU: Okay. So we're basically getting close 
to the Sb p·ercent threshold . 
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REP. COUTU: Yeah. It's interesting. .And. the 
reason I ask is beca'!-lse I'm from eastern 
Connecticut_a:p.d I've been I guess thankful when 
people have q\iote unquote earned this bonuses -
- this fund; they've actually went to support 
our -- people pay taxes on th~m .. 
And last year w~en we· had th~ major .downt~rn it 
was because a lot of people on Wal,;t. Street were 
laid off. .So, t11.at' s pretty much it. I was 

·just curious and trying ~o figure out th~ total. 
and where we're _going with this. Thank yo.u for 
yo~r t:i,me. 

And thank you, Mr. Chairman. 

SAL~:Y MILLER: T}la:nk. you very mu·ch . 

REP. STAPLES: Thank you. 

Chris Phelps -- rather, followed. by Roger 
Adams. Chris· :Phelps? Roger Adams? Why don't 
you come on up. ehristine Mansfield is next 
and ·Charles Rothenberger after that. 

ROG~R ADAMS·: Mr.. Chai.rma,n and. members of the 
Committee-, thanks for this opportunity. I '.m 
Roger Adams. I l~ve in Mansfield arid I've 
worked for the chiuilber of Commerce for the 
Windham region for several years. I'm ne·re to 
comment on certain provisions ·offered by Senate 
Bill 1 and-to suggest some other additions . 
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At the Chamber we have seen dr_amatic changes in 
the .make-up·of our regional economy in the past 
30 years in the Windham region. In that area · 
we are ~ow a region of institutional employers 
and small. businesses. With estimates· that the 
current recession will result in 100,000 total 
jobs lo~t _in Cqnnecticut it's our hope that 
small employers where the vast majority of new 
jobs are being created can help to fill that 
void. 
The definition of small businesses varies. a 
g;,;eat dea,l depending on the purpose of the 
definition~ In our 13 town Windh~m region, 
small businesses employ closer to five or ten 
people than 500 and they need loans closer to 
$20, 000 to $50, 0.00 than hal·f a million. In the 
past decade we've seen some very successful 
small bu~ine~s revolving loan programs meet the 
needs of small businesses throughout -- through 
our !egional economic development agencies. 

These agencies in east.ern Connecticut are the 
Northeast CT Economic Alliance in the northeast 
and Sector in the southeast. They have the 
ability to guide small businesses through 
business plans at much smaller levels than 
regional banks and at levels well below those 
that are practical ~or our neighbors ~nd 
friends in the more successful and, local 
community banks. 

As an example, · in the pas·t year, the Northeast 
Economic Alliance has handled nearly three 
quar·ters of a million dollars in revolving loan· 
funds and small cities loans· to 18 cli.ents . 
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These loans range from $10,000 to $50,000 and 
all are meeting expectations. They're in nine 
towns in our re·gion and cover businesses 
stretching :from restaurants to manufacturing. 

If a new revolving loan fund is established we 
urge .that it be managed in a way that ·puts the 
premium on get.ting the dollars close to the 
street and managed in t~e regional economic 
development agencies. The reg;ional agencies 
have boards made· U{> of local professionals and 
staff·s with local ties and lending exper'iehce. 
They're very low operating co~t is related to 
loan volume and a clear familiarity with their 
regions of the State. They do require some 
modest administrative fee resources some of 
which can come from. interest fees on the loans 
as they are paid back. 

Method of payment. for a program· like this 
revolving loan project in today's economy is a 
major challenge but I do think it's critical to 
public confidehce that however the fund is 
established it be unavailable to be swept into 
the general fund of other purposes. 

Finally· we.' re pleased to .support the proposal 
for a ·two year suspension on the .bus-iness 
entity tax and ·the widest possible description 
of beneficiaries. It's a fee that's viewed 
a~most universally as an unjustifiable penalt:Y 
on every business :of every size and 
profi.tability level. Thank you for considering 
our recommendations and I'd be happy to answer 
any questions. 
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Seeing none, thanks so much for your testimony. 

Christine Mans~ield followed by Charles 
Rothenberger. 

CHRISTINE MAN:SFIELD: Thank you, Chairman Staple·s. 
Thank you, Chairwoman Daily and menibers .of the 
Committee. I stand today before you 
representing two halves. I am a co-Chair of 
the Legislative Com~ittee· for Quinnipiac 
Chamber of- Comin~·rc~. Again, a Chamber of 800 
plus ·sma11 businesses and large businesses in 
Wallingford and North Haven. I'm also the CEO 
of a training company with hundr~ds of clients 
aroupd generally Connecticut but southern New 
England. 

And today you would have written testimony 
supporting S.B. 1 the intent to _generate jobs, 

·of course to ·stimulate activity not only in 
I 

creat·ing but retaining jobs here in this great 
State. We a-lso of course support the other 
Committee work of r.etaining a pro-business, 
pro-jobs business cli_mate of cours·e and keeping 
our costs of running a business down. 

The other hat I wear today of course is a small 
business owner. I am -- again -- as a training 
company familiar in investing and stories _of 
employee·s around the State, of businesses 



• 

• 

• 

124 
law/gbr FINANCE,. REVENUE AND BONDING 

COMMITTEE 

·March 1, 2010 OOOl27 
11:00 A.M. 

,investing in their own training and re.taining 
thei.r employees. We implore 'you to consider 
the pro-intent of these jobs,· to keep this 
great State r.Uniling with the employees that we 
have and of course ·with the businesses that we 
hope to retain. 

We look at :the cost--cutting meas\lres and 
keeping mandates at a minimum. We of course 
support the intent and again the symbolic 
ge~ture of .removing the business ·entity tax. 
And of course not putting in any other mandates 
on these small businesses. We bhank you for 
yo'ur ·consideration and again today for the time 
in submitting our testimony. Thank you. 

REP . STAPLES : Thank you. 

Questions? 

Thanks very much. 

Charles Rothenberger. 

CHARLES RO'I'HENBERGER: (;cod ~fternoon Senator Daily, 
Representative Staples and members of the 
Finance Commid:ee. My name is. Cha!rles 
Rothenberger. I'm a staff attorney with 
Co~ecticut Fund for the Environment and I'm 
here to testi.fy in support of Senate Bill 
number 1 that would preserve and create jobs .. in 
Co:tmec·ti.c'ut. We would also encourage ·paying 
special attention however to promoting the most 
promising jobs ~hich.we believe ~re in the 
growing green sector of the economy . 
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Clearly, with Connecticut'S. unemployment rate 
at· eight and a half percen·t job creation needs 
to be a t:op priority with a pa"rti~ular focus on 
jobs ·that are relevant to today's ecqnomy. 
Connecticut needs to capitalize ori its highly 
skiiled labor force, top research universi.ties, 
and its connections to New York and Boston to 
become a leader in the clean energy and green 
technology economy. 

) 

To .do this we believe t~at job creation in the 
following gre·en sectors of our economy· through 
'the following policies is needed this year. 
I'J,lany of these projects require little or . 
nominal funding. Others like transportation 
and clean water are nece~sary to leverage 
additional federal dollars t·o support green 
jobs in the State • 

We would_ support increasing the pool- o·f 
available funding for energy efficiency 
proje.cts by leveraging private, municipal and 
State dollars. Increasing the amount· of solar 

' . 
power· generation serving homes, .businesses and 
municipalit.ies in the State. Supporting multi
modal transit funding foi rail, bus and 
connections between them. And leverag~ng 
federal dollars and providing const_ruc·tion 
operations, jo:bs and workforce access·. And 

- -
also support sewage treatment upgrades so that 
we can aga'in leverage federal dollars allowing 
municipalities to c::·r.eate storm· water 
authorities to fund clean water act obligations 
currently existing . 
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Increasing sustainable harvest i;n State forests 
··to create jobs .and better utilize .our natural 
resources. Improving brownfield restoration to 
help clean up propert.ies and support economic 
development in some of our stressed 
communities.· ~d creating· a. green .chemistry 
institute to support businesses in creating 
gre.en produc:ts. And there is some legislation 
al~eady moving through the .General Assembly on 
a number of.these issues. I really jus"t bring 
thero to you.r attention .for this port: -- this 
Commi-ttee recognizing that. these all really 
repres·ent incredibly .sound investments moving 
forward. 

So,_for those reasons we certainly support 
Senate .Bill 1 and would ~sk you t·o focus on the 
above policy solutions to effectively grow the 
economy and keep Connect·icut a world-c.lass 
place to live and to conduct business. ·Thank 
you .. 

REP. STAPLES: Thank you very much. 

Any questions? No?· 

Thank you for your test·imony. 

·senator Debicella and then we' 11 have Chris 
Phelps. Did -I hear Chris Phelps is here? 

SENATOR DEBICELLA: Mr. Chairman, Madam Chairmap, 
it '·s go0d to be in front of the Finance 
Committee. Greetings from Appropriat.ions . 
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REP. STAPLES: We're not ·going to put you under oath 
although. I'm -so tempted. 

SENATOR DEBICELLA: Thank you. I'm here just to 
test:Lfy on S.B. 1 which I think has some 
commendapl,e phrts to it -but sot:ne troubling 
parts as well·. "First is, fully supportive of 
the eliminat:ion of the business entity tax. 
It's something that we've all talked about in 
previous sesJ;;ions. · It i.s a nui.sance tax 
especially on small businesses. 

I would encourage the Committee to -- mostly 
for logiStical reasons in talking with DRS to 
try eliminating it for everyone. I understand 
the desir.e to do it. for small businesses but in 
talking· with them it is a logist·ical nightmare 
to st·art to say who has to pay the tax and who 
doesn't . 

Also very supportive of the idea of the loan 
furtd which I think is a way that government can 
really help small bus~nesses starting out. 
However, Mr. ~nd Madam Chairman very, ve.ry 
troubled by the ·section o.f the bill that seeks 
to· pay for ·these by raising taxe·s on -- on 
Fairfield County quite frankly. Is right now -
- in Connecticut half of our income tax· comes 
from 70,000 taxpayers many of whom. are in the 
fin~ncia.l services industry. 

And by the State putting a constitutionally 
qu~stionable surcharge on financial services 
professionals the end result is going to be · 
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they're going to. move out of State. Many of 
these folks work in New York and could very 
easily simply move there. And by adding this 
additional tax which New York does not have, 
the end result is going to be the ·middle class 
is going to have to make up the differe~ce as 
the_y leave the State. ~f you actually think 
about just ·70, 000 families -·- even if you get ~ 
couple h:undred families who leave the State 
because of this, it is going to devastating for 
the middle class who has. to make up that tax 
revenue. 

I'd submit t.hat by our Committees working 
together we can find a better way. There's 
actually a number of spending cuts that have 
been proposed on both'sides of the aisle in. 
Appropriations that could pay for· this. 
Senator: Slossberg has correctly pointed out, we 
have seven layers of management at DCF which 
can easily· be eliminated that wo:uld pay for 
this. We've propose·d diffe~ent agency 
co~solidations and there's been numerous 
permutations. to reduce overhead~ 

The proposal that, Human se·rvices is hearing 
next week to actually shift mor.e of our DDS 
homes to the not-for~profit sector could have 
th~ result of. savings upwards of $100 million ··a 
year. ·The list goes on and one. So I would 
simply encourage us. to take the good parts of 
this bill without relying on a tax increase to 
pay for them and ·I think our Commi t_tees w~rking 
t_ogether can figl.lre out a way to do that. 
Thank you . 
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Any' questions? Representative Candelora. 

REP, CANDELORA: Thank you, Mr. Chairman. 

I just have one -- one question on the business 
entity tax because it sort ·Of hit me. You were 
talking apout how we would .apply it anO. I think 
it's well intentioned and I certainly would 
like to see us eliminate .the ta:x as well.. And 
I don't :know' in your dis_cussions if you got an 
answer for basically how th~ exemption would 
apply. 

I mean, for instance -- I believe -- I think I 
just received a bill for my company to pay that 
tax and I think wh.en we discussed this last 
ye.ar these biil:~ go out on a rolling basis so 

·how would we. be able to tie in the exemption to 
the measurement for the exemption which would 
be, you know., January 1,. 2011. And I don't 
know if that came out of any discus-siQns you 
might have had. 

SENATOR DEBICELLA: With DRS specifically; . 
Representative? 

REP. CANDELORA: Correct. 

SENATOR DEBICELLA: Yeah. In: talking with DRS they 
hav.e said t'hat they are going to have to· add 
headcount to do exactly what· you're talking 
about because i.f we' re going to sa,y we' re going 
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to .apply t_h;is. tax to some bl;ls.inesses b:ut not 
others .and the fact that it goes out on a 
rolling basis depEmdi!J-g on when they 
incoz::porated. They're actually ~oing to have 
to hire a he.adcount to go through people' .s tax 
returns. 

I 

And so. -- business tax returns for LLCs, S . 
cori>s .and s~y ~eez these ·guys have more than 
5.01 ooo· or less .than $501 000 in income per year o 

And I don't have an estimat·.e. I don't have the 
old. 'bill in front of me about how many people 
that might re9Uire. But it's go·ing to cost·, 
you know, some money .if we don't eiiminate the 
tax in its entirety and apply it to some but 
not others'. 

REP. CAN!)ELORA: And I ·I just· appreciate you 
pointing that out because as this bill moves 
forward we certainly want to make it as simple 
as possible .. so maybe there' s a way that we 
could streamline this so that we would be ·able 
to realize the: exempt~ons. Thank you for your 
testimony. 

REP. STAPLES: Thank you. Any further questions? 

~hank you, Senator. 

SEN~TOR DEBICELLA: Thank you, Mr. Chairman. 

REP STAPLES: Mark Policki fol.lowed by Carmen Saez 
anO. then Bonnie Stewart . 
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SENATOR. COLAPIETRO: Thank you, Mr. Chair and. Madam 
Chair. I appreciate the --'I'm only up P,ere to 
not testify but to support my small businesses 
and my small.· business friends. And I' '!ll here 

· wi"th my constituent .from my district to. have 
him tell you. some of the horror stories that I 
trust that. you will make a proper decision when 
you do come out with the bill. 

MARK POLICKI: ~h.ank you, Senator Colapietro. I'd 
like to th~nk you all for having me here and I. 
don't know if I'd they are horror stories but 
it -is somewhat ~ough these days being in small 
busil:!-ess. i: own two small.businesses in the 
.State of Connect-icut;_. a small real estate 
holding company· and I run a dry cleaner's and 
tailors; Bristol Cleaners and Custom Tailoring 
on Main, Street _in Bristol for four years now. 
It's my every day job . 

And I think one of the horrors Tom is talking 
about is I recently gave up my home -- my 
apartment of 17 years to try ·and keep Bristol 
Cleaners in operation. It's a combination of 
the.way the economy is·now and especially 
downtown Bristol is not an easy place to do 
busine~s·. 

So, I made the decision to -- to cut costs in 
my living area to -- I can subsidize the losses 
a little bit longer in Bristol Cleaners to see 
if we can get out of this economy and back. into 
a situation where the business is making a 
prof i't again . 
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It' s· a very -- it's very important to me t:o 
keep that business. It,. s -.- frankly 'it' s the 
:best job I've ever had. I've been -- like I 
said, doing it for four yec;~.rs.. And before I 
came I spoke with a number of other· small 
:business owners in the City of Bristol and we 
discussed this bill, S.B. 1 and unanimously 
ev:eryone supports it. . ... 

I think tha
1
t anything you can do to help small 

businesses in Connecticut is a .good thing. And 
I don't ·see any bad points in this bill. They 
can all help. Even if it's just a littl·e bit, 
it's a·little bit of help that we. dotild all 
use. 

RE.P . STAPLES : Thank you. 

MARK POLICKI : You' ·re welcome . 

REP. STAP-LES: Any.qu~Sitions? 

Thank you for y~ur te~timony. 

MARK POLICKI: My pleasure.· 

~p. STAPLE;S : · Thank you .. 

SENATOR DAILY: And. thank you for waiting so long. 

REP. STAPLES: Carmen Saez. 

MARK POLICKI: You're weldome . 
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REP. STAPLES: Bonnie Stewart and then is Chris 
Phelps back? There he is. Okay. 

CARMEN SAEZ: Good afternoon. My name is Carmen 
·Milagro Saez. 'rhis i_s my first time before 
this Committee. I'm a littl.e nervous because . . 

I'm usually ·spoiled iii the other committees 
t_hat I'm used to. So, I'm a civil rights 
activist. I'm from Connecticut my entire life. 

I'm going to broaden my civil rights because I 
pretty much won everything· I ever really wanted 
so now I'm just ·done with -- you know the main 
issues and now I have to focus on tp:e State and 
what's best for the· entire State, [inaudible] 
petty issues·-to the side, as to what'.s good for 
both sides rich or poor, big business, small 
business, and what's· good for the State of 
Connecticut- along with our country. 

I'm_ here_ t·o support B-il1 1. I believe it is 
sponsored by -Senator McDonald. I'm- not sure. 
Is that true? -:Yeah? Nobody stop me? Yeah? 
Okay_. All right.· 

SENATOR DAILY: He's one of the sponsors. 

CARMEN SAEZ: .And the reason- I'm here to -- to -- . 
I'm sorry· -- I'm sorry -- I'm a little -- I'm 
not used to this for this place. I never 
touch the money issues so this is a :big deal 
for me. -I usually de~l with just civil rights . 

000136 
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REP. STAPLES: Because we deal with money doesn't 
mean we' re not nice.. You can go al;l.ead. · You 
cart relax. 

CARMEN ·SAEZ: Okay. I'm sorry. 

REP. STAPLES: That's all right. Just take your 
time. 

C~EN SAEZ: Okay. So .basically :t thin~ $250. 'to 
help .small . bus·ines·ses i·s a good start. It' s 
not the only thing we can do but ·it's a good 
start and the right di"rection. I think that 
the big businesses don't r~ally need that. 
Th~y're big businesses for a reason. So·we 
need to focus on the small businesses ·because 
they're small businesses for a reason and 
they're·in dire need of our help . 

I think that we should get the money from the -
- the -- from the taxes of ·the bailout's. I 
mean they·' re lucky that they didn't get a 
[inaudible] for all that fraud. ·and stealing 
from ge'tting all the money after they c'ried 
wolf and they had the nerve to say they needed 
money b.eca·use the economy was? going ·to collapse 
and then they took the money and they gave it 
to themselves. 

It was pre·t·ty embarrassing and Connecticut took 
a big hit for that not knowingly. And we're 
still suffering froll) that and I'm sure tomorrow 
we could pull Connecticut through this time so 
tha.t we can get to where we got to get to. And 
move forward to the future. So the most 
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important thing is the small businesses. It's 
a ·much. ~ pa:r.:t of ·this State as the maple trees, 
as the four seasons. 

And so ±t' s very important for thi.s State that 
we never fo.rget the little mom and pop st:ores 
and -- whether it be a grocery store or a 
little furnit·ure 'store or a candle. store or a· 
jewe1ry store. Whatever. It doesn't matter. 
Those lit::tle stores, al:l of them, their 
personality. They bring jobs and they're very 
special .. 

So·, I'm sure. this won't be the firs.'t time I 
come here but you can tell Appropriations I'm 
not g:oing to visit them because I know that 
everywhere I'm going they want.to tell me· that 
I'm makirig the rounds. 

SENATOR DAILY: Okay . 

CARMEN SAEZ: I'll make sure that they help you. 
Thank·you. 

SENATOR DAILY: Thank you, Carmen. 

Are there any questions for Carmen? ~ice. to 
meet you and see that wasn;t bad was it? 

CARMEN SAEZ: No. I was a little nervous but I did 
good. Thank you. God·bless. 

SENATOR DAILY: Bonnie Stewart. followed by Chris 
Phelp·s . 
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BONNI:E STE;WART: Good -afternoon. My name is Bonnie 
Stewart .and I'm Vice President of Government 
Affairs for the Connecticut Business and 
Industry Association. I appear before you 
today·to testify in support of sections one and 
·four in the bill before yqu regarding small 
businesses.. Those sec-tions allow for 
elimination or waiver of the business. entity 
ta.x; f·or certain ~ma,ll businesses as well as set 
up a.revolving loan fund. from the DECD for 
those small businesses as well. 

Oftentimes· CBIA is ref·erred- to as big busines.s 
but actually 90 percent of our members have 
fewer than ·50 employees and one of the.things 
that we hear frequently from the empl.oyees -
or smali employers right now is the fac·t that 
they .have to pay the bu~iness entity tax 
whether they have any income or not. And 
that's always a sore point for the.m.. And the 
other thing is the problems in terms o.f their· 
ability to get credit right ·now·. So we view 
botb sections one and four_ of this measure as 
positive in the sense that i,t could help some 
of t~ose small businesses e·specially in these 
economic challenging t·imes. 

The othe·r me.asure i.n here is the TARP issue and 
tha't·'' s something that CBIA opposes. for al.l the 
reasons ·you heard earlier today-. 

SENATOR DAILY: Ok~y. Great. Th~nk you very much. 

Are the·re any questions for Bonnie? 
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And we can try Mark -- or Chris :Phelps again. 
Third time'·s. a charm, right? 

CHRISTOPHER PHELPS: That works. And I apologize 
for being called out of the room earlier. 
TJ,'l.an.k you t;or fitting me in here at. the end. 
Senator' Daily and members of the Committee, my 
natne is Christopher Phelps. I am the Director 
of' Environment Connecticut. We'. re a member
supported. statewide environmental advo.cacy 
organization. 

One of our top priorities in 2010 1s the 
promotion ofpolicies that can help create and 
retain j·o:Ps in Connecticut. And our· -- our 
organization's-primary ·area of focus is the 
creation and retention of jobs in industries 
serving Connecticut's growing clean energy 
economy. ~d we do applaud the Commi t.tee for 
taking on t.his· issue and thi·s job focus 
legislation • 

. I've offered written testimony and comments on 
additional policies not necessarily contained 
~n the bill before you but that we do believe 
would be complimentary. And I won't go. into a 
·blow ·by blow of all of it. Excuse me. But 
just note· a few of the areas. 

We identified, for example clean energy jobs 
proposals .. authorizing local municipalities and 
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region -- regional groupings of municip~lities 
to·creat~ lo~ally funded, bond funded programs 
to create revolving loan pools for cle~n energy 
installations and energy efficiency 
i~provemep.t_s primarily se_rving local, 
residential, and small businesses ac~oss 
Connecticut·. That is policy very much· 
complimentary to the bill before you as it 
wou:J,.d stimulate programs that help reduce 
en~rgy cost.s for homeowners and small 
businesses in ConnE;!cticut and also would 
support job cr~ation in everything from 
weatheriz-ation c·ompanie_s ·to solar _installers 
~n9 local companies acros.s the State. 

·we've also t·alked in our testimony about the 
creation of -- of .a small agricultural farm 
training and infrastructure program that can 
leve:rage a,va.ilable federal m~tching ~unds to 
invest in agricultural workforce training 
programs and capital investment for 
~g;r::icultura·l community :i.n Connecticut. 

We also talk in our t.estimony about s·imilar 
opportunities when it comes to putting a 
[inaudible] scale f.or incentivizing job 
creation in programs that -- i-n loc.alities 
served by bus and rail transit in Connecticut 
to create i'f you will transit oriented job 
development in Connecticut. And finally 
investment in clean water funding and 
specifically. qne-area would be authorizing 
local· storm- water authorities·. .And there are a 
few around the State that [inaudible] a pilot 
program. Authorizing them to issue bonding to 
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implement c.lean water .infrastructure -- storm 
water infrastructure programs in Connecticut. 
In a nutshell those are the areas that we speak 
in our tes_timony. 

The bott·om line is. obviously this year our 
number one p~iori ty · whethe·r you' ·re an 
environmental advo.cate, consumer advocate, a 
busi~ess advqcate, a health advocate, a . 
legislat·or is policies tha.t help C.onriecticut' s 
economy recover _and create jobs. And we offer 
respectfully. these proposals for your 

·consideration. 

I'd just also like to just note one other thing 
as someone whois been formerly a small business 
owner in Representative -- Senator Daily's 
district I was looking at the le_g±slation here 
regarding small but:~ines·ses. And I: am a former 
small business owner because my ~mall business 
went belly up years ago. So I applaud you for 
trying to take on the task of helping small 
businesses. Thank you. 

SENATOR DAILY: Thank you very mUch, Chris .. 

Are there any questions for Mr. Phelps? 

And is the.re ariyb.ody here who want.ed to t.estify 
and did not sign up? Move we adjourn? Did you 
want to say something? 

REP. ALTOBELLO :. Actual-ly I had some questions that 
I wanted to ask you earlier ·--
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REP. ALTOBELLO: While Senator Williams was 
speaking, however I understand he had another 
·co"q~.~itment and.had to leave a little bit early. 

' .. 
But.I think perhaps it could be answered by the 
·staff as appropriately. If I just may take a 
moment or two to get technical on the bill? 

SENATOR D~ILY: You certainly may. 

REP. ALTOBELLO: Thank you, Madam· . 

. I think we testimony that confused me. So I 
was looking -,.... I can,. t ask you about the 
legislative intent but I'can ask you about the 

-Scribner's intent perhaps. In iine 33 on the 
bill we'd' bad ·some testimony regarding wh,ich 
y.ears the tax. would be. a_pplicable to -- which 
tax period years. B.ut when we get to line 33 
we've got the or in there and it seems to me 
that instead of a two year window we might have 
a -- excuse me .;,_ a three year window on some 
of :thi·s money? Tl}rough you, Madam Chair, :to 
the staff. 

ANNE BRENNJ\N-CARROLL: Representative,_· that should 
be read in concert with lines 62 to 63. The 
issue here is i.f yoU're per'forming work in 09 
to get the bonus in 10. It's just those two 
years for the 10 and 11 taxable years. The 
concern was whether the wc;>rk performed in 09 
was reco.gnized in 10 then it would be subject. 
to 'this. If the work performed in 1.0 gets a 
bonus in 10 or 11. If the work performed -- I 
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think that's it. Work pe_rformed in 11 gets a 
bonus in i1. We're trying to keep it to two 
years with the ~nderstanding that bonuses are 
soJDetimes paid, out in March for the preceding 
year;s work. 

REP. ALTOBELLO: And if I may -- regarding line 41, 
it has to do ·with what the.meaning· of" is is I 
guess. A TARP .r:ecipient such a~ AIG who is 
wind.ing down and selling subsidiaries and so on 
and so forth and has sold ·a bunch is t-rying t.o 
sell some other ones. How doe~ this provision 
apply to a pe_rson who worked for a company' that 
was formerly with -- let' ·s_ say under the AIG 
umbrella? 

JUDITH LOHMAN: I don't exactly know about AIG. It 
-- the affiliated gro~p unqer the federal -
under ·the internal ·revenue _code to be par.t of 
the affi.l_iated group the corporation has to be 
80 percent owned by the_affilia~e. So like the 

. parent or the other co:r;-poration. 

REP. ALTOBELLO: .I'm not talking --

JUDITH LOHMAN: I guess if AIG sold a .Piece of 
itself to say Numoro or something in Japa~ then 
it's probably not a TARP recipi~nt anymore and 
then Num:oro gives the empl_oyee a bonus. It 
wouldn't be covered by this. 

REP. ALTOBELLO: .I'm not .specifically talking :about 
that. I I m 

0 

·t_alking about someone who worked for 
a subsidiary- of AIG. And which subsidiary is 
no longer a subsidiary of AIG . 
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JUDITH LOHMAN: t ~uess it would depend on which 
entity gave the person the bonus.· 

REP. ALTOBE~LO: AIG. The AIG -- Hartford Steam 
Boiler is one ·of 80 or so insuran~e companies 

.that makes up AIG being basically an insurance 
company~ ~mmediately after they got into 
trouble one of. the things they started to c;io is 
sell off assets. The.re was one: at :Bradley with 
an air jet leasing operation there, and 
Hartford Steam Boi~~r. I think Steam Boiler 
still may be und~r· the umbrella. Of course we 
the.taxpa:yers now own 80 percent of.that 
company. 

But the question is on timing. and perhap·s 
instead of keeping goi:g.g on .apd.on I have just 
may:pe one CNick one and then l can maybe meet 
with sta·:ff and -- one of the -... one of the 
major things is this tax -- this bonus tax is 
it taxab.le f.rqm dol1~r one? 

juniTH LOHMAN: Ye·s . 

REP. ALTOBEL~O: It is. So, we're not .creating a 
cliff h,ere in that the -- if, anyone receiyes a 

·bonus in this-- whatever time frame this is 
not only the bonus itself but the base salary 
or whatevez:: they make interest on, bank 
accounts or every -.., any other kind o.f income 
that they happen to have -- rental, anything _ 
thatis reported.would be taxed at this higher 
rat.e. Is that correct? 
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JUDITH LOHMAN: No. Just the· bonus. Just the 
bonus is taxed at a higher rate. 

REP. ·ALT.OBELLO: Let me ask the question-again then. 
Are we -- so if someone .gets a $999,000 bonus 
there's no additional-tax? 

JUDITH LOHMAN: Correct. 

REP. ALTO:aELLO: Bu:t if you get tha:t one dollar 
extra that flips you into the million dollar 
bonus you''re then taxed on the whole million. 

JUDITH LOHMAN: Correc;:t. 

ANNE. BRENNAN.-CARR0LL: Cor·rect but just -- just the 
bonus. 

JUDITH LOHMAN: Not ~11 your o"ther incom·e . 

REP. ALTOBELLO: So there's a cliff there in other 
·words. 

,AlfflE BRENNAN..,CARROLL: There·is. Oh, that cliff. 

REP. ALTOBELLO: The big cliff. 

JUDITH LOHMAN: The big bonus cliff. Yes. 

REP. ALTOBELLO: Thank you. 

Thank you, Madam Ch~ir . 
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Arid' I -- if you d_on'·t_ mind hanging around I've 
. . 

·got maybe a couple of questions that I could -..: 
thank you.-

SENATOR DAILY: I .don.' t see anybody E;!lse with any 
questions. There's just three of us. Five of 
u~. I didn't see yo.u. Okay. I guess we'll 
adjo\].rn the meeting. Thank you . 
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House Republican Leader Lawrence F. Cafero, Jr. 

REPUBUCA!'!! ~ER 

Regardirig Senate Bill I, "An Act Coii.ceming_the Preseryatio~ aild 
Creation ofJobs in Conn~cticut." · 

Before the Finance, Revenue and Bo~ding Committee 

Good morning CbairWo~ Daily and Chairman Staples, Ranking Members Roraback and 
Candelora, and Members ofthe Finance Committee.· I am hereto testify on Senate Billl .. An 
Act Conc;:eming the Preservation and Creation of Jobs in Connecticut. .. 

- 0 • • • 

I thank the committee for siilgling out this bill in a way tbllt highlights the importance of the 
creation and preservation of jobs this session. I view this bill not. as a Senate bill or a Democrat 
bill or Senator Williams' bill. This is a bill with some good, ideas that h,elp ~o address th~ most 
critical problems of our state. And, the public needs to: see that th~ are ideas our two parties and· · 
-the Governor ·agree on. For us, the ~ey is to focus on ·the areas of agreement, rather than getting 
~ught up in and wasting time on our differences. 

There are basically three proposals in this bill; two of w~ch I support and one that I believe we 
don't have. enough infonnation for me;: to be able to take a position .on. 

S.ection ."1 of SB 1 -is a two-year moratorium of the Business Entity Tax that applies to companies 
that earn $5Q,OOO or l~s and keqJ at least one person einployed-for eight months. The Ho'!lse 
Republican Caucus has a history of proposing the elimination of the Business Entity Tax, since it 
was first enacted in .2002. I fully support this proposal; however, .I hope the Committee would 
COI1$ider in~B$ing the jncome Uu"eshold .to $75,000 or $1 00,000,_ as this economic crisis·is 
taking a toll on all busmesses, not just the sin~lest ones . 
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To stay on a positive note, I am going to. skip- to s·ections four and ·five of the bill. The Hous~ 
Republican Caucus submitted t;he same:concept when the session began. Govemor'Reil aiso 
submitted a similar proposal. These sections make dfrect loans to and provide loan guarantees. for 
~1 businesses. Many businesses·reiy ·on cr~t so that they have the money up front to pay for 
costs associated with.producing goods, while income.may be slow. ·unfortunately, credit markets 
are Still very"tight, and mr ~tiative.lUce this could. tnlly be the difference in whether some 
businesses decide to keep their doors open or close for good, ~ding to. the growing number of 
Unemployed. 

With tegard to Sections two and ~. J'm:not prepared to ~e a· JX>Sition on the 
T~-company b9n~·tax.because·there is so much thahve still don't know. First and foremost, 
we don't know if this propos~ is ~nsti~tional. Addi~onally~ we don't know how many people · 
are affect~ by it. We don't know how inuch revenue it would bring~· We don't know for sw:e 
how to ·distinguish betWeen clifferent types of compensation aceording·to our law. Fortunately, 
·this tax increase is not essential to the title of the bill, nor. does it reflect what should be the 
priority of this .legislature·- creating ancl preserving jobs. If it 'is the will of the Co~ttee, you 
can still debate the bon"iis tax a8 a separate bill; it doesn't have to jeopardize the other pieces, 
where there is broad agreement. · 

T.haJlk. you .for the oppottunicy to testify on this iinportant issue. The House Republican Caucus is 
ready to work With this· COinmittee and members .on both si~s of the aisle, in b<)th chambers . 
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CONNECTICUT AFL-CIO 
56 Town ~ine Road, Rocky Hill, CT 0~067 

860-571-6191 fax: 860-571-61.90 

Testimony before the 

Finance,· Revenue and Bonding Committee 

Monday, M;arch:l•, 2010 
. . 

Senator Daily, Representative Stap.es and members of the Finance, Revenue and Bonding Committee, my name 'is Lori Pelletier and 
:X serve as the Secrew:y~Treasurer of the Connecticut AFL-CIO, which has over 900 affiliated local unions representing the working 
men ~d women from every one-of our 169dties and towns, and am:here to ~t:j.fy in favor ofthe following bills. · 

S.B. No.1 AN ACI CONCERNINq THE PRESERVATION AND CREATION OF JOBS IN CONNECfiCUT. 

We ~pplaud Senators Willlams and Looney: ·and the co-sponsors of this ¥lation. COnnectiait workers are looking to the J.c:gislatgte 
for leaderihip o~. aeating' jobs~ ~d SB 1 is one of the answers. TQe problein we face ~ massive job losses~ rapid techJ:lological 
ch_ange, global competition and stagnating wages and benefits have left todafs work~ and their families with anxiety and 
uncertainty ·about their prospects for good jobs and upWard mobility. We need greater systematic public investment in education and 

I . . 

skills-development programs linked .to eeonomic policies that support high-wage job aeation, improved living standards· and stronger 
rkerb 

. . I 
WO argamJDg power.. . 

To solve .this we must expand suppo~ for career and technical education anhe high school.level, and call on Congress to retool and 
modemize the Wagner-Peyser Act to establish.a stronger federal-state partnership that can· make available (through online -tools·and 
counseling services) acc:Urate up-to-date information about job vacancies, labor market trends, em.erging careers, requirements for 
skills, education and aedentialing and the availability and quili.ty of education and training programs in communl.ties.: 

We must urge Congress to pass a federal jobs training initiative to get Americans back to work quickly in high-growth sectors, while 
aeating career p~ths so incwribent 'Workers can upgrade their skills and advance into quality jobs with family-sustaining·wages and 
benefits as well as call on Congress to. reauthorize the Trade-Adjustment Assistance (fAA) Act. A gready improved version ofTAA 
was enacted in the 2009 ARRA, but it 'expires on Dec. 31, 2010. Unless Congress takes action, TAA will revert to its weaker version 
~d then terminate completely on Sept. 30, _2011. . · 

SB 1 calls for a tax on those s,tate income tax rates on the very rich or limit'some of the available deductions, exemptions and credits 
that the highest paid' taxpayers are able to claim. According to the Center on Budget.and Policy Prioi:iti~, if every s·tate with a · 
personal income taX were to pass a 1 percentage· point inaease in the tax rate.f9r.households with incomes greater than $500,000 per 
year, as much as J8 billion oould be ~ed. In lateJanuary.2010, Oregon voters passed. a ballot initiatiVe raising taxes on household 
incomes at or above. $250,000. The funds .generated from this tax inaease 01;1 the very rich will be used to pay for education, health 
care,. public safety and o~er s~ces. 

~lays the groundwork fo~ Connectiait to step up and take on this economic. challenge by devoting inaeased tax revenues into 
retooling our education and training oppQrtunities for our workforce. Connecticut's workers need this legislation, small business 
owners· need this legislation and our ~ need this legislation. Thank you to·the Committee for holding this public hearing and if 
you have ·any question I'd be happy to address them.. 

PRESIDENT GENERAL VICE PeterS. Carozza,. Jr. Thomas ·Ledoux Michael Petosa 
John W. Olsen PRESIDENT Everett Corey Mike Livingstone Ronald Petronella. 
ExECuTIVE VICE Brian Petronella Ben Cozzi Dwight Loines Robert Proto 

PRES! DENT VICE PRESiDENTS 
Dik Days Kevi'n Lynch Carmen Reyes 
Kenneth DelaCruz Steve 'MatthewS Robert Santo 

Salvatore Luciano John A. Altieri John Dirzius J61:1n McCarthy Edward Sasso 
.SECRETARY-TREASURER Linda Armstrong Mark Espinosa ·Jeff Merrow Ray Soucy, 
Lori J. Pelletier . 

Tammie Botelho Bill Henderson Jean Morningstar Paul Wallace 
Thomas Bruenn James Howell Charles Page Kurt Westby 

ExECUTiVE SECRETARY Peggy Buchanan Clarke King Sl:laron M. Palmer Thomas "Wilkinson 
LeoCaniY Wayne J. Burgess Elizabeth Kuehnel Steven Perruccio 
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Written Testimony of Christopher Phelps 
Envii'onm!mt Connecticut Program Director 

Before the Connecticut General Assembiy Finance Gommittee 

.Monday, March 1, 2010 

Supporting Senate Billl, AD ·Act Concerning The Preservation And Creation Of 
Jobs· In Conn~ctic1,1t. 

Senator Daily, Representative Staples, and members of the Committee:: 

Oil behalf of Environment Connecti~ut, I am submitting this testimony supp9rting SB t'. 
Environment Connecticut is a s~tewide, member~supported non-profit environmental 
advocacy organization. One of our top priorities in 2010 is promdtion of policies ~ c~ate 
and retain jobs in Connecticut's clean· energy economy. We applaud the committee for 
considering this job~ focus~ legislation and offer the folloWi,ilg.additional policies for . 
yoqr consideration. Theseproposals·wotilCi supportjob growth in clean energy and other 
sectors promoting a clean, healthy environment. 

Clean Energy Jobs: 

Authorize creation of bond-funded municip.al clean energy and energy efficiency 
loan funds. Such a program, modeled on successful and innovative ''Property 
Assessed Clean Energy'' (PACE) .initiatives in jurisdictions nationwide involves 
creatio~ of revolving loan pools at the municipal and regional level. Such loan 
pools are funded thrOugh municipal bondUig an4 used to offer low•interest loans 
to local homeowners and small businesses investing in cleim energy systems and 
enerw·efficiency improvem~ts. 

Such programs provide the d~ economic benefit of cutting energy bills for 
residential and. business customers and promoting the creation· and retention of 
local jobs iii Clean. energy businesse~ ... 

Agricultural Jobs: . 

;Establish a Farm Training & Infrastructure Match Program tQnded with a 
combined $1 .. 5 million in state bond funding and prioritiz~g programs eligible for 
federal matching funding. The program would provide grants supporting 
agricultUre workforce training and.c~pital investment benefiting Connecticut 
agricultural producers. · 

Environment' Connecticut is a nQn-proflt, member~supponei environmental advocacy organization 
working for clean air, clean water and open spaces. · 

www- EnvironmentConnecticyt. or.g I www.(acebook. com/EnvironmentConnecti~t 
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Transit-Oriented Jobs: 

Requite the Department of Economic & ~ommunity Development and 
Connec!icut Development Authority to prioritize granting of tax credits, business 
incentives, loans,. etc., to businesses expanding operations and lUring employees at 
job sites locate.d in proximity to existing bus and .. rail transit lines. 

Clean W~ter Jobs:: 

Enable municipalities :to create stormwater authorities to fund"measures to reduce 
stonnwaterpollution and meet Clean Water Act obligati~ns. 

Support investment in sewage .treatment plant and :infrcu;tructure ~pgrades. Such 
initiatives·cr¢ate and retain local jobs, reduce pollution flowing into the state's 
waterways and Long Isl~d SQund, and can levera~ avail11ble federal funds. · 

We urge the legislature to suppo~ legisl~tive proposals such as these that can stimulate 
growth ofjobs in business: sectors thatbenefifboth the state's environment and-economy .. 
Thank you agaj.n for the opportunity to offer this testimQny and comments supporting 
Senate ·am 1. 

Sincerely, 

Christopher Phelps 
Program Director 
Environment Connecticut 

......__ __ _ 

• 
.· 

Enviro"'men_t Connecti~t is a non-projii, member-supported environmental advocacy organization 
working for clean air, c:l~an water and qpen spaces. 

wMiW. EnvironmentConnectieut.org I www.facebook. com/EnvironmentConnecticut 
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Save the Sound~ 

Testimony of Connecticut Fund for the Environment 
Before the Finance Committee 

March 1, 2010 

SUPPORTING Senate Bill 1 . AN ACT CONCERNING THE PRESERVATION AND 
CREATION OF JOBS IN CONNECTICUT 

Charles Rothenberger, S~aff Attorney 

Connecticut Fund for th~ Enviro,n.,ent ("CFE 'J is a non-profit environmental organization With 
over 6,500. members statewide. For thirty ye,ars •. CFE has used law, science and education 
protect and preserve 9onnecticut's n.atural resources. · 

Connecticut Fund for the Environment SUPPORTS Senate Bill No. 1 that would 
preserve and createjobs in Connecticut. We alsO encolirilge the bill to pay special attentio~ to· 
the promoting the most promising jobs, which·we believe 1lfe in the gro~ing "green sector'' of .. 
the-economy. · · · 

With unemployment at. 8.5% in Connecticut, priority number o~e. 'is jobs -- and m· 
parti~lar, good jobs'·that are,relevant to· today: s economy. CT needs to· capitalize-on its highly 
skilled labor force, top research universities and connections to New York and Boston·to·become 
a leader in the clean energy and green·technology.econoii;ly. To do this, we believe that job 
creation in one or· more of' the following green sectors of our economy through the following 
po~cie8 is needed this year. 

. . 
Many ofthese-ptojects require little or.nominal funding. Others, like transportation ~d 

c.lean water are necessary to leverage additional federal ~oliars to suppo~ green jobs in the state. 

EQergy E:ftici~cy and Renewables . 
· ../. Increase the pool of available funding for energy efficiency projects by. leveraging 

private, municipal and ~tate dollars, 
../ increase the aniount of solar power generation serying homes, businesses and 

m~cipalities in Connecticut 

Job anf!Econom,ic Benefit: Every million dollars invested in energy efficiency 
programs creates an average of41 jobs for electric, 45 for natural gas and 48 for·oil 
and ""espectively contributes $5.70, $7.00 and'$7.10 to the state.Gross State Product 
fot every dollar invested. Using new program money in a way that attracts renewable 

ConnectiCut Fund for the Environment and Save.,the Sound 
142 Temple Street • New Heven. Connecticut tJ8510 • (203) 787-0646 

www.ctenviionment.org· • W'NW.ssvethesound.org 
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enes:gy technology manufacturers tothe state wo'Ul<tprovide additional long-term 
benefits. 

Transportation . 
./ Multi-modai transit funding for rail, bus and connections between them leveraging 

federal.dollars arid providing co~truction and operations jobs and. workforce. access. 

Job 4"d Ecqnomic Benefit: Every million dollars invested in mass transportation 
creates 35 jobs and saves workers time "and money. The bulk of the jobs would ~e 
construction initially, followed with continued· employment for op.etators, ·mechanics, 
administrative staff and new jobs created by ancillary services, etc; 

. Clean Land and Water Investments 
./ Sewage· treatment upgrades to leverage federal dollars, create quality jobs and support 

:municipalities. . 
· ./ Allow municipalities to create stormwater authori,ties to fund clean water act obligations . 
./ Increase .sustainable harvests in state forests to create jobs and better utilize resources . 
./ Brownfields Restoration. to clean up properties and sUpport_ economic development~ 
i/ Create green ~hemistry institute to support ~usinesses in. creating green products. 

Job and.Eclmomic Benefit: Every million dollars invested in upgrading water 
treaiment infrastructure. creates at least 10 new, direct, jobs: Additionally, 
investments in lower cost alternatives, like-green-infrastructure and LID stormwater 

. manag~nien~ strategies, hav:e the .~tential to grow a new industry oflandscape 
architects, ·Stormwater engineC?fS, ~ infrastructure. qevelopers here in Conn~ticut. 
Not only do both types of inv!i'Stment create jobs, they support local businesses and . 
tourism by providing the clean w~er needed to open beaches and shellfish beds. 
Help retain 20,000 agricultural jobs, generate mor~ than 300 new forestry-related jobs 
and create aqditio~l jobs in habita~ restoration and brownfield remediation. 

·workforce Development . 
./ Increa'se opportunities aild incentives fur training for in-deniand green jobs. 

We ask ·the legisiature anc:l GOvernor to pass a meaningful bill this year to' position CT to 
cop1pete in the green economy for today and the future. 

For the above reasons, we SUPPORT Senate Bill No. 1 and ask the legislature to focus 
on the above policy salutions that will most effectively grow the .economy and keep Conned:icut 
a world class place to live and conduct business. · 

Connecticut Fund for the Environment and Save the Sound 
142 Temple Street • New Have,. Connecticut 085.10 • (203} 787-0646 

Wllliw.ctenvlronmeiit.org • .www.saVet~sound.org 
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TESTIMONY 
CHRISTINE MANSFIELD 

LEGIS~TIVE COMMITl'EE CHAIR 
QUINNIPIAC CHAMBER OF COMMERCE 

BEFORE THE FINANCE COMMITTEE. 
MARCH 1, %010 

. \ 

R:E: SB-1, AN.ACT CONCERNING THE PRESERVATION AND CR:EATION.OF JOBS IN 
CONNECTICUT. 

The Quin~ipiac CJtamber of Commerce supports the ioteot of SB-1, to p~e and create jobs in 
Connecticut. Since March 2008, Conn~cut has lost 94,500 job5."'tJiven the job losses and high 
unemployment rate, creating·a more competitive business climate-that nurtures and suppoJ!Sjob growth. 
must be a top priority this· year. 

; 

Connecticut's tax policies are ceitilinly a factOr in how competitiv~ Connecticut is. with other states. We 
therefore support the provisio~s io the bill which eliminates. the Business :Entity To. for certain 
LLCs, LLPs and other pass through. entities. However, we believe the tax should~ eli~inated in its 
~tirety. When the bu5iiless entity tax .\vas adopted in 2002, it was understood that thi!l was a short-term 
fiX to address a looming budget.detick But now, small businesses are facing turbulent economic times 
and need our help. While $250 doesn't sound like a lot,_repealing what is considered a nuisance tax o~ 
small b~sinesse5 would shine a spotlight on the State's commitment to sm.ll bus~riess gro~. 

Some argue that Limited LiabilitY Companies and other business entities pay._no other taxes except the 
Business Entity. Tax. This is simply not true. LLCs, LLPs, S CorporatiO!'IS and other pass through entities 
pay state and federal .income'tax.es on the net income :generated bY the company, reglrdless of whether 
that income is distributed to the owners. They also pay dozens of state and local taxes every year, 
including sales and ~ taxes, property taxes, unemployment compensation taxes, insurance premium 
taxes, licensing fees, registration fees, workers' compensation and Second Injury ·Fund assessments, etc. 

W~ also support provisioos io the, bill which create a smd bosi~ess loaD or loao guaraatee. 
program. Our small bminess inemtJers ~-consistently saying that obtaining·fmancing for expansion 
and.new projects is' almost impossible-to achieve. They need help an~ a loan fund would help them. 

. . 
In addition to the issues included 'in this bjll, the Quinnipiac Ch~ber urges·you to take other steps to 
c~te a competitive business climate in this state by rejecting any and all legisfation .that will add to the 
cost of doing business. Legislation such 8$ the paid ·si!=k le~ve mandate sends a very negative sigital to the 
business community that undermines efforts like SB-1 to encouragejob creation. 

In addition, we urge I~Winakei'S to focus on ways' to ease the regulatory burden ·on businesses and ·ensure 
that state agencies are a partner in supporting job growth, not an adyersary. Costly and burdensome state 
regulations should not be imposed wilhouta thoi'Ough antilysiS ofthe.shott tln.d long-term impacts on 
blisiness and job gi'Owth. · · 

The Qui~nipiac Chamber of Commerce serves more than. 750 member- companies from the North Haven 
and Wal/i~gfor.darea. We are the /qrgest non-metropolitan chamber in the state. · 
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My name is Roger Adams. I am a resident of Mansfield, Connecticut residing at 

282 Wor.mwood Hill Road. I am employed a·s executive director of the Chamber of 

Commerce, Inc., Windham Region where I have worked for over 30 years. I am 

here today to support certain provisions offered in Senate Billl and to suggest 

some specific ~dditions; 

At the Chamber of Commerce, .Inc. we have seen dramat_ic changes in the make

up of our region~! economy in the pasf30 years. The larg~ industrial employers, 

with. two notab!~ exceptions, have dramatically downsized, merged, moved away 

or gone out of business .. In the Windham· area_, we are a region of institutional . . 
employers and small busi.nesses. We. have Eastern Connecticut State University,· . . 

UConn, Windham Ho~pital and Natchaug Hospital as four of our largest 

employers. In pa~t economic downturns~ sta.te agencies in our region were still 

expanding at a rate which allowed assimilation of !Tiany workers losing industrial 

jobs. They are no longer in .a position ~o absorb layoffs or to even provide. 

meaningful ho_pe of future opportunities ... 

With estimates tha~ the current recession wiU result in "100,000 total jobs lost in 

Connecticut, it ·is our hope th~t small employers, where the vast majority of new 

jobs are being created, can help fill the vc;>id. The definition of" small business" 
. . 

varies widely. de·pending on the purpose of the definition. l"n our 13-town 

Windham Reg.ion,.small businesses employ closer to five or ten. p~ople than five· . . . 

hundred and they need loans closer to twenty to fifty thousand dollars than half a 

million . 

. In the past decade we have seen very successful small business revolving loan 

programs· meeting the needs of small businesses-thr.ouih regional economic 

develop~e~t agencies. These age~cies in eastern Connfcticut are the Northeast 

CT Economjc Alliance in the northeast and seCTer (Sou~heast CT Economic : 
I 

Region) in the squtheast. They have the ability to investigate, analyze and gui~e 
. . . 

small businesses-through business p·lans at much smaller levels that regional 
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·· banks and at levels well below those practical for the more successful community 

banks. As an example, in the past year, the Northeaster Economic Alfiance has 

handled nearly% of a million dollars in revolving loan fund and Small Cities loans 
' . 

to 18 clients. The~e loans· range from $10,000 to $50,000 and aU are meeting 

expectations. These loa lis are· in nine towns and ·cover businesses from 

restaurants to manufacturing. 

If a new revolving loan· fund is established, we urge that it be. managed in a way 

tha.t keeps it out of a central bureaucracy, arid puts the premium on getting the 

dollars close to the street and ma.nage_d in tl'le regional economic development 

agencie·s. The regional agencies have boards made up of .local professionals and 

staff with local ties and le_nding experi~nce. They have very !ow operating costs as 

related to .loan volume and. a clear familiarity with their regions of the state .. They 

do require some modest administrative fee resources, some of which can come 

·from interest fees on the loans as they are paid back. 

Method of paymentfor the revolving loan program in today's economy is a major 

challenge b.ut one worth pursuing. A surcharge on the income taxes paid on 

certain large bonuses and bonding autho~ization are tWo. methods that have been 

mentione.d. I think it ·is critical to public confidence. that, however the fund ts 

established, it be un~vailable to be swept into the General Fund for other 

purp·oses. 

Finally, we are pleased to support the proposal for a two year suspension of the 

. business entity tax. It is a fee viewed almost universally as a.n unjustifiable penalty 

:on every·business· of every size. In addition·, the establishment of a formal, "regular . . . 

·review process to evaluate the impact of regulations on small businesses is lorig 

overdue. 

lhank you for considering our recommendations. 
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Administratio'n Officials: Bank Pro~ams AJ:e· Profitaple 

President Obarna 
''While we know that we will not escape the wotst.6nancial crisis in decades without some losses to the 

tupayc:ES, it is worth noting that in the first round. ofrepa~ts from these companies, the govemmeilt has 
actually twned a profit" Dtim~IHrB, 2009 

hnp://WWW,Whltehouse.p/tbe-press-office/remarks-'presideot-job-crearioti-and-etonOmic-. 

~ 
, ... 

''In fact, becaus~ c;>f our stewardship of this progr.un, and the. ttanspa'rency and accountability we put in place, 
TARP is c:Xpected to cost the taxpayeut least $200 billion less than what was anticipated just this summer. 
And the assistance to banks, once thought to cast the·tupayc:ES untold billions, is on tmck. to actually reap · 
billions isi profit for ~ taXpaying public~ This gives us a c:hiDc:e to pay ~own· the deficit faster than we . 
thought possible and to shift funds that would have gone to.help the. banks on Wall Street to help.create jobs 
on Main Street" ]11111 9, 2009 · 

http: j /blogs.abcnews.com/politi.calpunch/2009/06/potus-touts-w:p-repayment-.html . 
. . \ . 

Treasuiy Secretary Geithner · 
''TARP programs have already generated significant income- roughly $15 billion -which has been used to 

pay down the debt. ~ outstanding equity investmeilts cOJitinue to generate subs~tial income through 
dividends. And we are adding to the taxpayer's ·return by auctioning wami.nts. Last week, ~r example, we · 
raised neady $150 million from the sale of Capital One waaants. We expect substanti81 inco~ from 
additional ~t sales over the next fc:W weeks. 

Hoviever, we do not expect all TARP investments to generate positive returns. There is a significant 
likelihood that we-will not be repaid for the ~value of our investments in AIG, GM, and Ciuysler. But 
here. too the oudook.has improved. We now expect these institutions~ repay $14 billion more th.an was 
originally projected." · · 

· ."In ·september, TreasUiy ended its Money Market:Fund Guarantee Progtam, which guaranteed at its peak 
over $3 billion of assets. The prognm incurred no losses, and generated $1.2 billion in fees." 

Dtt:11111Hr 10, 2009 

·http://treasury.gov/press/releases/tg437. htm 

Treasury Press Release On Pro6tabilityofPrograms 
''Today, the U.S. Department of the Tteaswy received fqll repayment on its Troubled Asset ReliefProgr.un 
(I'ARP) investments in Bank of America in the siim of $45 billion, bringing the total amoliilt of repaid TARP 
funds to $118 billion. TreaSUiy now estimates· that total bank repayments could reach up to $17 5 billiOn by 
the eQ.d of 2010, cutting total tupayer exposure to the ·banks by almost three-quarters from the peak. 

Ame~ican Bankers Asso~iation Page 1 
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TreasUI}' c:uaendy estimates that every one of.its programs aimed at stabilizing the banking system- the 
Capital Purchase Program, the Targeted Investment Program, the Allset Guarantee Progmm, and the 
Consumer and Business Lending hiitiative -will eam a profit thanks to diVidends, interest, early repayments, 
and the ~ile of warran~. "Total bank investments of $245 billion ~ ~009 that were initially proj~cted to 
cost $76 billion are now projected to bring a profit of$19 billion. Taxpayers have already received about $15 
billion in u:venue through interest, dividends, and th~ sale of wauants, and that profit could be considerably 
·higher as l'reasmy sells additional Warralitli in the weeks ahead." December 9; 2009 · 

http: //treasuq.p/press /reieases/t;g436.htm 

.T_reasury TA/lP War.mnt Disposition Report 
"To date, the disposition of warnnts has succeeded in signi6candy increasing.taxpayer returns on the CPP 
preferred investm~tli. that haye ~n repaid. As ofDecembei: 31,2009, TreasUI}' has received $4 billion in 
gross proceeds on the disposition of waaants in 34 banks, consis~ of (i) $2.9 billion from repurchases· by 
the issuers at agreed _upon fair market values and_ (u) $1.1 billion from auctions.1 For those 34 institutions, 
Treasury reCeived ~ absolu~ tetum of 3.1 o/o. from dividends and an added 5.7o/o return from the sale 9f the 
wurants for a total-1!-bsolute return of 8.8%.2 These returns are not predi~e of the eventual return on the 

· entire CPP portfolio." ]QIIIIIIty 20, 2010 

Herbert M. Alliso~1.Jr., Assistant Secre~ary for FiiJaiJci_al Stability 
"With th~ recent ~o~ents of repayments by BaDk of America. Ci_!:ip>up, and"Wens Fugo, Jnnks will 
have soon repaid neady.two-thirds of the" total amount invested in banks· under the program-We also expect 
a positive return from the government's investments in banks. Investment& are generating more income than 
previously anticipated..:. mote than $15 billion in income so far- and we expect substantial additional income 
going forward." 

"Ending the financial crisis is not primarily about helping banks; but about restoring the flow of credit to 
consuniers and businesses and alleviating the rCal hardships thatAmericans face every day. Healthy and 
vib_mnt fin'!pcial institutions lite c:ri~ for this, as they are the key sourCc:s of a range of 6nanci8l services that 
we depend on every day. Without healthy b~, consumers cannotaccess the credit· they need to buy a 
home, finance an educa~on, manage everyday expenses m make other financial commitments. Small 
~usine&ses c;apnot buy the new equip~t, raw materials and, inventory i:ba:t they ~-to expand. Larger 
businesses ~ot make .the .continuous adjustmc:p.ts required to· function in a changing global ~tplace. 

It is with these goals in mind that we have created the programs undi:r the TARP and the Financial Stability 
P~"- Dtt:lfllber17,.2009 . 

FDIC Ch~rman Sheil_a Bair 
''The n.GP program has·been a moneymaker for us/'. FDIC chief Sheila Bair said this ~onth in Senate . 
testimony. "We've collected over $1 billion in payments &om it, ~d we've had no losses.". M'!] 2009 

http://money.cnn.com/2QQ9/0S/12/news/fdic.guarantee.fortune/ 
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To: Members of the Finance Revenue an~.Bo1.1ding Committee 
. . 

Fr: Sally Miller, Senior Vice-President, American B~ers Association 

000161· 
-·:-(. 

Re: TestimOJ!Y regarding Senate· Billl. Ari Act Concerning the- Preservation and.' 
Creation of Jobs in Connecticut 

Chairwoman Dailey, Chainnan Staples and members 'of the Committ~. my name is Sally 
Miller and. I am a senior vice-president, with the Am.eriCQD. Bankers Association. I am 
_pleased to be here tpday to testify on. behalf of the ABA and the ·connectic.ut B.ankers· 
Association regarding Senat~·Bi111. In my testimony; I would like to provide you with a 
brief update on the T ARP im>gram and current. regulatory checks on ~mpensation 
practices. I would like to con~lude with a few co~ts about the Unintended 
consequences of the 'T ARP 'bonus tax provisions of SB 1. - · 

By way of background, the ABA works to· enhance the competitiveness·ofthe nation's 
banking industry and strengthen America~s econoiny and communities. Its members 
represent over 95 percent of the industry's·$13.1 trillion in assets and employ over 2. 
million men and wome1I: J\ISt as With the CBA, our- mem-bers range from small 
community banks to some ofthe largest banks In the country. In fact~ the majority of our 
members are banks with less than $125 million iD asset8. · 

The ABA and the CBA support the goals of SB 1, namely to preserve jobs and encourage 
job creation thtough the establishment of a State small business assistance program. As . 
President Obama recognized in his recent State of the Union address, it is imperative thai 
we flnd ways to· ensure that small· businesses get the credit they need. Snuill businesses 
of all kinds-including b~ suffering from the severe economic recession·. I 
would encourage the members of the Committee to work with the CBA on: the program. 
detiills as their m~bers· can bring to the table a wealth of knowledge, both as lenders to 
small b~inesses and as small bilsinesses themseives. 

T ARP investments in banks-primarily through the Capital Purchase PrQgiam (CPP}
are providing US. taxpayers with a significant retuin. To date, over $247 .billion has been 
inve~d in more than 700 banks of all sizes, earning Treasury $15.6 billion in interest· 
and dividends on: its investment. Of the $24:7 billion invested, $174.7 billion has been 
repaid and Treasury projects that bank programs will earn taxpayers a profit of at least 
$19 billion. 

The reason why US taxpayers are receiving such a sigiufi~t return on their investment 
is becauSe the 'CPP was a ·direct investment of capital. targeted to healthy financial. 
institutions. Designed in the. fall of 2008, ~e pro·gram was Intended, among other things, 
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to instill stability in the nation's financial system and to prevent severe contraction in 
lending that.is typi'?al. of most recessions. · 

The CPP has he,ped support lending through this market disruption and the longest 
recession since the Great Depression. Typically, a recession is accompanied by a severe 
contraction in lend.ing; however, the TARP's bank pro~s have supported banks' 
continued efforts to make prudent loans in their communities. According to OS 

· government reports, over 80 percent of CPP participants used their capital injections in 
part to directly StipportJending and the 10 largest CPP participants increased total 
originations 17 percent and total average·outstanding loan balances 13 percentfrom 
December 2008 to December 2009. These funds were also used·to .bolster bank reserves· 
that are required by the regulat.ors :to absorb losses and investments in agency mortgage
backed securities which provided imme4i,ate support to :funding markets which had 
largely disappeared. · 

The $l9 billion plus profit for taxpayers points out the gross misperception that has been· 
created about the TARP investments in banks. The CPP program and other bank 
programs_ were desigJ;J.ed to be uSed by healthy banks. The non-bank T ARP money was 
designed to support troubled institutions~ like.AIG, Generai Motors and Chrysler. This 
confusion betw~en capital for healthy banks and. bailouts for weak firms continues to be a 
source of great frustration to banks, but more importantly can lead to confusion-about 
policy. · · 

The misconception continues with respect to bank compensati~n practices. 
Compensatic,>n is generally paid out of income earned, not capital,.and all .federal banking 
regulators prohibit, as an. unsafe .and unsound practice, excessive compensation . 
arr;mgements. State and federal banking-regulators condUct on-site ex~tions and 
inspections to ensure that a bank does not engage in any wiSafe and unsoimd practice, 
including paying compensation that would cause the bank's capital to"be impaired .. 

Public misc9ncepti_on about compensation practices at banks, generally reinforced by 
press reports concerning pay practices at those troubled non.;bimk firms that had taken 
.TARP money, led to the enactment of onerous executive cqmpensation and burdensome . 
cOrporate goveman~ provisions applicable to all entities participating in the T ARP 
program, incl11ding the healthy banks whose participation had been strongly encouraged 
by the_ government in the .first plac~ .. 

These restrictions included, among other things, a prohibition on cash bonuses for senior 
executives, strict limits on deferred restricted stock ~ts and golden paraehute 
payments,_ and an ability for T ARP firms to recoup or "clawback" bonuses paid, under 
certain circ\UllStanees. · Significant oversight responsibility was vested ·in the Treasury 
Department's .Speciai MaSter or Pay Czar. 

The Office of the Special Inspector General for TARP has reported that the retroactive 
application of these executive compensation provisions· has caused firms to iose senior 
employees to "foreign and do~estic co~petitors who .are not under CPP compensation 

-· 
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restrictions." These compensation restrictions have also had a negative impact on'firm 
recruitment efforts. · 

Our members con~ue to tell us that they ~ experiencing a talent diain at their firms 
and that that dlain is not limited to the ·senior officers specifically impacte~ by the T ARP 
compeDsation restrictions~ These ·employees ~.leavjng for opportunities at industries 
where compensation issue$ are not iii the collective bull's eye of federai and ·state: 
authorities. 

lit is for this reason that the ABA recently encouraged. the federal banking regUlators to 
consult with other authorities when issuing guidance directed to barik bon,qses. Giyen the 
global naiure-offinancial services, coordination with:international and other domestic 
authorities on compenl[l~tion issues is central to the banking industry's continued. ability 

. to retain and attract talented employees. 

Moreover, retroactively moving the goalposts sends art ominous signal to institutions that 
may :be considering p_articipating in programs designed to get our econon:ty moving. For 
example, ·many community banks have expressec;l.interest in the small bu8iness capital 
investment p~ogr~ oqtlined by the President in 'his State of the Union address. 
Understandably, ~ommunity banks are concerned that this_ptogram·inay go the way of 
the TARP program. with.after-the-fact restrictions-being added. 

The ABA and CBA respectfully urge the Committee to consider these and other 
unintended consequences of specifically targeting the employees of entities-entities that 

. were strongly encourag~d by the government to participate in the bank T ARP programs-
for special.tax treatment. I would lik~ to thank the members of the Committee for the 
opportunity to testify here today. I ain happy to answer any questions the Committee 
mayhave. . . .. 

... 
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March 1, 2009. 

To: Members of Ute F~ce Revenue and Bonding committee 

Fr: David J. Wiese on behalf of the Connecticut Barikers Association 

Re: Testimony regarding Senate Bill 1, 'An Act Concerning the Preservation and 
Creation of Jobs in Connecticut 

Chairwoman Dailey, ChainnaD. Staples and. members of the Committee, I'm Dave Wiese, 
counsel. for the ConnecticUt Bankers Association and I'm here today to provide you with 
testimony on behalf of the Connecticut Bankers Association regarding Senate Bill 1. 

The Conilecticlit Bankers Association represents the 80 domestic banks that provide. 
traditional banking services in the State of Connecticut. Our members range from small 

. community banks·to some· of the largest l?ank.s in the country. Connecticut's banks make 
up just a part of the State's Financial Services Industry. We hope you would agree that 
this industry sector is vital to Connecticut's e:cono~c weUbej.ng. We estimate that. · 
Connecticut's Financial Services Industry employs Over 150,000 people in over 5,000 
establiShments. This industry.makes up nearly 10 percent ofthe state's employment base 
and represents over 30% percent of the state's .gross product. 

. .. 
As an industry we have always been, and will co~tinue to be, suppprtive of lentling 
initiatives, both public and private, that help businesses and ·individuals obtain credit; 
Broader availability of c'redit can help to stimUlate the economy by creating jobs and 
~luig the putc~ase of goods·and serVices. That, in tum, can have a tremendous trickle 
down impact on: ho11Sing v~~s ~ well as s~es tax, in~.o~e.tax and property tax. 
reyeliues. That is why we are very encouraged by the provisions within SB 1 that would 
create a sm8Il business ~sistance program. We very much look forward to working with 
the committee and others to make that program a reality. . 

·The Connecticut Bankers Association is, however, strongly opposed to the provisions. of 
SB 1 that would create a tax on ·the bonuses of individuals who have worked .for bankS· or 
baDk affiliates that were recipients qfthe federal TA.RP. ~ds. We feel-this.is a uniqu~ 
.and unfortunate singling.out ·ora group of individuals employed by a speCific industry ... 
Even more troubling is the fact that it is an industry that plays an integral role in the 
State's economy. We believe this proposed tax strUcture is mi~igned wi~ thoughtful 
public policy. The provisionis anti-job, anti employee, anti-'reSident and anti-business. 
Indeed, this tax provision runs completely counter to the underlyilig goal pfth.e bill, 
·which is job creation. · 

Connecticut, like every other state, is grappling with one of the worst economic 
~ions in our nation's history. Job growth and retention levels in Connecticut are at 
all time lows. The State's budget crisis continues to loom iarge as economists forecast 
multibillion dollar deficits in the comingfiscal years. Faced with these challenges, we 

I . 
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Specifically, with respect to Connecticut's need to create and retain jobs, we fail to see 
boW this proposal furthers that goal. Employers in the. Financial Services Industry, like 
every other type of employer,_ seek stability and fairness, among other things, when it 
comes to tax palicy. Singling out a select group of employees and employers and 
imposing.a.retroactive and punitive tax on them cannot be viewed as fair or stable tax 
palicy. 

U,. this case, ,it is important to note that the capital purch~~:Se program under T ARP w8s 
designed to infuse additional capital into already healthy·banks. Faced with · 
unprecedented economic turmoil, and the collapse of the capital markets, the federal 
government wanted to quickly stimtilate lending an~ liquidity. To do. so, they strongly 
"encouraged" banks to participate in the CPP. The banking industry 4id not ask the 
·government to create this program. HoWever,_ many banks voluntarily followed the . 
government's lead .. Moreoyer, many of those banks have since repaid the TARP funding, 
reswtiD.g in billions of dollars of profits to American taxpayers. Now,_ with SB. 1, the 
employees·ofthose banks {and their ~liates) will find theq1selves personally subject to 
with a retroactive and· pwiitive tax just because they live fu Coimecticut and Work for a 
TARP related entity. 

Faced with these· types of lc:gislative prop.osals, emphlyers in the Financial Services 
Industry will surely look to alternative States when considering where to pl~e jobs. In 
fact, we wotild sugge_st that consideration of these typ(:s of proposals. has a chilling effect 
on all employers regardless of their industry sector. 

. . 
We also b~lieve this tax proposal co~d have a detrimental. effect on. our State's budget 
crisis. Financi81 SerVice Industry workers - partictilarly the high earners, which are 
targeted under this proposal, pay a large percentage of the State's income tax-reeeipts. In 

. fact, reports show that the top 1.3 percent of the State's taxpayers or those earning one 
·-million dollars or more paid 35 percent of the State's income taxes in 2007. Imposing a 
punitively; higher tax on this type of earner coUld restilt in the relocation of some of these 
workers and. therefore the loss of their income, employment and sales tax contributions. 
At a time when State government is looking to preserve programs and retain revenue~ we 
fail to see the wisdom in this approach. 

Connecticut~s tax rate is currently more .favorable than New York or New Jersey, and that 
rate· has encouraged people to stay or relocate here from throughout. the tri .. state area. The 
TAJzy bonus tax will eliminate that advantage for employees ofbusinesses who received 
TARP fundS. Those employees can euily.choose tO live somewhere else. 

Lastly,'progtams like the TARP continue. As a case in point, the Obama administration 
wants to cre_ate a 30 billion dollar small business lending initiative by funneling paid .. 
back tarp funds:though lending institutionS in the form of loans~ We are quite sure that if 
a state TARP bonus tax goes into effect - Connecticut lenders will think; twice about 
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participating. What Bank would risk an unanticipated targeting of their ~mployees or of 
·the institution for future negative ti:e~tment, because ittook part in a govemment
.sponsored program? The net effect would be that Connecticut fails to capitalize .on · 
Federal stimulus dollars ~ed at cr~ting jobs, an:d the additional income tax revenues 
generated from them. · · 

Again, ,the Connecticut Bankers· Association stands ready to work with the Comlfiittee. to 
make the small business assistance progJ.:am a reality,· however we. strol_lgly encourage 
your rejection of the T ARP employee :bonus·-tax. 

Thank you for the opportunity to·provide our comments on the bill, and I'd be happy to 
answer any questions you may have . 

".(} 
.. , 
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Testimony in support of concerning "The Preservation And Creation of Jobsjn Connecti~t". 

By Tony Sheridan. 

President & CEO 

Chamber pf Commerce· of Eastern ConnectiC\lt-

March 1, 2010 

Dear Finance Revenue and Bonding Committee Members: 

Thank you for th,e opp0$nity ~o· share a few thOughts with you this morning. I ~here specifically to· 
lend my support for propqsed legislation concenling ''The Preservation And Creation of Jobs in · 
Connecticut". · 

The Chamber of Commerce Of Eastern Connecticut has a membersliip of approxii:nateiy 1,600 member 
compaiiies. Our mission is tc) promote and sUpport the·busiliess community of eastern Connecticilt~ In 
addition, this past-year the Chalilbet rec_eived a congressional grant to_establish up to 10. incubators for 
start-up comp8~e8. We opened Q1lr incubator in January and we already baye five n¢w cpmpanies in 
place. The process 'for being accepted into an inCubator space-includes a rigorQUS interview process with 
Chamber staff anc:J with_ SCORE, which is also housed in the Chamber offices. I i:i:J.ention this cm.ly to 
share with you that we have-firsthand ·experience at the Chamber on what it ~ to op_en a business in 
CT. Let me assure that entrep~eneurs find this to be a Challenging process. 

' 
As I understand, the proposed .legislation would provide a modest ·amount of tax relief io· struggling small 
businesses by suspending the $250 BusiD.ess Entity T~for two years. This proposed iegiSlation is a 
positive gesture, but hopefully,: one of more to come. This gesture is- important; not because of the saVings 
_involved but, equally importantly, because ofihe message it sends to the small business community, 
deD!,onstratiQD. that our legislators are ~ware of the difficult times confronting the small business 

. community and that they are interested ~ responding in a proactive fashion. · 

Unemployment is high all across Connecticut. People are Jiurting. Small businesses are hurting. The 
state has an important role to play in response· to these cgncems. As you well know, the small business 
community is the originatqr of almost 90% of jobs creat~ in this country. This trend is even higher in 
Connecticut. Small busines"ses account for 97 percent of all Connecticut employers and .nearly half of 

-private-sector employment, according to the state Department of Labor. Nearly 95,000 people have l~st 
their job since the recession began in 2008, and many economists predict the total number of lost jobs in 
Connecticut will reach 100,000. · 

It is critically Qn.portant that the legislature does everything in 'its power to create a positive, help~ and 
supp~ve atmospb,ere for the enltepreneur. You need to take steps to limit the impediments that slow 
down and discourage the opening of new businesses in our state. 

.· 
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Finally, economic practitioners know that _the fundainental societal factors in developing and gro~g a 
positive business atmosphere· include the availability of resources, as well as the recognition, admiration 
and respect that these entrepreneurs deserve for the. risks they take for the ·common go_od ·Business leaders 
~eed our encouragement and SQppo~ as they establish business and create ~loyment opportunities for 
others. Their efforts· are the COIJlet Stone·of:our economic Well being and the quality .oflife We all strive 
for. Your support of''The Preservation And Creation of Jobs in Connecticut" is a step in the right 
directi

. . . 
on. 

Thank you for the opportunity to address you today. 

Tony Sheridan. · 

...... ~ 
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Create smaU.business revolVing loan fund 
Big banks were balled out by the federal government, but. they have failed to make these·ballout funds 
available to smaU businesses. Big banks have significantly.~tricted loans and lines of credit to small 
businesses, and in so doing, have severely restricted small businesses' ability to survive and succeed 
during the economic downtUrn and beyond. 

A small business revolving loan fund will be administ~ by a business financing entity ~ith the. 
. colisoli~ted business knowlCdge and the diversity of involvement necessary to serve ~ types of 

small busines~es in Connecticut; It is critical that this:new entity have the flexibility to offer loans to 
businesses that have been caught in the credit crunch, not because their business has changed, but 
because the rules ofbaoidng have changed. 

1. c;o_nsoHdate state ec~nomic development entities 
Consolidate·CDA, CI and the direct business financing function of DECO into one single entity, 
as recommended by~ recent bipartisan report from the General Assembly's Program Review & 
Investigations (PRI) Committee. This will provide a benefit to small businesses and the state in 
the following ways: 

a. Cuts costs by sirramHning functions . 
.i. Operating expenses _at CI are high: they have even exceeded loans awarded in 

some years. 

b. Avqids duplication of effo~J.imina:tes administrative duplieation and helps avoid. 
situations Where two agencies are-working on the s!U]ie issue. 

c. Establishes a one-stop shopping option for small businesses who might not know where 
to go for help, 

cl Combines knowledge accumulated from differeilt.agencies into one location where this 
knowledge can be benefit aU btisinesses in Connecticut 

e. Crea~ new entity that wUl adDPnl.ster new small-business revolving loan fund 

4. Bold forma!" hearing to review state regwati.ons and their impact on smaU businesses. 

How to Pay for It: Temporary surcharge on TARP supported bonuses 

After receiving billions of taxpayer dollars from TARP, the nation's biggest banks are back to handing 
out enormous· bonuses and raises. Under the Senate Democrats' job plan, bonuses of $1 million or more 
paid to employees ofTARP recipient entities will be subject tci a temporary surcharge. 

a. The surcharge will apply for two years only-lncome years 2010 and 201'1. 
b. The surcharge rate will be 2.47 percent on the.entire amount of a bOilQS that totals $1 million or 

more. This 2.47 percent is on top ofConnecticut's·ex.isting top income tax rate, meaning that the 
total state income tax rate on these bonuses is 8.97 percent. 

1. Recipients of these bonuses will p_ay an iQcome .tax rate on- the bonuses-that is equivalent 
to the top. NY state income tax rate of 8.97 percent. 

2. This rate is still lower: than the top NY City I State combin,ed·rate of by 12.6 percent and 
lower than the top NJ rate of 1 0. 75 percent · 
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Connecticllt General Assen:~bly 
S.B. 1. An Act Concerning ~tie Preservation and Creation of Jobs in Connecticut 

Mart;h ·~. 2010 

Chairpersons Senator Eilee.n Daily, Rep. Cameron Staples and Honorable Members of· 

the Committ~e. my name is. Laurie Julian, Public Poli~y Director of the Alzheimer's 

Association, Connecticut Chapter. I am here today to testify about this devastating 

disease and its economic.costs, and ask you to support re-opening the Alzheimer's 

Respite Care Prog~m (see SectiQn 1 of H.B. 51.11. An Act Concerning the 

Alzheimer's Respite Care Program). 

The Alzheimer's Association i~ a donor supported, non-profit organization serving. the 

needs of families, health care professionals and those .individuals who are affected with 

Al~heimer's disease .and related ~ementias. · The Associaticm provides information and 

resources, support groups, education and training •. and a 24 hour; 7 ~ay a week 

Helpline. . 

Alzheimer's disease· costs American. businesses $61 billion a year. Of.th~t figure, $24.6 

billion covers Alztteimer health care and $36.5 billion covers costs· related to caregivers 
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of individuals _with Alzheimer's, including lost productivity,· absenteeism and worker 

replacement. 1 

Currently in Connecticut there are approximat~ly 70,000 residents· who have . 

Alzheimer's. and related dementias with over 113,000 careg_ivers. Those caregivers, 

usually family, provide over 97 million .hours or unpaid ~re that would equal over' a 

billion doll$rs; The Respit~ program allows many of these families the time they need . 

_to keeJ) their loved one home. 

Recent studies have documented the harm that Alzheimer's. disease does to the 

informal caregiver, This disease car:rafJe~ a caregiver's health, resulting in a 

measurable reduction in the caregiver's own life expectancy. lt:can'also affect a . . . 

family's economic security, as spouses and children· are forced to leave their jobs to 

care for an aging relative with ·the disease. These are the. indirect costs attributed to 

quitting .one's job to. p~ovide ~ncompensated care at home. 

The Connecticut tong-Term Care Needs Assessment: commissioned by.the 

legislafure,2 reports that informal caregivers are family. and friends who provide care 

without-pay, and are the primal)i source ·of long-term care. Seventy percent of people 

with Alzheimer's disease live at home, cared for by family and friends. The importance 

of unpaid care' provided by family and friends can riot be overemphasized, as it 

constitutes the back bone of the long-term care system. 

Unfortunately, this comes at a price. in terms of compromising the caregivers' health. 

, Due to the specialized care required of Alzheimer and dementia patients, we hear from 

caregiver$ who ~ndure overwhelming stress and are at their breaking points. 

For many, the grants awarded through the Alzheimer's Respite Care Program has 

extended the patients' care allowing them to continue to live at home while it affords the 

1 Koppel, R. Alzheimer's disease: The Costs to U.S. Businesses in 2002. Washington, D.C.: Alzheimer's 
AssociatiQn; 2002·. 

2 Colinecticut Long· Term· care· Needs Assessment (P .A. 06-188) is tlie first comprehensive statewide study to help 
guide crucial planning and was funded by the Connecticut General Assembly. · 

. _,_.,..,.. 
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caregiver much needed relief, permitting the caregiver to maintain employment outside 

the home. 

The Long Term Care Needs Assessment predicts·therewill.be_a deman~ for over 9,000 

jobs in the health care industry over the next five years to serve the growing/aging 

population. The average. cos.t of health and"loog-ter:m care for people with Aizheimer's 
. . 

is ·3 times the average cost i~c1,mect by individuals 65 and older without this condition, 
. . 

due to the specialized· care req.uired of Alzheimer's patients. Alzheime"r's disease is 

predicted to e~pand r~pidly in t_he coming years. 

In closing, the.Aizt:leim~r's Respite Care Program with its support sen/ices employs 

companions and homemakers •. home a.i~es, ~dult d~y care centers, personal care 

assistants and case managers, preserving and creating thousands of sorely needed 
. . 

jobs in the health care. ind!Jstry~ Gi.ven that the long-term care industry employs more 

people than nearly any .other industry, and d.irect-care jobs are the employment core of 

this industry and are among the. nation's fastest-growing occupations, the Respi~e . 

Program is a small investment, which protects .the.care of the Alzheimer's patient and 

caregiver while preserving and creating jobs in Connecticut. 

Thank you for the opportunity to testify. Please contact me If you have. questions or 

concerns. 

Laurie Julian, Director of Public Policy . 

(860) 828-2828 x27, laurie.julian@alz.org 
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Senate Bi111: AAC THE PRESERVATION AND CREATION OF JQBS IN 
. , ·coNNECTICUT. 

Finance, Revenue· and Bonding Committee 
March 1~ 2010 '. 

Senator Daily, Representative Staples, Senator Rorab~k. Representative Candelora and 
Members of the Cominittee: · ' . 

Thank you for the opportunity to testify today in Strong support of SB l, AAC The . 
Preservation And Creation Of Jobs' In Connecticut. As we all are well aware, 
Connecticut, like the other states, has s_uffered mightily in the cwrent ~onomic .. 
downturn. According to the·Centet on Bud,get and Policy Priorities, this is "[t]he worst· 
recession since the.1930s [and] has caused the steepest decline in state tax ~ipts on 
.record." Not surprisingly, "[n]ew shortfalls have-opened up in the budgets of at least.41 

. · ... states for the current fiscal year [2010]." 

Our rev~nues have fallen by close to $3 billion since fiscal ·year 2008, including a drop of 
$350 million for FY 10 that was projected oqly after we adopted the budgetfor this fi~al 
year. Connecticut is facing its most severe job .loss in ·recent memory: 95;000-people 
have lost their jobs since the recession began in 2008. Although our unemployment rate 
remains slightly better than the national average, it.is still a_staggerin·g 8.9%. 

This session, as we struggle to find the necessary cuts to br:ing our budgetinto balance, 
we must also loo~ to the future and take steps to jumpstart oilr economy by retai~ng 
existing jobs and. creating new ones. Many bills to accomplish these goals are being 

· heard by oqr legislative comnlittees. While I am here· today in support of the job creation· 
proposals contai.ned in SB 1, I lo.ok forward to working with you and the other 
committees to adyan~~ other ideas as well. 
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costs basis of the product that the blisiness sells. For example, while a service business such as a 
business that provides computer technical.support and a business that sells computers both. may reach 
the $5.0,000 dOllar incoine ~shold, the computer store ·has a significant cost of goods while the 
servic~ business has no substantial cost of goods. 

In addition, the $50,000 gross income is an extremely low figure and as the bill stan~ now it would 
apply more to those business that are created as shell businesses or real estate holding companies th~t 
do not necessarily represent the "mom and pop" business· this bill seeks to provide ~lief for. 

The next section of the bill, Sections 2 and 3 concern the tax:ation of bonuses received. by T ARP fund 
recipients. Individuals receiving. more then $l million in bonuses would be subjec.t to an .additional tax 
-.separate from the income tax- at the rate of 8.97% for the 2010 and 2011 tax: years. The Senate 
Republican·leadershlp stands in strong opposition to this ·section of the bill. 

Notwithstanding the-constitutional arguments concerning bUls of attainder, proposals like this send 
exactly the wrong message not only_ to businesses in this state, but to businesses we are·· wishing to 
attract to tlijs state. Connecticut- pa,rticulariy state·govemment- has benefited immensely ftoPl the 
presence of numerous financjal and insurance companies iri the state. It would take a somewhat large 
leap offaith to believe that a proposal such as this one would do anything to attract businesses to the 
state of Connecticut. A more likely scenario is that this proposal would. drive businesses away - fearful 
that their business may fall into disfavor with the General Assembly and find them!relves subject to 
additional unwarranted taxes. To those who argue that the legislature has not 'targeted specific 
industries in the past for additional taxation, I would only mention ·numerous proposals in the past to 
tax the supposed "windfall profits" of energy companies. 

The final section of th~ bill requires DECO to estab~sh a program to _provide direct loans and loan 
guarailtees to sniall businesses. ·The program would be funded by a new bond authorization of $20 
million. In her budget, the Governor proposed the creation of a simiiau- program using $100 million in 
canceled. bond _authorizations. ·While .I support the creation of a program to extend credit to support · 
~mall businesses, l would recommend that prior to authorizing new bOnds the committe_e look to see if 
there are ~xisting bondS that could be canceled to fund the program. _ 

As a-. final note, we as a legislature need to act now .and .let businesses in the State of Connecticut know 
we Cl;lre •. We can not and not wait for the last days of session to act on this bill. As a Republican 
caucus, we stand ready willing and able· to vote on these proposals with minor modifications. on the 
next session day. ·1n taking s\lch a vote early i~ the session we can send.a strong message to the 
businesses in ~eState of .Connecticut that we want you and we need· you. I would be willing to answer 
any questions at this time. · 
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$55 billion." Even with these.'types of massive· taxpayer rescues, credit is still being 
withheld from small businesses that require 'help. 

The second source of fun(ijng for the ·small business initiatives is bondi~g in an amount 
not to ex~ $20M. As noted above, this bonding would be in lieu of cancelled. 
outstanding bona authorizations. · 

Losing a j~b is one of the most traumatic life experiences a person can face. It cre~tes 
stress about :riot meeting one's obligations and about the inability to provide for one's 
family, as well as uneasiness abOut one's uncertain financial future. The New York 
l'imes reported 'last week that losiJlg ajob cart have ''profound health consequences" as 

. · well, including heart attack,· stroke, diabetes an~ arthritis. 

· It behooves us as m~mbers. of the Connecticut General Assembly to IJlalcC job retention 
and job creation a .top priority this session and to work together·to· help the State .of 
Connecticut and its residents come out of.this economic recession ready and able to move 
ahead. 

Thank you·· for your·time . 



• 

• 

•• 

~ENATOR LEONARDA. FAS~NO 
·sENATE MINORITY LEADER PRO TEMPORE 

. THIRTY FOURTH SENATE DiSTRICT 

LEGISLATIVE OFFICE BUILDING 
. 'ROOM3400 

HAR'Tl'ORD, CT081Q6.1591 
. CAPrTol: (860) 240o8800 
TOLL FREE: '(1-aOO) 842·1421 

FAX: (860) 240-8308 
E.WUL: Len.FIISI!nl!@cga.et.gl!" 

; ' 

SENATE 
STATE CAPITOL 

HARTFORD; CONNECTiCUT 06106-1591 

Public Hearing Testi,mony 
March 1, 29i0 . 

Finance, Revenue and Bonding Committee 

000176 

RANKING MEMBER 
LEGISLAT'IVi: MANAGEMENT COMMITTEE 

PLANNING AND DEVELOPMENT COMMITTEE 
SELECT CoMMITTEE ON VETERANS' AFFAIRS 

MEMBER 
EXECUTIVE AND LEGISLATNE NOMINATIONS 

COMMn:rEE 

CHAIRMAN 
US LNG TASK FORCE 

Len Fasano, Senate Minority. Leader Pro Tempore, 34th District 

Re: Senate Bill 1 - An Act Concerning the· Preservation and Creation. 
of Jobs in Connecticut 

Good mo_rning Senator Daily, Representative-staples, Ranking Members Roraback and Candelora and 
members of the Finance, Revenue and Bonding Committee. Thank you for the opportunity to testify on 
behalf of Senate Bill .I - An Act Concerning the Preservation and Creation of Jobs in Connecticut. 

. ' 

Willie economists have claimed that .the recession has ended, for many residents and their fami.lies, 
those wotds ring holiow. Unemployment continues to remain at its highest level in over three decades, 
residential f~reclosures continue to clililb and businesses continue to close their doors in record 
numbers. 

We know thattraditiQnalJy Conn«ticut has lagged behind the nation when coming out ofa recession. 
Given the depths of. tbi:s recession, it is more important than ever that our .state is in a position to 
encourage the growth of busineSses and the jobs· they bring. 

Speaking.on Section 1 of the bill, the Senate Republican Cauc~ has strongly supported ll full and 
pem1arient repe&J. of the business entity tax for all businesses·. Notwithstanding our support for a full 
repeal, and in the interest of reaching a bipartisan compromise, we are supportive of a temporary,repeal 
of the business e:qtity tax for certal~ entities reporting less than $50,0QO dollars in inc~me. However, I 
would recommend changing the threshold tQ.$75,000 in taxable income. I would additionally 
recommend that this tel)lporary repeal would apply to businesses with ·so employees Qr less.· 

The reason is .the original language of "$50,000 of gross income or less"· doesn't take into account the 
costs of doing business in the State Qf Con.nec.tic~:~t, nor does it take into aecount the 

SERVING EAST HAVEN, NORTH HAVEN AND WALLINGFORD 
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SB !"focuses on small busi.nesses·because they are consistently rec.ognized as the engines 
of our economy and the loci ~f job creation. This bill seeks to enCOlllJige and support 
small businesses: i~ two wa,ys: 

First, wi~ respect to the very small ·~Mom and Pop" shops, the bill would suspend the 
$250 business .. entity tax for two years. Small ''Mom and Pops" are defined as businesses 
with" at least Qne employee and net income under $50,000; clearly, their gross income 
could be su~stantiaily more. · 

while-$250 is not a sigliificant burden .for most businesses, we have heard from these 
· small ''Mom a.nd Pops"· that relief from this tax would be of help to them; every. penny is 

preciou,s to these very small businesses now. W.e estimate that this proposal would . 
b~Qefit .at.leas~-46,000 .small businesses and save them, collectively, approximately 
$12M. · Additionaiiy, I would suggest that the $50,000-threshold be. raised should 
J;evenues from the TARP bonuse~. which are another part of this pf9posal, .be sufficient to 
cover the additional cos~. · 

The seconc,i small business support in the bill is a mechanism to provide credit to small 
businesses - those with fewer than 50 employees.· These small businesses are struggligg 
in thi~ economy, lnjarge part· because they do not hav~ access. to c~dit. In order. to assist 
these businesses in ac~essing credit, SBI envisions the creation of a new loan fund of up . 
to $20M. Governor Rell has also proposed a loan (1,1nd for small and medium-businesses, 
·and I look forward to wor~Qg with her on this and other jo:t> creation pmpo~als. Like 
Governor .Rell, we will propose cancelling bond authorizations in an amount at least 
equal to any·new bonding. · 

Importantly, in this tough econolliic climate we must be mindful of how we pay for any 
new proposal.· SB -1 includes two sources of funding.· First, the bill prop~ses a 
temporary, enhanced taX rate; of 8.~7% to be imposed on bonuses of $1M or more paid to 
employees of entities that ~eived Troubled Assets Relief Program (T J\RP) funds. This· 
temporary rate is 2.97% above the current top Connecticut income t~ rate of 6.5% on 
income over $1M; it is equivalent to the top NY state income tax rate of 8.97%; and it is 
lower than both the top New York City and State co~bined rate (12;6%) and the top New 
Jers~y rate (10;75%). The temporary rate will apply to bonuses paid in 201Q or 2011 or 
awarded in connection with work performed in either of those years. 

TARP-supported bonuses are an appropriate source of funding for small bUsiness 
assistance because they were. ~ade possible. by the biilions-of taxpayer dollm.that shored 
up - and in many cases sa~ed - their employers. The Attorney .General for the State of 
New York, Andrew Cuomo, i.nvestigated bonuses in 2008 and concluded that wh.en 
"banks did well, their e~ployees were paid well. When the banks did poorly, their · 
employees were paid well." For example, Citigroup and Metrill Lynch together "lost $54 
billion, paid out nearly $9 billion in bonuses _and the~ received T ARP bailouts tot~ng . 
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And we•re shooting it in Michigan not because 
I don•t love Connecticut and I would love to 
do it here, and we•ve been approved for the 
Connecticut tax credits and I begged Senator 
LeBeau when the tax credit came up for renewal 
last year. I said to him, Gary, just do one 
thing, make the tax credit refundable, so I 
don•t have to go to brokers and sell it. So 
they take part of the money away from the 
credit and add no benefit to the taxpayer and 
add no benefit to the filmmaker. And Senator 
LeBeau's answer to me was we can•t do that 
because if we did that, the tax credit would 
wind up in the budget and people would see -
people in Connecticut would see how much we•re 
spending. 

To me, that•s not responsible government. I 
think that -- that Mr. Segalla was right, if 
you cut the credit, producers wouldn't come 
here because producers go to where there are 
free money and that's what the credit is, it's 
free money. There are ways to fix it and I 
think the biggest thing you need to do is if 
you•re going to -- if -- if it•s going to 
work, and you•re going to give a producer 
money, give the producer money. Don•t give it 
to a broker or middle man; that doesn't 
benefit anybody. Okay. 

REP. MUSHINSKY: Any other questions? Okay. 

A VOICE: I think that Senator Frantz has been 
quiet lately. 

REP. MUSHINSKY: Yes, Senator Frantz, you•re so 
quiet lately. He's thinking. Yes. Okay. 
Matthew Neverson followed by Liddy Karter. 

000320 

MATTHEW NEVERSON: I -- I just say this is a Sb301 
SS\ 
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perfect opportunity to follow David, who made 
a -- a -- a wonderful presentation on a number 
of issues. I am President of the Connecticut 
Technology Council. We represent a community 
of about 2,000 companies, innovation companies 
and people who support that community. And I 
want to speak in support of Bill S.B. 307 and 
308. 

But I also just want to say what an excellent 
job your committee and your staff did with the 
Connecticut Economic Competitiveness Study. 
You know, very few times, we look at a lot of 
studies and a lot of reports in this state and 
a lot of them end up on the shelf. But very 
few of them are both as analytical and 
descriptive and actually get right to the 
heart of what we need to address. And really 
to pick up on what David had said, it's time 
for a paradigm shift. It's time to shift from 
sort of one -- looking at information as 
something that's proprietary that we use as 
power between agencies and between branches of 
government and to think of this as we were a 
little place in a big global sea, everybody 
competing with everybody. And I know we 
the more we know about ourselves and the more 
we share data, and the more we really 
understand what our future is and can analyze 
it and project it three, four, five years 
beyond the election cycles but actual 
actual business cycles, we'll be more 
competitive. 

There is a great list in the report on page 
two, which are the people that your staff 
talked to and it's about 20 different 
organizations. So I would say even beyond CDA 
and CI working together more, if those 20 
organizations, the agencies and all of the 
different business organizations and support 

000321 
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there, because we're like Johnny Appleseed, 
we're throwing out all the seeds and hopefully 
some of them will land and we'll start to see 
some trees. But I appre -- but having folks 
come in and say this is good, it's a little 
risky and maybe a little controversial but 
this is the direction we need to go -- we need 
to hear -- hear more of that. And I just feel 
bad that the CT Network isn't broadcasting us 
today. Not because I need face time, which I 
always enjoy, but -- but I think this message 
needs to get out to -- to the public and to 
the business community. 

There is a lot of other things going on in 
this building right now but to promise the 
world and not target funds that are going to 
fund programs, which is my concern with Senate 
Bill 1, to some extent, which is being 
pervaded in another part. That's problematic 
because you know, the resources whether it's a 
tax credit or something else, we -- we, as a 
state, have got to put our financing in order, 
as well. But I think that we could do much 
better with the limited resources we have. 
And so please continue to be in touch with 
this committee as we try to move these bills 
forward. 

MATTHEW NEVERSON: Absolutely. And Senator, if I 
can just comment, though, just for one -- one 
second, indulge me that. You know, the 
history of Connecticut is exactly about -
about this sort of hard scrabble, you know, 
how do we sort of get, not just a return on 
our land, but a return on other people's 
money. 

And between New York and Boston, we've had 
people investing. We've had venture 
capitalist investing in this state for years . 

000329 
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