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Transfer Tax - Program Open Space Bonds - Land and Easement Acquisition

This bill authorizes $70.0 million in bond funds for the Department ofurdh
Resource’s (DNR) State Program Open Space (POS) land &oguigrogram and
authorizes the transfer of up to $5.0 million of this amount to theyl&tad Department
of Agriculture’s (MDA) Maryland Agricultural Land Preservation Fu@SIALPF).
Property transfer tax revenue must be used to pay principal and interesP@SHmnds
prior to any other distribution. The bonds may not be included as tataseipported
debt by the Capital Debt Affordability Committee (CDAC) until theg mssued.

The bill takes effect June 1, 2009.

Fiscal Summary

State Effect: Bond revenues may increase by $70.0 million in FY 2010. To the extent
the bonding authority is deferred, bond revenues are deferred. To the lecient
revenues are provided in FY 2011 through 2013, special fund revenues degréase b
same amount. Although special fund expenditures do not increasey¢hedirected to

pay debt service, to the extent the bonding authority is used.

(in dollars) FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Bond Rev. $70,000,000 $0 $0 $0 $0
Expenditure 0 0 0 0 0
Net Effect $70,000,000 $0 $0 $0 $0

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: The bill is not expected to affect local operations or finances.

Small Business Effect: None.




Analysis

Bill Summary: At the request of the Governor, the Board of Public Works is audiubriz
to borrow money and incur special obligation indebtedness through a sgadigation
loan to be known as the POS Acquisition Opportunity Loan of 2009.

POS bond funding may be provided in the State Consolidated Capital Bond Funding
Program or in a separate bond enabling act. POS bonds may be ssidgls &ssue or
consolidated and sold as part of a single issue of bonds. Cash praoceedsef bond

sale must be paid to the Treasurer for specified costs bbBing credited to the
Comptroller and expended by DNR. The principal must be dischavijeith 15 years

after the bond issuance date.

DNR is required to use authorized POS bond funds for State land iaocquikat is
supported by current appraisals and presents a unique opportunity ededed price,
extraordinary location, or environmental value. MDA is required sohend funds for
the purchase of easements that present a unique opportunity due tedreuice,
extraordinary location, or agricultural value. POS bond funds may naiseé to
reimburse the State for the acquisition of land prior to the bill's effectitee da

Property transfer tax revenue must be used to pay principal anesinter outstanding
POS bonds prior to any other distribution. The bill specifies thaster tax revenues
allocated to only State POS land acquisition and MALPF, to the extent any oléte s
attributable to MALPF, must be reduced by an amount equal to theselefite for the
fiscal year. Furthermore, in fiscal 2011 through 2013, the bill resjpireperty transfer
tax special fund revenues allocated to POS to be reduced by the ashét@& bond
funding provided.

The bill authorizes the Comptroller to advance land acquisitiorsftm®NR prior to the
iIssuance of the authorized bond funds, and the bond funds are not subject tedspecif
limitations on the terms of State debt authorizations.

DNR is authorized to use State POS funds to acquire real prdpeday amount that is
less than the property’s lowest appraised value.

Current Law/Background: POS, established in 1969 and administered by DNR,
provides funds for State and local acquisition and development of publiooout
recreational sites, facilities, and open space. The State $p@® focuses on the
acquisition of land for natural resource conservation with the inclugidow-impact
recreational activities where appropriate. The local PO& shaised primarily for the
acquisition and development of high-impact recreational sites acititiés. As of
January 7, 2009, the State POS share had preserved 292,866 acres,lecal #©S

share had preserved 43,310 acres.
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Primary funding for POS has historically been pided by the State transfer tax of 0.5% of

the consideration paid for the transfer of realpprty from one owner to another. The

greater the development pressure, the more transied thus the more transfer tax revenue
realized for land conservation and recreationifasl In some years, other funding sources
such as general obligation (GO) bond funds anddtieral Land and Water Conservation

Fund have played an important role in funding fgirisgram, as transfer tax revenues have
been diverted to the general fund to cover gemanal budget shortfalls.

The Maryland Agricultural Land Preservation Foumagtwhich was established in 1977
and is part of MDA, purchases agricultural pressomaeasements that forever restrict
development on prime farmland and woodland. Init@ed to funding from the
State transfer tax, MALPF also receives fundingnfitbe agricultural land transfer tax, local
matching funds, and the Federal Farmland Proteddmygram. As of January 2009,
MALPF had cumulatively purchased or had a pendiogtract to purchase permanent
conservation easements on 2,005 farms coverin@274cres.

Chapter 43 of 1978 created CDAC to recommend amaist of State debt to the General
Assembly and the Governor. CDAC is chaired by tla¢eSTreasurer, and other committee
voting members are the Comptroller, the Secretasfe$ransportation and Budget and
Management, and an individual appointed by the Gmrer When reviewing State debt,
CDAC considers GO bonds, consolidated transportationshstatium authority bonds, bay
restoration bonds, Grant Anticipation Revenue Mehievenue bonds, and capital leases
supported by State revenues. While the GovernottenGeneral Assembly are not bound
by CDAC’s recommendations, the State has alwaysredht® CDAC’s recommended
limits. CDAC recommended a limit of $1.11 billidor new authorizations of GO bonds
during the 2009 legislative session.

State Fiscal Effect: The bill authorizes up to $70.0 million in bonanéing over an
unlimited period of time. This analysis assumesfthl $70.0 million bond authorization is
utilized in fiscal 2010, as land prices have declisigdificantly and many extraordinary land
acquisition opportunities exist. Therefore, Statad revenues increase by $70.0 million in
fiscal 2010 for POS and MALPF and special fund exiteres are redirected to pay
associated debt service costs in fiscal 2010 absesuient years. To the extent the bonding
authority is deferred, bond revenues and specia fexpenditures for payment of debt
service are deferred.

To the extent bond revenues are provided in fi88all through 2013, property transfer tax
special fund revenues decrease by the same amount.

Since POS bonds are recognized as State debt sgmmce, to the extent they are issued,
there is more competition for limited State debdtl alebt availability for other purposes
decreases.
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Additional Information
Prior Introductions. None.

CrossFile: None.

Information Source(s): Anne Arundel, Charles, Frederick, Montgomery, and Somerset
counties; Board of Public Works; Department of Budget and ManageDepg&rtment
of Natural Resources; Department of Legislative Services

Fiscal Note History:  First Reader - March 3, 2009
mcp/ljm Revised - House Third Reader - April 1, 2009
Revised - Enrolled Bill - May 13, 2009

Analysis by: Amanda Mock Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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