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General Assembly Substitute Bill No. 1104

January Session, 2021 AR A AT A
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AN ACT CONCERNING COMMUNITY RESTORATION FUNDS.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:
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Section 1. (NEW) (Effective from passage) (a) There are established
community development corporations, which shall use the revenue
from the tax imposed under subparagraph (J) of subdivision (1) of
section 12-408 of the general statutes, as amended by this act, and the
moneys transferred to the Community Development Corporation Trust
Fund pursuant to subdivision (2) of subsection (e) of section 6 of this act,
for the community restoration and revitalization purposes set forth in
this section and section 2 of this act. Such moneys shall be disbursed by
and used in coordination with the community development corporation

oversight council established under section 3 of this act.

(b) (1) Any entity that is (A) exempt from tax pursuant to Section
501(c) of the Internal Revenue Code of 1986, or any subsequent
corresponding internal revenue code of the United States, as amended
from time to time, and (B) located, at the time such entity submits an
application for designation, in a distressed municipality, as defined in
section 32-9p of the general statutes, may apply to the council to be

designated as a community development corporation.

(2) To be eligible to be designated as a community development
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corporation, such entity shall:

(A) (i) Have demonstrated effectiveness in, or have been formed for
the purpose of, building, attracting and retaining neighborhood wealth,
and (ii) provide financial, educational or related services to support
initiatives that concentrate investments in human capital and
infrastructure in a specific neighborhood or neighborhoods, with

measurable community revitalization achievements;

(B) Agree to focus all its efforts in the distressed municipality in

which it is located;

(C) Agree to establish its primary office in, or relocate its primary
office to, a community impact zone within the municipality after such

zones are designated pursuant to section 3 of this act; and

(D) Agree to establish or relocate any auxiliary locations to within the

boundaries of the municipality in which the corporation is located.

(c) (1) Each community development corporation shall provide
programs, services and assistance or issue grants to support community
reinvestment strategies in the community impact zone in which such
corporation is located, including, but not limited to, the following, in

order of priority:

(A) Encouraging early childhood initiatives through the provision,
directly or in collaboration with other entities, of free or low-cost early
childhood education services to families that reside within the
community impact zone, without regard to family income level. Such
services shall include kindergarten preparedness and kindergarten
readiness assessments. The corporation may expand such services
beyond the community impact zone but within the municipality to areas

with poverty levels above the municipal average;

(B) Increasing achievement at public elementary and middle schools
located in the community impact zone. The corporation shall coordinate
with officials of such schools to submit grant applications to the
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community development corporation oversight council to supplement
per-student funding for such schools to match or approach the highest
levels of per-student funding at any elementary or middle school in the
state. Schools that receive such grants shall (i) set goals to achieve scores
in the top percentiles on the state-wide mastery examination under
section 10-14n of the general statutes. The council shall set specific target
goals for each school that receives a grant pursuant to this
subparagraph, and (ii) guarantee that a student residing in the

community impact zone will be able to attend that specific school;
(C) Rebuilding community assets through:

(i) The construction, renovation or repair of neighborhood structures
or assets of economic or other community significance, including, but
not limited to, playgrounds, sidewalks, parks, community centers,
senior centers, public libraries, urban gardens and green spaces. Only
projects for structures or assets that are owned by the federal, state or
municipal government, the community development corporation
located in the community impact zone where such structure or asset is
located, the partnered community development credit union, as
described in section 2 of this act, or a resident of the municipality in
which such structure or asset is located shall be eligible to receive
funding under this subparagraph. The corporation shall seek to train
residents of the community impact zone to perform some of the work
such projects require, directly or indirectly through partnerships with
existing technical education and apprenticeship programs and with

other entities; and

(ii) The retention, sale or rental of such structures or assets after
completion, provided any sale shall be to a resident of the community
impact zone only. The partnered community development credit union
may develop a cooperative model for owning and renting such
structures or assets;

(D) Increasing owner-occupancy of residential buildings through:
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(i) Tracking and undertaking efforts to increase the percentage of
owner-occupied residential buildings in the community impact zone.
The corporation shall set five-year target percentages and shall

periodically evaluate and revise such target amounts;

(ii) The restoration and repair of multifamily rental buildings located
in the community impact zone to convert such buildings into owner-
occupied residential buildings or multifamily cooperative buildings
with at least one unit to be a rental unit. Only projects for multifamily
rental buildings owned by the community development corporation
located in the community impact zone, the partnered community
development credit union or a resident of the municipality in which
such building is located shall be eligible to receive funding under this
subparagraph. A multifamily rental building that is not owned by such
corporation, credit union or resident may be considered for funding
under this subparagraph, provided the owner of such building agrees,
in writing, to terms set forth by the corporation that further the purposes
of this section. The corporation may promote participation in existing

state and housing programs to encourage owner occupancy; and

(iii) The retention, sale or rental of such buildings after completion,
provided any sale shall be to a resident of the community impact zone
only. The corporation or the partnered community development credit
union may develop a cooperative model for owning and renting such
buildings;

(E) Supporting pathways to home ownership through the offering of
home buyer education and financial literacy programs in partnership
with existing programs. All such partnerships shall be joint efforts
between the community development corporation and its partnered
community development credit union and each such credit union may
develop and offer subsidized or incentivized financial products for
individuals who participate in such programs;

(F) Creating pipelines to employment for residents of a community
impact zone through:
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(i) The implementation of or participation in community work-based
training programs, in consultation or coordination with other
organizations, including, but not limited to, the Workforce Investment
Boards. Such programs shall provide preapprenticeship or
apprenticeship opportunities by providing instruction or training to
increase literacy, mathematics and other technical, prevocational or
vocational skills and connecting workforce, economic development and
education systems with businesses and other stakeholders in the
community impact zone. All such efforts undertaken by a community
development corporation shall focus on the residents of the community
impact zone in which such corporation is located and on businesses
offering or carrying out training programs, in order of priority, (I)
within the community impact zone, (II) within the municipality in
which the community impact zone is located, or (III) without the

municipality; and

(ii) The placement of residents of the community impact zone with
businesses offering employment or on-the-job training that are, in order
of priority, (I) within the community impact zone, (II) within the
municipality in which the community impact zone is located, or (III)
without the municipality only after the opportunities under subclauses
(I) and (II) of this clause have been exhausted;

(G) Expanding access to programs at existing community centers or
senior centers that serve all residents of the community impact zone,
regardless of age, or converting such existing centers to centers that

serve all residents of the community impact zone, regardless of age; and

(H) Providing municipal residents with low-cost transportation
options by developing or supporting transportation alternatives within
and between municipalities for travel to and from employment, home,

school, retail stores and entertainment venues.

(2) If the corporation has insufficient funds to execute to a high level
of quality all of the strategies set forth in subdivision (1) of this
subsection, the corporation shall pursue each strategy in the order of

LCO {\PRDFS1\SCOUSERS\FORZANOF\WS\2021SB-01104- 5 o0f 33
R0O1-SB.docx }



144
145
146

147

148
149
150

151
152
153
154

155
156
157
158
159
160
161

162
163
164
165
166
167
168
169
170

171
172
173
174

Substitute Bill No. 1104

priority listed in said subdivision, with an emphasis on achieving a high
level of quality in the execution and implementation of such strategy
before undertaking the next strategy listed.

(d) A community development corporation may:

(1) Acquire real property described in subsection (c) of this section in
partnership with or in coordination with its partnered community

development credit union;

(2) Operate as or establish a subsidiary that operates as a contractor
or subcontractor, provided such corporation or subsidiary complies
with all applicable licensing and registration requirements under the

general statutes; and

(3) Partner or contract with contractors or subcontractors to carry out
projects and related work for the purposes set forth in subsection (c) of
this section, provided the corporation shall give primary priority to a
contractor or subcontractor located in the community impact zone in
which the corporation is located and secondary priority to a contractor
or subcontractor located in the municipality in which the corporation is

located.

(e) Not later than six months after being designated as a community
development corporation, such corporation shall (1) identify a
Connecticut credit union located within the municipality in which such
corporation is located that will apply to the community development
corporation oversight council for designation as a community
development credit union pursuant to section 2 of this act, or (2) issue a
request for proposal for the organization of a new Connecticut credit
union to partner with, or for an existing Connecticut credit union to

partner with, such corporation.

(f) Notwithstanding the provisions of chapter 846 of the general
statutes or section 12-157 of the general statutes, a community
development corporation shall be offered the right of first refusal in the

sale of any real property that has been foreclosed or is being sold at
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public auction and is located in the community impact zone in which
such corporation is located, provided such corporation has timely
notified the mortgagee or the town tax collector, as applicable, of such

corporation's interest in acquiring such property.

(g) Each community development corporation shall submit a
financial report to the community development corporation oversight
council, on such frequency as the council shall require but at least

annually, and include such information as the council requires.

(h) (1) A community development corporation may request that its
designation be removed. The community development corporation
oversight council may grant such request, provided the council
designates, from prior submitted applications or through a new request

for application submissions, another entity to replace such corporation.

(2) The council may remove the designation of any community
development corporation that the council determines is unable to or is
deficient in carrying out the purposes of this section, provided the
corporation has been afforded an opportunity to address and improve

any deficiencies noted by the council.

Sec. 2. (NEW) (Effective from passage) (a) There are established
community development credit unions, which shall partner with
community development corporations, established under section 1 of
this act, to further the community restoration and revitalization

purposes set forth in this section and section 1 of this act.

(b) (1) Any Connecticut credit union organized under chapter 667 of
the general statutes and in compliance with the provisions of said
chapter or any Connecticut credit union service organization, as defined
in section 36a-2 of the general statutes, may apply to the community
development corporation oversight council established under section 3

of this act to be designated as a community development credit union.

(2) To be designated as a community development credit union, a
Connecticut credit union or Connecticut credit union service
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organization shall:

(A) Serve low-income and moderate-income individuals and
communities that have limited access to affordable financial services
and products, with priority given to credit unions that specialize in (i)
providing home mortgages or small business loans to members with
imperfect, limited or no credit history, (ii) providing financial education
and counseling to its members, and (iii) offering products, services and

support at a low or reasonable cost to its members; and

(B) Agree to partner with or be partnered with at least one
community development corporation and focus its activities and efforts

to support such corporation's purposes set forth in section 1 of this act.
(c) Each community development credit union shall:

(1) Submit its governance structure to the community development
corporation oversight council for review and approve the addition of
representatives of its partnered community development corporation to
its governing board, executive committee or supervisory committee or
similar board or committee, in such numbers and as agreed to by such

credit union and corporation;

(2) If applicable and necessary, expand its field of membership in
accordance with section 36a-438a of the general statutes, to allow all
residents of all community impact zones within the municipality in
which its partnered community development corporation is located, to

be members of such credit union;

(3) Offer or agree to offer free or low-cost basic checking and savings
account services to all residents of the community impact zone in which
its partnered community development corporation is located;

(4) Agree to establish, or relocate to, a location in the community
impact zone in which its partnered community development
corporation is located after such zones are designated pursuant to
section 3 of this act. Such credit union shall not be precluded from
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establishing or having locations elsewhere in the state or establishing or
having multiple locations within the municipality in which the

community impact zone is located; and

(5) Develop and issue, in consultation with its partnered community
development corporation, social impact bonds to support or
supplement the efforts of such corporation. Such bonds shall be
designed to maximize tax benefits to investors, where the community
impact zone in which such corporation is located aligns with federally

designated opportunity zones.
(d) A community development credit union may:

(1) Develop low-cost or subsidized financial products and services to
support the community development goals of its partnered community
development corporation and apply to the community development

corporation oversight council for funding for such purpose; and

(2) Collaborate with its partnered community development
corporation to help finance or facilitate investments in real property or

community structures and assets pursuant to section 1 of this act.

(e) Each community development credit union shall submit a
financial report to the community development corporation oversight
council, on such frequency as the council shall require but at least

annually, and include such information as the council requires.

() (1) A community development credit union may request that its
designation be removed and that it no longer be partnered with its
community development corporation. The community development
corporation oversight council may grant such request, provided such
corporation identifies another Connecticut credit union or Connecticut
credit union service organization to replace such credit union or issues
a request for proposal for the organization of a new Connecticut credit
union or Connecticut credit union service organization with which to
partner.
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(2) The council may remove the designation of any community
development credit union that the council determines is unable to or is
deficient in carrying out the purposes of this section, provided the credit
union has been afforded an opportunity to address and improve any

deficiencies noted by the council.

Sec. 3. (NEW) (Effective from passage) (a) As used in this section,
"municipality" means any town, city or borough, consolidated town and
city or consolidated town and borough and "distressed municipality"
has the same meaning as provided in section 32-9p of the general
statutes.

(b) (1) There is established a community development corporation
oversight council, which shall be part of the Legislative Department.
The council shall consist of the following members: (A) The Treasurer;
(B) the Commissioner of Economic and Community Development; (C)
the executive director of the Commission on Women, Children, Seniors,
Equity and Opportunity, established pursuant to section 2-127 of the
general statutes; and (D) four members appointed by the Governor. In
making the appointments under subparagraph (D) of this subdivision,
the Governor shall seek to appoint individuals who have broad
community knowledge and experience with communities within the
eligible census tracts selected by the Secretary of the Office of Policy and
Management pursuant to subsection (f) of this section and are reflective
of the ethnic, gender and economic diversity of such communities. All
appointments to the council shall be made on or after August 1, 2021,
but not later than August 31, 2021.

(2) The Treasurer and the Commissioner of Economic and
Community Development shall serve as cochairpersons of the council
and shall jointly schedule the first meeting of the council, which shall be
held not later than September 1, 2021. On and after January 1, 2022, the
council shall meet not fewer than six times each year. A majority of the

council shall constitute a quorum for the transaction of any business.

(3) Any vacancy shall be filled by the appointing authority. Any
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vacancy occurring other than by expiration of term shall be filled for the

balance of the unexpired term.

(4) The members of the council shall serve without compensation, but
shall, within the limits of available funds, be reimbursed for expenses

necessarily incurred in the performance of their duties.

(5) The administrative staff of the joint standing committee of the
General Assembly having cognizance of matters relating to economic

development shall serve as administrative staff of the council.
(c) The council shall:

(1) Establish criteria for designation as a community development
corporation, community development credit union and community
impact zone and designate such corporations, credit unions and zones
in accordance with the provisions of this section and sections 1 and 2 of
this act;

(2) Establish an annual budget in accordance with the provisions of

this section;

(3) Oversee the investments of, deposits in and disbursements from
the Community Development Corporation Trust Fund established

under section 4 of this act;

(4) Approve the programs, services and activities of and efforts
undertaken by community development corporations and community
development credit unions to further the purposes of this section and

sections 1 and 2 of this act;

(5) Oversee, support and coordinate the programs, services and
activities of and efforts undertaken by community development
corporations and community development credit unions under sections
1 and 2 of this act, within and across municipalities and with other
relevant state agencies, entities and initiatives;
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(6) Advise community development corporations, community
development credit unions, state agencies and other entities with
respect to the core purposes of community development corporations

and community development credit unions;

(7) Review the disbursement of funds to, and contracts entered into
by, community development corporations and community
development credit unions, to evaluate the impact and effectiveness of
such disbursements and ensure that decisions made by such
corporations and credit unions regarding services or grants provided or
other financial instruments issued are based solely on the purposes set

forth in sections 1 and 2 of this act;

(8) Review the reports submitted to the council by community
development corporations and community development credit unions;

and

(9) Do all things necessary to carry out its duties and responsibilities

under sections 1 to 4, inclusive, of this act.

(d) The council shall designate community development credit
unions from among applicants that fulfill the requirements set forth in
subsection (b) of section 2 of this act. The council may designate only

one community development credit union for each municipality.

(e) The council shall designate community development corporations

in accordance with the provisions of this subsection.

(1) Not later than October 1, 2021, the council shall release its criteria
for prospective applicants seeking designation as a community
development corporation. In addition to the requirements set forth in
section 1 of this act, such criteria shall take into consideration the goals,
purposes and requirements set forth in said section and shall include,
but not be limited to, (A) whether the applicant has broad community
representation in its leadership and governance, with an emphasis on
ethnic and economic diversity reflective of the municipality in which the

applicant is located, and (B) the professional competence and relevant
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experience of the applicant's management and staff. Each applicant shall
include (i) a letter of support from the chief elected official of the
municipality in which the applicant is located, and (ii) a statement that
the applicant agrees to locate its office in a community impact zone once
such zones are designated. The council shall accept applications on or
after October 1, 2021, until and including January 31, 2022.

(2) Not later than March 1, 2022, the council shall announce its
selections for designated community development corporations. The
council may designate only one community development corporation

for each municipality.

(f) The Secretary of the Office of Policy and Management shall select
eligible census tracts and the council shall designate community impact

zones, in accordance with the provisions of this subsection.

(1) The secretary shall select census tracts within distressed
municipalities that will be eligible to have a community impact zone or
zones designated within such tract. The secretary shall consider, but
need not be limited to, the following metrics for each census tract: (A)
The educational level attained by the population, specifically the
percentage of the population attaining an associate degree or a
bachelor's degree; (B) the most recent third grade scores on the state-
wide mastery examination under section 10-14n of the general statutes
for reading; (C) the most recent third grade scores on the state-wide
mastery examination under section 10-14n of the general statutes for
mathematics; (D) the unemployment rate; (E) the state of the local
economy, employment availability and access and diversity of jobs; (F)
the percentage of the population receiving public assistance; (G) the
percentage of the population below the federal poverty level; (H) the
rate of home ownership; (I) the percentage of vacant housing; and (J)
crime rates.

(2) Not later than August 1, 2021, the secretary shall release the census
tracts that are eligible for consideration, based on a demonstration of the
greatest socio-economic need as indicated by subparagraphs (A) to (J),
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inclusive, of subdivision (1) of this subsection. The secretary shall also
release the criteria for determining an area within any such tract to be
designated as a community impact zone. Such criteria shall take into
consideration the goals, purposes and requirements set forth in section
1 of this act and may give weight to one or more of the following: (A)
The existence of a public elementary school within the area; (B) the
existence of an early childhood center within the area; (C) the existence
of a community center serving children or seniors, or both, within the
area; (D) the existence of a local community organization comprised of
residents and leaders within the area, which organization's role is
complementary to the goals, purposes and requirements set forth in
section 1 of this act; (E) the proximity of the area to existing or planned
public transportation; and (F) existing access to an asset-based housing

organization that focuses on home ownership and financial literacy.

(3) Not later than June 1, 2022, each community development
corporation shall submit a proposal to the council for not more than two
geographically distinct areas within an eligible census tract in which the

corporation is located to be designated as a community impact zone.

(4) Not later than August 1, 2022, the council shall announce its
selections for designated community impact zones. The council may
designate one community impact zone for a municipality with a
population of one hundred thousand or less and two community impact
zones for a municipality with a population of greater than one hundred
thousand. If the council rejects a proposal or does not designate an area
that a community development corporation proposed, the council may
allow such corporation to resubmit a proposal if a community impact

zone has not been otherwise designated.

(5) Not later than February 1, 2023, or as soon as practicable following
the designations of community impact zones, each community
development corporation shall establish an office or relocate its office
within such zone.

(g) The council shall establish an annual budget that sets forth the
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amounts in the Community Development Corporation Trust Fund to be
invested, the amounts in the fund to be disbursed for programs,
services, activities and expenses for the purposes of sections 1 and 2 of
this act and the amount to be set aside for the purposes of subsections
(h) and (i) of this section. The council, in consultation with the Treasurer
and the chief executive officer of the Connecticut Green Bank
established under section 16-245n of the general statutes, shall adopt an
investment plan with the goals of yielding investment returns over the
long-term to support the programs, services, activities and efforts for the
purposes of sections 1 and 2 of this act and supporting a substantial
portion of the fund's annual expenditures from the investment returns.
The initial investment plan shall set forth an investment strategy for not
less than twenty years and the council may revise such plan from time
to time by affirmative vote. The council shall annually review such plan
and the investment returns generated and shall adjust the amount of

moneys to be invested and disbursed each year accordingly.

(h) (1) The council shall set aside an amount in its annual budget
equal to the amount appropriated in the state budget act for the
intensive reading instruction program established under section 10-14u
of the general statutes, provided such amount set aside shall not exceed
three million dollars each year. The amount to be set aside under this
subsection may be reduced if there are insufficient moneys in the fund
to provide for the purposes set forth in sections 1 and 2 of this act and

for the entire amount of the set-aside specified under this subdivision.

(2) The council shall make such moneys available for the
implementation or support of said reading instruction program or any
state-wide early literacy initiative developed and implemented by the
Department of Education, regardless of whether such program or
initiative is related to a community impact zone or is eligible for other
community development corporation or community development
credit union programs or other grants or funding. The moneys made
available pursuant to this subdivision shall supplement existing or other
available grants or funding. The council shall establish forms and
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criteria to apply for such moneys and shall give primary priority to
applications from schools located in a community impact zone,
provided all such schools submit an application. Any moneys awarded
to such schools shall be distributed on a zone-wide basis to be used
solely for the purpose of making said reading instruction program
available to all students reading below proficiency level who reside or
attend school within the community impact zone. The council shall give
secondary priority to applications from schools located in a distressed
municipality on the basis of the level of student reading achievement, as

determined by the Commissioner of Education.

(i) The council shall set aside an amount in its annual budget, to be
determined by the council, to provide financial assistance to health care
providers and facilities that provide mental health or substance use
disorder treatment services in any municipality. The council shall
establish eligibility requirements for such financial assistance and
publicize the availability of such financial assistance to the relevant

community.

(j) The council shall develop a proposal to allow social impact bonds
to be issued by the state to support public schools located in community
impact zones. Not later than February 1, 2022, the Secretary of the Office
of Policy and Management shall submit a report, in accordance with the
provisions of section 11-4a of the general statutes, to the General
Assembly, setting forth the proposal and including recommendations
on ways to leverage the federal opportunity zones program to support

such public schools.

(k) (1) The council may cause to have conducted an external,
independent audit of any community development corporation or

community development credit union.

(2) The council may request the Auditors of Public Accounts to
perform, and said auditors shall perform, audits and other related
evaluations to facilitate the council's responsibilities established under
sections 1 to 4, inclusive, of this act.
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(I) Not later than February 1, 2024, and annually thereafter, the
council shall submit a report to the Governor and to the General
Assembly, in accordance with the provisions of section 11-4a of the
general statutes. Such report shall include, but not be limited to, a list of
the community development corporations, community development
credit unions and community impact zones designated to date, a
summary of the programs, services, activities and efforts undertaken by
such corporations and credit unions pursuant to sections 1 and 2 of this
act and the disbursements made from the Community Development
Corporation Trust Fund to support such programs, services, activities

and efforts.

Sec. 4. (NEW) (Effective from passage) (a) There is established a fund to
be known as the "Community Development Corporation Trust Fund".
The fund shall contain any moneys required by law to be deposited in
the fund and shall be held in trust separate and apart from all other
moneys, funds and accounts. Investment earnings credited to the assets
of the fund shall become part of the assets of said fund. Any balance
remaining in the fund at the end of any fiscal year shall be carried
forward in the fund for the fiscal year next succeeding. Moneys in the
fund shall be expended by the community development corporation
oversight council established pursuant to section 3 of this act to be used

for the purposes set forth in sections 1 and 2 of this act.

(b) The Treasurer shall invest the amounts on deposit in the fund in
a manner reasonable and appropriate to achieve the objectives of the
fund, exercising the discretion and care of a prudent person in similar
circumstances with similar objectives. The Treasurer shall give due
consideration to rate of return, risk, term or maturity, diversification of
the total portfolio within the fund, liquidity, the projected
disbursements and expenditures, and the expected payments, deposits,
contributions and gifts to be received. The Treasurer shall not require
the fund to invest directly in obligations of the state or any political
subdivision of the state or in any investment or other fund administered
by the Treasurer. The assets of the fund shall be continuously invested
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and reinvested in a manner consistent with the objectives of the fund

until disbursed for the purposes set forth in sections 1 and 2 of this act.

(c) On or before December thirty-first, annually, the Treasurer shall
submit a financial report, in accordance with the provisions of section
11-4a of the general statutes, to the community development
corporation oversight council and the joint standing committee of the
General Assembly having cognizance of matters relating to finance,
revenue and bonding, setting forth the receipts, disbursements, assets,
investments, liabilities and administrative costs of the fund for the prior

fiscal year.

Sec. 5. (NEW) (Effective from passage) Any entity that is exempt from
tax pursuant to Section 501(c) of the Internal Revenue Code of 1986, or
any subsequent corresponding internal revenue code of the United
States, as amended from time to time, and exempt from paying property
tax and any municipality and the state may make a deposit with a
community development credit union, to be invested by such credit
union to further the community restoration and revitalization purposes
set forth in sections 1 to 4, inclusive, of this act. Each community
development credit union that receives a deposit pursuant to this
section shall provide a rate of return on such deposit that is, at a

minimum, not less than the London Interbank Offered Rate.
Sec. 6. (NEW) (Effective from passage) (a) As used in this section:

(1) "Cannabis" means "marijuana", as defined in section 21a-240 of the
general statutes. "Cannabis" does not include marijuana cultivated or

sold for palliative use pursuant to chapter 420f of the general statutes;

(2) "Cannabis concentrate" means any form of concentration,
including, but not limited to, extracts, oils, tinctures, shatter and waxes,
that is extracted from cannabis or a cannabis product;

(3) "Cannabis product" means a cannabis concentrate or a product
that contains cannabis, which may be combined with other ingredients,

and is intended for use or consumption. "Cannabis product" does not
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include the raw cannabis plant;

(4) "Cannabis retailer" means a person licensed by the Department of
Consumer Protection to sell cannabis and cannabis products to

consumers;

(5) "Consumer" means an individual who is twenty-one years of age

or older; and

(6) "Municipality" means any town, city or borough, consolidated

town and city or consolidated town and borough.

(b) (1) On and after the date the Department of Consumer Protection
first issues a license to a cannabis retailer, there is imposed a local sales
tax at the rate of three per cent on the sale of all cannabis and cannabis
products. Such tax shall be in addition to the tax applicable to such sales
under section 12-408 of the general statutes, as amended by this act, and
shall be administered in the same manner as the tax under said section.

(2) Each cannabis retailer making such sales shall file with the
Commissioner of Revenue Services, on or before the last day of each
calendar quarter, a return for the calendar quarter immediately
preceding. Such returns shall be in such form and contain such
information as the commissioner prescribes and shall indicate the
municipality in which such sales occurred, and shall be accompanied by
a payment of the total amount of tax shown to be due thereon.

(c) The commissioner shall deposit any local sales tax collected
pursuant to subsection (b) of this section into the municipal cannabis

revenue account established under subsection (d) of this section.

(d) There is established an account to be known as the "municipal
cannabis revenue account" which shall be a separate account within the
General Fund. The account shall contain any moneys required by law to
be deposited in the account. Moneys in the account shall be expended
by the Commissioner of Revenue Services for the purpose of providing

moneys in accordance with this section to municipalities in which
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cannabis retailers are selling cannabis and cannabis products to

consumers.

(e) (1) The commissioner shall maintain (A) an accounting of all sums
deposited in the account, aggregated by municipality, (B) a listing of
sums remitted by each cannabis retailer, and (C) such other information

as the commissioner deems necessary for the purposes of this section.

(2) Commencing in the second calendar quarter following the initial
deposit into the account, the commissioner shall distribute on a
quarterly basis a sum, calculated on a point-of-sale basis, to each
municipality in which a cannabis retailer is located and for which a
point-of-sale can be determined. Any moneys remaining in the account
at the close of the fiscal year for which no point-of-sale can be
determined shall be transferred to the Community Development

Corporation Trust Fund established under section 4 of this act.

(3) The commissioner shall make available to each municipality in
which a cannabis retailer is located any information concerning such

municipality that is maintained under subdivision (1) of this subsection.

(f) If any person fails to pay the amount of tax reported due on its
report within the time specified under this section, there shall be
imposed a penalty equal to ten per cent of such amount due and unpaid,
or fifty dollars, whichever is greater. Such amount shall bear interest at
the rate of one per cent per month or fraction thereof, from the due date
of such tax until the date of payment. Subject to the provisions of section
12-3a of the general statutes, the commissioner may waive all or part of
the penalties provided under this section when it is proven to the
commissioner's satisfaction that the failure to pay any tax was due to

reasonable cause and was not intentional or due to neglect.

(g) Each person, other than a cannabis retailer, who is required, on
behalf of such retailer, to collect, truthfully account for and pay over a
tax imposed on such retailer under this section and who wilfully fails to

collect, truthfully account for and pay over such tax or who wilfully
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attempts in any manner to evade or defeat the tax or the payment
thereof, shall, in addition to other penalties provided by law, be liable
for a penalty equal to the total amount of the tax evaded, or not
collected, or not accounted for and paid over, including any penalty or
interest attributable to such wilful failure to collect or truthfully account
for and pay over such tax or such wilful attempt to evade or defeat such
tax, provided such penalty shall only be imposed against such person in
the event that such tax, penalty or interest cannot otherwise be collected
from such retailer. The amount of such penalty with respect to which a
person may be personally liable under this section shall be collected in
accordance with the provisions of section 12-555a of the general statutes
and any amount so collected shall be allowed as a credit against the
amount of such tax, penalty or interest due and owing from the retailer.
The dissolution of the retailer shall not discharge any person in relation
to any personal liability under this section for wilful failure to collect or
truthfully account for and pay over such tax or for a wilful attempt to
evade or defeat such tax prior to dissolution, except as otherwise
provided in this section. For purposes of this section, "person" includes
any individual, corporation, limited liability company or partnership
and any officer or employee of any corporation, including a dissolved
corporation, and a member or employee of any partnership or limited
liability company who, as such officer, employee or member, is under a
duty to file a tax return under this section on behalf of a cannabis retailer
or to collect or truthfully account for and pay over a tax imposed under

this section on behalf of such retailer.

(h) No tax credit or credits shall be allowable against the tax imposed
under this section.

(i) The provisions of sections 12-551 to 12-554, inclusive, and section
12-555a of the general statutes shall apply to the provisions of this
section in the same manner and with the same force and effect as if the
language of said sections had been incorporated in full into this section
and had expressly referred to the tax under this section, except to the

extent that any provision is inconsistent with a provision in this section.
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(j) The commissioner may adopt regulations, in accordance with the
provisions of chapter 54 of the general statutes, to implement the

provisions of this section.

(k) At the close of each fiscal year in which the tax imposed under the
provisions of this section are received by the commissioner, the
Comptroller is authorized to record as revenue for such fiscal year the
amounts of such tax that are received by the commissioner not later than
five business days from the last day of July immediately following the

end of such fiscal year.

Sec. 7. Subdivision (1) of section 12-408 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(1) (A) For the privilege of making any sales, as defined in
subdivision (2) of subsection (a) of section 12-407, at retail, in this state
for a consideration, a tax is hereby imposed on all retailers at the rate of
six and thirty-five-hundredths per cent of the gross receipts of any
retailer from the sale of all tangible personal property sold at retail or
from the rendering of any services constituting a sale in accordance with
subdivision (2) of subsection (a) of section 12-407, except, in lieu of said
rate, the rates provided in subparagraphs (B) to [(I)] (I), inclusive, of this
subdivision;

(B) (i) At a rate of fifteen per cent with respect to each transfer of
occupancy, from the total amount of rent received by a hotel or lodging
house for the first period not exceeding thirty consecutive calendar

days;

(ii) At a rate of eleven per cent with respect to each transfer of
occupancy, from the total amount of rent received by a bed and
breakfast establishment for the first period not exceeding thirty

consecutive calendar days;

(C) With respect to the sale of a motor vehicle to any individual who
is a member of the armed forces of the United States and is on full-time
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active duty in Connecticut and who is considered, under 50 App USC
574, a resident of another state, or to any such individual and the spouse
thereof, at a rate of four and one-half per cent of the gross receipts of any
retailer from such sales, provided such retailer requires and maintains a
declaration by such individual, prescribed as to form by the
commissioner and bearing notice to the effect that false statements made
in such declaration are punishable, or other evidence, satisfactory to the

commissioner, concerning the purchaser's state of residence under 50
App USC 574;

(D) (i) With respect to the sales of computer and data processing
services occurring on or after July 1, 2001, at the rate of one per cent, and
(ii) with respect to sales of Internet access services, on and after July 1,

2001, such services shall be exempt from such tax;

(E) (i) With respect to the sales of labor that is otherwise taxable under
subparagraph (C) or (G) of subdivision (2) of subsection (a) of section
12-407 on existing vessels and repair or maintenance services on vessels
occurring on and after July 1, 1999, such services shall be exempt from

such tax;

(ii) With respect to the sale of a vessel, a motor for a vessel or a trailer
used for transporting a vessel, at the rate of two and ninety-nine-
hundredths per cent, except that the sale of a vessel shall be exempt from
such tax if such vessel is docked in this state for sixty or fewer days in a
calendar year;

(iii) With respect to the sale of dyed diesel fuel, as defined in
subsection (d) of section 12-487, sold by a marine fuel dock exclusively
for marine purposes, at the rate of two and ninety-nine-hundredths per

cent;

(F) With respect to patient care services for which payment is
received by the hospital on or after July 1, 1999, and prior to July 1, 2001,
at the rate of five and three-fourths per cent and on and after July 1, 2001,
such services shall be exempt from such tax;
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(G) With respect to the rental or leasing of a passenger motor vehicle
for a period of thirty consecutive calendar days or less, at a rate of nine
and thirty-five-hundredths per cent;

(H) With respect to the sale of (i) a motor vehicle for a sales price
exceeding fifty thousand dollars, at a rate of seven and three-fourths per
cent on the entire sales price, (ii) jewelry, whether real or imitation, for
a sales price exceeding five thousand dollars, at a rate of seven and
three-fourths per cent on the entire sales price, and (iii) an article of
clothing or footwear intended to be worn on or about the human body,
a handbag, luggage, umbrella, wallet or watch for a sales price
exceeding one thousand dollars, at a rate of seven and three-fourths per
cent on the entire sales price. For purposes of this subparagraph, "motor
vehicle" has the meaning provided in section 14-1, but does not include
a motor vehicle subject to the provisions of subparagraph (C) of this
subdivision, a motor vehicle having a gross vehicle weight rating over
twelve thousand five hundred pounds, or a motor vehicle having a
gross vehicle weight rating of twelve thousand five hundred pounds or
less that is not used for private passenger purposes, but is designed or
used to transport merchandise, freight or persons in connection with
any business enterprise and issued a commercial registration or more

specific type of registration by the Department of Motor Vehicles;

(I) With respect to the sale of meals, as defined in subdivision (13) of
section 12-412, sold by an eating establishment, caterer or grocery store;
and spirituous, malt or vinous liquors, soft drinks, sodas or beverages
such as are ordinarily dispensed at bars and soda fountains, or in
connection therewith; in addition to the tax imposed under

subparagraph (A) of this subdivision, at the rate of one per cent;

(1) On and after the date the Department of Consumer Protection first

issues a license to a cannabis retailer, with respect to the sale of cannabis

and cannabis products, at a rate of twenty per cent. As used in this

subparagraph, "cannabis", "cannabis product" and "cannabis retailer"

have the same meanings as provided in section 6 of this act;

LCO {\PRDFS1\SCOUSERS\FORZANOF\WS\2021SB-01104- 24 of 33
R0O1-SB.docx }



738
739
740
741
742
743
744
745
746
747
748
749
750
751
752
753
754

755
756
757
758
759
760
761

762
763
764
765

766
767
768
769
770

Substitute Bill No. 1104

[(N] (K) The rate of tax imposed by this chapter shall be applicable to
all retail sales upon the effective date of such rate, except that a new rate
that represents an increase in the rate applicable to the sale shall not
apply to any sales transaction wherein a binding sales contract without
an escalator clause has been entered into prior to the effective date of the
new rate and delivery is made within ninety days after the effective date
of the new rate. For the purposes of payment of the tax imposed under
this section, any retailer of services taxable under subdivision (37) of
subsection (a) of section 12-407, who computes taxable income, for
purposes of taxation under the Internal Revenue Code of 1986, or any
subsequent corresponding internal revenue code of the United States,
as amended from time to time, on an accounting basis that recognizes
only cash or other valuable consideration actually received as income
and who is liable for such tax only due to the rendering of such services
may make payments related to such tax for the period during which
such income is received, without penalty or interest, without regard to

when such service is rendered;

[(K)] (L) (i) For calendar quarters ending on or after September 30,
2019, the commissioner shall deposit into the regional planning
incentive account, established pursuant to section 4-66k, six and seven-
tenths per cent of the amounts received by the state from the tax
imposed under subparagraph (B) of this subdivision and ten and seven-
tenths per cent of the amounts received by the state from the tax

imposed under subparagraph (G) of this subdivision;

(ii) For calendar quarters ending on or after September 30, 2018, the
commissioner shall deposit into the Tourism Fund established under
section 10-395b ten per cent of the amounts received by the state from
the tax imposed under subparagraph (B) of this subdivision;

[(L)] M) For calendar months commencing on or after July 1, 2021,
the commissioner shall deposit into the municipal revenue sharing
account established pursuant to section 4-66! seven and nine-tenths per
cent of the amounts received by the state from the tax imposed under
subparagraph (A) of this subdivision; and
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[(M)] (N) (i) For calendar months commencing on or after July 1, 2017,
the commissioner shall deposit into the Special Transportation Fund
established under section 13b-68 seven and nine-tenths per cent of the
amounts received by the state from the tax imposed under
subparagraph (A) of this subdivision;

(ii) For calendar months commencing on or after July 1, 2018, but
prior to July 1, 2019, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 eight per cent of
the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor
vehicle;

(iii) For calendar months commencing on or after July 1, 2019, but
prior to July 1, 2020, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 seventeen per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor

vehicle;

(iv) For calendar months commencing on or after July 1, 2020, but
prior to July 1, 2021, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 twenty-five per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor

vehicle;

(v) For calendar months commencing on or after July 1, 2021, but
prior to July 1, 2022, the commissioner shall deposit into the Special
Transportation Fund established under section 13b-68 seventy-five per
cent of the amounts received by the state from the tax imposed under
subparagraphs (A) and (H) of this subdivision on the sale of a motor

vehicle; and

(vi) For calendar months commencing on or after July 1, 2022, the

commissioner shall deposit into the Special Transportation Fund
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established under section 13b-68 one hundred per cent of the amounts
received by the state from the tax imposed under subparagraphs (A)

and (H) of this subdivision on the sale of a motor vehicle; and

(O) For calendar quarters ending on or after the initial remittance of

the tax on the sale of cannabis and cannabis products, each as defined

in section 6 of this act, the commissioner shall deposit into the

Community Development Corporation Trust Fund established under

section 4 of this act one hundred per cent of the amounts received and

retained by the state from the tax imposed under subparagraph (]J) of

this subdivision.

Sec. 8. Section 12-408 of the general statutes is amended by adding

subdivision (8) as follows (Effective from passage):

(NEW) (8) No tax credit or credits shall be allowable against the tax

imposed under subparagraph (J) of subdivision (1) of this section.

Sec. 9. Section 36a-455a of the general statutes is repealed and the

following is substituted in lieu thereof (Effective from passage):
A Connecticut credit union may:

(1) Transact a general credit union business and exercise by its
governing board or duly authorized members of senior management,
subject to applicable law, all such incidental powers as are consistent
with its purposes. The express powers authorized for a Connecticut
credit union under this section do not preclude the existence of
additional powers deemed to be incidental to the transaction of a

general credit union business pursuant to this subdivision;

(2) (A) Issue shares to its members and receive payments on shares
from its members and from those nonmembers specified in subsection
(e) of section 36a-456a, subject to the provisions of sections 36a-290 to
36a-297, inclusive, 36a-330 to 36a-338, inclusive, and 36a-456a, (B)
receive deposits of members and nonmembers subject to provisions of
sections 36a-456a and 36a-456b, (C) reduce the amount of its member
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and nonmember shares and deposits, (D) expel members and cancel
shares in accordance with section 36a-439a, and (E) provide check
cashing and wire and electronic transfer services to nonmembers who

are within such credit union's field of membership;

(3) Make and use its best efforts to make secured and unsecured loans

and other extensions of credit to its members in accordance with section
36a-265 and sections 36a-457a, 36a-457b and 36a-458a;

(4) Invest its funds in accordance with section 36a-459a;

(5) Declare and pay dividends in accordance with sections 36a-441a

and 36a-456¢, and pay interest refunds to borrowers;

(6) Act as a finder or agent for the sale of insurance and fixed and
variable rate annuities directly, sell insurance and such annuities
indirectly through a Connecticut credit union service organization, or
enter into arrangements with third-party marketing organizations for
the sale by such third-party marketing organizations of insurance or
such annuities on the premises of the Connecticut credit union or to
members of the Connecticut credit union, provided: (A) Such insurance
and annuities are issued or purchased by or from an insurance company
licensed in accordance with section 38a-41; and (B) the Connecticut
credit union, Connecticut credit union service organization or third-
party marketing organization, and any officer and employee thereof,
shall be licensed as required by section 38a-769 before engaging in any
of the activities authorized by this subdivision. As used in this
subdivision, "annuities" and "insurance" have the same meanings as set
forth in section 38a-41, except that "insurance" does not include title
insurance. The provisions of this subdivision do not authorize a
Connecticut credit union or Connecticut credit union service

organization to underwrite insurance or annuities;

(7) Borrow money to an amount not exceeding fifty per cent of the
total assets of the Connecticut credit union provided the credit union

shall give prior notice to the commissioner in writing of its intention to
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borrow amounts in excess of thirty-five per cent of its total assets;

(8) Act as fiscal agent for the federal government, this state or any

agency or political subdivision thereof;

(9) Provide loan processing, loan servicing, member check and
money order cashing services, disbursement of share withdrawals and
loan proceeds, money orders, internal audits, automated teller machine
services, ACH and wire transfer services, prepaid debit cards, payroll
cards, digital wallet services, coin and currency services, remote deposit
capture services, electronic banking and other similar services to other
Connecticut credit unions, federal credit unions, federally insured

financial institutions and out-of-state credit unions;

(10) Provide finder services to its members, including the offering of
third party products and services through the sale of advertising space
on its web site, account statements and receipts, and the sale of statistical
or consumer financial information to outside vendors in accordance
with sections 36a-40 to 36a-45, inclusive, in order to facilitate the sale of

such products to the members of such Connecticut credit union;

(11) With the prior approval of the commissioner, exercise fiduciary

powers;

(12) Maintain and rent safe deposit boxes within suitably constructed
vaults, provided the Connecticut credit union has adequate insurance

coverage for losses related to such rental;

(13) Provide certification services, including notary services,
signature guaranties, certification of electronic signatures and share

draft certifications;

(14) Act as agent (A) in the collection of taxes for any qualified
treasurer of any taxing district or qualified collector of taxes, or (B) for
any electric distribution, gas, water or telephone company operating
within this state in receiving moneys due such company for utility
services furnished by it;
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(15) Issue and sell securities which (A) are guaranteed by the Federal
National Mortgage Association or any other agency or instrumentality
authorized by state or federal law to create a secondary market with
respect to extensions of credit of the type originated by the Connecticut
credit union, or (B) subject to the approval of the commissioner, relate
to extensions of credit originated by the Connecticut credit union and
are guaranteed or insured by a financial guaranty insurance company

or comparable private entity;

(16) Establish a charitable fund, either in the form of a charitable trust
or a nonprofit corporation to assist in making charitable contributions,
provided (A) the trust or nonprofit corporation is exempt from federal
income taxation and may accept charitable contributions under Section
501 of the Internal Revenue Code of 1986, or any subsequent
corresponding internal revenue code of the United States, as from time
to time amended, (B) the trust or nonprofit corporation's operations are
disclosed fully to the commissioner upon request, and (C) the trust
department of the credit union or one or more directors or members of

senior management of the credit union act as trustees or directors of the
fund;

(17) In the discretion of a majority of its governing board, make
contributions or gifts to or for the use of any corporation, trust or
community chest, fund or foundation created or organized under the
laws of the United States or of this state and organized and operated
exclusively for charitable, educational or public welfare purposes, or of
any hospital which is located in this state and which is exempt from
federal income taxes and to which contributions are deductible under
Section 501(c) of the Internal Revenue Code of 1986, or any subsequent
corresponding internal revenue code of the United States, as from time

to time amended;

(18) Subject to the provisions of section 36a-455b, sell, pledge or
assign any or all of its outstanding extensions of credit to any other
lending institution, credit union service organization or quasi-

governmental entity and any government-sponsored enterprise, and act
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as collecting, remitting and servicing agent in connection with any such
extension of credit and charge for its acts as agent. Any such credit union
may purchase the minimum amount of capital stock of such entity or
enterprise if required by that entity or enterprise to be purchased in
connection with the sale, pledge or assignment of extensions of credit to
that entity or enterprise and may hold and dispose of such stock,
provided that with respect to purchases of stock of a credit union service
organization, the Connecticut credit union shall not exceed the
limitations of section 36a-459a. A Connecticut credit union may
purchase one or more outstanding extensions of credit from any other
lending institution and any federally-recognized Native American tribe,
provided there exists a formal written agreement with tribal
government to permit the credit union to service and collect on such

extensions of credit;

(19) Subject to the provisions of section 36a-455b, sell a participating
interest in any or all of its outstanding extensions of credit to and
purchase a participating interest in any or all of the outstanding
extensions of credit of any financial institution or credit union service
organization pursuant to an appropriate written participation and
servicing agreement to be signed by all parties involved in such

transaction;

(20) With the approval of the commissioner, join the Federal Home

Loan Bank System and borrow funds as provided under federal law;

(21) Subject to the provisions of section 36a-455b, sell all or part of its
assets, other than extensions of credit, to other lending institutions,
purchase all or part of the assets, other than extensions of credit, of other
lending institutions, and assume all or part of the shares and the
liabilities of any other credit union or out-of-state credit union;

(22) With the prior written approval of the commissioner, engage in
closely related activities, unless the commissioner determines that any
such activity shall be conducted by a credit union service organization
of the Connecticut credit union, utilizing such organizational, structural
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or other safeguards as the commissioner may require, in order to protect
the Connecticut credit union from exposure to loss. As used in this
subdivision, "closely related activities" means those activities that are
closely related, convenient and necessary to the business of a
Connecticut credit union, are reasonably related to the operation of a
Connecticut credit union or are financial in nature including, but not
limited to, business and professional services, data processing, courier
and messenger services, credit-related activities, consumer services,
services related to real estate, financial consulting, tax planning and
preparation, community development activities, or any activities

reasonably related to such activities;

(23) Engage in any activity that a federal credit union or out-of-state
credit union may be authorized to engage in under state or federal law,
provided the Connecticut credit union file with the commissioner prior
written notice of its intention to engage in such activity. Such notice shall
include a description of the activity, a description of the financial impact
of the activity on the Connecticut credit union, citation of the legal
authority to engage in the activity under state or federal law, a
description of any limitations or restrictions imposed on such activity
under state or federal law, and any other information that the
commissioner may require. The Connecticut credit union may engage
in any such activity unless the commissioner disapproves such activity
not later than thirty days after the notice is filed. The commissioner may
adopt regulations in accordance with chapter 54 to ensure that any such
activity is conducted in a safe and sound manner with adequate
consumer protections. The provisions of this subdivision do not
authorize a Connecticut credit union or a Connecticut credit union

service organization to sell title insurance;

(24) (A) Partner with a community development corporation, as

described in section 1 of this act, and be designated as a community

development credit union in accordance with the provisions of section

2 of this act, (B) if so designated, engage in any activity authorized for a

community development credit union under sections 1 and 2 of this act,
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and (Q) issue social impact bonds in accordance with subdivision (5) of

subsection (c) of section 2 of this act.

This act shall take effect as follows and shall amend the following
sections:

Section 1 from passage New section
Sec. 2 from passage New section
Sec. 3 from passage New section
Sec. 4 from passage New section
Sec. 5 from passage New section
Sec. 6 from passage New section
Sec. 7 from passage 12-408(1)
Sec. 8 from passage 12-408

Sec. 9 from passage 36a-455a

Statement of Legislative Commissioners:

In Section 1(a), the first sentence was rewritten for accuracy; Section
1(b)(1) was rewritten for clarity; in Sections 2(c)(5) and 3(j), references to
"federal qualified opportunity zones" were changed to "federally
designated opportunity zones" and "federal opportunity zones',
respectively, for statutory consistency; in Section 5, the first sentence
was rewritten for accuracy; in Sections 6 and 7, references to "Cannabis
Control Commission" were changed to "Department of Consumer
Protection" for accuracy; and in Section 7, "initial deposit" was changed
to "initial remittance" for accuracy.

FIN Joint Favorable Subst. -LCO
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