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Adjustments reflect his commitment to:

5

AContinue our efforts to grow jobs
AMaintain fiscal responsibility and discipline

AFix our public schools

Continued hard work in these areas will ensure our
economic prosperity and honor our obligation to our
children




Overview of Budget
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Midterm Budget

Appropriated Fundsof the State

(In Millions)

Revised
Estimated Recommended

FY 2012 FY 2013
General Fund $ 18,692. $ 19,266.
Special Transportation Fund 1,226.1 1,293.5
Mashantucket Pequot & Mohegan Fund 61.8 61.8
{2t RASNRZ {FAft2NBRZ |V 3.1 3.0
Regional Market Operation Fund 1.0 0.9
Banking Fund 26.8 24.9
Insurance Fund 26.6 28.4
Consumer Counsel and Public Utility Fund 26.4 25.4
22N SNEQ [/ ZundISy al A2y 22.3 21.1
Criminal Injuries Compensation Fund 3.5 3.6
Grand Total $ 20,090.: $ 20,729.(




Summary of Appropriation Growth

(in millions)
Enacted Net Recommended % Growth
Appropriation  Adjustments  Appropriation Over

FY 2013 FY 2013 FY 2013 Enacted
General Fund $ 18,952.5 $ 3139 $ 19,266.4 1.7%
Special Transportation Fund 1,277.8 15.7 1,293.5 1.2%
Mashantucket Pequot & Mohegan Fund 61.8 - 61.8 0.0%
All Other Funds 107.9 (0.6) 107.2 -0.6%
Total $ 20,400.0 $ 329.0 $ 20,729.0 1.6%

FY 2013 BUDGET ADJUSTMERM
SIGNIFICANT INITIATIVES

ALL FUNDS
(% in millions)
Education $ 128
Pension Reform * 98
Safety Net and Other
Adjustments (NET) 103
TOTAL $ 329

* Total is $123 million, including
$25 million from other funds e.g.,
federal, insurance, non-
appropriated
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Recommended Budget Adjustments
General Fund

(in millions)
Revised
Estimated Appropriated Recommended
FY 2012 FY 2013 FY 2013
Revenues $ 18,6939 % 19,4410 $ 19,318.0
Appropriations 18,692.5 18,952.5 19,266.4
Balance $ 1.4  $ 4885 $ 51.6
Reserve for GAAP (75.0) (50.0) (50.0)
Projected Balance 6/30 $ (73.6) $ 4385 $ 1.6
Proposed Changes
Rescissions and Other Actions $ 73.6
Total Changes $ 73.6
Revised Surplus/(Deficit) $ 00 $ 4385  $ 1.6
Reduce Indebtedness/Reserves (0.0) (438.5) (1.6)

Projected Balance 6/30 $ - $ - $ -




Average Annual Budget Growth Rates

Number of Total All

Fiscal Years Fiscal Years Funds
FYs 96 - 05 10 4.8%
FYs06-11 6 4.5%

FYs 12 - 13 (proj.) 2 3.8%
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Recommended Budget Adjustments

Special Transportation Fund

(in millions)
Revised
Estimated Appropriated Recommended
FY 2012 FY 2013 FY 2013
Beginning Balance $ 1074  $ 109.1 $ 109.1
Revenues 1,227.8 1,335.0 1,299.6
Total Available Resources 1,335.2 1,444.1 1,408.7
Appropriations 1,226.1 1,277.8 1,293.5
Surplus/(Deficit) $ 1.7 $ 572  $ 6.1

Projected Fund Balance 6/30 $ 109.1 % 166.3 % 115.2



Room Under the Expenditure Cag

By Fiscal Year
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A While revenuesiave been the sole limiting factor for the budget over the past few years, that is abcbatae
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A Thesecondary measure of inflation is projected to be the limiting factéf¥r2013* and FY 2014*
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A Twoyears of declines in Connecticut personal income will take their toll on upcoming expendituiesp



Out-year Balance and Spending Cap

Expenditure Cap
Financial Summary of Funds

(in millions)
Recommended Projected
FY 2013 FY 2014 FY 2015 FY 2016

Expenditure Cap Results
Total All Appropriated Funds $ 20,729.0 $ 22,117.3 $ 23,161.1 $ 24,028.8
Allowed Appropriations per Cap 20,734.8 21,467.8 22,038.9 22,731.2

Over/(Under) the Cap $ 59) $ 6495 $ 11222 $ 1,297.6

Revenues and the Expenditure Cap

Revenues - All Funds $21,860.2 $ 23,1479 $ 24,145.0
Allowed Appropriations per Cap 21,467.8 22,038.9 22,731.2
Revenues Less Allowed Approps. $ 3924 $ 1,109.0 $ 1,41338
Reserve for GAAP (166.8) (166.8) (166.8)

Balance $ 2256 $ 9422 $ 1,247.0
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FY 2013 General Fund Revenue

(in millions)

Other Taxes

(o)
$2,058.3 10.0% Personal Income

$8,779.1 42.5%

Sales & Use
$4,061.8 19.6%

Corporatlon
$779.5 3. 80

H_q_____;-_-‘[
Federal Grants
$3,663.1 17.7%

Other Revenues &
Tobacco Settlement
$1,331.0 6.4%
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FY 2013 Special Transportation Fund
Revenue

(in millions)

Licenses, Permits, Fee:
$139.8 10.5%

Federal Grants &
Interest Income

$21.1 1.6% Motor Fuels Tax

$491.8 36.9%

Transfer From
General Fun
$172.8 13.0%

Oil Companies T
$199.4 15.0%

Sales Tax

Motor Vehicle Receipts $74.7 5.6%
$232.6 17.4%
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General Fund Revenue
Economic Growth Rates
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Personal Income Tax
Growth in Estimated Payments

Income Year 2011 Compared to Income Year 2010

40.0% -+ ;
A CT withessed a

30.0% - 27.8% decline in &
quarter estimated
payments that
were due
January 17, 2012

22.7%

20.0% -

14.4%

10.0% -

A A similar
phenomenon
occurred in certain
other states
including CA, MA,

-20.0% - NJ and NY
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-5.89
-10.0% - 5.8%
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Economic Growth Rate

24% -
16% -
8%
0% -
-8% -
-16%

-24% -

-32% -

Personal Income Tax Economic Growth Ral

27.7%
0
21.9% Zﬁﬂ)
19.0% Bl 19.4%
— 17.9%
14.9%
13.0%
9.59 0 9.1%
8.7 7.8% 71% 7.89
6.0% ' 7.3% 7.3%
4.5% 5.2%
IJ m 0.8% IJ 0.8%
|
[ | [ |
-1.5% -1.89
1.8% -3.7%
-14.7%
L -21.3%
-23.5% W Withholding Tax
[J Estimates & Fina -27.3%
'00 ‘01 '02 '03 '04 '05 '06 '07 '08 '09 10 11 12 Est.'13 Fcst.

Fiscal Yeal

15



Economic Growth Rate
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Education




Education Reform

Turningthe corner on decadesof economicdecline meanswe haveto
prepareour studentsfor a successfuluture. Educatiorreform isthe first

steptowardsthat future.

Total New Funding for Education FY 2013

(in millions)

Estimated Share

New for Conditional
Funding Funding Districts
ECS $ 50.0 $ 39.5
Competitive Funding (additional ECS funds) 4.5 3.0
Charter Schools (additional ECS funds) 14.1 12.8
Commissioner's Network 24.8 24.8
Early Childhood* 7.0 5.6
Talent Development 12.0 4.8
CTHSS Trade Supplies 0.5 -

Magnets 7.3 5.8
Other Initiatives to Reform Education 7.8 6.2
Total New Funding for Education $ 128.0 $ 102.6
80%

* Additional $5 million in bond funds for TQRIS



Education Reform

Priority 1-9 VK| vOS FI YA hoBaditQeadychiddBeod (2 K
education opportunities

A $12 million for additional school readiness slots, quality improvements,
professional development and incentives

Priority 2 -Authorize the intensive interventions and enable the supports
YSOS&aal NE (2 GdzNY | NPrimyhiRg sSEhdofsvargsl O (1 A
districts

APHnoy YATtEtAZ2Y FT2NJ 0KS [/ 2YYAaaArzy



Education Reform

Priority 3- Expand the availability of hicdguality school models,
Including traditional schools, magnets, charters and others

A $22.4 million for all types of choice schools

A Combining increased charter funding into ECS and requiring local
contribution

Priority 4 - Unleash innovation by removing red tape and other
barriers to success, especially in hiperforming schools and
districts

A Overhaul of the certification process
A Remove outmoded and unnecessary rules



Education Reform

Priority 5 - Ensurethat our schools are home to the very best teachers and
principalsc working within a fair system that values skill and effectiveness
over seniority andienure

A $13 million to recruit and develop the best teachers, especially focused on teacher:
for the lowest performing schools

Priority 6 - Deliver more resources, targeted to districts with the greatest
needc¢ provided that they embrace key reforms that position our students
for success

A $50 million innew EducatiorCost Sharing (ECS) fundg®39.5million for the
lowest performingdistricts that implement reforms

A CharterSchool fundingncreased to $11,000 per pupil and integraietb the ECS
appropriation

A $3 million for 250 students in up to fiveew state Charte6Schools

A $4.5 million incompetitive funding



Education Reform

Education Cost Sharing Grant Changes

T\

No town will receivelessEC&idin 2013thanit didin 2012 130townsget
more EC3unding

Currentweightingof Limited EnglishProficient(LEP)studentswill remain
at 15% andstudentsin bilingualeducationprogramswill be added

A new child poverty measurewill be used HUSKMA (numberof children
agesbto 17) will replaceTitle | poverty

> D

T\

For most wealthy communities,the minimum aid ratio will be reduced
from 9%to 0% Theminimumaid ratio for ConditionalDistrictswill be 20%

>

Householdncomedata will be streamlinedand replacedby more current
data. CensusBureau Per Capitalncome (PCl)and Median Household
Income (MHI), which is updated once a decade, is replaced by MHI
producedand updatedannuallythroughthe Departmentof Economicand
CommunityDevelopment

A Thefoundationisincreasedrom $9,867to $12,000, a 21.6%increase



Education Reform

$2,100

$1,900

$1,700

$1,500

$1,300

Education Cost Sharing Grant (ECS)

(in millions)

Jlllll‘”l”

12 Est. '13 Rec.

FYs 2010 and 2011 include ARRA; FY 2013 includes ECS, charter schools and competitive funding
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Education Reform

$339 million for School Choice Options

(in millions)

$400.0

$350.0

$300.0

$250.0

$200.0

$150.0
[
$100.0
$50.0
$Oo T T T T T

= Open Choice
® Charter Schools*
® Magnet Schools

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

* Charter School Funding is integrated into ECS

FY 2012 Est FY 2013 Rec
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Pension Reform




A A

[O0F0S 9YLX 28SSaQ w

Three interrelated components:

A Changinghe SEBA®G/andV provisionsrelatedto pensionfunding
ALYONBlI&asSa GKS adaladSQa Fyydz tte 1
million in FY 2013, with declining additional contributions through 2023
A Will save taxpayers more than $2 billion over the next two decades

A Makingadditionalpaymentsoverandabovethe AR(Meginningn FY2014
AbmMTtT®n YAfEtAZ2Y Fyydzffeé LISNI 0KS
A Payments in FY 2014 through FY 2025

A Thesetwo measureswill
A Achieve 80% funding of SERS by the end of FY 2025
A Save taxpayers nearly $6 billion over the next 20 years

A Aﬁmendingthe spendingcapto excludepensioncontributionsin excessof
the ARC



Contributions in Millions
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Revised Pension Contribution After Eliminating SEBAC IV & V And W
Additional Fixed Contributions Beyond ARC

5,000
4500 Scheduled ARC
payment = —
4,000 $4.5 billion —
3,500
3,000 Proposed change:
500 Contributions nevere——__
exceed $2.04 billion] "\ \

2,000
1,500
1,000 S

500 A
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Baseline Draft Jan. 2012 Valuatiol e==mProposed Contributions

Achieves 80% funded ratio by 2025, and 100% by 2032 27
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Based or6/30/11 Valuation ($ in Thousands)

Retired/Deferred Liability
Activec Tier | Hazardous
Activec Tier IB

Active¢ Tier IC

Activec Tier Il Hazardous
Activec Tier Il Others
Activec Tier IIA Hazardous
Active¢ Tier IIA Others
Total Accrued Liability
Actuarial Value of Assets

Unfunded Accrued Liability

$15,663,380
64,438
1,232,873
47,184
1,121,820
1,998,223
440,608
558,199

$21,126,725
10,122,765

$11,003,960

A A N\

WS

Active

Retired
Employee
74.1%

A$21.1 billion total liability

AMost of that liability is related to alreadyetired
employees

A$11.0 billion unfunded liability

A About 75% of the actuarially required contribution is
for the unfunded accrued liability

28
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Based on updated 6/30/11 valuation, total Annual Required
Employer Contribution (ARC) is $1,059.7 million in FY 2013

Of this amount, less than 25% of the ARC ($237.5 million) is
attributable to the Normal Cost, which is the amount we
need to set aside this year for current active employees

The remaining portion of the ARC ($822.1 million) is to pay
off the unfunded accrued liability ($11.0 billion) in the
Retirement Fund

About 70% of the ARC Is attributable to the General Fund,
10% to the Special Transportation Fund and the remainder
IS recovered from other funds



Housing
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Housing Initiatives

{dzoadGFyiaAlLf AYONBIFAS A\
long-term commitment to affordable housing

Public Housing Revitalization$30 million in bonding to begin a ten year commitment of
$300 million for existing statassisted housing and 150 new Rental Assistance Program
(RAP) certificates

Affordable HousingDevelopmentg Additional $20 million in bonding beyond the $50
million in enacted budget, for a total of $70 million total in FY 2013

Elderly Congregate Housing12.5 million in bonding to develop 50 new units with
$405,000 for ongoing operating subsidies

Supportive Housing 150 new RAP certificates for scattered site units ($750,000)

Reorganizatiorg Creation of a State Office of Housing within Department of Economic

and Community Development (DECD) with programs transferred from Department of
Social Services (DSS), Department of Children and Families (DCF) and the Office of Policy
and Management (OPM), including the administration of RAP, homeless shelters, security
deposits, and elderly renters program



in Millions

Bond Authorizations for Housing Programs
FY1988to FY 2013

$120 -
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Fiscal Year



Health and Human
Services




Private Provider COLA

A FirstCostof LivingAdjustmentin five years

A $8.5 million to providea 1%costof living adjustmenteffectiveJanuaryl, 2013
to healthandhumanservicegroviders

A Fundsto be targetedto private provideremployeewagesandbenefits

AAppIiesto

A Humanserviceprovidersfunded through purchaseof servicecontracts
with state funds as well as under the federal Social Servicesand
Substanc&buseBlockGrants

A Ratebasedprovidersand families paid by the Departmentof Children
andFamilies

Providersof boardinghomesfor the Aged,Blindand Disabled

oS



Childhood Vaccine Purchase Program

A $11.7 million to expandthe & (i I ¢hi®libadvaccinepurchaseprogram

A Threenewvaccinedor universalaccesrogram Pneumococcal
Conjugate]nfluenzaand HepatitisA

A Evaluatiorof potential policychanges

A Inclusionof other Centersfor DiseaseControland Prevention
(CDCjecommendedvaccines

A Progranfinancingandassessmentnethodology

A Establishmenbf a healthcareprovidermandate



Caseload and Utilization Growth
beyond the adopted FY 2013 budget

A Department of Developmental Services (DEE.1 million

A40 individuals transitioning from Southbury

A48 individuals needing day programs who are graduating from
high school or aging out of placements

A6 courtordered placements

A Dept of Mental Healthand AddictionServiceDMHAS) $3.0 million

A6 additionalcommunitytransitionsfor individualsat
ConnecticutvalleyHospital(CVH)with acquiredor traumatic
braininjury

ADischargeof approximately25 hospitalizedclients from CVH
Into appropriatecommunitysettings

A $50million for anticipatedutilizationand caseloadyrowth in the
Departmentof SocialServicegDSSand DMHASor MedicaidLow
IncomeAdults



LongTerm Care Rebalancing
Money Follows the Person (MFP)

A Home and communitpased services

A Medicationadministrationchanges $28.6 million in annualizedsavings

A Addadult family livingandindependentsupportbroker servicedo facilitate
MFPtransitionsc costneutral

A Newassessmenitool to identify appropriatewaivers¢ $300,000

A Initiativesto retrain nursinghome staff - $400,000

A Housing

A Accessibilitynodifications- $1 million in bond funds
A Congregatéousing
A Expandagingin placepilot from 75to 125- costneutral

A Web-basedtool to identify optionsfor hospitaldischarges $250,000

A Nursinghomeright-sizing/diversification/modernization

A $10 millionin bondfunds
A $3 million in operatingfunds
A $2.6 million for nursinghome capacityfor highneedclientsin state care



Medication Administration

A Medication administration is the primary cost drivemd the primary barrier to community
placement undermining the success of Money Follows the Person (MFP) in Connecticut

A The current program costs $128.3 million for 8,500 clients.
A Top 100 clients cost an average of $76,000 per client per year
A Nursing home care costs an average of $85,000 per client per year
A Reform medication administration policies by:
A Reducing reimbursement rates
A Permitting nurses to delegate administration of medication to home health aides

A Allowing agencyppased personal care assistants (PCAs) to administer medications
A Utilizing assistive technology (e.g., medication reminders and automatic pill dispensers)

A Supports advancement of PCAs and home health aides

A FY 2013 savings of $20.5 million, annualized savings of $28.6 million



LowIncome Adults (LIA)

A60% increasein caseloadfrom 46,156 in June2010to 74,073 in December
2011 Growthhasslowed,but continuesto increase(0.5%in both November
andDecember2011)

ADSS/DMHASxpenditureshave increasedfrom $265.6 million in FY2009to
$575.6 million in FY2011 ($50 million recommendedbeyondwhat is already
iIncludedin the FY2013enactedbudget)

AProposed Waiveg Savings of $22.5 million in FY 2013 for DSS/DMHAS

AEncourage those who can afford it to obtain insurance by instituting an
asset limit of $25,000 (excluding primary residence and a single vehicle).
This is significantly higher than the $1,000 that was in place under State
Administered General Assistance (SAGA)

A Consider family income and assets for applicants under 26 if residing
with a parent or claimed as a tax dependent. This is consistent with
insurance changes in Affordable Care Act for dependent children

AAdjust coverage for certain benefits



Revenue Maximization / Preservation

A Federal revenugnaximizationefforts continue to be a priority

ANumerous Medicaid state plan amendments and waivers have been
submitted or are in the process of being submitted

Alnitiatives not requiring federal approval are being implemented

A Equal or greater effort goes infwreservationof existing sources of federal
reimbursement

A Strengthened compliance activities at the federal Centers for
Medicare and Medicaid Services (CMS), resulting in significantly
greater scrutiny of all state claims

A Significantly increased state time and effort explaining and justifying
revenue items in order to sustain claims worth hundreds of millions
2F R2fftIF NA OKIFId KFIR 2y0S 0SSy O2



Other Initiatives




Municipal Aid

No cuts Iin formula grants to towns and cities
A SignificanNew Educatiorid

Mandatesrelief, including:

A Clarifyability to assess partially completed prope(preserves
$30million in local revenue)

A Relieffrom costs related to tenangviction
A Phaseout insurance premium tax omunicipalities

A Relaxed minimum budget requirement (MBR) for high
performing school districts



Implement
Two Storm Panel
Recommendations

A $2 million in addition to the $500,000 currently budgeted
F2NJ 0KS 5SLI NIYSYd 2F ¢N) ya
Trimming Program

A $500,000 in Department of Emergency Services and Public
Protection (DESPP) for annual reale regional training
exercises

A $5 million in bond funds for a pilot program to develop
microgrids



Transportation
Service and Structural Enhancements

A $374,000 for Public Transportation

A Augment Shore Line East train service
A Expand state funding for night bus service in the Waterbury
area

A $5 million commitment to PaAsYouGo transportation projects

A Supports norbondable projects including

Abridge repairs and inspection
Apavement management and markings
Ahighway projects

A $90 million in bonding for bridge improvements
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A LYy C, Hnnc (GKS adalidsSQa akKlNB T2
and the municipal health subsidy were increased to 33%. Since then,
state costs for the TRB retiree health plan have risen 1Q@%5

million

A The state's share will be returned to the gy 2006 levels of 25%

A WSGANBR GSFOKSNARQ akKFINB 2F 0O2a
iIncrease from 33% to 42%, saving the state $7.6 million while still
providing low cost coverage

A The reduction in state funding for the municipal health subsidy
will save $2.0 milliolg The health fund will support this change

A Reimbursements under the Medicare Part D Program will be used to
2FFasSi GKS adriasSQa akKlFNB 2F UKS
the state employees health plapsaving an additional $6.5 million



Capital Budget




Capital Investments



