STATE OF CONNECTICUT
OFFICE OF POLICY AND MANAGEMENT

October 20, 2021

The Honorable Kevin Lembo
State Comptroller

55 Elm Street

Hartford, Connecticut 06106

Dear Comptroller Lembo:
Section 4-66 of the General Statutes requires that my office provide information on the state’s General Fund

for Fiscal Year 2022. An analysis of the Special Transportation Fund is also provided here due to the
significance of this fund.

FY 2022 Projection
in millions)
Changein  Oct. Est.
Estimate - Variance
Sep. Oct. Oct. vs. from

General Fund Budget Estimate Estimate Sep. Budget
Revenues $21,021.3 $21,021.7 $21,147.9 S 1262 $ 1266
Expenditures 20,746.4 20,746.4 20,665.6 (80.8) (80.8)
Operating Results - Surplus/(Deficit) § 2749 $§ 2753 S 4823 S 454 S 207.4
Budget Reserve Fund
Deposits S 1,244.5 S 1,451.5 S 207.0
Withdrawals™ (1,623.3) (1,623.3) -
Proj. Balance 6/30 S (378.8) S 4,563.6 S 207.0
Special Transportation Fund
Revenues S 1,889.7 S 1,889.7 S 1,904.8 S 15.1 S 15.1
Expenditures 1,721.8 1,721.8 1,721.8 - -
Operating Results - Surplus/(Deficit) $ 1679 $§ 167.9 S 183.0 S 151 S§ 15.1
Proj. Fund Balance 6/30 S 167.9 S  424.1 S 256.2
Notes:
1. Expenditure estimate does notinclude resources estimated at approx. $40 million required to support the home
and community based services (HCBS) reinvestment opportunity authorized by Section 9817 of the American Rescue
Plan Act (ARPA), or the new Medicaid 1115 substance use disorder (SUD) demonstration waiver anticipated to begin
this year.
2. BRF withdrawal includes the transfer out of $1623.3 million in FY 2022 pursuant to Sec. 4-30a, CGS, as the FY
2021 ending balance exceeds the statutory 15% cap. This sum will be deposited as additional contributions to the
State Employees Retirement Fund and the Teachers' Retirement Fund.
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General Fund

The adopted FY 2022 budget anticipates a $274.9 million balance at year end. We are projecting an operating
surplus of $482.3 million, up $207.0 million from last month’s forecast. Revenues have increased by $126.2
million, and estimated expenditures have decreased by $80.8 million, as explained further below. The
projected surplus represents 2.4 percent of the General Fund.

Our estimates also include anticipated state costs for the state’s current pandemic response through
December 31, 2021. Attachments to this letter outline specific measures approved to date as part of that
response.

Our forecast of the Budget Reserve Fund (BRF) balance is depicted below. We project that, after transfers
out of the fund pursuant to the close-out of FY 2021 and transfers into the fund pursuant to the statutory
volatility cap and the estimated FY 2022 operating surplus, the fund balance at the end of FY 2022 will be
$4.56 billion, or 22 percent of net General Fund appropriations for the current year and 21 percent of FY 2023
appropriations contained in Special Act 21-15. Given that this balance exceeds the statutory 15 percent cap
for the Budget Reserve Fund, additional transfers to the State Employees Retirement Fund and/or the
Teachers’ Retirement Fund are expected during the close-out period for FY 2022.

Budget Reserve Fund
(in millions)
Estimated BRF Starting Balance - FY 2022 (OSC 9/30/21 Est.) S 4,735.4
Deposit to SERS/TRS pursuant to Sec. 4-30a, C.G.S. (OSC 9/30/21 Est.) S (1,623.3)
Projected Operating Surplus - FY 2022 (OPM 10/20/21 Est.) S 482.3
Volatility Cap Deposit - FY 2022 (OPM 10/20/21 Est.) S 969.2
Estimated BRF Ending Balance - FY 2022 S 4,563.6

Revenues

Projected revenues have been revised upward by $126.2 million compared to last month’s estimate. The
largest change is in the Sales and Use Tax, up $96.2 million, as the tax continues to exceed its target and FY
2021 ended better than anticipated when the FY 2022 - FY 2023 biennial budget was adopted. Federal grants
have been revised upward by $30.0 million as the state now expects to receive an additional calendar quarter
of enhanced Medicaid matching payments due to the extension of the public health emergency through the
quarter ending March 31, 2022. All other revenues remain unchanged. Overall, it still remains early in the
fiscal year to determine whether the positive revenue trends experienced in FY 2021 will continue into the
new fiscal year, particularly with expiration of previous federal stimulus measures. In addition, the adopted
budget was balanced with an anticipated $559.9 million in general revenue replacement from the federal
American Rescue Plan Act in FY 2022, and an even larger sum is anticipated to be utilized for balance in FY
2023. Without these one-time funds, the state’s budget would not be balanced and therefore the state will
need to experience significant revenue growth this biennium to prevent a large budgetary gap in FY 2024 and
beyond.

Expenditures
We estimate that FY 2022 net expenditures will, in aggregate, be $80.8 million below the levels anticipated

in the adopted budget. This is largely due to the extension of the public health emergency declaration by the
federal government, which maintains the enhanced level of federal Medicaid reimbursement through March
31, 2022, thus reducing the state share of program costs. A description of projected shortfalls and lapses
follows.



Deficiencies. Shortfalls totaling $40.35 million are projected in the following agencies:

e Department of Labor. A $15 million deficiency is projected in the Personal Services account due to
the expiration of approximately $16.3 million in federal funds supporting additional temporary staff
at the agency responsible for responding to the increased and ongoing pandemic-related demand in
the Unemployment Insurance program.

e Commission on Human Rights and Opportunities. A $350,000 shortfall in Personal Services is
projected due largely to the addition of durational staff to aid with the agency's COVID-related
caseload.

e State Comptroller — Miscellaneous. We estimate $25.0 million in expenditures for Adjudicated
Claims. No appropriation was made in the enacted budget for payment of these claims.

Lapses: The following sums totaling $123.7 million beyond programmed lapses are estimated to remain
unspent this fiscal year:

e Department of Public Health. A lapse of $400,000 is forecast in the Personal Services account due to
vacancies.

e Department of Mental Health and Addiction Services. A lapse of $7.7 million is anticipated in the
Personal Services account due to vacancies.

e Department of Social Services. A total of $95.5 million is projected to lapse. This is primarily the result
of an estimated $85.0 million lapse in the Medicaid account due to the extension of the public health
emergency declaration by the federal government, which maintains the enhanced level of federal
reimbursement through March 31, 2022, thus reducing the state share of program costs, as well as
lower levels of service utilization. Reduced caseloads will result in lapses of $5.0 million in Temporary
Family Assistance and $1.5 million in State Administered General Assistance. Reduced caseloads and
service utilization, coupled with the extension of enhanced federal reimbursement through March
31, 2022, are expected to result in a $4.0 million lapse in the HUSKY B account.

e Teachers’ Retirement Board. A lapse of $8.0 million is anticipated in the Retiree Health Service Cost
account due to lower than budgeted health premium costs.

e Department of Children and Families. A total of $12.1 million is anticipated to lapse across a variety
of accounts, primarily those related to board and care, due to the continuing impact of the pandemic
on agency caseloads and service utilization.

In addition to the items noted above, there may be additional funding requirements resulting from
implementation activities associated with the passage of Public Act 21-1, June Special Session. Future
forecasts may be revised to reflect any additional requirements, as well as potential offsetting lapses.

Section 9817 of the American Rescue Plan Act provides states the opportunity to earn an extra 10% federal
reimbursement on a range of waiver and related services from April 1, 2021, through March 31, 2022. This
extra federal reimbursement must be reinvested in new qualifying services which support community-based
long-term services and supports over a three-year period beginning April 1, 2021 through March 31, 2024. In
addition to this initiative, a new Medicaid 1115 substance use disorder (SUD) demonstration waiver is
expected to be implemented later this year. This waiver will allow the state to leverage additional federal
reimbursement to be reinvested in the state’s SUD treatment and service system. Both of these initiatives
are still pending full federal approval and would eventually require legislative action. Once approved,
projected costs of approximately $40 million in FY 2022 will need to be appropriated and will reduce the
lapse reported this month, but these costs will be offset by additional federal revenue.



Special Transportation Fund

The adopted budget anticipates a $167.9 million balance from operations. We estimate that the Special
Transportation Fund will end the year with an operating surplus of $183.0 million, and that the Transportation
Fund balance on June 30, 2022, will be $424.1 million.

Revenues
Projected revenues have been revised upward by $15.1 million and reflect the Transportation Fund’s portion
of the overall improvement in Sales and Use Tax collections to date. All other revenues remain unchanged.

Expenditures

In aggregate, expenditures are projected to be consistent with the adopted budget. A lapse of $8.9 million in
the Department of Transportation’s Personal Services account due to vacancies will satisfy a significant
portion of the unassigned, budgeted lapse of $12.0 million.

As the year progresses, these estimates will continue to be revised to reflect the impact of changes in the
economy, expenditure patterns, and/or other factors.

Sincerely,
Melissa McCaw
Secretary

Attachments:
Summary Statements, FY 2022 Revenue and Expenditures
COVID Responses — Budget Impact



Summary of Changes
October 20, 2021
State of Connecticut
Summary of Changes - FY 2022
General Fund and Special Transportation Fund
Projected to June 30, 2022
As of September 30, 2021

(In Millions)

General Fund
Balance from Operations - Prior Month $ 275.3
Revenues

Sales and Use Tax 96.2

Federal Grants 30.0 126.2
Expenditures

Additional Requirements (30.4)

Estimated Lapses 111.2

Miscellaneous Adjustments/Rounding 0.0 80.9
Operating Surplus - FY 2022 $ 482.3
Budget Reserve Fund
Fund Balance as of June 30, 2021 $ 4,7354

Deposit to SERS/TRS Pursuant to Sec. 4-30a, CGS (1,623.3)

Volatility Cap Deposit 969.2

FY 2022 Est. Balance from Operations 482.3 (171.8)
Estimated Fund Balance - June 30, 2022 $ 4,563.6
Fund Balance as Percentage of FY 2022 General Fund 22.0%
Special Transportation Fund
Fund Balance as of June 30, 2021 $ 2411
Balance from Operations - Prior Month 167.9
Revenues

Sales and Use Tax 15.1 15.1
Expenditures

Additional Requirements 0.0

Estimated Lapses 0.0

Miscellaneous Adjustments/Rounding 0.0 0.0

Estimated Fund Balance - June 30, 2022 $ 424 1



State of Connecticut
General Fund

Statement of FY 2022 Revenues, Expenditures, and Results of Operations

Projected to June 30, 2022
As of September 30, 2021

Statement 1
October 20, 2021

(In Millions)
General Revised
Assembly Estimates Over/
Budget Plan " OPM (Under)

REVENUE
Taxes $ 19,634.6 $ 19,724.5 $ 90.0

Less: Refunds (1,751.7) (1,745.1) 6.6
Taxes - Net $ 17,8829 $ 17,9794 $ 96.6
Other Revenue 1,350.8 1,350.8 -
Other Sources 1,787.7 1,817.7 30.0
TOTAL Revenue $ 21,0213 $ 21,1479 $ 126.6
EXPENDITURES
Initial Current Year Appropriations $ 20,800.3 $ 20,800.3 $ -
Prior Year Appropriations Continued to FY 2022 2 409.2 409.2
TOTAL Initial and Continued Appropriations $ 20,800.3 $ 21,209.5 $ 409.2

Appropriation Adjustments - - -
TOTAL Adjusted Appropriations $ 20,800.3 $ 21,209.5 $ 409.2
Net Additional Expenditure Requirements 40.4 40.4
Estimated Appropriations Lapsed (53.9) (175.1) (121.2)
Estimated Appropriations to be Continued to FY 2023 2 - -
TOTAL Estimated Expenditures $ 20,746.4 $ 21,074.8 $ 328.4
Net Change in Fund Balance - Continuing Appropriations (409.2) (409.2)
Miscellaneous Adjustments/Rounding - -
Net Change in Unassigned Fund Balance - 6/30/2022 $ 274.9 $ 482.3 $ 207.4

1. S.A. 21-15. Note that CGS Sec. 2-33c limits appropriations in FY 2022 to 99.0% of General Fund revenue. As a result, the $274.9 million
budgeted surplus is comprised of $210.2 million due to this 99.0% limitation, plus a $64.7 million operating surplus.

2. CGS Sec. 4-89 and other statutory provisions.



TAXES
Personal Income - Withholding

Personal Income - Estimates and Finals

Sales and Use

Corporation

Pass-through Entity Tax

Public Service Corporations

Inheritance and Estate

Insurance Companies

Cigarettes

Real Estate Conveyance

Alcoholic Beverages

Admissions and Dues

Health Provider Tax

Miscellaneous

TOTAL - TAXES

Less: Refunds of Taxes
Earned Income Tax Credit
R & D Credit Exchange

TOTAL - TAXES - NET

OTHER REVENUE
Transfers - Special Revenue
Indian Gaming Payments
Licenses, Permits, Fees

Sales of Commodities and Services

Rents, Fines, Escheats
Investment Income
Miscellaneous

Refunds of Payments
TOTAL - OTHER REVENUE

OTHER SOURCES
Federal Grants

Transfer from Tobacco Settlement Fund

Transfers From/(To) Other Funds

Transfers to BRF - Volatility Adjustment 2

TOTAL - OTHER SOURCES

TOTAL - GENERAL FUND REVENUE

1. Sec. 44 of S.A. 21-15.

Statement 2
October 20, 2021

State of Connecticut
General Fund
FY 2022 Revenue Estimates
Projected to June 30, 2022
As of September 30, 2021

(In Millions)
General Revised
Assembly Estimates Over/
Budget Plan " OPM (Under)
$ 737119 $ 737119 § -
2,989.1 2,989.1 -
4,274.6 4,370.7 96.1
1,115.6 1,115.6 -
1,485.8 1,485.8 -
262.4 262.4 -
164.4 164.4 -
239.9 2324 (7.5)
322.9 324.2 1.3
267.4 267.4 -
76.6 76.6 -
27.3 27.3 -
974.7 974.7 -
62.0 62.0 -
$ 196346 $ 19,7245 § 89.9
(1,571.7) (1,571.7) -
(173.4) (166.8) 6.6
(6.6) (6.6) -
$ 17,8829 $ 17,9794 $ 96.5
$ 3874 $ 3874 $ -
246.0 246.0 -
352.1 352.1 -
25.9 25.9 -
160.0 160.0 -
6.6 6.6 -
2454 2454 -
(72.6) (72.6) -
$ 13508 $ 13508 $ -
$ 18519 $ 18819 $ 30.0
126.2 126.2 -
778.8 778.8 -
(969.2) (969.2) -
$ 17877 $ 18177 $ 30.0
$ 21,0213 $ 21,1479 $ 126.6

2. The volatility cap for FY 2022 is $3,505.7 million. Total revenue from the Estimates and Finals portion of the
Personal Income Tax and the Pass-through Entity Tax that exceeds the volatility cap will be deposited into the

Budget Reserve Fund.



Statement 3
October 20, 2021

State of Connecticut - General Fund
FY 2022 Appropriation Adjustments - Net Additional Requirements
Projected to June 30, 2022
As of September 30, 2021

Department of Labor $ 15,000,000
Commission on Human Rights and Opportunities $ 350,000
OSC - Miscellaneous (Adjudicated Claims) $ 25,000,000

Total $ 40,350,000




Statement 4
October 20, 2021
State of Connecticut
General Fund
Estimated FY 2022 Lapses
Projected to June 30, 2022
As of September 30, 2021

Unallocated Lapse $ 41,793,912
Unallocated Lapse - Judicial 5,000,000
CREATES Savings Initiative Lapse 4,607,283
Department of Public Health 400,000
Department of Mental Health and Addiction Services 7,700,000
Department of Social Services 95,500,000
Teachers' Retirement Board 8,000,000
Department of Children and Families 12,100,000

Total $ 175,101,195
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State of Connecticut
Special Transportation Fund
Analysis of FY 2022 Budget Plan
Projected to June 30, 2022
As of September 30, 2021

(In Millions)

Fund Balance as of June 30, 2021

REVENUE
Taxes
Less: Refunds of Taxes
Taxes - Net
Other Revenue
TOTAL - Revenue

EXPENDITURES

Appropriations

Prior Year Appropriations Continued to FY 2022 2

TOTAL Initial and Continued Appropriations
Appropriation Adjustments

TOTAL Adjusted Appropriations

Net Additional Expenditure Requirements
Estimated Appropriations Lapsed

Estimated Appropriations to be Continued to FY 2023 2
TOTAL Estimated Expenditures

Net Change in Fund Balance - Continuing Appropriations
Miscellaneous Adjustments/Rounding

Net Change in Unassigned Fund Balance - FY 2022

Estimated Fund Balance - June 30, 2022

Statement 1T

October 20, 2021

General Revised

Assembly Estimates Over/
Budget Plan * OPM (Under)
$ 2458 $ 2411 $ (4.7)
$1,494.6 $1,509.7 $ 15.1
(15.5) (15.5) -
1,479.1 1,494 .2 151
410.6 410.6 -
$1,889.7 $1,904.8 $ 151
$1,833.8 $1,833.8 $ -
40.6 40.6

$1,833.8 $1,874.4 $ 406
$1,833.8 $1,874.4 $ 406
(112.0) (112.0) -
$1,721.8 $1,762.4 $ 406
(40.6) (40.6)

$ 167.9 $ 183.0 $ 151
$ 4137 $ 424.1 $ 104

1. S.A. 21-15. Note that CGS Sec. 2-33c limits appropriations in FY 2022 to 99.0% of Special Transportation Fund revenue.
As a result, the $167.9 million budgeted surplus is comprised of $18.9 million due to this 99.0% limitation, plus a $149.0

million operating surplus.
2. CGS Sec. 4-89 and other statutory provisions.



Statement 2T
October 20, 2021

State of Connecticut
Special Transportation Fund
FY 2022 Revenue Estimates

Projected to June 30, 2022
As of September 30, 2021

(In Millions)
General Revised
Assembly Estimates Over/

Budget Plan " OPM (Under)
TAXES
Motor Fuels $ 480.3 $ 480.3 $ -
Oil Companies 250.4 250.4 -
Sales & Use Tax 670.0 685.1 15.1
Sales Tax DMV 93.9 93.9 -
TOTAL - TAXES 1,494.6 1,509.7 15.1
Less: Refunds of Taxes (15.5) (15.5) -
TOTAL - TAXES - NET $ 1,4791 $ 1,494.2 $ 151
OTHER REVENUE
Motor Vehicle Receipts $ 264.2 $ 264.2 $ -
Licenses, Permits, Fees 140.8 140.8 -
Interest Income 5.1 5.1 -
Federal Grants 11.0 11.0 -
Transfers (To)/From Other Funds (5.5) (5.5) -
Refunds of Payments (5.0) (5.0) -
TOTAL - OTHER REVENUE $ 410.6 $ 410.6 $ -

TOTAL - SPECIAL TRANSPORTATION FUND REVENUE $ 1,889.7 $ 1,904.8 $ 151

1. Sec. 45 of S.A. 21-15.



Statement 3T
October 20, 2021

State of Connecticut
Special Transportation Fund
FY 2022 Appropriation Adjustments - Net Additional Requirements
Projected to June 30, 2022
As of September 30, 2021

No additional requirements $ -

Total $ -




Statement 4T
October 20, 2021

State of Connecticut
Special Transportation Fund
FY 2022 Estimated Lapses
Projected to June 30, 2022
As of September 30, 2021

Unallocated Lapse $ 3,100,000
Temporary Federal Support for Transportation Operations 100,000,000
Department of Transportation 8,900,000

Total $ 112,000,000
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ATTACHMENT

Coronavirus Response Activities



. Coronavirus Relief Fund - Allocations
Flexible Response

Measures, $55,000, 0% Total Award: $1.38 billion
PPE and Supplies,

$4,745,985 , 0%

Arts Organization Grants,

$10,500,000,1%

Workforce Development Testing and Active
and Employment Initiatives, Clinical Monitoring,
$20,712,384 , 2% $364,346,907 , 27%
Reopen and Community
Supports, $22,235,037 ,2% \
Housing - Rent Relief, \ State Operations,

$26,572,000 , 2%

$161,269,308 , 12%
Municipalities - General COVID
Costs, $63,135,000 , 5%
Hospitals, $63,201,103 , 5% i ing
Unemployment Support,
$67,891,311, 5%
Nursing Homes,
$83,037,238 , 6% /
Economic Support and _— \ ) }
Business Relief, Nonprofits and Other Higher Education,

$89,784,241 , 7% Providers, $95,442,289 , 7% $111,162,964 , 8%

Coronavirus Relief Fund Allocation Status
Total: $1.38 billion

Pending Allocations,
$43,736,667 , 3%

Allocated,
$1,340,513,109, 97%



Agency Code

Agency Name

Approved Amount

BOR77700
CME49500
CRD47200
CSL66000
DAG42500
DAS23000
DCF91000
DCJ30000
DCP39500
DDS50000
DEP43000
DHE66500
DMV 35000
DOC88000
DOH46900
DOI37500
DOL40000
DOT57000
DPH48500
DPS32000
DRS16000
DSS60000
DVA21000
ECD46000
GOV12000
HRO41100
JUDS5000
MHA53000
MIL36000
OAG29000
OEC64800
OLM10000
OPM20000
0SC15000
0SC15200
OTT14000
PCA98000
PDS98500
SDE64000
SDR63500
S0S12500
TBD
TRB77500
UHC72000
UOC67000

Connecticut State Colleges and Universities
Office of the Chief Medical Examiner
Capital Region Development Authority
State Library

Department of Agriculture

Department of Administrative Services
Department of Children and Families
Division of Criminal Justice

Department of Consumer Protection
Department of Developmental Services
Department of Energy and Environmental Protection
Office of Higher Education

Department of Motor Vehicles

Department of Correction

Department of Housing

Insurance Department

Labor Department

Department of Transportation

Department of Public Health

Department of Emergency Services and Public Protection

Department of Revenue Services
Department of Social Services
Department of Veterans Affairs

Department of Economic and Community Development

Governor's Office

Commission on Human Rights and Opportunities
Judicial Department

Department of Mental Health and Addiction Services
Military Department

Attorney General

Office of Early Childhood

Legislative Management

Office of Policy and Management

State Comptroller

State Comptroller - Fringe Benefits

State Treasurer

Probate Court Administration

Public Defender Services Commission
Department of Education

Department of Aging and Disability Services
Secretary of the State

Responsible agency TBD

Teachers' Retirement Board

University of Connecticut Health Center
University of Connecticut

Grand Total

s
3
s
s
s
s
s
s
S
s
s
S
s
s
S
s
s
s
s
s
s
S
s
s
S
s
s
S
s
s
s
s
s
s
s
s
s
S
s
s
S
s
s
s
s
$

59,572,126.25
233,570.00
2,656,097.21
2,627,718.00
9,850,000.00
8,192,131.00
6,712,947.26
1,128,394.00
52,137,601.00
298,307.36
5,800,000.00
9,988,502.18
41,480,304.00
32,216,875.00
15,341.85
71,893,034.71
343,836.96
160,522,583.00
4,024,138.83
10,512,896.00
184,621,167.00
1,317,875.98
111,643,191.32
12,000,000.00
160,127.00
11,254,894.04
17,605,364.00
413,817.00
96,867.61
6,759,357.00
201,910.56
100, 158,080.00
78,112,109.00
40,000,000.00
211,961.82
55,574.00
971,114.31
155,499,988.00
195,333.00
1,039,051.00
85,898,492.00
24,572.00
12,218,931.50
39,846,926.25

1,340,513,109.00
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