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FISCAL AND POLICY NOTE

House Bill 1431 (Delegates Boteler and Kach)
Appropriations

Professional Boards - Transfer of Funds - Repayment

This bill generally prohibits (1) the Governor from transferring eyom a professional
fund to the State’s general fund; and (2) the General Assemtnly &uthorizing the
Governor to transfer money in a professional fund to the Stat@isragefund. A
“professional fund” means a fund or account established to receivedie=s or other
payments from members of a profession and dedicated for use ireguktion or
activities of the profession. Nevertheless, money in a professfand may be
transferred to the general fund if the funds are restricted byolawpurpose related to the
profession. If the Governor transfers money in a professional fuihe tState’s general
fund, the Governor must include an appropriation to repay the monthe iannual
budget bill for the following fiscal year.

The bill takes effect June 1, 2009.

Fiscal Summary

State Effect: To the extent special fund revenues from professional fundsaasédrred
to the general fund for unrelated purposes, general fund expenditureasenanethe
subsequent fiscal year.

Local Effect: The bill is not expected to affect local government operations or finances.
Small Business Effect: To the extent this bill prevents professional funds from being

transferred to the general fund, small businesses in affgrt@dssional areas may
benefit.



Analysis

Current Law: Numerous State regulatory boards and commissions are suppofte by
revenue from the professionals they regulate. Some boards and sammigre
supported by general funds, as fee revenue accrues to the generaituneler, others
have dedicated special funds, where fee revenue is deposited andhicnmvast or all
costs are paid. For example, all but one of the health occupations oatiks
Department of Health and Mental Hygiene (DHMH) are special fuinttee Maryland
Department of Agriculture’s State Board of Veterinary MeldiEgaminers is special
funded; most regulatory boards in the Department of Labor, LicensiwdgRagulation
(DLLR) are general funded but some are special funded. The Médrytesurance
Administration’s (MIA) Insurance Regulation Fund is a special fuppsrted in part by
fees from licensed insurance providers.

The Board of Physicians must submit all fees collected t€tmptroller of the State. If
the Governor does not include in the State budget at least $750,000 émretla¢ion of
the Health Personnel Shortage Incentive Grant Program and thd J&teffman Loan
Assistance Repayment Program, as administered by the Maryagher Education
Commission (MHEC), the Comptroller must distribute 12% of féhe revenue to these
two programs and the remaining balance to the Board of Physicians Fund.

Background: Regulatory boards and commissions, supported by fee revenue from the
community they regulate, often have their own nonlapsing special fuhd.licdensing
activities of some of these entities may occur on a bienni&;mssequently, revenues
may be alternatively high in one year and low in the other. THiyaioi carryover a

fund balance allows boards and commissions to save money for pdageed
expenditures, address unanticipated expenditures, and keep fees at tHevehrfe
several years.

Budget reconciliation legislation in the past proposed transfers fooard and
commission special funds to the general fund, and some of thesespd transfers were
ultimately implemented. Such transfers took place a limiteghben of times, and
repayment from the general fund to the special fund for the transfer was not provided.

In the Budget Reconciliation and Financing Act of 2009 (House Bill 101tSedid

166), the Administration proposes transferring $606.2 million in fi2680 special and
nonbudgeted funds to the general fund to help balance the budget. Included an®ng thes
proposed fund transfers are transfers from boards and commisasoesmmarized in
Exhibit 1. HB 101/SB 166 propose transferring $2.0 million from DHMH’s Maryland
Health Care Commission Fund and $605,035 from MIA’s Insurance Regufatind to

the general fund in fiscal 2009. Several health occupations bodgtds WHMH are

also affected. For example, HB 101/SB 166 propose transferringridh from the
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Board of Physicians Fund and $500,000 from the Board of Nursing Fund ¢eribeal

fund before the close of fiscal 2009. HB 101/SB 166 also propose tsamsim the
State Board of Occupational Therapy Practice Fund and theeEBtatd of Examiners for
Audiologists, Hearing Aid Dispensers, and Speech-Language Pathologists
(AUD/HAD/SLP) Fund before the end of fiscal 2010 in the amount of $100,000 each.

Exhibit 1
HB 101/SB 166 — Transfers of Special Fund Balances (from “Professionalrids”)
to the General Fund
Fiscal 2009 and 2010

Fiscal 2009 Fiscal 2010

Department of Health and Mental Hygiene

Board of Physicians Fund $3,000,000 $0
Maryland Health Care Commission Fund 2,000,000 0
Board of Nursing Fund 500,000 0
State Board of Occupational Therapy Practice Fund 0 100,000
State Board of Examiners for Audiologists, Hearing Aid

Dispensers, and Speech-Language Pathologists Fund 0100,000

Maryland Insurance Administration
Insurance Regulation Fund $605,035 $0

Exhibit 2 shows the balance of each DHMH board affected by HB 101/SBnt&&ling
the balance, income, expenditure, and proposed general fund transfesc&br2009
through 2011. Only the fiscal 2009 beginning balance is a finalized numbesmé,
expenditures, and subsequent balances are all estimates provided y. DFAdthe
extent possible, actual income and expenditures in fiscal 2008usedeas estimates in
fiscal 2011. The Board of Physicians makes other regular trarnsfe/HEC for two
scholarship funds. Exhibit 2 also shows the fund balance at the eadlofiscal year as
a percent of total expenditures. The health occupations boards hawvdasget fund
balance between 20% and 30% of expenditures needed for operations ofrthéoboa
unexpected costs.

If HB 101/SB 166 pass as introduced, the Board of Physicians will &&2:3 million

fund balance at the end of fiscal 2009, or 40.4%, of its annual required irgperat
expenses; the Board of Nurses will have a $1.0 million balance, eefires15.8% of its
annual expenses; and the Board of Occupational Therapists and Board of
AUD/HAD/SLP will be solvent at the end of fiscal 2010 when tlangfer occurs, but

both boards may run a negative balance by fiscal 2011.
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Exhibit 2
DHMH Boards and HB 101/SB 166
Fiscal 2009-2011

Board of
Board of Board of Occupational Board of
Physicians Nursing Therapy AUD/HAD/SLP
Fiscal 2009 Beginning Balance $7,502,277  $1,633,578 $543,384 $580,333
Income 7,930,980 6,312,797 75,000 72,700
Expenditures 8,170,072 6,427,997 529,652 30,5
Transfer to MHEC 964,805 0 0 0
Transfer to GF per HB 101/SB 166 3,000,000 ,600 0 0
Fiscal 2009 Ending Balance $3,298,380  $1,018,378 $88,732 $362,447
Fund Balance as % 40.4% 15.8% 16.8% 124.7%
Fiscal 2010 Beginning Balance $3,298,380  $1,018,378 $88,732 $362,447
Income 8,233,230 6,991,950 791,000 357,750
Expenditures 8,959,555 6,967,973 473,601 32,5
Transfer to MHEC 987,987 0 0 0
Transfer to GF per HB 101/SB 166 0 0 100,000 1003000
Fiscal 2010 Ending Balance $1,584,068  $1,042,355 $306,131 257,695
Fund Balance as % 17.7% 15.0% 64.6% 71.1%
Fiscal 2011 Beginning Balance $1,584,068  $1,042,355 $306,131 $257,695
Income 8,122,268 5,851,923 75,000 95,000
Expenditures 8,092,953 5,205,162 387,169 39,7
Transfer to MHEC 835,152 0 0 0
Fiscal 2011 Ending Balance $778,231  $1,689,116 -$6,038 -$17,057
Fund Balance as % 9.6% 32.5% -1.6% -4.6%

AUD/HAD/SLP: Audiology, Hearing Aid Dispensers, &gh-language Pathologists
GF: general fund
MHEC: Maryland Higher Education Commission

Source: Department of Health and Mental Hygiengpdtment of Legislative Services

Additional Information
Prior Introductions: None.

Cross File: None.
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Information Source(s): Department of Budget and Management, Department of Health
and Mental Hygiene, Maryland Department of the Environment, Depattnof
Legislative Services

Fiscal Note History:  First Reader - March 25, 2009
mcp/rhh

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

(301) 970-5510
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