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April 20, 2010 

Mr. Speaker, I rise to move items to today's 

Consent Calendar. The items are as follows: Calendar 

Number 130, Calendar N1..,1mber 272, Calendar·Number 317 

and Calendar Number 348. We will be taking action on 

theSe later in today's Se$sion. 

Thank you, Mr. Speaker. 

SPEAKER DONOVAN: 

Thank you, madam. 

Without objection, these items are placed on 

today's Consent Calendar. 

Will the· Clerk please call Calendar Number 330? 

THE CLERK: 

On page one, Calendar 330, Senate Joint 

Resolution Number 17, RESOLUTION CONFIRMING THE 

NOMINATlON OF THE HONORABLE DAVID A. DEE OF AVON TO BE 

A MEMBER OF THE JUD.ICIAL REVIEW COUNCIL AS AN 

ALTERNATE FAMILY SUPPORT MAGISTRATE, favorable report· 

of the Committee on Executive and Legislative 

Nominations. 

SPEAKER DONOVAN: 

I'd like to call on the Chair of Executive and 

Legislative Nominations, Representative J~nowski. 

REP. JANOWSKI (56th): 

Thank you, Mr. sp·eaker. 

001014 

H81~15' 
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Technology. 

SPEAKBR·DONOVAN: 

118 
April 20, 2010 

Deputy Majority Leader Olson, ·you have the floor, 

mad~m. 

REP. OLSON (46th): 

Thank you, Mr. Spe~ker. 

Mr. Speaker, we are about to vote on today's 

001116 

Consent Calendar::. . We ~re going·. t-o· .be voting on items Hg5:1f{ Jlf!J69b 
that ·we 

. . . »w;~1h lfflS!l$1 
moved previously to the Consent -- previously UQ 

· rr&56~ 
in today's session to the Consent Calenda~. They are 

Calendar Numbers 130, 272, 317, 348 .and 306. 

Thank you1 Mr. Speaker~ 

SPEAKER DONOVAN: 

Question before us is on passage of the bills on 

today's Consent Calendar. Will you xemark? Will you 

remark? 

If not, staf·f and guest.s please· come to the well 

of the House. Member.s take their seats. The machine 

will .be open. 

THE CLERK: 

The House of Representatives i~ voting by roll 

call. Member·s to the chamb.er. The House is voting 

today' s Consent Cale.ndar by roll call. . Members to the 

chamber. 

. . . , 
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SPEAK;ER DONOVAN: 

119 
April. 20, 2010 

Have all the members voted? Have all the members 

voted? Please check the role call boaxd to make sure 

your vote has been properly cast. 

If all the members have voted, the. machine will 

be loc-ked and the Clerk will please take a tally. 

Would the Cle~k please announce the t~lly? 

THE CLERK::. 

On t.oday' s Consent Calendar. 

Total Number voti.ng 144 

Necessary for adoption 73 

Those v.otin.g Yea 1·4 4 

Those voting Nay 0 

Those absent and not voting 7 

SPE;AKER DONOVAN: 

Consent Calendar passes. 

Will the Clerk please ca.ll Calendar 259? 

THE CLERK: 

On page 17, Calendar 259, Substitute for House 

Bill Number 5442, AN ACT CONCERNING ABSENTEE VOTING BY 

MEMBERS OF THE MILITARY AND BY CITIZENS LIVING .ABROAD, 

favorable report ·of the Committe·e on Government 

Administration and Elections. 

SPEAKER DONOVAN: 

001117 
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SENATE May 4, 2010 

THE CHAIR: 

Seeing no objection, so ordered. 

SENATOR LOONEY: 

Thank you, Mr. President. 

Mr. President, moving. to calendar pag~ 10, 

Calendar 449, House Bill. Number 5495. Mr. President, 

I. move· to place that . i tern on the. consent cal.endar. · 

THE CHAIR: . 

Seeing·nq objection, so ordered. 

SENATOR LOONEY: 

. Thank you, Mr. President. Mr. President, moving 

to calendar page 11, Calendar 451, Substitute for 

House Bill Number 5535. Mr. President., move to place 

this item on the cqnsent calendar. 

THE CHAIR: 

Seeing no objection, so ordered. 

SENATOR LOONEY:· 

Thank you, Mr. President. 

Mr. President, moving to calendar.page 12, 

Calendar 473, Substitute for House. Bil'l. Number 5059. 

Mr. President~ move to.place this item on th~ consent 

calendar. 

THE CH)\IR: 

Seeing no objection, so ordered. 

003539 
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Bill 121; calendar page 7, Calendar 377, Substitute 

for House Bill 5291; Calendar page 8, Calendar 398, 

Substitute for Senate Bill 231; calendar page 9, 

Calendar 442, Substitute for House Bill 5141; calendar 

page 10, Calendar 449, House Bill 5495; calendar page 

11, Calendar 451, Substitute for House Bill 5535; 

Calendar 465, Substitute for House Bill 44 ~- 5448; 

calendar page 12, Calendar 466, Substitute for House 

,Bill 5289; Calendar 473, Substitute for House Bill 

5059; Calendar 476, Substitute for House Bill 5117; 

calendar page 13. Calendar 47B, House Bill 5290; 

Calendar 481, Substitute for House Bill 5119; Calendar 

482, Substitute f.or House Bill 5120; calendar page 15, 

Calendar 492, Substitute for House Bill 5446; Calendar 

494, House Bill 5315; Calendar 504, Substitute for 

House Bill 5306; .. calendar page 20, Calendar 532, 

Substitute for House Bill 5033; calendar page 21, 

Calendar 534, Substitute for House Bill 5543; Calendar 

539, Substitute for House Bill 5350; calendar page 25, 

Calendar 561, Substitute for House Bill 5419; calendar 

page 36, Calendar 374, Substitute for House Bill 5225; 

calendar page 37, Calendar 415, House Bill 5131; 

calendar page 38, Calendar 454, Substitute for House 

Bill 5526. 

003550. 
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365 
May 4, 2010 

Mr. President, that completes the items placed on 

Consent Calendar Number 2. 

THE CHAIR: 

Please call for a roll call vote. The machine 

will be open. 

THE CLERK: 

The Senate is now voting ·by roll on the consent 

calendar. Will all Senators please return to the 

chamber. Senate is voting by·roll on the consent 

calendar. Will all Senators please return to the 

chamber. 

THE CHAIR: 

Have all Senators voted? If all Senators have 

voted, please check your vote. The machine will be 

locked. The Clerk will call the tally. 

THE CLERK: 

Motion is adoption of Consent Calendar·Number 2. 

Total number voting 

35 

Necessary for Adoption 18 

Those voting Yea 35 

Those voting Nay 0 

Those absent and not voting 1 e 
THE CHAIR: 

003551 
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SENATE 

Consent calendar Number 2 passes. 

Senator Looney. 

SENATOR LOONEY: 

Yes, thank you, Mr. President . 

366 
May 4, 2010 

Mr. Presiden·t, I would move that any i terns on the 

consent calendar requires additional action by the 

House of Representatives be immed~ately transmitted to 

that chamber. 

THE CHAIR: 

Without objection, so ordered, sir. 

SENATOR LOONEY: 

And also any other items acted upon today, not on 

the consent calendar requiring action by the House of 

Representatives. Also would move that those items be 

immediately. transmitted. 

THE CHAIR: 

Seeing no objection, sir, so ordered. 

SENATOR LOONEY: 

Thank you, Mr. President. 

Mr. President, I would yield to any members 

seeking recognition for announcements or points of 

p~rsonal privilege. 

THE CHAIR: 

At this time, I will entertain any points of 

003552 
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tmj/gbr FINANCE, REVENUE AND BO~ING 

COMMITTEE . 

March 22; 2010. 
10:00 A.M. 

you, I'm going to comment briefly on a couple 
of other bills, three or four bills also on: 
today' s agenda ·then Deputy Secretary Cicchetti 
will ·comment on· a number of bills on the 
agenda. And then we'll both pe available to 
talk about the securitiza.t.ion bill· before you, 
if that's okay. 

SENATOR DAILY: That's fine, thank you. 

DEPUTY TREASURER HOWARD RIFKIN: So very quickly, I 
want to comment on a number of bills on your 
agenda specifica"!ly. First, Senate Bill 443,.. 
AN ACT CONCERNING THE CANCELLATION OF UNISSUED 
BOND FUND AUTHORIZATIONS. 

000420 

This would, in fact, represent about· 9.2 98a'J 
million of unspent fund proceeds that would be 
eligibl.e to go to the General Fund, the General 
Fund Revenue. Once "this bill is passed and the 
Bond Commission acts on it. There's a small 
a~ount of 181, 000 that would be transferr·ed to 
the Univer.sity of Connecticut under self 
li9Uidating funds. And these acts·go back to 
the 1970s for the most. part. We've done 
·significant amounts of due· diligen,ce to ensure 
that these are able to be ess:entially scooped 
up. 

The second bill is AN ACT CONCERNING-COLLATERAL 
FOR SECURITIES LENDING BY THE STATE TREASURER, 
Senate Bill 4:_3_1.. This was. before you. last 
year.· We've come b.ack with a modified proposal 
that would allow us to use as collateral in 
securities lending transactions highly ra:ted 
debt of G10 countries to serve as collateral. 
This would allow us to, under our current 
securities len,ding program, to also loan out 
where ~ppropriate. the -- our interest in 
securities of non-domestic co~panies. '!'his 
would represent about two mill-ion· dollars a 
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year addit"i.onal revenue to the state pension 
funds. And we urge your consideration, 
favorable consideration of that.bill. 

The n~xt one is :S..§..IJ._ill Bill 27, AN ACT LIMITING 
STATE BOND AUTHORIZATIONS. Just for the 
record, I have submitted more detailed written 
testimony on this bill arid some substitute 
language, which we think will clarify the 
intent and make sure that the process of 
sunsetting bond, authorizations is done 
consistent with principles of the process of 
our issuance o·f bonds. 

Finally, House Bill 5535, which is AN ACT 
CONCERNING A MONTHLY REPORT FROM THE STATE 
TREASURER REGARDING THE STATE'S CASH BA~CE. 
Just for the record, the Treasurer does not 
have a problem with this bill at all. There is 
s.ome concern about subsection 4 of the bill and 
because of what it asks us to submit and how we 
actually track the common cash pool. There's 
money that co~es in and out on a daily basis . 
We think that what is implied in subsection 4. 
is probably too narrow. We have also -- I have· 
attached this part of my writ·.ten test·imony, 
sub.stitute language that we think will make the 
bill work and I ask for consideration of that. 

Those are the other bills that I have to 
c~mment on. I'll turn .it· over to Secretary 
Cicchetti and then. we'll come back and ta-lk 
about securitization. 

DEPUTY SECRETARY MICHAEL CICCHETTI: Thank you, 
Howard. Representative Staples, Senator Daily, 
Representative Candelora, members of the 
committee, for the record, my name is Michael 
Cicchetti, Deputy Secretary ot the Of.fice of 
Policy and -Managem~nt. I wanted to comm~nt on 
a couple of bills, two of which are the · 

~&25.. ~_tij_ 
.S8'13\ .S8-~.!h2. 
312 4 J~ _&8~t1iL 
-~(2 '-1 ~~/_ _g_f;_'"fi5. 
Jdl25~~ 11/?JE.S-l'l 
.tL866'3_q_ 
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REP .. MINER: Thank you, Good morning, Senator -

SENATOR DAILY: You've been well replaced, but we do 
miss you. 

REP. MINER: .Does this cut into my three minutes? 

SENATOR "DAILY: Yes. :Thank you very much for your 
testimony. We'll be happy to read your 
comments. 

REP. MINER: Unbelievable. Do I get another minute? 

Good morning,· Senator Daily, Represent.ati ve 
Staples, Senator Roraback and Representative 
Candelora, members of the F:i,nance, Revenue.and 
BonO.ing Committee. I want to thank you first 
of all for the razing, and second of all, for 
raising :House Bill . .?.Q.87 and .House Bili 5535. 

I think if you had a chance to take a look at 
them, which .I'm sure you have, House Bill 5087 · 
proposed to move the point at which a fiscal 
not·e is drafted to a point much earlier· in the 
process than it cu;rrently exists. It occurred 
to me that what-goes on right now is the 
committee of cogniz·ance vot·es to draft a bill, 
votes to raise a bill; votes. to pass a bill out 
of committee and if it's sent to the floor by 
either chamber, it then garners a fiscal note. 
And quite ofteri that information I think would 
be helpful t·o the beginning committ·ee rather 
than any othe·r committee of cogni.za,nce later on 
in the process. 

In addition it requires informat·ion. about how 
many prl.vate -- public sector jobs would be 
created as a par·t of that piece of legis"lation. 
I- think you all know that about 43 percent of 
the current .budg_et is propo_sed to come from 

000479 
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both business tax and income tax. And as we 
start to look into the future and know that our 
federal funding and other pass through pieces 
of revenue are going to diminish, it would be 

. important· for us to know. where we should be 
'trying to ·grow jobs.and how we should be trying 
to grow them rather than having an impact -- a 
negative impact on them. 

5535 deals with reporting from the Treasurer•s 
Office on cash -- our common cash pool. And. I 
think you all know that we don • t fund the bi.lls 
of the state of Connecticut out of different. 
pots of money, we fund them out of one big pot 
of, in some cases, cash that•s generated from 
income tax, sales t.ax, other revenues like that 
that I would call more localized revenue. And 
in the other case, federal pass through dollars 
such as the ARRA funds, and then thirdly from 
bond proceeds. 

The Treasurer was here this morning talking 
about some of those bond proceeds. And what 
many of us have been trying to figure out is 
what percentage of our common cash pool is made 
up of good old fashioned cash raised through 
the tax policy of the state of Connecti.cut 
versus those other forms of revenue, which are 
in many ca·ses, unsustainable.. No one is 
predicting that the federal stimulus money is 
going to go on forever. So we need to look at 
what portion of our current bills are being 
paid for with those dollars and try to figure 
out how· we•re going to get through 2011, 2012, 
2013 and ongoing. 

My understanding is that there are a number of 
pieces in the later s.~ction,. which were drafted 
in an effort to try and provide a little more 
detail so that we would know how much cash is 
coming in, how much cash. is going out. What 

000480 
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perc~ntage of those- dollars are made- up from 
what funding_ source and so on. I understand 
from the testimony this morning that Section 4 
might be a little more probl~matic because of 
some of the sizes of federal dollars _an!i the 
intricacies with which they come in. 

But I would hope that the committee would work 
with the T'reasurer• s Office to try and perhaps 
rewrite that section in a way that allows us to 
keep the sanctity, let•s say, of that portion 
so that we know where those dol.lars come from. 
I think it would be important for this 
committee and others. 

·Frankly as a member of the Appropriations 
Committee, I' struggle almost every day with 
members who are trying diligently to fund 
programs that are- importa,nt to them and their 
constituents. And I cer:'tainly mean no 
disrespect in saying that we•re focusing on 
dollar values that are in the thousands when 
our problems are in the millions. And I think 
if we had a level of detail on our cash 
projections where we could look out six months, 
eight months and know that w.e·• re in trouble, I 
think we probably would recognize that we•re in 
a lot of trouble already. And it may have 
eluded many of us, -not because we don • t care, 
but becaus~ we don•t get the information. 
provided. So that aspect of that bill that 
allows .it go to both Appropriations, Finance 
and then the other members would be helpful. 
Thank _you. 

SENATOR DAILY: Thank you very much, Craig. Are 
there questions of· Representative Miner? 
Representative C~mdelora. 

REP. CANDELORA: Thank you, Madam Chair and thank 
you for coming today to testify on both of 

000481 



• 

• 

• 

64 
tmj/gbr FINANCE, REVENUE ~ -BONDING 

COMMITTEE 

March 22, 2010 
10:00 A.M. 

these bills. As we•ve had discussions, this 
area is I think particularly of in.terest to me 
and I think other members of .the commit tee . 
And I think what it sort of points to is I 
guess, trying to -- in understanding the c.ash 
flow , trying to also understand some of the 
short term borrowing that does go on in the 
Treasure.r • s off.ice. 

And I was wondering if you could just an.swer 
for me, maybe, of -- or speak to that issue of 

· the short term cash borrowing that Connecticut 
has engaged in, in particular. I know in 'the 
Appropriations Committee you•ve had some 
discussions about the debt service and at what 
level we a-re going to· -be f-unding that debt 
service. 

REP. MINER: Well, it•s my understanding that the 
budget that we•re currently operating under has 
appropriations for both this year and next year 
for what 1 think we would generally refer to as 
capital projects, projects that have gone 
through bond authorization and then other lines 
of credit, commer~ial lines of credit and so 
on. So we·•ve built our debt service to 
acco~modate all those different types of 
.borrowing. An(i if I understa,nd it correctly, I 
thirik currently this year we have a,l;>out a two 
million dollar authorization just to. establish 
lines of· credit. 

So if the Governor deemed or the Treasurer 
deemed that we needed cash to pay the electric 
bill, theoretically, they could- exercise those 
lines_ of credit. we•ve already paid_ up front, 
the points; I believe, necessary to have thos.e 
dollars. I think it•s about 580 million 
dollars available· to us. And that would be 
triggered, I think, it•s within a couple of 
days so that we could have ready cash to do 
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Because_of our common cash pool now, it may not 
be necess·ary for us to borrow mon·ey that way. 
We may actually get a better rate borrowing it 
on a capital projects need and then wor~ out of 
the float, but I think what it's allowed is for 
us to operat·e with less of a sense of urgency. 

People always talk about California, for 
instance, and they say, "Well, at least we're 
not like California." I ·suspect the reason 
we're not like California is because most of us 
aren't acutely aware of the fact that ·our 
common cash pool is made up of a much larger 
percentage of borrowed money now than it ever 
was. And so if you continue to pay your bills 
with borrowed cash, yet don't run out of money, 
the illusion is that we're still all right. 

REP. CANDELORA: And so you make reference to the 
lines of .credit and you know, the commercial 
paper. So as I understand this we have short 
term borrowing that we've done for cash flow 
purpos~s. So that borrowing is separate from 
say, the bil1j.on dollars in ERNs that we've. 
issued and the ·securitization that we're 
looking at doing in the amount of 1. 3 billi.on. 

On top of those two issues, what I hear ·you're 
saying is that we also have short term 
borrqwing. As you said, like the line of 
credit, we have 580 million dollars anQ the 
Treasurer's Office has taken out in a line of 
credit. And I'm just wondering what other 
mechanism-- if we don't have this·bill, what 
would be the mechanism for the Legislature to 
know about these things, because -- you. know, 
is there an authorization process that we need 
to put a stamp on in order for these things to 
happen? 

000483 
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REP. MINER: ~ell, mu unde·rstanding is that the 
Treas·urer• s Office can function within certain 
parameters in and .of the office itself. And 
then beyond that there's an authorization 
required out of the Governor's office. 

So that the Governor last year, I ·believe, 
signed a letter authorizing the Treasurer to 
borrow money on a short term basis for 
emergency cash. And so that allows the · 
Treasure~ to go into the marketplace, not for 
purposes of cash to pay capital needs, bu,t for 
purposes of cash to pay payroll, electric 
bills, send the check to municipalities as it•s 
requir·ed,· recognizing that there probably is 
going to come a time where we haven't dealt 
with.the_deficit in a sufficient way to keep 
our expenditures in line with our revenues. So 
my understanding is that that ~uthoriz~tion is 
in place and my understanding i·s that. we have 

_budgeted up front for the potential <;>f if that 
circumstance we·re to occur . 

REP. CANDELORA: "And aside from the line of credit, 
do we know what amount of comm~rcial paper for 
short term borrowing.that the ~reasurer is 
seeking? 

REP. MINER: I don • t know the answer t·o that 
question. I suspect that that information 
·might be available somewhere. Aga~n, this 
isn•t -- this seems to me to be an area of the 
state government that a lot of people don•t 
have an inte.rest in and don • t like to ·talk 
abotit.because it-•s not glitzy. It's not like 
doing something nice for the environment. It's 
really the mundane dollars and cents part of 
government. 

And so you. almost have to get .into a rather 
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long exchange of emails or hard paper 
correspondence with the Treasurer's bffice or 
OPM or OFA and some combination thereof to tx:y 
and .get a lot of these questions answered. But 
I think. to the extent we can make more 
l.nformation available on the front- end to 
committee members on both the Finance and 
Appropriations Committees-, t think 'the picture 
will become clearer to a lot of people. 

REP. CANDELORA: Thank you. I appreciate your 
testimony. I think we all understand it is 
within the Treasurer's purview to manage our 
cash, but it makes sense that we ·would need to 
know the·se, things. Especially going through 
the next budget years of where our·cash flow is 
so that the policy decisions that we make 
today, like just having this debate on the 
securitization piece and w:hat lines that we're 
going to be looking to securitize, that we 
would have the big picture iii front of us so 
when we make those policy decisions, we have 
the full picture . 

REP. MINER: I was actually kind of fascinated to 
listen to that discussion while I was waiting'. 
And it didn't occur t_o me prior to today that 
part of this securi-tization of the energy fund 
was actually part of a tax bill that would have 
gone away or would go away -on people's electric 
bill. We secure -- well, we didn't securitize 
-- we actually had electric bills created in 
such a way that paiq for the str.anded costs of 
power companies :back when we made that more 
competitive pro:cess, deregulated it. 

And I've be~n here long enough now to actually 
have the possibility of seeing ·that sunset, no 
pun intended. The likelihood sounds 1-i]{e we 
may securitize those dollars and people will 
·pay it on their electr.ic bill not knowing that 
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it's no longer being used to pay for what was 
stranded in that electricity decision. So if 
you're not in the right place at the right time 
around here, generally.. you don't get the 
information. And I think any way that we can 
provide it in a broader spectrum to more 
people, the better off .we'll be. 

SENATOR DAILY: Martin Madar followed by Doug 
Cahill, ·John Rote. and Mayor Melody Currey. 

MARTIN MADOR: Good afternoon, Senator Daily, 
Repre~entative Staples, members of the 
committee. I'm Martin Madar. I'm the 
volunteer legislative chair for the Sierra 
Club, Connecticut chapter. I hold a master's 

·Of environmental management from Yale School of 
Forestry and Environmental Studies. 

I want to spend the first of my three minutes 
talking about the securitization of the energy 
funds. I endorse everything that Jeff Gaudiosi 
said to you originally. Taking these funds 
away from the energy programs is simply a bad 
idea. We thought this was off· the table. We 
were a little bit surprised to see it come 
back. 

In my testimony I list nine very cogent reasons 
why we·do not want to do this and instead of 
reading that, I'm going to ask that you read my 
testimony, and of course, listen to a number of 
other witnesses who, as Senator Daily pointed 
out, will be talking on this. 

Now, for the next two minutes, I'd like to taik 
about 5534 '· AN ACT ESTABLISHING A REVENUE 
ACCOUNTABILITY COMMISSION, and here I'm 
speaking for myself. It will certainly· requi.re 
Herculean efforts in the coming year to address 
both the current 500 million dollar deficit and 

000486 



 

 

 

 

 

 

 

 

JOINT  

STANDING 

COMMITTEE 

HEARINGS 

 

 

 

FINANCE 

REVENUE  

AND BONDING 

PART 3 

 560 – 837 

 

2010 

 



·.;.·-:-.· 

00065-7--·-

• 

• 

'J;estimony of Howard G. Rifkin 
_· ________ . Deputy Treasurer of the State of Connecticut . _ 

SUBMfiTED TO THE FIN,\NCE, REVENUE .\ND BONDING COMl\olfiTEE 
MARcH 22,2010 · 

Senator Daily, Representative Staples, and members of the Finance, Revenue and Bonding 
Committee, thank you for the opportunity to appear before you today. There are five bills on the 
agenda for today's public hearing for which we offer our comm~nts_: two bills were submitted by 
the Treasurer; another has been offere'd by the Governor; and the.remaining two were raised by this 
Committee. 

First, the good news. Both billS submitted by the Treasury would generate revenues.. The first is 
Senate Bill443,~An Act Concerning the Cancellation of Unissued Bond Fund Authorizations. 
This bill, if enacted, would cancel unissued authorizations from certain inactive bond funds and, 
with the approval of the State Bond Commission, allow the remaining cash balances in these bond 
funds to be transferred to the General Fund in accordance with section 3-21(b) ~f the general 
statut~s. Passage of this legislation would release over $9.22 million of unspent bond proceeds to 
the State's General Fund, and approximately ·$181,000 that could be transferred to university self-

. liquidating funds. If the required action is taken by both the Legislature and the Bond Commission 
.before June 2010, the proceeds could _be credited to the General Fund for the 2010 fiscal year. · 

The second bill offered- by the Treasury is Senate Bill 431,_An Act Concerning Collateral for 
Securiiies Lending by the State Treasurer. This proposal wouid amend current statute to expand 
the category of collateral ·that may serve as consideration for the lending of securities from 
combined investment funds established purs\laD.t to s~ction 3-31b. Passage of this legislation would 
enable the Treasury to generate investment income of approximately $2 million annually, depending 
on market conditions. By way of background, existing law limits the types of collateral that may 

. ' serve -as consideration for repurchase agreements and securities lending to cash or securities 
~teed by U.S. gov~ent or. any U.S. agency; Since the statute was enacted in the 1970's, the 
economy .bas grown considerably more global; and the pension fund would benefit from being able 
to lend its intemational-secui::ities. -In order to fully accomplish that, we se~ legislative change that 
would add to the categories of collateral, and allow for highly rated debt of G 10 countrie~ to serve as 
collateral. In .this way, we believe tha,t in~estment income to the pension fund would be maximized 
without mate.ti.ally increasing risk, particularly given that the external firm managing the securities 
lending program fully indemnifies the State against any potential losses that may arise from lending 
seci.u:i.ties. With respect to.repurchase agreements, the securities would be collateralized in·excess of 
100 p_ercent. · 

Turning to the othei: bills on today's agenda, -you have before_ you a submittal from Governor Rell, 
Senate Bill 27, ·An Act Li'!'iting State, Bond Authorizations. The bill, as we understand it, 

_endeavors to do- two things: the first is to sunset legislative bond authorizations that have not 
received any all~~tion from the State Bond C~mm.ission in five years; th~ s~cond is a requirement ue,.rr- / 
that the debt limit be calculated on the basiS of consensus revenue esttmates or the revenue - -~~ 
estimates adopted. annually by the ·Finance, Revenue & Bonding Commi~tee, whithe~er is more 8/?L/-~4. 
recent. 

We believe the first provision may inadvertendy create more problems than it seeks to address. 
Specifically, it must be l!ery clear what is meant by "any specific item of_ authorization," given that 
existing bond authorizations take several different forms. For, exa[_Ilple, there are programmatic 

---



000658 

• bond authorizations such as those for school construction. It is likely intended that such 
programmatic bond authorizations be outside the sun setting provision -- one could say that these 

---------~ar=e-:-'not "specific items," oi: one could say tliaftlie progra,m is a speciE.citem :of authorization that 
·has received an allocation and therefore will not sunset. However, one .could also interpret each 
increase in the programmatic amount as a new specific iterp with. a five year provision, and need to 
track whether an allocation against the increa~ed amount has been made. It is also possibie to 
interpret this as .meaning that each school project is a spf;ci.fic item of authorization. 

Given this ambiguity, we respectfully suggest altemati~e language that would require OPM to 
prepare an ailnual report ·of authorizations that will sunset before the beginning· of the n~t regular 
legislative session. In order to identify what "specific items of authorization" will sunset absent 
legisiative. action, we suggest that OPM submit a report to the co-chairs· of Finance, Revenue and 
Bonding.at the beginning of each ~egular legislative sessjon that identifies those.specific items which 
OPM believes have expired or will expire absent legislative actl.on ~ that session; an:d that this report 

· be conclusive. 1bis will provide definitive guidance to the Treasurer's Office (for, bonding 
ptirposes), bond couns~~ and the General Assembly as to the items that, absent action, will have 
expired~ We have offered proposed ianguage for your consideration, as well as to OPM, and have 
included it with this testimony. 

As for the second objective of the b~ -it would require calculation of the deb~ limit on the basis of 
consensuS revenues issued three ·times in a given year, rather ~an revenues adopted by the Finance, 
Revenue and Bonding Committee. Thus,. the debt limit coUld go up or down in the course of a. 
fiscal year. The problems presented by this potential fluctuation are two-fold. · 

• The debt limit couid preclude. issuing bonds to fund capital ·expenditures already made. 
Once the Bond Com.niission has allocated bond fun<:ls, the State is authorized to incur 
expenditures. In most cases, these expei:lditures ·are funded on .an interim basis from the 
State~s common cash, .and the relevant accounts develop negative balances. Periodically, the 
State issues bonds to fund these expenditures; bond proceeds increase the State's cooimon 
cash ~d the "i:ed balances" in the relevant accounts are brought back to zero. (Ibis 
.mechanism simplifies recordk.eeping .for. Federal tax purposes~ among other things.) Since 
the debt limit ·is tested when bonds are issued, not whe!) the capital expenditures are made, if 
the debt limit is reduced it could prevent issuing bonds to fund capital expenditures already 
made. 

• The debt limit could preclude completing ·a ptoj~ct partially funded. ·The State issues bonds 
·periodically in th~ course· of the year, as market conditions and cash needs indicate,· and thus 
a capital project may be. bonded in stages. If the debt limit is -reduced in the course of a year, 

. it may be impossible to t:uJly fund a project. 

Turning to other proposals raised by this· Commi~ee, I'd like to o.ffer a brief comment on House 
Bill 5535, An Act Concerning a Mon~hly Report fro_m the ~tate Treasurer Regarding the 
State's Cash Balance. As a threshold matter, we· frequendy and gladly share wee!dy reports o~ ~e 
State's cash balance, and-would not object to formally codifying this practl.ce. One provision of this 
bill, however, is unclear and may, based ori our interpretation, be difficult to implement. 

Specifically, the bill calls for a report to include "the amounts ·in the common cash fund, with all 
components and the amowits thereof separately listed." A challenge arises because the cominon 
cash pool .iilcludes revenue sources th;at have daily inflows and outflows, such as funds received 
under the American Recovery and Reinvestment Act of 2009 ("ARRA"). ARRA funds are revenue 
sources for, and are credited to, the balances of individual· funds (such as the· Gen~ Fund and the 
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'
.• Transportation Fund). Moreover, most ARRA funds are received as reimbursements for state 

expenditures, ·and. arrive after. the disbursement 'by ·the state on ARRA~funded projects or programs 
---------"(gerterally, federal r~bursement draw downs are timed so thaCthey are received via electronic 

transfer in stat~. bank accounts when disbursements, on average, clear state bank aq:ounts). Thus, 
there is not a separate, traceable ARRA cash balance. As such, ~e :would respectfully recommend 
deleting.subsection (4) of the bill fo:r this reason or, alternatively, substituting language that we have 

• 

·proposed and attached. · 

With respect to Senate Bill 484, An Act Concerning the Governor,s Revenue Plan, the 
Treasury. imd OPM have previously submitted a detailed plan identifying a ·number of potential 
options to securitize or finance a $1.3 billion revenue shortfall :for Fiscal Year 2011. 

The State Ttel!-5urer's Office stands. ready to wor!C with you and provide whatever, addition,al 
assistance and information you may need in arriving at a decision on this question . 
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PROPOSED SUBSTITUTE LANGUAGE FOR H.B. 5535 

AAC A MONTHLY REPORT FROM THE STATE TREASURER 

REGAI_U)ING THE STATE'S CA~H BALANCE 

(Treasurer's p~posed substitute language is double-underlined below.) 

000662 

Be it enacted by the s·enate and House of Representatives in General Assembly convened: 

. Section 1. Section 3-37 of the general statutes ·is repealed and the following is substituted in 
lieu thereof (E.ffedive.]II!J 1, 2010): 

(a) The Treasurer shall, annually, on or before December thirty-first, s~bmit ·a final audited. 
"report to the ·<;Jovemor and a copy of such report to the Investment Advisory Council, 
which shall include the following information concerning th.e activities of the office of the 
State Treasurer for the immediately preceding fiscal year ending June thirtieth: (1) Complete 
financial sta~em.e~ts and accompanying footnotes for. the combined investment .(unds 
prepared in accordance with g.enerally . ·accepted accounting princip~es; which financi,al 
statementS shan· pe aucUted in accordance. with generally accepted audlttng standard, and· -
supplementary schedules depicti.Dg the interests of the component retirement plans-and ~t 
funds; (2) complete· financial.statementS and accompanying footnotes for the Sho~. Term 
Investment Fund prepared iri accordance with generally accepted accounting principles and 
supplementary schedules listing all assets held by the Short .Term Investment 'FUn.d; (3) a 
discussiQn and review of the performance of the combined investmen~ funds and Short 
Term In"estment Fund fo,r such fiscal year in accordance with recognized and appropriate 
performance presentation and disclosure, including an analysis of the return earned 'by the 
portfolio and each·c;ombi.D.ed investment fund as· well a:s the risk p~file of the portfolio and 
each combined investment fUnd according to investment industry stanWU:dS; (4) the activities 
and transactions in such reasonable detail as is appropriate of the cash management division 

·including information on the state's cash receipts and disbursements for the fiscai year, and 
the d~bt management division including the financial statements of the ·tax~exempt proceeds 
.fund prepared' in accordance wi,th generally accepted ·accounting principles;· (5) financial 
statements and accompanying .footnotes as well as a summary of operating results for the 
Second Injury Fund· for such fiscal year; (6) a fin~cial sllJD.IIia.ty and report on ·the activities 
·of the state's unclaimed pr~perty program for such fiscal year; (7) a listing of the comparues 
from which state funds ·were divested based upon such companies' business in Sudan, 
pursuant to the provisions _of section 3-21e, and any companies idenc;ified by .the Treasurer 

·.as companies from which investment of state funds has been declared: impermissible by the 
. Treasurer, pursuant to the provisions of section 3-21e; and (8) such other·infortnation as tile 

Treasurer, d~ems of in teres no the public. 

(j)) Commencing October 1. 2010. and monthly thereafter. the Treasurer shall submit a 
t~ott to the chail;persons and ranking members of the joint standing committees of the 
General Assembly having cognizance of matters relating to finance. revenue and bonding 
and appropriations and the budgets of state agencies, and to the. legislative Office of Fiscal 
Analysis. Such repo.i:t shall ·include the following information for the month two months 
prior to the. month in which the report is submitted: (1) A weekly list of the cash balance .. 
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with amount and percentage of sources. such as the common cash pooL bond fund 
investments. and. transportation Fund inyestm.tlits. with accompanying footnotes: (2) a 
yeaMo-d~te total on an ongoing ·basis. of authorized but unissued bonds. including 
assumptions in bond issuance. and anv changes from· m:onth to month in such assumptions: 

· (~ any other debt instnimerits or cofnmercial paper issued. the types and amounts. with 
accompanying· footnotes: and (4) the· amounts in the common cash. fund with all 
components. such as bank and ·different investment accmints. and the amounts thereof 
separately listed. · · 

[(b) 'fh,e.rep.ort] (j;) The reports required pursuant to this section ~hall be made available. to 
the public in ·hard copy and accessible electronically by means of the Internet or other media 
or systems available to the public. 
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