
August 13, 2010

Honorable M. Jodi Rell, Governor and Chairman
Honorable Brenda L. Sisco, Acting Secretary, Office of Policy and Management
Honorable Nancy Wyman, State Comptroller
Honorable Richard Blumenthal, Attorney General
Honorable Raeanne V. Curtis, Commissioner, Department of Public Works
Honorable Eileen M. Daily, Co-Chair, Finance, Revenue and Bonding Committee 
Honorable Cameron C. Staples, Co-Chair, Finance, Revenue and Bonding Committee
Honorable Andrew W. Roraback, Ranking Member, Finance, Revenue and Bonding Committee
Honorable Vincent J. Candelora, Ranking Minority Member, Finance Revenue and Bonding Committee

Dear Bond Commission Members,

Members of the State Bond Commission have been copied on correspondence between Representative 
Candelora and me concerning certain questions about outstanding bond anticipation notes, and how those 
outstanding notes relate to an agenda item pending before the State Bond Commission concerning the 
request for approval to sell $520 million in GO bonds that have been previously approved by the General  
Assembly.  I have endeavored to respond fully to those questions, just as my office has always done, to 
ensure  that  the  Governor  and  General  Assembly  are  kept  advised  of  developments  relating  to  the 
management of the State’s cash and debt issuance.

It bears underscoring that our State operates with a pooled cash management system in which state cash  
from all  sources  –  such as  taxes,  fees,  federal  funds  and bond proceeds  --  is  available  to  cover  state  
obligations to municipalities, beneficiaries, vendors and employees.  Thus, bond fund balances are included 
in the state’s overall cash position and contribute to the overall cash balance.  Bond fund proceeds may be  
temporarily borrowed to fund other expenditures for short periods of time, but must then be repaid so that  
they are available for expenditure on capital projects.  Conversely, when bond fund proceeds are expended, 
the common cash pool covers capital expenditures until bonds are sold.  However, all bond fund proceeds,  
except  for  specifically  approved  deficit  financings,  ultimately  are  spent  only  on  the  capital  projects 
authorized by the General Assembly and the Governor and approved by the Bond Commission.   This  
practice is how the State has historically managed its cash and debt programs.  It is a time-tested, consistent  
approach to managing fluctuations in separate revenue and expenditure  streams and mismatches in the 
timing of receipts and disbursements.  This approach has allowed Connecticut to avoid the difficulties other  
states have experienced in needing to execute expensive, last-minute, short-term borrowings, or delay the 
issuance of vendor payments.   

While I believe these important discussions concerning our State’s fiscal affairs ought to be forthright and  
direct -- rather than played out in the media for political effect -- there is one assertion that must be squarely 
addressed here.  There have been recent quotes attributed to Representative Candelora in which he claims 
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that “there wasn’t any discussion about borrowing for our cash flow” and further statements that he didn’t  
“want there to be any secrets or surprises out there.”  Let it be said quite clearly:  there have been frequent  
and public  briefings  on cash flow borrowing,  generally;  and bond anticipation  notes,  specifically.   The 
Connecticut Network (CTN) has among its archives a recording of the April 17, 2009 Special Meeting of 
the Bond Commission during which both OPM Secretary Genuario and I discussed the issuance of bond 
anticipation notes when $700 million of GO bonds was authorized.   According to the minutes of said 
meeting, Representative Candelora was present.  

In addition to that public meeting, Governor Rell approved a plan for cash flow borrowing that included,  
among a menu of options, the issuance of BANs.  Her approval was granted on March 6, 2009, and is  
likewise a matter of public record.

With all of this said, the core considerations relating to the sale of $520 million in GO bonds are these:  

• Approving the sale would ensure that the State’s cash position is stable, and would allow for 
the management of the State’s cash requirements with the least cost and risk.

• Delaying the sale until  2011 would require that the issuance of more debt in a narrower  
timeframe, which would lead to concentrated market exposure to our potential disadvantage.  In 
addition,  there  is  currently  available  to the  State  the  authority  to issue  “Build  America  Bonds” 
authorized under the federal stimulus bill with a 35 percent federal interest subsidy at a savings over  
regular  tax–exempt bonds.  That authority currently expires in December 2010.   Moreover,  this 
coming fall the State would likely have just over a week’s worth of expenses in the bank -- a level  
lower than advisable.  Conceivably, the State may run out of funds for capital expenses that have  
already been authorized, allocated and incurred, such as school construction projects.

Lastly, attached for your information is material my office prepared in connection with related questions 
directed  through  the  Office  of  Fiscal  Analysis.   As  always,  I  am available  to  discuss  these  and other  
important issues with you directly.

Sincerely,

Denise L. Nappier
State Treasurer

Attachments
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c�d�eJLNM�M�LNMPOc�d�eJLNM�M�LNMPOc�d�eJLNM�M�LNMPOc�d�eJLNM�M�LNMPO ��Q ����W	Q ��W'R'Q �5��V �5�J��Q V5�5S'Q U5�	� _ W���V'Q ��W'�'Q �5�5�J` _G�Y��R'Q ���5U'Q ��V5VJ` T ��Q V5U5U'Q V5�5�'Q V5�5� ��Q �	��R'Q ��W'�'Q �J���
c�d�eJLNMPa5LNMPOc�d�eJLNMPa5LNMPOc�d�eJLNMPa5LNMPOc�d�eJLNMPa5LNMPO ��Q V5U5U'Q V5�5�'Q V5�5� R5�5�'Q �5��V'Q �5R5� _ SJ���'Q ���5U'Q �5�5�J` �5���'Q ��W���Q �5R5� T ��Q �5�5U'Q V5�	��Q ��V5� ��Q V5�5�'Q U5�	��Q ��V5�
c�d�eJL Z'f5LNMPOc�d�eJL Z'f5LNMPOc�d�eJL Z'f5LNMPOc�d�eJL Z'f5LNMPO ��Q �5�5U'Q V5�	��Q ��V5� R5R5�'Q �5U�W	Q U5R5� _ �5�5U'Q S�W'�'Q �5�5�J` ��U5R'Q �5�	��Q U5R5� T ��Q �5R�W	Q �	���'Q �5S5� ��Q �5��U'Q �5�5�'Q V5S5V
g1h�i L O5Z�LNMPOg1h�i L O5Z�LNMPOg1h�i L O5Z�LNMPOg1h�i L O5Z�LNMPO ��Q �5R�W	Q �	���'Q �5S5� R5V5�'Q S5R	��Q �5R5� _ UJ���'Q �5�5�'Q �5�5�J` _ ��V'Q W'U	��Q R�W'�J` T ��Q �5��W	Q ��W���Q W���� ��Q ���5V'Q W����'Q �5���
g1h�i L O�j5LNMPOg1h�i L O�j5LNMPOg1h�i L O�j5LNMPOg1h�i L O�j5LNMPO ��Q �5��W	Q ��W���Q W���� ��V�W	Q R5�5S'Q W'�5� _ S5V	��Q R5�	��Q �5�5�J` _ ��V5U'Q �5U5S'Q R5�5�J` T ��Q �5�5U'Q U5R5S'Q �	��� ��Q VJ�JW	Q ���5�'Q S5�5U
g1h�i LNMPk5LNMPOg1h�i LNMPk5LNMPOg1h�i LNMPk5LNMPOg1h�i LNMPk5LNMPO ��Q �5�5U'Q U5R5S'Q �	��� W'�5S'Q �5R5�'Q �5R5� _ W'S5�'Q S5S�W	Q �5�5�J` _ W'U'Q R5V5�'Q R�W'�J` T ��Q V5V5�'Q �5UJ��Q ��U5� ��Q �5�5�'Q W'�5S'Q �5�5R
g1h�i L Z'\5LNMPOg1h�i L Z'\5LNMPOg1h�i L Z'\5LNMPOg1h�i L Z'\5LNMPO ��Q V5V5�'Q �5UJ��Q ��U5� R5U5�'Q W'U�W	Q U5R5� _ W'V5V'Q �5V5�'Q �5�5�J` ��U�W	Q �5�	��Q U5R5� T ��Q ��R�W	Q ��S5�'Q V5�5� ��Q �5U�W	Q W'�5�'Q W'U5S
g1h�i L \�O5LNMPOg1h�i L \�O5LNMPOg1h�i L \�O5LNMPOg1h�i L \�O5LNMPO ��Q ��R�W	Q ��S5�'Q V5�5� R5�5S'Q ��U5U'Q �5R5� _ �5V�W	Q R�W'R'Q �5�5�J` _ ���5V'Q �5R5�'Q R�W'�J` T ��Q �5U�W	Q U5�5S'Q ��V5� ��Q U5V5R'Q V5�5�'Q U�W5W
lnm5o�L O�k5LNMPOlnm5o�L O�k5LNMPOlnm5o�L O�k5LNMPOlnm5o�L O�k5LNMPO ��Q �5U�W	Q U5�5S'Q ��V5� S5R	��Q R5�5�'Q U5R5� _ R	�bW	Q R�W'S'Q �5�5�J` _ S5�'Q �	�bW	Q �JW'�J` T ��Q �J����Q U5U	��Q �5S5� ��Q U5S5S'Q �5�5U'Q W����
lnm5o�LNMP\5LNMPOlnm5o�LNMP\5LNMPOlnm5o�LNMP\5LNMPOlnm5o�LNMP\5LNMPO ��Q �J����Q U5U	��Q �5S5� ��W'S'Q ���	��Q U5R5� _ W���S'Q �JW'�'Q �5�5�J` _ �5�'Q ��W���Q �JW'�J` T ��Q U�W���Q UJ��V'Q �	��� ��Q R5�5U'Q R5S5U'Q �5�J�
lnm5o�L Z'O5LNMPOlnm5o�L Z'O5LNMPOlnm5o�L Z'O5LNMPOlnm5o�L Z'O5LNMPO ��Q U�W���Q UJ��V'Q �	��� �5�J��Q ��U5�'Q �5R5� _ S5�5�'Q S5R5V'Q �5�5�J` _G��V5�'Q �5V5�'Q R�W'�J` T ��Q S�W'�'Q �5�	��Q ��U5� ��Q S5�	��Q �bW'V'Q �5SJ�
lnm5o�L Z'X5LNMPOlnm5o�L Z'X5LNMPOlnm5o�L Z'X5LNMPOlnm5o�L Z'X5LNMPO ��Q S�W'�'Q �5�	��Q ��U5� ��W'�'Q V5V5U'Q U5R5� _ �	���'Q R5V5�'Q �5�5�J` �5��Q �5��W	Q U5R5� T ��Q S5R5S'Q R5�5S'Q V5�5� ��Q S5�5S'Q ��W'S'Q �J���
pnd�hPL OJ['LNMPOpnd�hPL OJ['LNMPOpnd�hPL OJ['LNMPOpnd�hPL OJ['LNMPO ��Q S5R5S'Q R5�5S'Q V5�5� R5�J��Q W5W'R'Q �5R5� _ �5�5�'Q �5V5�'Q �5�5�J` _ ���5S'Q V�W'R'Q R�W'�J` T ��Q ��U5V'Q R5�5V'Q ��V5� ��Q ��R	��Q ���5V'Q ��V5�
pnd�hPLNM�M�LNMPOpnd�hPLNM�M�LNMPOpnd�hPLNM�M�LNMPOpnd�hPLNM�M�LNMPO ��Q ��U5V'Q R5�5V'Q ��V5� �5�J��Q S5R	��Q U5R5� _ �5�JW	Q �5�5R'Q �5�5�J` U5U'Q U5S5S'Q U5R5� T ��Q �5S5U'Q W5W'S'Q �5S5� ��Q �5S5�'Q �5R�W	Q ���5�
pnd�hPLNMPa5LNMPOpnd�hPLNMPa5LNMPOpnd�hPLNMPa5LNMPOpnd�hPLNMPa5LNMPO ��Q �5S5U'Q W5W'S'Q �5S5� ��Q ���5S'Q �5�5R'Q �5R5� _ U5S5U'Q SJ�5��Q �5�5�J` �5U5U'Q W'��W	Q �5R5� T ��Q U5��W	Q VJ��V'Q W���� ��Q �bW'R'Q ��R5U'Q �5U	�
pnd�hPL Z'f5LNMPOpnd�hPL Z'f5LNMPOpnd�hPL Z'f5LNMPOpnd�hPL Z'f5LNMPO ��Q U5��W	Q VJ��V'Q W���� �	�bW	Q V5V5V'Q U5R5� _G��U5�'Q ����S'Q �5�5�J` �bW���Q U5��W	Q U5R5� T ��Q �5U5R'Q U	�bW	Q ��U5� ��Q �5�J��Q U5U	��Q �5RJ�
HPq�rJL O�M�LNM�MHPq�rJL O�M�LNM�MHPq�rJL O�M�LNM�MHPq�rJL O�M�LNM�M ��Q �5U5R'Q U	�bW	Q ��U5� �5U	��Q �5�5�'Q �5R5� _ V	��R'Q �5R�W	Q �5�5�J` _ W'S'Q �5�5�'Q R�W'�J` T ��Q �5�	��Q R5�5�'Q S5�5� ��Q ��UJ��Q S5S5U'Q W'S5�
HPq�rJL O�a5LNM�MHPq�rJL O�a5LNM�MHPq�rJL O�a5LNM�MHPq�rJL O�a5LNM�M ��Q �5�	��Q R5�5�'Q S5�5� S	�5��Q �5�5S'Q U5R5� _ W'S5U'Q �J��R'Q �5�5�J` S�W	Q �5�5V'Q U5R5� T ��Q �5�5S'Q R5V5�'Q ��V5� ��Q ��W���Q �5�5R'Q W5W5W
HPq�rJLNMPf5LNM�MHPq�rJLNMPf5LNM�MHPq�rJLNMPf5LNM�MHPq�rJLNMPf5LNM�M ��Q �5�5S'Q R5V5�'Q ��V5� S5��W	Q �J��U'Q �5�5� _ R5��W	Q W'�5S'Q �5�5�J` _G���5�'Q �5U5�'Q �5�5�J` T ��Q U5�5S'Q R	�Y��Q ��V5� ��Q ��S5R'Q �Y��U'Q R5U�W
HPq�rJL Z�Z�LNM�MHPq�rJL Z�Z�LNM�MHPq�rJL Z�Z�LNM�MHPq�rJL Z�Z�LNM�M ��Q U5�5S'Q R	�Y��Q ��V5� W'S5V'Q R5V5R'Q U5R5� _ ��S5�'Q �5V5�'Q �5�5�J` ���5R'Q ��V5�'Q U5R5� T ��Q V5V	��Q V	�5��Q �5S5� ��Q W'U5U'Q �JW'S'Q R5R5S
HPq�rJL Z'j5LNM�MHPq�rJL Z'j5LNM�MHPq�rJL Z'j5LNM�MHPq�rJL Z'j5LNM�M ��Q V5V	��Q V	�5��Q �5S5� ��Q �	���'Q W'�J��Q U5R5� _ W'�5�'Q R5V5�'Q �5�5�J` �J����Q U5�5V'Q U5R5� T ��Q �	���'Q RJ���'Q �	��� ��Q �	���'Q U5U�W	Q R5S5R
s�d�tJL O�f5LNM�Ms�d�tJL O�f5LNM�Ms�d�tJL O�f5LNM�Ms�d�tJL O�f5LNM�M ��Q �	���'Q RJ���'Q �	��� R	���'Q �5�5R'Q �5R5� _ �J��U'Q W'S5�'Q �5�5�J` _ ����R'Q R	���'Q R�W'�J` T ��Q S5V5U'Q �5�5U'Q ��U5� ��Q �5�5��Q V5�5�'Q �JW'U
s�d�tJLNM�Z�LNM�Ms�d�tJLNM�Z�LNM�Ms�d�tJLNM�Z�LNM�Ms�d�tJLNM�Z�LNM�M ��Q S5V5U'Q �5�5U'Q ��U5� �5U5U'Q �5R	��Q U5R5� _ R5S5�'Q W'V5�'Q �5�5�J` _ ���	��Q ���	��Q �JW'�J` T ��Q �	��S'Q �5U5S'Q V5�5� ��Q ��W'S'Q R5R5�'Q ���5U
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