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Department of Legislative Services
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April 13, 2001

Honorable Thomas V. Mike Miller, Jr., President of the Senate
Honorable Casper R. Taylor, Jr., Speaker of the House of Delegates
Honorable Members of the General Assembly

Ladies and Gentlemen:
I am pleased to present you with The 90 Day Report - A Review of Legislation in the 2001 Session.

The 90 Day Report consists of two volumes. Volume | is divided into 13 parts, each dealing with a major policy
area. Each part contains a discussion of the majority of bills passed in that policy area, including comparisons with
previous sessions and current law, background information, and a discussion of significant bills that did not pass.
Information relating to the Operating Budget, Capital Budget, and aid to local governments is found in Part A of this
volume. Volume II, organized in the same manner as Volume I, consists of a list of all bills passed and a short
synopsis stating the purpose of each bill.

As was the case in previous years, The 90 Day Report is being provided to you in loose-leaf format to make it easier
to copy and use parts of the report. The binders provided previously were designed to hold the most recent edition of
The 90 Day Report; please use the binder provided for this year's report. Should you also wish to have a bound version
of the Report, please contact my office.

| hope that you will find The 90 Day Report as helpful this year as you have in the past. Further, the Department of
Legislative Services will make available the Fact Book and Citizen's Tax Guide shortly. The Effects of the 2001
Legislative Program on the Financial Condition of the State will be issued after the Governor has taken final action on
all bills.

Sincerely,

Karl S. Aro
Executive Director
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Part A
Budget and State Aid

Operating Budget
Budget in Brief

As enacted during the 2001 session, House Bill 150 (enacted) (the Budget Bill) provides $21.2 hillion in appropriations for fiscal
2002; an increase of $1.2 hillion (6.2 percent) over fiscal 2001. Exhibit A1.1 illustrates funding by type of revenue. Just over one-half
is supported by general funds, with lesser proportions supported by dedicated special funds, federal aid, and higher education dollars.
Less than one-half of the budget supports agency operations. Aid to local jurisdictions constitutes 21 percent of the budget, and 16
percent is for entitlements. Remaining appropriations pay debt service on general obligation bonds, fund portions of the capital
program, and increase the balance in the State Reserve Fund.

General fund appropriations are $547.4 million greater than fiscal 2001. Similar to 2001, the budget provides significant PAY GO
capital spending. During the 2000 session the Governor outlined an ambitious agenda for additional capital projects over a multi-year
period. This was based in part on the surplus of available cash. Provisions of Chapter 4, Acts of 1998 also required the Governor to
appropriate $141.8 million to the Revenue Stabilization Fund, representing the unappropriated fiscal 2000 general fund surplus in
excess of $10.0 million. Absent these appropriations, the operating component of the general fund budget increased $658.5 million, or
7.1 percent. Special and federal funds also experience large growth in the 2002 budget. Specia funds increase $274.9 million (8.0
percent) and federal spending rises $378.7 million (8.6 percent).

Exhibit A1.1
Maryland's $21.2 Billion Budget
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State agency operations constitute 48 percent of the budget. Health, education, and public-safety related agencies receive 61 percent of
dollars alocated for State agencies. Growth in agency spending is partly attributable to employee compensation costs for health and
other insurances increases of $78.3 million (17.6 percent over that paid in fiscal 2001) and the addition of 2,950.3 new positions. Most
of the new positions were provided in the areas of higher education, human resources, juvenile justice, and public safety. Roughly one-
fourth of the new positions represent contractual conversions. Funding was also included for a 4 percent general salary increase
effective January 1, 2002.

Education programs continue to fare well in the fiscal 2002 budget. General fund contributions to State colleges and universities
increase by $88.0 million, or 9.9 percent, to further enhance post-secondary programs. Pass-through education and library aid to local
jurisdictions rises $138.1 million. The operating budget includes $134.0 million for public school construction. In combination with
bond funding (general obligation and qualified zone academy bonds), $253.4 million will be available for school construction.

Other education aid increases were provided through formula increases to the community colleges, scholarship programs, and aid to
private colleges and universities. At the primary/secondary level, new or enhanced funding was provided for high school assessment
test development, the Baltimore City remedy plan, and to help school systems assist pre-kindergarten through third grade studentsin
meeting the State's third grade accountability standards. The budget further provides $5.0 million for the second year of funding to
defray the costs of textbooks for students enrolled in certain private primary and secondary schools. For a more detailed discussion of
State aid for local governments and education, see the Overview of State Assistance to Local Governments in this part and Part L -



Education of this 90 Day Report.

Programs supporting the administration's smart growth policy were again emphasized in the budget. Funding was approved for four
new initiatives. GreenPrint, an initiative to purchase land and conservation easements on the most environmentally and ecologically
sensitive undevel oped lands within the State, is funded at $35.0 million ($30.0 million general obligation bonds/$5.0 million PAY GO).
Community Legacy received $10.0 million ($1.0 million operating/$9.0 million PAY GO) to provide at-risk neighborhoods and
sponsoring local governments with financial and technical assistance to implement revitalization plans. The Community Parks and
Playgrounds program is funded at $11 million for fiscal 2002, to provide competitive grants to local governments to respond to the
unmet need for assistance to rehabilitate, expand, or improve existing parks. Finally, the Governor's initiative to expand transit services
receives nearly $47.0 million ($25.2 operating/$21.4 PAY GO). Funds may be used to reduce fares, provide neighborhood shuttle
services, provide for the purchase of buses for State and local operations to expand services, and other enhancements.

Spending on entitlement programs increases by 2.1 percent in the fiscal 2002 budget. An increase of nearly $110 million for medical
assistance reflects higher medical inflation costs and the expansion of the Maryland Children's Health Program (MCHP) to additional
children and pregnant women.

Framing the Session

Following the 2000 session, Maryland's financial picture continued to be favorable. The State had nearly a billion dollar surplus, in
addition to the first allocation of revenues from the tobacco settlement. The fiscal 2000 budget closed with higher than anticipated
revenues of $145.7 million, tied largely to capital gains and income tax collections. The country was also in the midst of the longest
postwar economic expansion. Subtle changes began to surface following the presidential election. Controversy over the virtual
deadlock carried through November and December, as various recounts and court challenges occurred. The perception of uncertainty,
coupled with the inevitability of a normal business cycle, began to manifest itself in economic change. By early December earnings,
warnings, and layoffs in the Internet-based sector became more prevalent and caused greater concern as the Nasdag continued to lose
ground from its all-time high in the spring of 2000. Despite the unsettling national economic news, the economic news and revenue
collections in Maryland remained strong. The Board of Revenue Estimates (BRE) revised the fiscal 2001 revenue forecast upward by
$322.9 million.

In mid-December the Spending Affordability Committee recommended a 6.95 percent limit for spending in the 2001 session. The
committee had also decided that spending from the Cigarette Restitution Funds (CRF), which had initially been excluded at the prior
session, was now integrated in the budget and should be counted toward the limit. With CRF spending included in the calculation, the
6.95 percent rate for the 2001 session was considered more prudent relative to the 9.2 percent rate resulting from the 2000 session. The
recommendeation was further supported by the BRE revenue revision.

Governor's Budget Proposal

The Governor submitted an original budget and two supplemental budgets totaling $21.4 billion, which was 7.5 percent higher than the
fiscal 2001 working appropriation (including deficiency appropriations applied to the base). On a Spending Affordability basis, the
proposed budget (including all deficiency and supplemental spending), provided for an increase of 8.6 percent, $216.2 million over the
6.95 percent spending limit recommended by the Spending Affordability Committee.

General fund increases were largely provided in the education policy area. Higher education operating spending was increased by
$126.3 million, with another $81.4 for PAY GO higher education projects. Primary and secondary education spending realized an
increase of $195.0 million, which islargely driven by statutory formulae. Medical assistance payments were increased by $121.5
million, and spending on various smart growth initiatives accounted for $73.5 million of the growth in the allowance.

Revenue and Reversion Assumptions
The budget included several assumptions pertaining to revenues and levels of anticipated general fund reversions. They included:

General Fund Revenues: With respect to general fund revenues, the budget assumed that $39.0 million would be transferred to the
Transportation Trust Fund (TTF) contingent on the enactment of legislation relating to the expansion of transit services. Additional
revenues were projected in fiscal 2001 ($5.1 million ) and 2002 ($10.0 million) based on anticipated hospital patient recoveries.
Implementation of a new lottery game was expected to add another $10.0 million above the level of revenue forecast for fiscal 2002 by
the BRE.

The budget aso assumed the transfer of $557.0 million from the State Reserve Fund's Revenue Stabilization Fund to support overall
fiscal 2002 spending. The proposed transfer was projected to reduce the amount in the fund to $56.5 million over the statutorily
required 5 percent of general fund revenues.

General Fund Reversions: Asintroduced, the budget assumed that the fiscal 2002 budget would close with general fund reversions of
$50.0 million. It had been the practice of the administration over the last several fiscal years to assume reversions of $25.0 million. The
higher assumption raised concerns since actual reversions from fiscal 1999 and 2000 provided only $17.7 million and $16.5 million
respectively.

Balance and the Budget: Taking the general fund revenues, additional revenues, and reversion assumption into consideration, the
budget, as introduced, showed an estimated closing balance of $25.0 million. However, in a business sense (i.e., comparing ongoing
revenues to ongoing operating expenses), the budget reflected a revenue shortfall of $99.9 million.

L egidative Consideration of the Budget

During the session, the legislature was again faced with the challenge of reducing the budget to stay within the limits recommended by
the Spending Affordability Committee. The difference in the 2001 session was that the allowance exceeded the recommended limit by
the highest level since the establishment of spending affordability in 1982. Although the budget was technically balanced, the General
Assembly had concerns about the level of funding in the base budget and the sustainability of outyear spending.

Underfunding of the Base Budget

In January 2001, the Department of Legidative Services (DLS) estimated that base services in the budget were underfunded by $160.6
million. The larger areas of underfunding included:

Mental Health Services: During budget deliberations, DLS noted that the fee-for-service component of Maryland's public mental
health system is facing a $23 million general fund deficit compiled from fiscal 1998 to 2000, plus a fiscal 2001 general fund operating



deficit of $19 million. The fiscal 2001 deficit is likely to be reduced to $6-$10 million based on service reductions and other cost
containment, leaving a total deficit of an estimated $30 million. The general fund deficit resulted primarily from inaccurate data about
actual expenditures and claims incurred but not received. This inaccurate data meant that the Mental Hygiene Administration (MHA)
effectively did not know its expenditures from one year to the next and thought that spending was less than was ultimately found to be
the case. The Governor's original alowance did not contain funding to address the deficit.

Medical Assistance: The caseload and inflation assumptions used to formulate the budget were unrealistic, resulting in an estimated
deficit of $32.0 million in fiscal 2002. The budget, as submitted, assumed that Medicaid enrollment would continue to decline, that
enrollment of children eligible for the Maryland Children's Health Program (MCHP) would moderate, and that inflation would
approximate 4 percent. Recent experience has shown that Medicaid and MCHP enrollment have been increasing, and that health
inflation is expected to exceed 5 percent.

Temporary Assistance to Needy Families (TANF): In fiscal 2000 and 2001, State dollars supporting TANF programs were transferred
to the Dedicated Purpose Fund to allow for use of surplus federal funding. For fiscal 2002 the Governor only transferred $9.6 million
to reserves. Another $20.4 million should have been placed in reserve for State program operations after the surplus federal dollars are
spent.

Other Underfunding: Funding for vacant positions, the Sick Leave Incentive Act, and the Office of the Public Defender, the
Department of Juvenile Justice (DJJ), and various other programs and purposes were a so believed to require additional dollars. Added
to this were legidative concerns that other health programs, such as prescription drug assistance for the elderly, should be supported by
the State budget. Concerns over underfunding in the base budget were expressed throughout the legislative session.

State of the Economy

The legislature was similarly concerned over the direction of the economy, particularly in relation to the revenue and spending
proposed in the budget. Although State revenues remained strong in January and February, the stock market continued to experience
declines and volatility. Nationally, concerns over the direction of the economy stirred discussion of a possible looming recession. Itis
within this context that the legislature received a budget that proposed spending nearly al of the $375.0 million projected fiscal 2001
closing balance, in addition to most of the balance of the Revenue Stabilization Fund beyond the statutorily required 5 percent of
general fund revenues. Although the budget contained a significant amount of spending for one-time PAY GO, many of the projects
will need out year funding to complete or are currently experiencing cost overruns due to the current bidding climate. Whether the
Governor's PAY GO proposal could be fully funded and the sustainability of operating spending needs was also discussed.

As the legislature was considering action on the budget, the BRE reduced the estimate of fiscal 2002 revenues by $50.2 million. This
reflected the expectation that capital gains would begin to decline due to expected stock market losses. The Capital Debt Affordability
Committee also met during session to increase the level of general obligation debt issuance from $475.0 million to $505.0 million,
acknowledging additional debt capacity under its guiding ratios.

L egislative/Budget actions

Reductions: The legislature reduced the Governor's fiscal 2001 deficiency items by $25.8 million and pared the fiscal 2002 allowance
by $301.4 million. Given the magnitude of reductions necessary to meet spending limits, cuts were distributed throughout the budget.
The largest reductions were made in the three areas where budget growth was most prominent: higher education, smart growth, and
transit. Higher education spending was reduced $64.6 million ($38.1 general funds/$26.5 million current unrestricted funds), but
general funds still grew approximately 10.0 percent. Reductions to the GreenPrint initiative ($35.0 million) were largely shifted to the
bond funded capital program due to the higher debt ceiling that was adopted. Other smart growth-related reductions occurred in the
Urban Parks and Playground ($4.0 million) and the Community Legacy ($5.0 million) programs. Other reductions scaled back
additional spending in the Judiciary, across-the-budget computer costs, nonpublic specia education placements, and Temporary
Assistance to Needy Families (TANF) programs. A $7.8 million reduction was made to the Sick Leave Incentive program to limit its
scope to a pilot basis.

Final Action Relative to Spending Affordability: Final action by the legislature reduced the budget to a 6.947 percent rate of growth
as measured on a spending affordability basis; approximately $344,000 below the 6.95 percent recommended level.

Addressing Base Budget Underfunding: As shown in Exhibit A1.2, actions by the legislature and by the Governor through a
supplemental budget addressed nearly $55.0 million of base budget underfunding. Supplemental Budget No. 2 appropriated $30 million
to the Dedicated Purpose Fund to cover unmet mental health needs contingent on the enactment of House Bill 828 (passed) which
establishes a Tax Amnesty Program. A portion of the proceeds of that program are to be distributed to the General Fund to offset the
transfer from the dedicated purpose account. Budget bill language also restricted funds for new initiatives in MHA to fully address the
deficit as well as a portion of other unmet mental health needs. Other actions converted the Sick Leave Incentive program to operate
on apilot basis, reduced the turnover ratein DJJ, and restricted $7.2 million to the Dedicated Purpose Fund for TANF supported
programs.

Outlook for Future Budgets

As shown in Exhibit A1.3, a potential budget shortfall of $435.5 million is projected to exist by the end of fiscal 2003. The gap
actually exceeds $500 million but is mitigated by the estimated transfer of $81.8 million from the Rainy Day Fund available over the 5
percent statutory requirement. The factors behind the projected shortfall include increased costs for current services, legislation, and
PAY GO capital commitments.

Current Services: Cost increases are estimated for salary and fringe benefit growth (e.g. health and retirement cost growth), and
phasing in the costs of new positions and the general salary increase. Caseload and entitlement growth, particularly for Medicaid, are
also expected to drive future spending needs.

Legislation: Forecasted revenues are reduced by $25.5 million in fiscal 2002 largely due to Senate Bill 200/House Bill 309 (both
passed) for the mass transit initiative ($17.9 million), and Senate Bill 166/House Bill 222 (both passed) which alters the refundable
earned income tax credit ($4.3 million). The level of revenue loss increases to an estimated $50.0 million in fiscal 2003, ultimately
increasing to $78.3 million by fiscal 2006.

Exhibit A1.2

Underfunding in Fiscal 2002 Budget
($in Millions)



Underfunding

Budget as Budget after Budget
Program Submitted Actions Actions
Mental Health: Deficit from prior years plus current demand exceeds funding level $41.0 $30 million transferred to Dedicated Purpose Account to cover $0.00
deficits; redirection of up to $8.2 million for program
expansion through budget bill language; additional cost
containment
Medicaid: Caseload and inflation assumptions are unrealistic $32.0 $32.0
Subtotal Health $73.0 $32.0
Turnover: Statewide vacancy rate of almost 6% for existing positions is not sufficient to $34.0 $34.0
support operations
Public Defender: Artificialy high turnover rate/attorney caseload/information technology $11.0 $11.0
funding in fiscal 2001 and fiscal 2002
Juvenile Justice: Computer system and ongoing programs $4.0 $1 million for turnover in supplemental budget #2; $0.6 million $2.4
redirected from unexpended capital funds
Correctiona Education: Insufficient salaries and staffing levels $2.2 $2.2
Sick Leave Incentive Act: Agencies to absorb all of fiscal 2001 costs ($11 million) and $16.0 Converted to pilot program for FY 2002 $11.0
some fiscal 2002 costs ($5 million)
Transfer to Dedicated Purpose Fund equals 1/3 of Temporary Assistance to Needy Families $20.4 Budget authorizes transfer of $7.2 million to the Dedicated $13.2
(TANF) dollars supporting programs funded with State funds prior to fiscal 2000. Fiscal Purpose Account for TANF supported programs
2000 and 2001 transfers equated to 100% of TANF substitution.
Subtotal Other $87.6 $73.8
Total Underfunding $160.6 $105.8
Exhibit A1.3 General Fund Budget Outlook
($in Millions)
EY 2001 EY 2002 EY 2003 EY 2004 EY 2005 EY 2006
Revenues
Fund Balance 936.2 385.0 14.3 - - -
Transfer from Reserve Fund 30.0 533.2 81.8 10.2 51 58
966.2 918.2 96.1 10.2 51 58
Operating Revenues 9,653.5 9,933.7 10,305.6 10,775.8 11,289.0 11,853.5
Revenue Actions - Legislation - (25.5) (50.0) (63.2) (75.3) (78.3)
9,653.5 9,908.3 10,255.6 10,712.6 11,213.7 11,775.2
Total Revenues $10,619.8 $10,826.5 $10,351.7 $10,722.8 $11,218.8 $11,781.0
Spending EY 2001 EY 2002 EY 2003 EY 2004 EY 2005 EY 2006
Operating Spending 9,2784 9,928.4 10,550.0 11,010.7 11,492.6 11,950.4
Expenditure Actions - Legislation - 85 53.2 68.9 86.8 103.4
9,2784 9,936.9 10,603.2 11,079.6 11,579.4 12,053.8
PAY GO Capital 645.3 688.9 179.0 325.7 436.1 184.5
Appropriation to Reserve Fund 311.0 186.4 5.0 5.0 5.0 5.0
956.3 875.3 184.0 330.7 4411 189.5
Total Expenditures $10,234.7 $10,812.2 $10,787.2 $11,410.3 $12,020.5 $12,243.3
Ending Balance $385.0 $14.3 $(435.5) $(687.5) $(801.7) $(462.3)
Revenue Stabilization Fund EY 2001 EY 2002 EY 2003 EY 2004 EY 2005 EY 2006
Ending Balance $889.0 $577.0 $525.4 $543.9 $570.2 $595.2
Asa % of General Fund Revenues 9.21% 5.83% 5.10% 5.05% 5.05% 5.02%
5% of General Fund Revenues 482.7 495.2 515.3 538.8 564.5 592.7
Excess over 5% of General Fund Revenues 406.3 81.8 10.2 51 58 26

Legislation with significant out year costs was passed relating to free or subsidized prescription drugs for seniors (Senate Bill
236/House Bill 6 (both passed)), developmental disability community provider reimbursements (Senate Bill 432/House Bill 922 (both
passed)), and State funding for circuit court law clerks (Senate Bill 656/ House Bill 716 (both passed)). This, and other legislation, is
expected to require outlays of $53.2 million in fiscal 2003. By fiscal 2006, the costs of legislation passed at the 2001 session could

approximate $103.4 million.

PAYGO Capital Commitments: The forecast assumes an additional $179 million in fiscal 2003 spending to complete PAY GO capital

commitments made in fiscal 2001 and 2002.

Assuming that economic growth moderates as anticipated by the BRE, addressing the potential shortfall in fiscal 2003 and beyond will
require a combination of actions. For example the administration's PAY GO capital program may have to be partly funded through
general obligation debt or have projects deferred. Programmatic reductions or adjustments to revenue may also need to be considered.

As shown in Exhibit Al.4, the State has contingency resources which are available to mitigate the problem. This includes nearly $500
million in the Rainy Day Fund, over $90 million in the Dedicated Purpose and Joseph Funds, a projected $141.2 million fund balance
in the TTF, and $130 million in fiscal 2002 funding for PAY GO projects that is embargoed pending the December revenue estimates.
Moreover, to the extent actual revenue growth exceeds the current estimates (as has been the pattern in recent years) the magnitude of
the shortfall will be reduced. The potential for some excess is supported by the fact that, through March, revenue collections for fiscal

2001 remain ahead of estimate.



Exhibit A1.4
Funds Available for Contingencies

Fiscal 2002
($in Millions)

PAY GO Embargo $130.0
Revenue Stabilization Account

Over 5% 81.8

Target Level (5 percent of estimated general fund revenues) 495.2
Dedicated Purpose (TANF) 776
Joseph Fund 16.5
Total Available - General Funds $801.1
Projected FY 2002 Ending Balance Transportation Trust Fund $141.2

And Now, the Rest of the Story
Budget-Related L egislation

Legislation considered during the 2001 session that would impact State revenues and spending was discussed under the Budget in Brief
section within this Part. Other legislation that pertained to the Constitutional constraints on the budget process, general fund reversions,
and a tax amnesty program was a so contemplated, as noted below:

Constitutional Budgetary Authority: Senate Bill 245/House Bill 1024 (both failed) would have proposed a modification to Article I,
Section 52 of the State Constitution which presently limits the legislature's budget authority to only reducing proposed appropriations
for executive branch agencies. Had the legislation passed and the amendment been adopted by voters at the 2002 general election, the
General Assembly would have had the ability to increase and make additional appropriations for executive branch agencies. Maryland
isthe only state in which the legislature lacks this authority. This ability would have been limited to the level of funding in the
Governor's allowance. The Governor would have been given the ability to line-item veto changes made by the legislature. Vetoes could
have been considered in a special session of the legislature.

General Fund Revenues: House Bill 904 (passed) allows up to $1.0 million at the end of a fiscal year to be made available for
spending within any unit of State government in the next fiscal year, instead of reverting to the State general fund. The Department of
Budget and Management (DBM) must certify that the use of the unspent funds is consistent with the unit's Managing for Results goals.
Annual reports are to be prepared by DBM on the use of the funds. The Act sunsets at the end of fiscal 2004.

House Bill 828 (passed) establishes a tax amnesty program for delinquent taxpayers who had not filed returns by December 31, 2000,
for various income, sales, withholding, and admissions and amusement taxes. Of the funds collected under the Act, the first $2.0
million would be used by the Comptroller for publicity and additional personnel. The next $30.0 million would be credited to the
general fund, and appropriated as a fiscal 2002 deficiency to the State Reserve Fund. This will repay funds transferred from the
Revenue Stabilization Fund to address fiscal 2001 mental health funding deficiencies. Collectionsin excess of the first $32.0 million
are to provide up to $8.0 million for education grants to certain jurisdictions, and up to $10.0 million to the Low Interest Revolving
Loan Account for capital projects for volunteer fire companies. Any additional collections are to be credited to a Tax Amnesty Reserve
Fund.

Selected Budgetary Initiatives

The budget provides funding for a number of new initiatives and enhancements which are not related to legislation. As noted, the
Governor established higher education, smart growth, and the expansion of transit as priorities during the 2001 session. Funding related
to higher education and smart growth are discussed first, followed by other budgetary enhancements. The transit initiative was
embodied in legidlation, and is addressed in Part G - Transportation and Motor Vehicles, within The 90 Day Report.

Higher Education

State support for higher education institutions operating expenses, including the public four-year colleges and universities, local
community colleges, Baltimore City Community college and private colleges and universities (Sellinger program) is nearly $1.2 billion
in fiscal 2002 or 9.9 percent higher than fiscal 2001. State operating support for public four-year colleges and universitiesin fiscal 2002
totals $944.6 million, an increase of 9.9 percent. The University System of Maryland (USM) accounts for 93 percent of the State
operating support for the public four-year higher education institutions, or $877 million. State support for Morgan State University in
fiscal 2002 is $52.6 million, a 9.7 percent increase. State support for St. Mary's College of Maryland is $14.8 million, $833,000 more
than required by the statutory funding formula for the college. The State's private colleges and universities will receive $46 million in
State support, an increase of 10.65 percent. Community colleges receive $178.5 million in fiscal 2002, an increase of 9 percent.
Funding for Baltimore City Community College also increases 12.9 percent, totaling $29.9 million. For a more detailed discussion of
higher education funding see Part L - Education of The 90 Day Report).

Smart Growth

Community L egacy: The fiscal 2002 budget provides $10 million in State funds for the Community Legacy program created by
Senate Bill 202/House Bill 301 (both passed). The program is designed to provide at-risk neighborhoods and sponsoring local
governments with financial and technical assistance to implement revitalization plans. Each neighborhood must submit a Community
Legacy plan that details exactly what types of changes, facilities, and upgrades the neighborhood needs. The operating program
includes $1 million for technical assistance grants to assist communities with developing the Community Legacy plan. The budget aso
includes $9 million in PAY GO funds for capital grants and loans for Community Legacy projects such as streetscapes, home
improvements, or demolition. (For a more detailed discussion of Senate Bill 202/ House Bill 301 see Part H - Business and Economic
Issues of The 90 Day Report).

Community Parksand Playgrounds Program: The Community Parks and Playgrounds program is a three-year initiative within the
DNR budget, that is funded at $11 million for fiscal 2002. While there is no enabling legisiation for the program, it is supposed to
provide competitive grants to local governments to respond to the unmet need for assistance to rehabilitate, expand, or improve
existing parks. Funds for the Community Parks and Playgrounds program will be targeted to older neighborhoods and intensely
developed areas throughout the State.



GreenPrint Program: GreenPrint is afive-year initiative designed to purchase land and conservation easements on the most
environmentally and ecologically sensitive undeveloped lands within the State. House Bill 1379 (passed) establishes the program in the
Department of Natural Resources (DNR). Under the legislation, the purpose of the five-year program is to create a statewide green
infrastructure network by acquiring property and property interests, including easements. Maryland's green infrastructure contains
roughly two million acres of undeveloped land and is characterized as a system of "Green Hubs" (large habitat areas typically hundreds
of acresin size) linked together by linear corridors of land referred to as "Green Links'.

GreenPrint is intended to complement the land preservation efforts of other State preservation programs such as Program Open Space,
Rural Legacy, the Maryland Agricultural Land Preservation Program, and the Conservation Resource Enhancement Program. To
further encourage cooperation with other programs, 25 percent of the total funds appropriated for the program must be spent on the
acquisition of easements on agricultural land within Maryland Agricultural Land Preservation Fund-approved districts that contain land
within the green infrastructure network. For fiscal 2002, GreenPrint will be funded at $35 million, with $30 million in general
obligation bonds and $5 million in general funds. For a more detailed discussion of Maryland's land preservation programs and the
GreenPrint legislation see Part K - Natural Resources, Environment, and Agriculture of The 90 Day Report).

Public Safety

L eloads: The fiscal 2002 budget for the Division of Parole and Probation contains

$3 1m|II|on for 108 new posm ons, of wh| ch 67 are Parole and Probation Agent I's to phase-in the Proactive Community Supervision
initiative. Under this model, intense concentrated supervision should function as a deterrent to keep offenders from committing another
offense that would result in incarceration in either a State or local facility. The likelihood of detection or intervention is higher since
agents would spend more time in the neighborhoods and communities.

Over the next three years the division plans to request nearly $15 million to fund an additional 244 agents, 41 supervisors, 81 support
staff, and 40 contractual agent assistants in order to fully implement this initiative. The division's plan outlines how caseloads will
decrease, community visibility of agents and the division will be enhanced, recidivism will be reduced, and staff interaction with
offenders will be increased.

Additional Correctional Facilities Personnel: The fiscal 2002 budget for the Division of Correction provides $7.4 million for 278
new positions at 17 correctional facilities throughout Maryland. Of these, 112 of the new positions will staff the new 256-bed
maximum security housing unit on the south compound of the Western Correctiona Institution that is scheduled to open in January
2002. In fiscal 2001 the division proposed a personnel plan that would increase the number of Correctional Officer I's by roughly 120
positions a year, or a total of 604 positions over five fiscal years. The plan was based on the increased inmate population and
considerations such as security, service delivery, and programming. Additionally, the filling of current vacancies and additional
positions should allow the division to contain overtime expenses within the appropriated level.

Health and Human Services

Emergency Medical and Housing Assistance Grant Increase: The fiscal 2002 budget includes an additional $7.8 million for
Transitional Emergency Medical and Housing Assistance (TEMHA) grants. This public assistance program provides grants to adults
with short-term disabilities and to adults with long-term disabilities who are in the processing of applying for federal Supplemental
Security Income (SSI). The additional funds allow for a 40 percent increase, from $132 to $185 per month, in the maximum monthly
grant amount. With a total of $23.5 million budgeted for TEMHA grants in fiscal 2002, the Department of Human Resources (DHR)
anticipates serving an average of about 10,570 participants per month.

DDA Waiting List Initiative: The Waiting List Initiative is a five-year endeavor to reduce the number of individuals waiting for
community services from the Developmental Disabilities Administration (DDA) of the Department of Health and Mental Hygiene
(DHMH). The fiscal 2002 budget includes an additional $22.2 million in general funds and $11.3 million in federal funds to carry the
initiative into its fourth year. With this additional funding, DDA's community services budget has increased by almost $130 million
since the beginning of the initiativein fiscal 19909. It is expected that the total cost will be about $144 million by fiscal 2003, the final
year of phasing in the initiative.

Funding for the initiative covers the cost of hew services as well as increases in provider rates. By the end of fiscal 2003, DDA expects
to provide services to aimost 6,000 new clients, including almost 1,000 new clientsin fiscal 2002. Services include residential
placement, day programs, or in-home support programs.

: In accordance with Chapter 212, Acts of 2000 which expressed the General Assembly's
intent that the Governor increase funding for the Medicaid nursing home reimbursement formula by $10 million in genera fundsin
fiscal 2002 and another $10 million in fiscal 2003, the fiscal 2002 budget provides for a $20 million ($10 million in general funds)
enhancement to the formula. The additional funds will alow nursing homes to increase hours of direct care to residents, add nursing
staff, and bolster compensation for direct care workers. To reduce reliance on nursing homes for long-term care services, the budget
also includes $10.1 million to expand home- and community-based services to an additional 1,000 people, bringing the total number of
people served through this Medicaid waiver program to 2,135.

Medical Assistance Enhancements: The fiscal 2002 Medicaid budget contains $52 million ($21 million in general funds) to
implement two |egislative mandates from the 2000 session and $10.1 million ($5.1 in general funds) to expand a home- and
community-based services program established by Chapter 126, Acts of 1999. The largest enhancement earmarks $32 million for
expansion of MCHP to children with family incomes from 200 to 300 percent of poverty and pregnant women with incomes from 200
to 250 percent of poverty. About 14,700 children and 1,000 pregnant women per month are expected to enroll in the MCHP expansion
during fiscal 2002.

State Nurses Salaries Enhanced: As part of an ongoing effort to enhance equity within the State's compensation system and to allow
the State to compete effectively for employees, DBM conducts regular salary reviews. DBM reviews the salaries of discrete groups of
classifications and compares them with the salaries in the markets within which it competes for employees. In fiscal 2002, the largest
group for which the discrepancy between State salaries and salariesin the labor market will be addressed are nurses. Approximately
$9.3 million will be devoted to addressing this discrepancy in fiscal 2002. Salaries paid to nurses throughout the State will be adjusted
by two grades -- the first on July 1, 2001, and the second on January 1, 2002. These adjustments allow the State to offer salaries which
are competitive to those paid in private hospitals, allowing it to compete in this very tight labor market.

-- Chi . Legislation enacted in 1998 required the statewide reduction of caseload to staff
ratios for child welfare services which include foster care, family preservation, protective services, and kinship care. To reinforce its
intent, the General Assembly added language to the fiscal 2000 and 2001 budgets specifying that the caseload to staff ratios meet the
standards established by the Child Welfare League of America (CWLA) and requiring statewide implementation of the law by June
2003.



The fiscal 2002 budget, the third budget passed since the 1998 law went into effect, contains the resources needed to make significant
progress toward reducing caseload to staff ratios. The local departments of social services will receive 109 new positions, or half the
total number needed; $3.6 million for salaries and wages; and over $1.1 million for nonpersonnel expenses. It is anticipated that the
proposed fiscal 2003 budget will contain the remaining positions needed to align ratios with those established by CWLA. Language in
the fiscal 2002 budget emphasizes the importance of adhering to this plan by restating the need to meet CWLA standards by the June
2003 implementation deadline.

Substance Abuse Treatment Programs: The Alcohol and Drug Abuse Administration (ADAA) under DHMH will receive a $20
million increase in genera funds, bringing the total fiscal 2002 budget to $120 million. These new funds represent a 40 percent
increase in general funds, or a 20 percent increase in the total budget. Such dramatic budget growth is the result of heightened interest
in providing more substance abuse treatment. There is a growing recognition that trestment can mitigate many of the personal and
societal problems created by substance abuse.

Out of the total $20 million increase, $13 million will go toward expanding treatment services through three grant programs: (1) $5
million for grants to regions with the greatest needs; (2) $4 million for Substance Abuse Outcome Partnership (STOP) grants as
established by legidlation last year; and (3) $4 million for the implementation of the Integration of Child Welfare and Substance Abuse
Treatment Act. Another $6.4 million will go toward salary upgrades and cost-of -living adjustments for addiction counselors. They will
receive an average of a 12 percent increase to improve recruitment and retainment in local health departments and in community
provider settings. Most of the remaining increase will support improvements in information systems.

Cigarette Restitution Fund

Overview: During the 1999 session, the General Assembly established the Cigarette Restitution Fund (CRF) in anticipation of receiving
tobacco settlement payments. When the Governor first included CRF in the proposed fiscal 2001 budget, there was considerable
discussion among legislators over the appropriate use of funds. The outcome was a final budget of over $163.7 million for health, crop
conversion, K-12 education, and higher education. This budget was reduced to $146 million because of the availability of an additional
$6.1 million in teacher retirement funds for education programs and the withdrawal of $12.1 through Supplemental Budget 1 (2001
session). The Governor withdrew funds primarily in programs that are experiencing implementation delays. As shown in Exhibit A1.5,
the fiscal 2002 budget contains almost $153 million to continue most of the same programs funded in the prior year.

Impact of Funds Held in Escrow: Making decisions about the fiscal 2002 budget was sometimes complicated by the impact of the
outside attorney fee dispute. Still in the courts, there is disagreement over the level of fees that the outside attorney should receive for
participating in the states' lawsuit against the tobacco manufacturers. Until the dispute is resolved, 25 percent of settlement payments
are being held in escrow. This means that not all the fiscal 2002 funds are available. As a result, the Governor included language in the
budget bill making $27 million of the budget contingent upon the availability of funds. As enacted, the General Assembly made a
reduction of $2.9 million to the school wiring program based on the actual need for lease payments. This reduced the amount withheld
from $27.0 million to $24.1 million.

Health/Crop Conversion Programs: The statute requires that at least 50 percent of the CRF be allocated for health and crop
conversion programs. With almost two-thirds of the funding slated for these purposes, the fiscal 2002 budget meets this mandate.

The fiscal 2002 budget contains $30.7 million for the Tobacco Use Prevention and Cessation Program and $43 million for the Cancer
Prevention, Education, Screening, and Treatment Program. However, $10.7 million in the tobacco program and $8 million in the
cancer program is contingent upon the availability of funds. Out of concern that these contingencies may have a negative impact on
crucia parts of the programs, the General Assembly added budget bill language stating spending priorities. If there are not sufficient
funds to restore contingencies in the tobacco program, the Department of Health and Mental Hygiene (DHMH) should alocate the
contingencies to minimize the impact on the local public health component. If there are any funds available because

Exhibit A1.5
Cigarette Restitution Fund Budget in Fiscal 2002
Anticipated
FY 01 FY 02 FY02

Working Leg. Contingent  Working
Appro. Approp. Eunds Approp

Revenue
Fund Balance and Interest $39.4 $0.0 - $0.0
Payments less 25% in escrow $106.6 $125.8 -- $125.8
Total Available Revenue $146.0 $125.8 -- $125.8
Expenses
Health/T obacco $24.6 $0.0 0
Medicaid 13.6 30.7 (10.7) 20.0
Tobaccol 25.6 430 (8.0) 35.0
1 185 185 185
Sibetance Abuse s 15 @9 10
MD Health Care Foundation . : :
Crop Conversion $92.8 $100.0 (19.2) 80.8
Subtotal Health/Tobacco
Education (K-12) $6.9 $0.0 0
Teachers Salaries 8.0 32 32
Baltimore City Partnership 12.0 195 19.5
Academic Intervention 5.0 8.0 8.0
Aid to Nonpublic Schools! & 2 4.0 4.0 4.0
Judy Hoyer Center 0 36 (3.6) 0
School Wiring! & 2 g g gg ) g
Educationa Mo_dernization 20 2:0 20
Teacher Mentoring 17 17 17

Teacher Certification



Technology Academy

Readiness and Accreditation $47.6 $47.5 (3.6) 43.9

Subtotal Education (K-12)

Higher Education $3.7 $3.7 (3.7 0

MAITI Technology 1.0 1.0 1.0

Access/Success 0.5 0.5 (0.5) 0

Digital Library $5.2 $5.2 (4.2) 1.0

Subtotal Higher Education

Attorney General's Office $0.4 $0.1 $0.1
Total Expenses $146.0 $152.8 ($27.0) $125.8
Fund Balance $0.0 ($27.0) -- $0.0

1 Adjusted for funds withdrawn by Supplemental Budget 1 because of implementation delays.
2 Includes $3 million in textbooks and $2.8 million in fiscal 2002 which may not be expended.

DHMH cancels funds in fiscal 2001, the Governor should use these funds to release contingent funds in the local public health
components of both programs, the counter marketing component of the tobacco program, and the building capacity in Montgomery
and Prince George's counties component of the cancer program. The fiscal 2002 budget also includes $18.5 million for substance abuse
treatment and $1.5 million for a grant to the Maryland Health Care Foundation. A total of $0.5 million for the foundation is contingent
upon the availability of funds.

There is $6.3 million to implement the crop conversion program sponsored by the Tri-County Council of Southern Maryland. This
session legislation cite allows the council to use these funds to support payments on GO bonds starting in fiscal 2004.

K-12 Education: The fiscal 2002 budget contains $47.5 million in CRF funding for K-12 education programs. As shown in Exhibit
A1.5, most of these funds are allocated to academic intervention, aid to nonpublic schools, Judy Hoyer Centers, and school wiring.
Many of the programs also receive general funds.

Similar to last year, there was much discussion about textbook aid to nonpublic schools. In the end, the General Assembly agreed that
$5 million of the $8 million in the budget can be spent to reimburse parents for textbooks. The other $3 million must be reverted to the
CREF at the end of fiscal 2002.

Only about $0.8 million of the $3.6 million for school wiring may be spent in fiscal 2002. Any unspent funds must be reverted to the
CRF. However, none of the funds may be available because they are contingent upon availability of funds.

Higher Education: Higher education programs receive $5 million from the CRF in fiscal 2002 for the Maryland Applied Information
Technology Initiative (MAITI), the Access/Success Program, and the digital library. Funding for MAITI and the digital library is
contingent pending the availability of funds. If funds are available because education programs reverted CRF in fiscal 2001, these
monies should be used to release education contingencies, whether in K-12 education or higher education.

Attorney General's Office: The fiscal 2002 budget includes a $0.4 million deficiency appropriation and $0.1 million for fiscal 2002 to
support the Office of the Attorney General. The office will use the funds for outside consultation in the attorney fee dispute.

Transportation Program

The Maryland Department of Transportation (MDOT) estimates that the TTF will generate $3.2 billion in fiscal 2002. Mgjor revenue
sources include motor fuel tax receipts ($677 million), titling tax receipts ($625 million), licensing and registration fees ($180 million),
bond sale proceeds ($235 million), and federal funds ($820 million).

Transportation spending totals $3.35 billion in fiscal 2002, a 22 percent increase over planned fiscal 2001 spending. Appropriations are
made for MDOT operating expenditures ($1.02 billion), capital expenditures ($1.8 hillion), and debt service ($117 million). Local
highway user revenue grants are funded through the State Highway Administration (SHA) budget ($430 million). The budget also
appropriates $45 million in general funds in the Dedicated Purpose Fund toward the replacement of the Woodrow Wilson Bridge and
the Metrorail extension from Addison Road to the Largo Town Center. MDOT estimates another $187 million in other funding
(including Passenger Facility Charges and Customer Facility Charges) will be generated, primarily to support Maryland Aviation
Administration (MAA) projects. The fiscal 2002 budget funds 9,559.0 regular positions and 167.9 contractual full-time equivalents.

The fiscal 2002 operating budget includes additional expenditures for personnel, increased costs for services, and new initiatives. The
appropriation assumes $4 million for the general salary increase, $14.1 million for employee increments and other compensation, and
$4.7 million for higher health insurance costs. The State's share of Washington Metropolitan Area Transit Administration costs increase
by $10.3 million. At the Mass Transit Administration, spending rises $18.2 million to support additional services associated with the
transit initiative (see Senate Bill 299/House Bill 309 for a complete discussion of the initiative), $1.7 million due to new Maryland

Rail Commuter (MARC) train service to Frederick, and $2.9 million in additional union employee wage and benefit costs. The Motor
Vehicle Administration funds a $3.7 million information technology initiative, and a $3 million employee compensation and training
initiative. At the MAA, increased operating costs are due primarily to security, marketing, and maintenance associated with passenger
growth ($2.6 million), new positions ($1.8 million), and MARC train parking garage Certificates of Participation ($1.7 million).

In developing the fiscal 2001 to 2006 capital program, MDOT added $1.3 billion for new projects and $739 million to expand the
scope of existing major projects. The 2001 Consolidated Transportation Program (CTP) added $810 million to MAA projects,
primarily for infrastructure at Baltimore-Washington International Airport (BWI). Approximately $249 million in new projects were
added to the SHA capital program, and another $215 million supports transit projects. Funding added to the CTP for SHA projects
provides $270 million toward the replacement of the Woodrow Wilson Bridge, along with $63 million for Neighborhood Conservation
Program expansion.

Airport Expansion Development Plans: In August 2000 MDOT announced plans for a $1.3 billion capital expansion program at BWI.
The plan calls for increased spending for additional parking, terminal expansion, and improved access to the terminal building. The
fiscal 2002 budget supports the first year of the plan. In fiscal 2002 approximately $251 million in State and federal funds will be
dedicated to the expansion.

Parking improvements account for 26 percent of the program, or approximately $379 million. Construction of these facilitiesis
scheduled to begin as early as February 2001 as the need for these facilities is most critical at this time. BWI also expects to expand
the size of the current terminal building with $438 million for two new concourses and other related facilities. The largest share of the



expansion program, 42 percent, or approximately $621 million, will improve passenger access to the terminal building, including
improved roads, pedestrian bridges between the terminal and the parking garage, and moving walkways.

State Reserve Fund

Activity in the State Reserve Fund for fiscal 2001 and 2002 is illustrated in Exhibit A1.6. For fiscal 2001 a general fund deficiency
appropriation of $40.2 million was provided to the Dedicated Purpose Fund. This included $10.2 million for acquisition of land
adjacent to the Greenbelt Metro Station, offset by the withdrawal of a $10 million appropriation from the Economic Development
Opportunities Program Fund. Another $30 million was transferred from the Revenue Stabilization Fund (Rainy Day Fund) contingent
upon enactment of House Bill 828, creating a tax amnesty program.

Theinitial fiscal 2002 reserve fund appropriation was $201.4 million. This amount included $141.8 million for the Rainy Day Fund,
$54.6 million for the Dedicated Purpose Fund, and $5.0 million for the Joseph Fund. The legislation establishing a tax amnesty
program (House Bill 828) requires an additional $30.0 million appropriation as a fiscal 2002 deficiency.

In the Rainy Day Fund the $141.8 million appropriation represents the unappropriated fiscal 2000 general fund surplus in excess of $10
million, per the provisions of Chapter 4, Acts of 1998. Budget hill language authorizes the Governor to transfer up to $1.7 million of
this appropriation to restore State assistance to State fairs and racing impact aid to prior year funding levels. However, this requirement
is also addressed by Senate Bill 764/House Bill 908. The remaining balance of $10 million from the Citizen's Tax Reduction and

Fiscal Reserve Account (repealed by Chapter 604, Acts of 1998) is also expected to be transferred to the Rainy Day Fund in fiscal
2002.

Interest earned on the balances in the Rainy Day Fund, the Dedicated Purpose Fund, the Catastrophic Event Fund, and the Sunny Day
Fund at the end of fiscal 2002 is estimated at $39.4 million. At the end of fiscal 2002, a Rainy Day balance of $577.0 is projected,
$81.8 million over 5 percent of general fund revenues.

Exhibit A1.6
Reserve Fund Activity - Fiscal 2001 and 2002
($in Millions)
Rainy Day Dedicated Catastrophic ~ Joseph
Fund Purpose Fund Event Fund Fund

Balances on Hand 6/30/00 $581.9 $97.9 $1.7
Fiscal 2001 Appropriationsto
Unappropriated FY 99 balance 23501 1002
Wilson Bridge/Metro. extension 50.0
TANF reallocation 30.0
PSC: Public education utility restructuring 6.0
Transfer to General Fund (30.0) 3
Fiscal 2001 Deficiency Appropriations to
Greenbelt Metro 10.2
Mental Hygiene deficit 3003
Transfer from Dedicated Purpose Fund 3894 (38.9)4
Fiscal 2001 Expenditures from
Wilson Bridge/Metro. extension (23.2)
DDA Waiting List Initiative - DHMH (5.0)5
PSC: Public education utility restructuring (3.0)
Greenbelt Metro. (10.2)
Mental Hygiene deficit (30.0) 3
Estimated interest 63.2 0.6
Balances on Hand 6/30/01 $889.0 $113.8 $1.7 $10.6
Fiscal 2002 Appropriationsto
Unappropriated FY 00 balance 141.86 502
Wilson Bridge/Metro expansion 45.0
TANF reallocation 9.6
Deficiency appropriation (Tax Amnesty
legislation) 3003
Transfer to General Fund (533.2)
Transfer from Dedicated Purpose Fund 10.07 (10.0) 7
Fiscal 2001 Expenditures from
PSC: Public education utility restructuring (3.0)
Wilson Bridge/Metro extension (71.8)
DDA Waiting List Initiative - DHMH (5.0)5
Estimated I nterest 39.4 0.9
Estimated Balances 6/30/02 $577.0 $78.6 $1.7 $16.5
Balance in Excessof 5% GF Revenues $81.8

1The allowance provided $400 million ($310.0 of the unappropriated fiscal 1999 general fund surplus, per Chapter 4, Acts of 1998) and another $90 million to offset
future revenue needs. The Governor withdrew the $90 million via Supplemental Budgets Nos. 1 and 2 for PAY GO and other needs. The legislature reduced another
$75 million to offset revenue losses due to 2000 session legislation.

2Chapter 517, Acts of 1999 created the Joseph Fund beginning in fiscal 2001. The Act provides that an appropriation may be included in the budget equivalent to the
lesser of 40% of the fiscal 1999 unappropriated general fund surplus or $10 million. Interest earnings are credited to the Joseph Fund and not to the Revenue
Stabilization Fund (Rainy Day Fund).

3House Bill 828 establishes atax amnesty program for delinquent taxpayers who have not filed returns by December 31, 2000, for various income, sales, withholding,
and admissions and amusement taxes. The legislation provides that $30.0 million will be credited to the general fund and appropriated as afiscal 2002 deficiency to the
State Reserve Fund. This will repay funds transferred from the Revenue Stabilization Fund to address fiscal 2001 mental health funding deficiencies.



4This represents the transfer of the remaining balance of funds appropriated to the Dedicated Purpose Fund in fiscal 1996 to offset changesin federal law, regulation,
or policy. Infiscal 2001, monies were transferred to offset shortfallsin the Social Services Block Grant. The law provides that unspent balances revert to the Revenue
Stabilization Fund four years after the end of the fiscal year in which funds were appropriated.

5Special funds were deposited in fiscal 1999 to be appropriated in $5 million increments in fiscal 2000, 2001, and 2002.
Sper Chapter 4, Acts of 1998, this represents the unappropriated fiscal 2000 general fund balance in excess of $10.0 million.

"This represents the transfer of funds from the Citizen's Tax Reduction and Fiscal Reserve Account, appropriated to the Dedicated Purpose Fund in fiscal 1999. The
fiscal 2002 transfer isthefina transfer.

Monies allocated to the Dedicated Purpose Fund include $45.0 toward the State's share of transportation projects (see Transportation
Program under this section). It also includes $9.6 million in general funds to cover future welfare costs. This brings the total funds
available for the State's welfare needs to $77.6 million at the end of fiscal 2002. The fiscal 2002 budget bill authorizes the Governor to
transfer another $7.2 million from the Department of Human Resources budget to the Dedicated Purpose Fund.

An appropriation of $5.0 million is made to the Joseph Fund in fiscal 2002. The State Finance and Procurement Article provides that
appropriations to the fund in years subsequent to fiscal 2001 may equal the lesser of 20 percent of the unappropriated surplus as of the
end of the fiscal year two years prior to the budget year or $5.0 million. Interest accumulating in the Joseph Fund remains in the fund.

Per sonnel

Employee compensation, the cost of which is estimated at $5.1 billion, constitutes a major component of the fiscal 2002 budget. This
figure represents an increase over the fiscal 2001 working appropriations of approximately $422.2 million, or 9.1 percent; the largest
share of which is devoted to regular and contractual employee salaries. State employees receive a 4 percent general salary increase
effective January 1, 2002. All components of the employee compensation increase are shown in Exhibit A1.7.

Exhibit A1.7
Increasesin Regular and Contractual Employee Salaries
Fiscal 2001 to 2002

$in % Over

El t Millions EY 2001
Non-Higher Education Regular Employees $249.9 11.3%
4% Fiscal 2002 general salary increase effective 1/1/02 4.1
Annualization of fiscal 2001 general salary increase 331
Cost of salary schedule increments 50.1
New positions 107.5
Other* 151
Non-Higher Education Contractua Employees (8.9) (8.8%)
Higher Education Employee Salaries 92.8 6.7%
Overtime Costs 5.6 7.4%
Shift Differential 1 1.0%
Pay for Performance Bonus Pool 3.3) (52.4%)

*QOther includes miscellaneous charges and the increase for reclassifications.

Source: Department of Legidlative Services

There is a budgetary impact of $107.5 million for new regular positions, reflecting a net increase of 2,950.3 positions. These positions
are spread across agencies but are weighted heavily in a few, as demonstrated in Exhibit A1.8. The departments or functional areas
showing the largest increases are higher education (525.8 FTESs), human resources (521.7 FTES), juvenile justice (515.2 FTESs), public
safety and correctional services (442.8 FTEs), transportation (303.0 FTES), health and mental hygiene (150.7 FTEs), and the judiciary
(150.5 FTES). These and the other regular employee personnel increases incorporate 680.2 FTE contractual conversions.

In addition to the salary increases associated with new and existing positions, increases in the cost of benefits also add significantly to
the total compensation paid to State employees. Health and other insurances increase by $78.3 million, or 17.6 percent over that paid in
fiscal 2001. Fringe benefits like tuition reimbursement, the sick leave incentive pilot program, the State match for deferred
compensation, and tuition waivers and student payments at State universities increase by $7.0 million or 7.1 percent. Socia Security,
unemployment insurance, and Workers' Compensation all add $37.5 million, an increase of 12.1 percent over fiscal 2001 costs. All
these increases are offset by a small decrease in retirement costs, which have dropped from $262.6 in fiscal 2001 to $255.0 million (-
$7.3 million) in fiscal 2002.

Exhibit A1.8
Regular Full-Time Equivalent Employees
Fiscal 2001 to 2002

FY 2002

Fiscal 2001 Fiscal 2002 Legislative FY 2002 Net

Working Allowance  Reductions  Approp.  Change

Legidative 727.0 729.0 - 729.0 20
Judiciary 2,870.3 3,049.8 (29.0) 3,020.8 150.5
Other Legal 1,317.9 1,368.9 (1.0 1,367.9 50.0
Executive & Administrative Control 1,564.5 1,619.5 (13.0) 1,606.5 42.0

Financial & Revenue Administration 2,141.2 2,169.2 (1.0 2,168.2 270



Budget & Management 510.8 513.8 (1.0 512.8 2.0

Retirement 186.5 196.5 (3.0 1935 70
General Services 689.0 725.0 - 725.0 36.0
Transportation 9,256.0 9,567.0 (8.0) 9,559.0 303.0
Natural Resources 1,586.7 1,631.2 - 1,631.2 445
Agriculture 477.0 480.0 - 480.0 30
Health & Mental Hygiene 8,413.1 8,574.3 (10.5) 8,563.8 150.7
Human Resources 7,763.0 8,300.7 (16.0) 8,284.7 521.7
Labor, Licensing, & Regulation 1,708.0 1,709.0 - 1,709.0 1.0
Public Safety & Correctional Services 11,226.7 11,694.7 (25.2) 11,669.5 442.8
Higher Education 20,295.8 20,821.6 - 20,821.6 525.8
Other Education 1,900.0 1,949.0 - 1,949.0 49.0
Housing & Community Development 434.5 451.0 (2.0) 449.0 145
Business & Economic Development 317.0 323.0 - 323.0 6.0
Environment 1,011.4 1,034.0 - 1,034.0 22.6
Juvenile Justice 16125 2,127.7 - 2,127.7 515.2
Police & Fire Marshal 2,555.5 2,590.5 (1.0 2,589.5 34.0
Total 78,564.3 81,625.3 (110.7) 81,514.6 2,950.3

By the Numbers
A number of exhibits summarize legislative budget action. These exhibits are described below:

Exhibit A1.9 shows the impact of the legislative budget on the general fund balance for fiscal 2002. The fiscal 2001 balance, transfers
from the Rainy Day Fund, and projected revenues of $9.9 billion, will support $10.8 billion of fiscal 2002 spending. After estimated
reversions of $25.0 million, the projected balance at the close of the fiscal year is $14.3 million

Exhibit A1.10, the fiscal note on the budget bill, depicts the Governor's allowance, legisative reductions, and final appropriations for
fiscal 2001 and 2002 by fund source. The Governor's original budget request provided for $21.5 billion in fiscal 2002 expenditures and
fiscal 2001 deficiencies, increased by $146.6 million through Supplemental Budgets 1 and 2. The legislature made $327.2 million in
reductions to the total budget request, resulting in appropriations of $157.2 million for fiscal 2001 and $21.2 billion (less reversions)
for fiscal 2002.

Exhibit A1.11 illustrates budget changes by major expenditure category by fund. Total spending grows 6.2 percent. Debt service
increases 5.8 percent; aid to local governments increases by 6.0 percent; State agency spending rises 6.7 percent; and entitlements rise
2.1 percent. PAY GO capital expenditures increase by 21.0 percent, reflecting the use of the fund balance and the transfer of monies
from the Revenue Stabilization Fund for one-time purposes. Allocations to the State Reserve Fund decrease by 49.7 percent, based on
the lower amount of unappropriated general fund closeout which is statutorily required to be appropriated.

Exhibit A1.9
General Fund Impact - 2001 Session Actions
($in Millions)
EY 2001 EY 02
Beginning Fund Balance $936.2 $385.0
Revenues

Estimated BRE Revenues (December 2000) 9,648.4 9,930.3

BRE Revenue Revision (March 2001) - (50.2)

Revenue adjustments for legislation - (25.5)

Transfer from Revenue Stabilization Fund 30.0 533.2

Tax Amnesty Funds - 30.0

Additional Lottery revenues - 10.0

Hospital Patient Recoveries 5.0 10.0

Adjustments to Lottery & Workers Comp. expenditures - 3.7

9,683.4 10,441.4

Total Revenue Available $10,619.6  $10,826.5
Expenditures

Appropriationsin original budget, less reversions 9,933.8 10,711.9

Appropriation to Reserve Fund, including deficiencies 311.0 186.4

Supplemental Budget Number 2 21 112.3

Adjustment to operating budget reversions - (25.0)

Reductionsto general fund expenditures/deficiencies (12.2) (173.4)

10,234.7 10,812.2

Total Funds Available $384.8 $14.3
Reserve Fund

Rainy Day Fund Balance over 5% of GF $406.3 $81.8

Cash Balance $791.1 $96.1

Spending Affordability | mpact
Original Budget Over (Under) Limit $184.5

Supplemental Budget No. 1 0.5



Supplemental Budget No. 2
Reductions
Available Over (Under) Limit

Governor's Request:

FY 2001 Deficiency Budget

FY 2002 Budget *

Original Budget Request
Supplemental Budget No. 1:
FY 2001 Deficiency Budget

FY 2002 Budget

Supplemental Budget Request
Supplemental Budget No. 2:
FY 2001 Deficiency Budget

FY 2002 Budget

Supplemental Budget Request
Reductions by the Conference Committee:
FY 2001 Deficiency Budget

FY 2001 Supplemental Deficiency
FY 2002 Budget

FY 2002 Supplemental Budgets
Total Reductions
Appropriations:

FY 2001 Deficiency Budget

FY 2002 Budget **

Total Appropriation

Category
Debt Service

Aid to Local Governments
General Government
Community Colleges
Education & Libraries
Health

Entitlements

Foster Care Payments
Assistance Payments
Medical Assistance
Property Tax Credits

State Agencies

Health

Human Resources

Systems Reform Initiative
Juvenile Justice

Public Safety & Police

State Colleges & Universities
Other Education

Agric./Natl Res/Environment
Other Executive Agencies
Judicia & Legidative
Across-the-Board Cuts

Subtotal

311

(216.5)
$(0.3)
Exhibit A1.10
Fiscal Note
Summary of the Budget Bill -- House Bill 150
General Funds Special Funds Eederal Funds Education Funds Total Funds
$104,929,716 ($1,137,74) $59,250,128 $0 $163,042,103
10.818,242,400 3.784.583.396 4.798.566.471 1.917,080.661 21.318472,928
$10,923,172,116 $3,783,445,655 $4,857,816,509 $1,917,080,661 $21,481,515,031
$0 ($12,133,000) $0 $0 ($12,133,000)
0 408,886 0 0 408,886
$0 ($11,724,114) $0 $0 ($11,724,114)
$32,140,000 $0 $0 $0 $32,140,000
112,293,665 12,878,619 1,000,000 0 126,172,284
$144,433,665 $12,878,619 $1,000,000 $0 $158,312,284
$11,956,115 $0 $13,600,000 $0 $25,556,115
250,000 0 0 0 250,000
167,482,742 80,848,769 20,563,784 26,500,000 295,395,295
5,901,000 100.000 0 0 6.001,000
$185,589,857 $80,948,769 $34,163,784 $26,500,000 $327,202,410
$124,863,601 ($13,270,741) $45,650,128 $0 $157,242,988
10.782,152,323 3.716,922,132 4.779,002,687 1,890,580.661 21,168.657.803
$10,907,015,924 $3,703,651,391 $4,824,652,815 $1,890,580,661 $21,325,900,791
Exhibit A1.11
State Expenditures -- General Funds
($in Millions)
Actual Work. Appr. Leg. Appr. $ Diff. % Diff.
EY 2000 EY 2001 EY 2002 01to02 01toQ2
$189.3 $204.5 $204.0 -$0.5 -0.3%
145.1 175.5 202.9 275 15.7%
141.4 163.6 1785 14.9 9.1%
2,650.6 2,719.8 2,857.9 138.1 5.1%
484 52.2 56.9 4.7 9.0%
2,985.5 31111 3,296.3 185.2 6.0%
123.1 119.6 129.3 9.8 8.2%
68.1 65.3 62.7 -2.6 -4.0%
1,118.7 1,320.1 1,407.1 87.0 6.6%
55.2 535 52.6 -0.9 -1.7%
1,365.0 1,558.4 1,651.7 93.3 6.0%
942.2 1,006.2 1,109.6 103.4 10.3%
271.8 285.2 292.7 75 2.6%
47.0 46.9 431 -3.8 -8.0%
129.9 143.8 164.0 20.2 14.1%
806.0 863.4 920.9 57.5 6.7%
799.1 886.5 974.5 87.9 9.9%
210.5 248.6 278.0 29.4 11.8%
109.9 125.5 152.0 26.5 21.1%
484.0 540.0 566.9 26.9 5.0%
260.6 281.4 317.7 36.3 12.9%
0.0 0.0 -11.3 -11.3 n.a
4,060.8 4,427.5 4,808.0 380.5 8.6%
$8,600.6 $9,301.5 $9,959.9 $658.5 7.1%



Capital 3154 645.3 688.9 435 6.7%

Transfers 0.0 20 20 0.0 0.0%
Reserve Fund 115.5 311.0 156.4 -154.6 -49.7%
Appropriations $9,031.5 $10,259.7 $10,807.2 $547.4 5.3%
Reversions 0.0 -25.0 -25.0 0.0 0.0%
Grand Total $9,031.5 $10,234.7 $10,782.2 $547.4 5.3%

Note: Fiscal 2001 reflects deficiency appropriations and $12.2 million in cutsto the deficiencies. Both fiscal 2001 and 2002 reflect supplemental budgets #1 and #2.

Exhibit A1.11 (Continued)
State Expenditures -- Special and Higher Education Funds

($in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.
Category EY 2000 EY 2001 EY 2002 01to02 01toQ2
Debt Service $405.1 $376.3 $410.5 $34.2 9.1%
Aid to Local Governments
General Government 479.8 485.8 496.5 10.7 2.2%
Community Colleges 0.0 0.0 0.0 0.0 na
Education & Libraries 0.9 67.4 79.6 12.2 18.1%
Health 0.0 0.0 0.0 0.0 na

480.7 553.2 576.1 22.9 4.1%
Entitlements
Foster Care Payments 0.3 1.9 2.0 0.1 7.0%
Assistance Payments 21.8 16.1 21.1 4.9 30.6%
Medical Assistance 116.1 40.3 16.9 -23.4 -58.0%
Property Tax Credits 0.0 0.0 0.0 0.0 0.0%
138.2 58.4 40.0 -18.3 -31.4%

State Agencies
Health 82.0 140.4 176.8 36.4 25.9%
Human Resources 27.3 4.7 46.4 1.6 3.6%
Systems Reform Initiative 0.3 0.1 0.0 -0.0 -9.4%
Juvenile Justice 0.7 0.1 0.1 0.0 8.4%
Public Safety & Police 133.2 135.1 141.3 6.2 4.6%
State Colleges & Universities 1,680.2 1,853.6 1,896.1 425 2.3%
Other Education 26.0 42.0 420 -0.0 -0.1%
Transportation 881.6 916.8 984.0 67.1 7.3%
Agric./Natl Res/Environ. 99.5 110.9 110.7 -0.2 -0.2%
Other Executive Agencies 245.6 2125 221.4 8.9 4.2%
Judicial & Legidative 14.2 12.1 9.3 -2.7 -22.8%
Across-the-Board Cuts 0.0 0.0 -5.1 -5.1 na

3,190.7 3,468.3 3,622.9 159.8 4.5%
Subtotal $4,214.6 $4,456.1 $4,649.6 $193.4 4.3%
Capital 821.5 814.8 957.9 143.2 17.6%
Reserve Fund 0.0 0.0 0.0 0.0 n.a
Transfer to MDTA 20.0 19.9 0.0 -199  -100.0%
Grand Total $5,056.1 $5,290.8 $5,607.5 $316.7 6.0%

** Includes higher education funds (current unrestricted & current restricted) net of general and special funds.

Note: Fiscal 2001 reflects deficiency appropriations. Both fiscal 2001 and 2002 reflect supplemental budgets #1 and #2.

Exhibit A1.11 (Continued)
State Expenditures -- Federal Funds

($in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.
Category EY 2000 EY 2001 EY 2002 01to02 01toQ2
Debt Service $0.0 $0.0 $0.0 $0.0 na

Aid to Local Governments
Genera Government 22.3 354 329 -25 -7.1%
Community Colleges 0.0 0.0 0.0 0.0 na
Education & Libraries 440.1 466.5 511.0 45 9.5%
Health 45 45 45 0.0 0.0%
466.9 506.4 548.4 420 8.3%

Entitlements



Foster Care Payments 75.7 91.2 91.6 04 0.4%

Assistance Payments 263.0 311.7 259.2 -52.5 -16.8%
Medical Assistance 1,208.7 1,333.8 1,380.1 46.2 3.5%
Property Tax Credits 0.0 0.0 0.0 0.0 na
15474 1,736.7 1,730.9 -5.9 -0.3%
State Agencies
Health 4227 464.5 479.8 153 3.3%
Human Resources 452.9 562.4 568.6 6.2 1.1%
Systems Reform Initiative 285 433 29.0 -14.2 -32.9%
Juvenile Justice 16.7 151 14.7 -04 -2.4%
Public Safety & Police 11.3 10.8 8.8 -1.9 -17.9%
Other Education 80.6 91.2 98.2 7.0 7.6%
Transportation 24.4 28.7 29.1 0.4 1.3%
Agric./Natl Res./Environment 44.0 485 51.6 31 6.4%
Other Executive Agencies 243.6 293.1 376.0 83.0 28.3%
Judicial & Legidative 1.7 22 20 -0.2 -10.6%
Across-the-Board Cuts 0.0 0.0 -1.3 -1.3 na
1,326.4 1,559.6 1,656.5 96.9 6.2%
Subtotal $3,340.7 $3,802.7 $3,935.7 $133.0 3.5%
Capital 439.9 597.6 843.3 245.7 41.1%
Grand Total $3,780.6 $4,400.3 $4,779.0 $378.7 8.6%

Note: Fiscal 2001 reflects deficiency appropriations and $13.6 million in cutsto the deficiencies. Both fiscal 2001 and 2002 reflect supplemental budgets #1 and #2.

Exhibit A1.11 (Continued)
State Expenditures -- All State Funds

($in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.
Category EY 2000 EY 2001 EY 2002 01to02 01toQ2
Debt Service $594.4 $580.8 $614.5 $33.6 5.8%
Aid to Local Governments
General Government 624.9 661.2 699.4 38.2 5.8%
Community Colleges 141.4 163.6 1785 149 9.1%
Education & Libraries 2,651.5 2,788.2 2,938.6 150.3 5.4%
Hedlth 484 52.2 56.9 4.7 9.0%

3,466.2 3,665.3 3,8734 208.1 5.7%
Entitlements
Foster Care Payments 1234 1214 131.3 9.9 8.1%
Assistance Payments 89.9 81.4 83.7 23 2.9%
Medical Assistance 1,234.8 1,360.4 1,424.0 63.6 4.7%
Property Tax Credits 55.2 53.5 52.6 -0.9 -1.7%

1,503.1 1,616.8 1,691.7 74.9 4.6%
State Agencies
Health 1,024.2 1,146.6 1,286.4 139.8 12.2%
Human Resources 299.1 329.9 339.0 9.1 2.8%
Systems Reform Initiative 47.2 47.0 432 -3.8 -8.0%
Juvenile Justice 130.6 1439 164.2 20.3 14.1%
Public Safety & Police 939.2 998.5 1,062.2 63.7 6.4%
State Colleges & Universities 2,479.3 2,740.2 2,870.6 1304 4.8%
Other Education 236.5 289.5 318.9 29.4 10.2%
Transportation 881.6 916.8 984.0 67.1 7.3%
Agric./Natl Res./Environment 209.4 236.4 262.7 26.3 11.1%
Other Executive Agencies 729.6 752.5 788.3 35.8 4.8%
Judicial & Legidative 274.7 293.4 327.0 33.6 11.4%
Across-the-Board Cuts 0.0 0.0 -16.4 -16.4 na

7,251.5 7,894.7 8,429.9 535.2 6.8%
Subtotal $12,815.3 $13,757.6 $14,609.5 $851.9 6.2%
Capital 1,136.9 1,460.1 1,646.8 186.7 12.8%
Transfer to MDTA 20.0 199 0.0 -19.9  -100.0%
Transfers 0.0 20 20 0.0 0.0%
Reserve Fund 1155 311.0 156.4 -154.6 -49.7%

Appropriations $14,087.7 $15,550.5 $16,414.7 $864.1 5.6%



Reversions 0.0 -25.0 -25.0 0.0 0.0%
Grand Total $14,087.7 $15,525.5 $16,389.7 $864.1 5.6%

Note: Fiscal 2001 reflects deficiency appropriations and $12.2 million in cutsto the deficiencies. Both fiscal 2001 and 2002 reflect supplemental budgets #1 and #2.

Exhibit A1.11 (Continued)
State Expenditures -- All Funds

($in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.
Category EY 2000 FY 2001 FY 2002 01to02 0lto02
Debt Service $594.4 $580.8 $614.5 $33.6 5.8%
Aid to Local Governments
General Government 647.2 696.6 732.3 357 5.1%
Community Colleges 141.4 163.6 178.5 149 9.1%
Education & Libraries 3,091.6 3,254.7 3,449.6 194.8 6.0%
Health 52.9 56.7 61.4 47 8.3%

3,933.1 41717 4,421.8 250.1 6.0%
Entitlements
Foster Care Payments 199.0 212.6 2229 10.3 4.8%
Assistance Payments 352.9 393.1 343.0 -50.1 -12.8%
Medical Assistance 2,443.4 2,694.2 2,804.1 109.9 4.1%
Property Tax Credits 55.2 53.5 52.6 -0.9 -1.7%

3,050.5 3,3535 3,422.6 69.1 2.1%
State Agencies
Health 1,446.9 1,611.1 1,766.2 155.1 9.6%
Human Resources 752.0 892.3 907.6 15.3 1.7%
Systems Reform Initiative 75.7 90.2 72.2 -18.0 -19.9%
Juvenile Justice 147.3 159.0 178.9 19.9 12.5%
Public Safety & Police 950.5 1,009.2 1,071.0 61.8 6.1%
State Colleges & Universities 2,479.3 2,740.2 2,870.6 1304 4.8%
Other Education 317.1 380.7 417.1 36.4 9.6%
Transportation 906.0 945.5 1,013.0 67.5 7.1%
Agric./Natl Res./Environment 253.4 284.9 314.3 29.4 10.3%
Other Executive Agencies 973.2 1,045.6 1,164.3 118.7 11.4%
Judicia & Legidative 276.4 295.6 329.0 334 11.3%
Across-the-Board Cuts 0.0 0.0 -17.7 -17.7 n.a

8,577.9 9,454.3 10,086.4 632.1 6.7%
Subtotal $16,155.9 $17,560.3 $18,545.2 $984.9 5.6%
Capital 1,576.8 2,057.7 2,490.1 4324 21.0%
Transfer to MDTA 20.0 19.9 0.0 -19.9  -100.0%
Transfers 0.0 2.0 2.0 0.0 0.0%
Reserve Fund 1155 311.0 156.4 -154.6 -49.7%
Appropriations $17,868.3 $19,950.8 $21,193.7  $1,242.8 6.2%
Reversions 0.0 -25.0 -25.0 0.0 0.0%
Grand Total $17,868.3 $19,925.8 $21,168.7  $1,242.8 6.2%

Note: Fiscal 2001 reflects deficiency appropriations and $25.8 million in cutsto the deficiencies. Both fiscal 2001 and 2002 reflect supplemental budgets #1 and #2.



Part A
Budget and State Aid

Capital Budget
Summary

The 2001 General Assembly passed a capital budget totaling $3.1 billion including a $1.6 billion transportation
program. Of the total amount, $513.2 million is funded with general obligation bonds; $2.4 billion is funded on a
pay-as-you-go (PAY GO) basisin the operating budget; and $260 million is funded with revenue bonds, including
higher education academic bonds ($25 million) and transportation bonds ($235 million). Exhibit A2.1 presents an
overview of the State's capital program for fiscal 2002. Exhibit A2.2 shows the sources and uses of the funds for the
non-transportation capital program.

Regular general obligation bonds totaling $505.0 million are authorized in the Maryland Consolidated Capital Bond
Loan of 2001, House Bill 255 (passed), and various individual bond bills. In addition, Senate Bill 288 (passed)
authorizes $8.27 million in debt for the Aging School program under the federal Qualified Zone Academy Bond
program. The Maryland Consolidated Capital Bond Loan includes funding for:

- State facilities including colleges and universities, hospitals, office buildings, and correctional facilities;
« grants to local governments for school construction and facilities at community colleges;

« health and social services facilities such as senior citizen and adult day care centers, juvenile services facilities,
and community mental health, disabilities and addictions facilities; and

« environmental programs such as the Chesapeake Bay Water Quality, ashestos abatement, and Rural Legacy
programs.

In addition to being used to fund the same types of projects funded with general obligation debt, PAY GO funds are
used for economic development, housing, and environmental programs for which tax-exempt debt cannot be issued
under federal tax guidelines. Exhibit A2.3 lists capital projects by fund source. The individual bond bills are listed in
Exhibit A2.4.

Exhibit A2.1
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‘Exhibit A2.1

‘Summary of the Capital Program as Passed for the 2001 Session

($ in Millions)
i Bonds "} Current Funds (PAYGO) |
General ) ] ]
Function Obligation Agency Recycled  General Special Federal ‘Total
State Facilities ) ) ) ) )
Facilities Renewal $11.1 $0.0 $0.0 $0.0 $0.3 $0.0
Other 20.9 0.0 0.0 382 0.0 0.0
Health/Social ) ) ] ) )
State Facilities 4.0 0.0 0.0 43 24 0.0
Private Hospitals 42 0.0 0.0 0.0 0.0 0.0
Other 10.0 0.0 0.0 2.8 0.0 0.0
Environment ) ) ] ) $364.4
Natural Resources 46.5 0.0 0.0 21.0 104.4 0.7
Agriculture 0.0 0.0 0.0 6.6 26.4 2.0
Environment 20.6 0.0 0.0 13.8 116.5 0.0
MD Envir. Services 39 0.0 0.0 0.0 0.0 0.0
Energy 0.0 0.0 0.0 0.0 2.1 0.0
Public Safety ) ) ) ) ) )
State Corrections 33.8 0.0 0.0 2.6 0.0 49
Local Jails 1.8 0.0 0.0 0.0 0.0 0.0
State Police 6.4 0.0 0.0 1.7 0.0 0.0
Other 16.0 0.0 0.0 0.0 6.2 0.0
Education ) ] ] ] ] ] '$260.7
Schoo! Construction 111.1 0.0 0.0 133.7 0.0 0.0
. Other 5.8 0.0 0.0 7.9 0.0 22
Higher Education ) ) ) ) ) ) $448.1
University System 77.3 25.0 0.0 2432 0.0 0.0
Morgan State University 8.2 0.0 0.0 3.5 0.0 0.0
St. Mary's College 0.0 0.0 0.0 6.2 0.0 0.0
Community Colleges 269 0.0 0.0 19.8 0.0 0.0
Private Colleges/Univers. 6.0 0.0 0.0 12.0 0.0 0.0
Medical System 12.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 8.0 0.0 0.0
Housing/Community Development ) ) ) ) 7
Housing 1.5 0.0 0.0 19.3 5.7 5.7
Other 1.6 0.0 0.0 16.8 1.4 7.9
Economic Development . . . ) . .
Economic Development 0.0 0.0 0.0 2.1 34.0 0.0
Local Projects ) . : ! } )
Administration 40.9 0.0 0.0 30.6 0.0 0.0
Legislative 24.5 0.0 0.0 0.0 0.0 00
Transportation* i i i ) ) ) $1,610.5
Transportation - Other 0.0 2350 0.0 45.0 477.8 852.7
Total Subject to Debt Limit  $505.0 $260.0 $688.9 $3,117.2
Qualified Zone Academy Bonds 8.3 8.3
Total New Debt Authorized $513.2 $3,125.5

*Transportation capital funded off budget totals $187.2 million
Note: Numbers may not sum to total due to rounding

Exhibit A2.2
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Exhibit A2.3

Capital Program As Passed - 2001 Session
Bonds i Current Funds (PAYGO)
‘ ‘ General ‘ ‘ ‘ ‘ ‘ Total

Budget Code Project Title Obligation Recycled Agency General Special Federal Funds
State Facilities
DE02.01.37 OID: Accessibility Modifications $0 $0 $0 $1,600,000 $0 $0 $1,600,000‘
DE02.01.38 High Speed Data Network 0 0 0 10,000,000 0 0 10,000,000
DE02.01.39  Public Safety Communications System 0 0 0 3,900,000 0 0 3,900,000
DE02.01.S07 Legislative Facilities 0 0 0 22,700,000 0 0 22,700,000
DE02.01A DGS: Capital Facilities Renewal 11,124,000 0 0 0 300,000 0 11,424,000
DE02.01B DGS: CFC Mitigation 200,000 0 0 0 0 0 200,000
DE02.01C DGS: Asbestos Abatement 2,000,000 0 0 0 0 0 2,000,000
DE02.01D  DGS: Underground Heating Oil Tanks 500,000 0 0 0 0 0 500,000
DE02.01E Judiciary: Silver Spring District Court 18,239,000 0 0 0 0 0 18,239,000

Subtotal e o - =
Health/Social ‘
DAO7A Aging: Senior Citizen Activities Centers 1,517,000 0 0 0 0 0 1,517,000
DE02.01.528 Perkins: Rehab. Services Wing 0 0 0 925,000 0 0 925,000
DE02.01.549 Doctors Comm. Hospital 0 0 0 2,000,000 0 0 2,000,000
DE02.01.S60 Atlantic General Hosp. 0 0 0 750,000 0 0 750,000
DP0OOA DVA: CHVH Dorm Demolition 310,000 0 0 0 0 0 310,000
MAO1A DHMH: Adult Day Care 1,490,000 0 0 0 0 0 1,490,000
MAO1B DHMH: Comm. Mental Health Facil. 6,967,000 0 0 0 0 0 6,967,000
MIO3A DHMH: Western Md. Ctr. HVAC 7,800,000 0 0 0 0 0 7,800,000
MLOSA DHMH: Springfield Food Service Ctr. 4,514,000 0 0 0 0 0 4,514,000
MLOSB DHMH: Springfield Undergrd Elect. Dist. 410,000 0 0 70,000 0 0 480,000
PG01.09 DLLR: Cumberland Regional Claim Ctr. 0 0 0 0 2,446,000 0 2,446,000
VAOL1A DJJ: Juvenile Justice Facilities Grants 559,000 0 0 0 0 0 559,000
VAOIB DIJJ: Western Md. Detention Ctr. 400,000 0 0 400,000 0 0 800,000
VAOIC DJJ: Eastern Shore Detention Ctr. 0 0 0 2,900,000 0 0 2,900,000
ZDO00A MHA Private Hospitals 4,200,000 0 0 0 0 0 4,200,000

Subtotal T $37,658,000
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Exhibit A2.3 (Cont.)

Bonds ‘ Current Funds (PAYCUT‘ T ‘
‘ ‘ General ‘ ‘ ‘ ‘ Total
Budget Code Project Title Obligation Recycled Agency General Special Federal Funds
Environment
DA13.02 MEA: Comm. Energy Loan Prg. (CELP) 0 0 0 0 1,000,000 0 1,000,000
DA13.03 MEA: State Agency Loan Prg. (SALP) 0 0 0 0 1,100,000 0 1,100,000
DE02.01.852 MDA: Mosquito Laboratory 0 0 0 150,000 0 0 150,000
KAO1A DNR: Smith Island Restoration 470,000 0 0 0 0 0 470,000
KA04.07 DNR: Park Improvement Prgm. 0 0 0 3,000,000 0 0 3,000,000
KA05.10.1 DNR: POS Land Acq. & Local Prgm. 0 0 0 0 68,345,533 400,414 68,745,947
KAO05.10.2 DNR: POS Capital Devel. Projects 0 0 0 0 10,863,373 0 10,863,373
KA05.10.6 DNR: Community Parks & Playgrounds 0 0 0 11,000,000 0 0 11,000,000
KA05.11 DNR: Waterway Improvement 0 0 0 0 10,450,000 0 10,450,000
KAO5A DNR: Rural Legacy 16,000,000 0 0 0 13,718,980 0 29,718,980
KAO05B DNR: GreenPrint 30,000,000 0 0 5,000,000 0 0 35,000,000
KA09.06 DNR: O.C. Beach Maint. - Local Share 0 0 0 0 1,000,000 0 1,000,000
KA17.09.1 DNR: Fish Passage 0 0 0 0 0 300,000 300,000
KA17.09.2 DNR: Opyster Restoration 0 0 0 2,000,000 0 0 2,000,000
LAI1.11 MDA: Ag Land Preservation 0 0 0 0 26,395,723 2,000,000 28,395,723
LA15.05 MDA: Ag Cost Share 0 0 0 6,400,000 0 0 6,400,000
UAO01.03 MDE: Md. Water Quality Rev. Loan 0 0 0 6,492,000 107,000,000 0 113,492,000
UA01.04 MDE: Hazardous Substance Cleanup 0 0 0 750,000 0 0 750,000
UA01.05 MDE: Drinking Water Revol. Loan Fund 0 0 0 1,541,000 9,500,000 0 11,041,000
UAO04A.1 MDE: CBWQ Nutrient Removal 12,550,000 0 0 5,000,000 0 0 17,550,000
UAQ4A.2 MDE: CBWQ Supplemental Assist. 2,661,000 0 0 0 0 0 2,661,000
UAQ4A.3 MDE: CBWQ Small Creeks & Estuaries 893,000 0 0 0 0 0 893,000
UAO4A 4 MDE: CBWQ Stormwater Pollution Ctrl. 1,250,000 0 0 0 0 0 1,250,000
UA04B MDE: Water Supply Assistance 2,000,000 0 0 0 0 0 2,000,000
UAOSA MDE: Comp. Flood Management 1,250,000 0 0 0 0 0 1,250,000
UBOOA MES: Infrastructure Improvements 3,876,000 0 0 0 0 0 3,876,000

Subtotal

$41,333,000 $249,373,609

$364,357,023

PlY 2Ip3S puv 123png - y 1avd

66V



Exhibit A2.3 (Cont.)

0p-V

Bonds ‘ Current Funds (PAYGO)
General ‘ — ‘ ‘ " Total

Budget Code Project Title ' Obligation Recycled Agency General Special Federal Funds
Public Safety
QA01.05.1  DPSCS: MCI-J Perimeter Security 0 0 0 2,557,000 0 0 2,557,000
QBOSA DPSCS: MCI-W Support Serv./SUI Shop 975,000 0 0 0 0 0 975,000
QBO05B DPSCS: MCI-W Utilities Upgrade 400,000 0 0 0 0 0 400,000
QBO06A DPSCS: Cent. Laundry Kitchen/Dining Hal 4,688,000 0 0 0 0 0 4,688,000
QB06B DPSCS: Brockbridge Kitchen Ren. 481,000 0 0 0 0 0 481,000
QBOSA DPSCS: WCI 512-Bed #1 & Support Spc. 26,714,000 0 0 0 0 4,920,000 31,634,000
QD00A DPSCS: Patuxent-Sprinkler & Vent. Sys. 543,000 0 0 0 0 0 543,000
QGO0A DPSCS: Public Safety Training Center 16,000,000 0 0 0 6,173,000 0 22,173,000
WAO1A DSP: N.E. Barrack & Garage 4,675,000 0 0 0 0 0 4,675,000
WAO01B DSP: New Crime Lab 1,106,000 0 0 200,000 0 0 1,306,000
WAOLC DSP: Easton Barrack & Garage 361,000 0 0 0 0 0 361,000
WAO01D DSP: Princess Ann Barrack & Garage 293,000 0 0 1,500,000 0 0 1,793,000
ZB00A Jail: PG Correct. Ctr Expansion Ph. 1 354,000 0 0 0 0 0 354,000
ZB00OB Jail: PG Correct. Ctr. Expansion, Ph 2 1,407,000 0 0 0 0 0 1,407,000

Subtotal o - -
Education
DE02.01.S62 PSC: Solar Energy Pilot Projects 0 0 0 250,000 0 0 250,000
DE02.02.2  Relocatable Classrooms 0 0 0 200,000 0 0 200,000
DE02.02A  Public School Construction 11,099,000 0 0 133,501,000 0 0 244,600,000
RAOIA MSDE: State Library Resource Ctr. 1,033,000 0 0 0 0 0 1,033,000
RP00.05 MPT: Advanced Television Equipment 0 0 0 7,630,000 0 2,187,000 9,817,000
ZAOOA Balt. Zoo Redevelopment 4,750,000 0 0 0 0 0 4,750,000

Subtotal $116,882,000 $0 $0 $141,581,000 $0  $2,187,000 $260,650,000
Higher Education ‘
DE02.01.01 UMB: Health Sci Research II 0 0 0 17,746,000 0 0 17,746,000
DE02.01.02 UMB: New Dental School 0 0 0 14,000,000 0 0 14,000,000
DE02.01.04 MFRI: New Headquarters 0 0 0 1,440,000 0 0 1,440,000
DE02.01.05 BSU: New Science Bldg. 0 0 0 1,200,000 0 0 1,200,000
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Exhibit A2.3 (Cont.)

Bonds Current Funds (PAYGO) ]
‘ General ‘ ‘ ‘ ‘ Total
Budget Code Project Title Obligation Recycled Agency General Special Federal Funds
Higher Education ‘
DE02.01.07 TU: Regional Sports Complex 0 0 0 11,750,000 0 0 11,750,000
DE02.01.11 UMES: Waters/Somerset Halls 0 0 0 7,145,000 0 0 7,145,000
DE02.01.13 FSU: New Compton Sci. Ctr. 0 0 0 3,300,000 0 0 3,300,000
DE02.01.15 CSC: Telecommunications Upgrade 0 0 0 3,500,000 0 0 3,500,000
DE02.01.16 CSC: Miles Connor Bldg. Renovation 0 0 0 1,500,000 0 0 1,500,000
DE02.01.17 UB: Charles Hall 0 0 0 1,325,000 0 0 1,325,000
DE02.01.19 UMBC: New Info. Tech. Engineering Bldg. 0 0 0 32,431,000 0 0 32,431,000
DE02.01.20 UMBC: Public Policy Institute 0 0 0 17,542,000 0 0 17,542,000
DE02.01.21 UMBC: Chem./Physics Bldg 0 0 0 17,446,000 0 0 17,446,000
DE02.01.22 CES: Aquaculture & Rest. Ecology Lab 0 0 0 19,527,000 0 0 19,527,000
DE02.01.23 UMBI: CARB II Bldg. 0 0 0 42,442,000 0 0 42,442,000
DE02.01.24 USM: Hagerstown Higher Ed. Ctr. 0 0 0 13,264,000 0 0 13,264,000
DE02.01.25 USM: Shady Grove Higher Ed. Center 0 0 0 2,425,000 0 0 2,425,000
DE02.01.28 SMC: New Student Services Bldg. 0 0 0 2,072,000 0 0 2,072,000
DE02.01.29 SMC: Somerset Hall 0 0 0 2,167,000 0 0 2,167,000
DE02.01.30 SMC: New Academic Bldg. 0 0 0 981,000 0 0 981,000
DE02.01.31 Eastern Shore Higher Ed Ctr. 0 0 0 6,645,000 0 0 6,645,000
DE02.01.32 Southern Md. Higher Ed. Center 0 0 0 1,368,000 0 0 1,368,000
DE02.01.33 JHU School of Medicine Research Bldg. 0 0 0 7,933,000 0 0 7,933,000
DE02.01.34 JHU School of Hygiene & Public Health 0 0 0 2,067,000 0 0 2,067,000
DE02.01.S11 CSC: Dining Facilities 0 0 0 5,000,000 0 0 5,000,000
DE02.01.512 CSC: Lutheran Hosp. Acquis./Demol. 0 0 0 800,000 0 0 800,000
DE02.01.S15 MSU: Northwood Property Acquisition 0 0 0 300,000 0 0 300,000
DE02.01.S26 MHEC: Cecil CC - Elkton Ctr. 0 0 0 503,000 0 0 503,000
DE02.01.855 SMC: Calvert Hall Hazard Remediation 0 0 0 980,000 0 0 980,000
RB21A UMB: Law School & Library 2,800,000 0 0 3,000,000 0 0 5,800,000
RB2I1B UMB: Howard Hall Renovation 450,000 0 405,000 0 0 0 855,000
RB22.rbl UMCP: Hornbake/McKeldin Libraries 0 0 1,445,000 0 0 0 1,445,000
UMCP: Taliaferro/Key Hall 0 0 350,000 0 0 0 350,000

RB22.rb2
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Exhibit A2.3 (Cont.)

[ Bonds Current Funds (PAYGO) I
‘ General ‘ ‘ ‘ Total
Budget Code Project Title Obligation Recycled Agency General Special Federal Funds
Higher Education ‘
RB22A UMCP: New Arena 25,300,000 0 0o 0 0 0 25,300,000
RB22B UMCP: Chemistry Teaching Bldg. 2,000,000 0 0 1,860,000 0 0 3,860,000
RB22C UMCP: Chem. & Nuclear Engin. Bldg 405,000 0 0 0 0 0 405,000
RB22D MFRI: S.Md. Reg. Training Ctr. 200,000 0 0 818,000 0 0 1,018,000
RB23A BSU: Campuswide Site Impr. 2,700,000 0 0 1,300,000 0 0 4,000,000
RB24A TU: Fine Arts Bldg. 20,000,000 0 0 7,443,000 0 0 27,443,000
RB24B TU: 7800 York Road Renovation 1,411,000 0 0 1,600,000 0 0 3,011,000
RB25A UMES: Soc. Sci & Health Ed. Bldg. 11,600,000 0 10,000,000 5,365,000 0 0 26,965,000
RB25B UMES: Physical Plant/Central Receiving 6,850,000 0 0 972,000 0 0 7,822,000
RB25C UMES: Food Sci. & Tech. Bldg. 500,000 0 0 5,250,000 0 0 5,750,000
RB26A FSU: Gunter Hall 400,000 0 0 872,000 0 0 1,272,000
RB28A UB: 1300 N. Charles Bldg. 215,000 0 0 0 0 0 215,000
RB29A SSU: New Science Bldg. 1,500,000 0 0 939,000 0 0 2,439,000
RB36.rb USM: Capital Facilities Renewal 0 0 12,800,000 0 0 0 12,800,000
RB36A USM: Underground Oil Tanks 1,000,000 0 0 0 0 0 1,000,000
RCO0A BCCC: Main Building Renovation 1,460,000 0 0 0 0 0 1,460,000
RIOOA MHEC: Comm. College Grant Prgm. 11,795,000 0 0 19,284,000 0 0 31,079,000
RI00B MHEC: Montgomery-College Takoma Park 13,245,000 0 0 0 0 0 13,245,000
RIOOC Harford CCC - Performing Arts Ctr. 400,000 0 0 0 0 0 400,000
RMO0OA MSU: Sci. Research Facil. & Greenhouse 2,750,000 0 0 3,210,000 0 0 5,960,000
RMOOB MSU: Campuswide Site Improvements 2,252,000 0 0 0 0 0 2,252,000
RMQOC MSU: New Library 1,962,000 0 0 0 0 0 1,962,000
RMO00D MSU: Comm. Bldg. & Ped. Bridge 1,192,000 0 0 0 0 0 1,192,000
RQO0OA UMMS: Diagnostic & Treatment Facilities 12,000,000 0 0 0 0 0 12,000,000
ZCO00A MICUA Private Colleges and Universities 6,000,000 0 0 2,000,000 0 0 8,000,000
Subtotal - T $25,000,000 $292,712,000 o $448,099,000
Housing/Community Development
DBO01.52.1  HSMCC: Maryland Heritage Project 0 0 0 225000 0 225,000

wv
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Exhibit A2.3 (Cont.)

l Bonds Current Funds (PAYGO) ‘
General ‘ ‘ ‘ ‘ Total
Budget Code Project Title Obligation Recycled Agency General Special Federal Funds ‘
Local Projects
DE02.01.S01 Allegany County Fair - Multipurpose Bldg. 0 0 0 300,000 0 0 300,000
DE02.01.802 Allegany Co. Public Works Capital Equip. 0 0 0 500,000 0 0 500,000
DE02.01.503 Allegany Co. Roads - Satellite Garage 0 0 0 500,000 0 0 500,000
DE02.01.504 Allegheny Highlands Trail 0 0 0 1,000,000 0 0 1,000,000
DE02.01.S06 Westernport Landfill Cap 0 0 0 200,000 0 0 200,000
DE02.01.508 Md. Hall for the Creative Arts 0 0 0 500,000 0 0 500,000
DE02.01.S09 Parole Plaza Improvements 0 0 0 500,000 0 0 500,000
DE02.01.S10 Balt. City Revitalization Projects 0 0 0 7,000,000 0 0 7,000,000
DE02.01.S13 Fred. Douglas-Isaac Myers Maritime Mus. 0 0 0 1,000,000 0 0 1,000,000
DE02.01.S14 Great Blacks in Wax 0 0 0 750,000 0 0 750,000
DE02.01.S16 Patterson Park Comm. Devel. 0 0 0 200,000 0 0 200,000
DE02.01.S17 Strathdale Manor Demolition 0 0 0 1,000,000 0 0 1,000,000
DE02.01.S19 Chesapeake Village Park 0 0 0 1,000,000 0 0 1,000,000
DE02.01.S29 Howard Co. Head Start 0 0 0 500,000 0 0 500,000
DE02.01.S30 YMCA of Central Maryland 0 0 0 1,500,000 0 0 1,500,000
DE02.01.831 Chelsea School 0 0 0 250,000 0 0 250,000
DE02.01.832 Kensington Community Ctr. 0 0 0 125,000 0 0 125,000
DE02.01.833 Meany Ctr - Lane Kirkland Ctr. 0 0 0 1,000,000 0 0 1,000,000
DE02.01.S34 Link-Ages 0 0 0 50,000 0 0 50,000
DE02.01.835 Liz Lerman Dance Exchange 0 0 0 250,000 0 0 250,000
DE02.01.S36 Mont. Co. Family Services 0 0 0 250,000 0 0 250,000
DE02.01.837 National Trolley Museum 0 0 0 100,000 0 0 100,000
DE02.01.838 Olney Boys & Girls Club 0 0 0 100,000 0 0 100,000
DE02.01.S39 Olney Theatre 0 0 0 500,000 0 0 500,000
DE02.01.840 Pyramid Atlantic 0 0 0 100,000 0 0 100,000
DE02.01.S41 Rehabilitation Opportunities 0 0 0 100,000 0 0 100,000
DE02.01.842 Rckvlle Sci, Cultural & Business. Resrc. Ctr 0 0 0 500,000 0 0 500,000
DE02.01.S43 Takoma Park Comm. Learning Ctr. 0 0 0 500,000 0 0 500,000
Wheaton Multi-purpose Youth Ctr. 0 0 0 175,000 0 0 175,000

DE02.01.545

il
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Budget Code Project Title

Exhibit A2.3 (Cont.)

Local Projects
DE02.01.847 BRAVA - Bowie Arts Ctr.
DE02.01.S48 Colmar Community Ctr.
DE02.01.850 Foundation School
DE02.01.S51 Gateway Arts District
DE02.01.853 Suitland Manor Revitalization
ZA00B Glen Echo Park
ZA00C Kennedy Krieger Career & Tech. H.S.
ZA00D Lucas Art Collection
ZAOOE Maryland Science Center
ZAOOF National Aquarium in Baltimore
ZA00G Strathmore Hall Performing Arts Center
ZZ00A Legislative Initiatives

Subtotal
Transportation*®
ZG00 Transportation

Subtotal

Total Debt Subject to Debt limit
Qualified Zone Academy Bonds
Total New Debt Authorized

*Transportation capital funded off budget totals $187.2 million ‘

Bonds [ 'Current Funds (PAYGO) ]

General ‘ ‘ ‘ ‘ Total
Obligation Recycled Agency General Special Federal Funds
0 0 0 500,000 0 0 500,000

0 0 0 100,000 0 0 100,000

0 0 0 1,000,000 0 0 1,000,000

0 0 0 1,000,000 0 0 1,000,000

0 0 0 3,000,000 0 0 3,000,000
3,000,000 0 0 0 0 0 3,000,000
2,000,000 0 0 0 0 0 2,000,000
850,000 0 0 0 0 0 850,000
4,000,000 0 0 0 0 0 4,000,000
3,000,000 0 0 0 0 0 3,000,000
28,000,000 0 0 0 0 0 28,000,000
24,548,500 0 0 0 0 0 24,548,500
$95,948,500

0 0 235,000,000 45,000,000 477,812,602 852,716,000 ,610,528,602
$45,000,000 $477,812,602 $852,716,000 $1,610,528,602

$504,979,500‘ $0 $260,000,000 $—6§,873,000 $787,215,397 $876,177,414 $3,117,245,311“
8,270,000 0 0 0 0 0 8,270,000
$513,249,500 $3,125,515,311
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A-46 The 90 Day Report

Exhibit A2.4
Legislative Projects - 2001 Session
Final Action
House Senate Final

HB Sponsor SB Sponsor  Project Title Co. Action
Private Higher Education

402 Kasemeyer Loyola College Maryland Hall State 1,800,000
1028 Hecht Mount St. Mary's College State 1,200,000

741 Blount Peabody Institute of Johns Hopkins Univ State 3,000,000

~ $6,000,000

MHA Hospitals
456 McHale Deaton Specialty Hospital and Home State 130,000
81 Hafer Garrett County Memorial Hospital State ,600,000
174 Montague Good Samaritan Hospital of Maryland State 500,000
1287 V. Jones Mercy Medical Center State ,000,000
52 Hammen The Johns Hopkins Bayview Medical Ctr  State 500,000
618 Donoghue Washington County Health Systems State 470,000

Bond Bills - Statewide

524 Dewberry BSO - Joseph Meyerhoff Symphony Hall ~ State 500,000
573 Middleton Lions Camp Merrick State 150,000
361 Green Maryland 4-H Facilities State 200,000
794 Klausmeier MD Sch for the Blind Em. Panic Alarm Sys State 75,000
249 Ruben Olney Theatre Center Campus : State 250,000
550 Blount Outward Bound Leakin Park Project State 500,000
319 Hoffman Star Spang. Banner Flag Hse. & 1812 Mus. State 700,000
385 Hoffman Walters Art Museum State 385,000

Subtotal -Bond Bills - Statewide $2,760,000
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Exhibit A2.4 (Cont.)

Legislative Projects - 2001 Session
Final Action

[% S 2

The Wellness Community-Baltimore

House Senate , ) " Final
HB Sponsor SB Sponsor Project Title Co. Action
Local Projects

974 Delegation Court House Annex Alleg 400,000
- Subtotal "-'Al'le‘gany T ‘ ‘:$400,0_00
498 Busch 'Annapolis Maritime Museum AA 150,000
726 Astle Arundel Lodge AA 240,000
759 Busch Broadneck Recreational Complex AA 250,000
178 Clagett Galesville Heritage Society Museum AA 175,000
829 Senators Hist. London Town Visitors Ctr & Mus. AA 200,000
528 Love Salvation Army Centennial Wing AA 75,000
S : ’lf$"71;090,00(_)
136 Rosenberg ‘Concord Apartments ‘BCity 750,000
1286 Marriott Delta Center BCity 225,000
1282 Branch East Balto. Comm Rec & Learning Ctr BCity 500,000
1320 Dypski Eleanor E. Hooper Adult Day Care Ctr BCity 200,000
409 Mitchell Eubie Blake Nat'l Jazz Inst & Cult. Ctr BCity 75,000
593 Gladden Forest Park Clubhouse BCity 500,000
461 Hoffman Hearing and Speech Agency BCity 200,000
549 Blount Ivy Family Support Center BCity 225,000
1016 Marriott Marvellous Works Outreach Center BCity 300,000
1055 Rawlings New Shiloh Multipurpose Center BCity ,000,000
623 Hughes Pimlico Road Arts and Community Ctr BCity 750,000
'140¢ Paige Saratoga Center BCity 100,000
789 Campbell Theodore Roosevelt Recreation1 Ctr BCity 200,000
90 Conway USA Educational/Cultural Foundation BCity 50,000
= . Subtotal -Baltimore City 85,075,000
501 Bromwell Perry Hall Mansion Balt 400,000
197 Klima The Arrow Project Balt 250,000
140 Della The Community Learning Center Balt 250,000
Balt 500,000

193 Hollinger
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Subtotal -Baltimore: : 31,400,000
A-48 ‘The 90 Day Report
“Exhibit A2.4 (Cont.)
Legislative Projects - 2001 Session
Final Action
House Senate ; ~ Final
HB Sponsor SB Sponsor  Project Title Co. Action
Local Projects
497 Dyson Calvert Animal Shelter and Educ. Ctr Cal 75,000 7
866 Miller Chesapeake Beach Railway Trail Cal 250,000
584 Miller Community Learning Center Cal 400,000
605 Delegation The Boys and Girls Clubs of So. MD Cal 100,000
478 Cal 150,000

Owings Twin Beach Community Health Ctr

L $975,000

467 Baker”‘ A‘c.lkins.Arboretum Carol 300,000
552 The Benedictine School Carol 100,000
1011 Delegation "~ Arts Council Theater Rehabilitatio Cam 200,000
1012 Delegation Historical Society of Carroll County Carr 200,000
1023 Guns Hollingsworth House Cecll 200,000
694 Delegation Boys and Girls Clubs Chas 50,000
574 Middleton Lackey H.S. Swimming Pool Complex Chas 900,000

1198 Delegation Old Waldorf Sch Comm Ctr & Head Start  Chas 200,000
) 7 Subtotal Charls T s1,150,000
981 Delegaion  AmericanRed Cross 150,000
792 Delegation House Hospice ‘ Fred 200,000
982 Delegation Weinberg Center for the Arts Fred 100,000
Subtotal -Frederlck o $450,000
274 Edwarﬂs Garrett Couhfy Courth.ouse ) 300,000

. ‘Silibtqtal -Garrett

'$300,000




211 Delegation Bel Air Community Center Har 100,000
216 Delegation Havre de Grace Maritime Museum Har 50,000
Part A - Budget and State Aid A-49
Exhibit A2.4 (Cont.)
Legislative Projects - 2001 Session
Final Action
House Senate : ~ Final
HB Sponsor SB Sponsor Project Title Co. Action
Local Projects
342 Delegation Hosanna School ‘Har 186,000
| | ‘Subtotal -Harford $336,000
348 Kaéemeyer ‘Norbel School ‘How 352,500
‘Subtotal -Howard : :$3'52,'500,
566 Walkup Echo Hill Outdoor School Improv. Kent 300,000
- Subtotal -Kent . $300,000
1293 Kopp ‘Bethesda Academy of Performing Arts Mont 150,000
712 Hogan BlackRock Center for the Arts Mont 350,000
867 Shriver Boys and Girls Clubs of Greater Wash. Mont 500,000
730 Hixson CASA of Maryland Employment Ctr Mont 100,000
410 Kagan Gaithersburg Youth Center Mont 250,000
226 Ruben Hillandale Center Mont 100,000
188 Forehand Hospice Caring Mont 50,000
176 Ruben Link - Ages Place Mont 50,000
400 Kagan Mental Health Assoc. of Mont. Co. Mont 100,000
1019 Franchot Mont & PG Cos. - Boys' & Girls' Homes Mont 100,000
166 Petzold National Capital Trolley Museum Mont 100,000
250 Heller Olney Boys and Girls Club Comm Park Mont 75,000
388 Barve Penn Place Mont 100,000
388 Hogan Rehabilitation Opportunities Mont 150,000
621 Kopp Round House Theater ! Mont 800,000
600 Sher Sandy Spr. Slave Mus & African Art Gall. Mont 75,000
204 Hixson Site for Elec. Media, Art, and Tech. Mont 200,000
1017 Franchot Takoma Park Cooperative School Mont 100,000
' 611 Mont 500,000

Van Hollen

Wheaton Multi-Service Youth Facility
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Subtotal -Montgomery 33,350,000
259  Vallario ‘Bethel Recreation Center PG 250,000
288 Conroy Ebenezer Community Life Center PG 100,000
597 Lawlah Ft Washington and Ft Foote Parks PG 100,000
A-50 The 90 Day Report
Exhibit A2.4 (Cont.)
Legislative Projects - 2001 Session
Final Action
House Senate . . Final
HB Sponsor SB Sponsor  Project Title Co. Action
Local Projects
620 Healey Hyattsville Municipal Annex PG 400,000
1147 Hill Kairos Senior Citizens' Home PG 150,000
1366 Davis Kettering Largo Boys & Girls Cl. Stor Fac PG 150,000
1294 Griffith Lake Arbor Recreation Center PG 100,000
871 Currie Multiplex Rec. & Comm Dev Center PG 140,000
814 Lawlah National Philippine Cultural Center PG 100,000
223 Dorman  Pallotti Day Care Center PG 300,000
756 Howard Palmer Park Boys and Girls Club PG 200,000
273 Proctor | Southern Maryland Youth Camp PG 100,000
87 Green Springhill Lake Recreation Center PG

300,000

||$il

e R R R S e e T

_ Subtota
1296 Delegation Patuxent River Naval Air Mus & Vis. Ctr _ SM 250,000
527 Dyson St. Clement's Island Lighthouse Memorial SM 50,000
| Subtotal St. Mary  s300000

Teackle ManswniSarah M&tm Done HSe.

e

Subtotal -Somerset

300,000

811 Schisler Chesapeake Bay Maritime Museum Tal
558 Colburn Oxford Community Services Bpilding Tal fSG,OOO
| Subtotal -Talbot $450,000
582 Delegation American Red Cross Wash 300,000
Bty R i Nicrnvams Qatinn at Haoarctawn Wach 25 000
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739 Munson Hagerstown Arts and Entertainment Dist Wash 235,000
“ Subtotal -Washington $560,000
692 Conway Rotary Scout and Comm Ctr Wic 350,000
o Subtotal -Wicomico $350,000
752 Bomm e e e o0
Part A - Budget and State Aid “A-51
‘Exhibit A2.4 (Cont.)
Legislative Projects - 2001 Session
Final Action
House Senate i Final
HB Sponsor SB Sponsor  Project Title Co. Action
Local Projects
526 Bozman Mid-Delmarva Family YMCA Wor 375,000
496 Bozman Worcester County Development Ctr Wor 300,000
— e - . _;_ ”:$725"000
‘Subtotal - Statewide and Local Projects '$24,548,500
Total - New Projects '$34,748,500

Debt Affordability

In its September 2000 report, the Capital Debt Affordability Committee (CDAC) recommended a general obligation
(G.0O.) bond debt authorization limit of $475 million for fiscal 2002. In March 2001, the CDAC met and voted to
recommend a $30 million increase in the limit, raising it to $505 million. In making its recommendation to increase
the limit, the CDAC cited the favorable debt to personal income and debt service to revenue ratios. For many years
Maryland has used these two ratios to ensure that its debt is affordable. Under the affordability criteria, State tax-
supported debt outstanding should not exceed 3.2 percent of Maryland persona income and debt service on State
tax-supported debt should not exceed 8 percent of revenues. Maryland's projected debt levels result in ratios well
below these limits, and the $30 million increase adds only one basis point to these ratios beginning in fiscal 2003.
For fiscal 2002 thereis over $1.3 hillion capacity between the estimated debt and the debt that would be allowed
under the debt limit. For debt service, over $236 million in capacity remainsin fiscal 2002. Exhibit A2.5 shows the

effect of increasing the authorized debt level by $30 million.

Exhibit A2.5

Effect of Increasing the General Obligation Debt Limit by $30 million

Debt Outstanding as Per cent
of Personal Income

Fiscal Before After Before
2002 2.53 2.53 5.99
2003 2.49 2.50 6.01

Debt Service as Percent of

Revenues
After

5.99
6.02




2004 245 2.46 5.93 5.94
2005 240 241 6.03 6.04
Source: Department of Legislative Services

A total of $505.0 million in G.O. bonds was authorized during the 2001 legislative session. This is consistent with
the revised recommendation of the CDAC. The General Assembly also authorized $8.27 million through the federal
Qualified Zone Academy Bond program. Although this debt is general obligation debt, it is not counted towards the
$505 million limit. The CDAC accounts for this debt outside the limit because the State does not have to pay interest
on the funds but repays the principal amount only. The bond holders receive federal tax creditsin lieu of interest
payments.

Embargoed PAY GO Funding

Concerned about a possible downturn in the economy which would impact the ability of the State to move forward
with the numerous general fund PAY GO capital projects proposed by the Governor for fiscal 2002, the budget
committees developed a plan to restrict expenditure of a portion of the funds until the December 2001 revenue
estimates were available. This would allow the Governor to cancel projects if the revenue estimates indicated there
would be significant revenue shortfalls. After negotiations, the Governor agreed to the plan and by letter to the
budget committee chairmen dated March 24, 2001, provided a list of projects and programs for which funding would
be embargoed. Funding to be withheld totals $130.5 million. Exhibit A2.6 lists the projects, the general fund
legidlative appropriation, and the amounts withheld.

Exhibit A2.6
Embargoed General Fund PAYGO

General Fund Amount
Project L egis. Approp. Withheld
UMB: New Denta School $14,000,000  $14,000,000
TU: Fine Arts Bldg. 7,443,000 7,443,000
UMBC: Public Policy Institute 17,542,000 17,542,000
UMBI: CARB Il Bldg. 42,442,000 42,442,000
USM: Hagerstown Higher Ed. Ctr. 13,264,000 12,394,000
MHEC: Comm. College Grant Program 19,284,000 4,821,000
High Speed Data Network 10,000,000 2,500,000
Public Safety Communications System 3,900,000 1,000,000
TEDCO: Tech. Development Investment Fund 5,000,000 1,250,000
DNR: Park Improvement Program 3,000,000 750,000
DNR: GreenPrint 5,000,000 5,000,000
DNR: Oyster Restoration 2,000,000 500,000
MDA: Ag. Cost Share 6,400,000 1,600,000
DHCD: Neighborhood Business Devel opment 6,844,000 1,941,000
DHCD: Rental Housing Programs 7,871,000 1,967,750
DHCD: Homeownership Programs 5,419,000 1,354,750
DHCD: Specia Loan Programs 6,042,000 1,510,500
DBED: Small Business Devel. (MSBDFA) 2,275,000 568,750
DBED: Md. Econ. Devel. Asst. (MEDAF) 15,000,000 3,750,000
DBED: Md. Comp. Advantage Fin. (MCAFF) 1,800,000 525,000
DBED: One Maryland 10,000,000 2,500,000
MDE: CBWQ Nutrient Removal 5,000,000 1,250,000
DBED: Sunny Day Fund 15,500,000 3,875,000
Total $225,026,000 $130,484,750

Smart Growth Initiatives

The capital budget includes three new programs relating to Smart Growth. Two of the programs are to be



administered by the Department of Natural Resources. These are GreenPrint, funded in fiscal 2002 at $35 million,
and Community Parks and Playgrounds, funded in fiscal 2002 at $11 million. The third program, Community
Legacy, will be administered by the Department of Housing and Community Development and is funded at $9
million. A more detailed description of these itemsisincluded in the budget initiatives section of the operating
budget discussion and under the Economic and Community Development subpart of Part H and the Natural
Resources subpart of Part K of this 90 Day Report.

Tobacco Crop Conversion Funding

Asintroduced, House Bill 1193 (passed) would have authorized the sale of $30 million in revenue bonds to be
repaid from the Cigarette Restitution Fund. The proceeds of the bonds would have been used to implement the
Southern Regional Strategy-Action Plan for Agriculture, the main component of which is the payment to farmers
who agree to stop growing tobacco. The bill was amended, however, to authorize $5 million per year for six years
beginning in fiscal 2004. The legislation also requires that reimbursement to the general fund be made from the
Cigarette Restitution Fund within eight years of the final issuance of debt. For a further discussion of this topic see
the Agriculture subpart of Part K of this 90 Day Report.

Higher Education

The fiscal 2002 capital program for all segments of higher education is $448.1 million including general funds,
general obligation bonds, and academic revenue bonds. This program exceeds the previous fiscal year by more than
$60 million and represents the second year of the administration's commitment to provide over one billion dollars for
capital construction in higher education over four years. The capital program includes $368.95 million for over 45
discrete capital projects associated with the public four-year institutions and funds for facility renewal and
underground oil storage tank replacement throughout the University System of Maryland. Community colleges have
28 projects and represent $46.6 million of the total. Another $18 million will be used for six projects at private
colleges and universities, including two for The Johns Hopkins University and four funded through the Maryland
Independent Colleges and Universities grant program. Also, $14.5 million provides for two Maryland Fire and
Rescue Institute projects and a project for the University of Maryland Medical System.

The Capital Improvement Program (CIP) shows $975.85 million in capital spending for higher education projects
over the fiscal 2003-2006 period. This represents a deceleration in capital funding compared to fiscal 2001 and 2002.
Exhibit A2.7 shows the fiscal 2002 legidlative appropriation for higher education capital and the funding anticipated
in the CIP for fiscal 2003-2006. Exhibit A2.8 shows the fiscal 2002 allocation of capital funding by higher education
institutions.

Exhibit A2.7

Higher Education
Fiscal 2002 L egidlative Appropriation and Out-Year Capital Funding
($in Thousands)

Fiscal
Source 2002 2003 2004 2005 2006 Total
G.O. Bonds $130,387 $135,250 $164,450 $233,300 $186,450 $849,837
PAY GO 202,712 7,650 84,000 46,300 18,450 449,112
Acad. Rev. Bonds 25,000 25,000 25,000 25,000 25,000 125,000
Total $448,099 $167,900 $273,450 $304,600 $229,900 $1,423,949

Source: Department of Legislative Services and Fiscal 2002 Capital |mprovement Program

Exhibit A2.8

Higher Education
Fiscal 2002 Allocation of Capital Funding by I nstitution
($ in Thousands)

FY 2002
Institution Capital Funding

University of Maryland, Baltimore $38,401



University of Maryland, College Park 31,360

Bowie State University 5,200
Towson University 42,204
University of Maryland Eastern Shore 47,682
Frostburg State University 4,572
Coppin State College 10,800
University of Baltimore 1,540
Sdlisbury University 2,439
University of Maryland Baltimore County 67,419
University of Maryland Ctr. for Envir. Science 19,527
University of Maryland Biotechnology Institute 42,442
University System of Maryland Office 29,489
St. Mary's College of Maryland 6,200
Morgan State University 11,666
Regional Centers 8,013
Baltimore City Community College 1,460
Community Colleges 45,227
Independent Colleges and Universities 8,000
The John Hopkins University 10,000
Maryland Fire and Rescue Institute 2,458
University of Maryland Medical System 12,000
Total $448,099

Public School Construction

The General Assembly appropriated $253.4 million in fiscal 2002 for public school construction. This amount
includes $200,000 for relocatable classrooms, $250,000 for the Solar Energy Pilot Program, and $8.3 million for the
federal Qualified Zone Academy Bond program (QZABS). The proceeds from QZABs will be used to improve
schools that either have at least 35 percent of their students eligible for free or reduced-price meals or are located
within Enterprise or Empowerment Zones. Allocations totaling $187.8 million were made by the Board of Public
Works in January 2001. The remaining funds will be allocated by the Board in May 2001. Exhibit A2.9 shows the
initial alocations by jurisdiction.

Pursuant to 813-715.2 of the Financial Ingtitutions article, the Maryland Stadium Authority (MSA) is required to
make annual payments of $2.4 million to the Public School Construction Fund (PSCF) from fiscal 2001 through
2010. When this obligation was signed into law as Chapter 327, Acts of 1996, it was expected that the MSA would
generate sufficient revenues from its operation of the Camden Y ards Complex to make the payments. However, due
to cost overruns on the Ravens football stadium and the over estimation of annual admissions tax revenues, the MSA
projects a fiscal 2001 negative closing balance of $6.35 million in the Maryland Stadium Authority Financing Fund.
Rather than using additional specia fund proceeds from the Maryland State L ottery to meet the MSA's statutory
obligation to the PSCF, the General Assembly directed that $2.4 million of the $10.0 million appropriated in
Supplemental No. 2 for the PSCF be used in lieu of the MSA's fiscal 2002 statutory obligation to the PSCF.

In the operating budget, the Aging Schools Program received $10.4 million to make improvements and repairs to
existing school buildings, and approximately $787,000 is budgeted in the Technology in Maryland Schools Program
to make a payment on the capital lease used to wire schools for technology.

Exhibit A2.9

Public School Construction Allocations

FY 2002
LEA Allocation
Allegany $993,000
Anne Arundel 14,991,000
Baltimore City 18,361,000

Baltimore County 5,282,000



Calvert
Caroline
Carroll

Cecil

Charles
Dorchester
Frederick
Garrett
Harford
Howard

Kent
Montgomery
Prince George's
Queen Anne's
St. Mary's
Somerset
Talbot
Washington
Wicomico
Worcester
Subtotal

To be allocated
Total

273,000
5,561,000
2,985,000
4,360,000

520,000
6,969,000

22,820,000

213,000

6,472,000

16,691,000
633,000
32,908,000
26,386,000
0
11,991,000

462,000
1,462,000
4,261,000
2,795,000

440,000

$187,829,000
56,771,000
$244,600,000

Source: Department of Legislative Services and the Fiscal 2002 Public School Construction Capital Improvement Program

Program Open Space

Funding for Program Open Space from all fund sources totals $155.3 million for fiscal 2002. Exhibit A2.10 shows
the alocation by fund source. Exhibit A2.11 shows the distribution of the local Program Open Space funding.

Exhibit A2.10

Program Open Space Funding for Fiscal 2002

($ in Thousands)

G.O.

General Special Federal Bonds Total
Land Acquisition & Loca Prgm. 0 68,346 400 0 68,746
Capital Development Projects 0 10,863 0 0 10,863
Rural Legacy 0 13,719 0 16,000 29,719
GreenPrint 5,000 0 0 30,000 35,000
Community Parks & Playgrounds 11,000 0 0 0 11,000
Total $16,000 $92,928 $400 $46,000 $155,328

Source: Fiscal 2002 Budget

Exhibit A2.11

Local Program Open Space Funding Distribution

County Allocation
Allegany $475,065
Anne Arundel 5,121,329
Baltimore 5,778,318

Calvert 512,885



Caroline 222,850

Carroll 1,152,753
Cexil $592,901
Charles 1,043,018
Dorchester 191,393
Frederick 1,219,833
Garrett 237,212
Harford 1,703,076
Howard $3,035,415
Kent 144,226
Montgomery 7,706,320
Prince George's 6,514,619
Queen Anne's 310,938
St. Mary's 578,816
Somerset $136,783
Talbot 329,427
Washington 898,876
Wicomico 602,135
Worcester 584,085
Baltimore City 3,385,866
Total $42,478,139

Note: These numbers may change as the allocation formula has a census component that will be updated this year.

Source: Department of Legislative Services



Part A
Budget and State Aid

Aid to Local Government
Overview of State Assistance to Local Gover nments

State assistance to local governments accounts for approximately 25 percent of State expenditures, not including federal funding. This
assistance includes direct aid to county and municipal governments, local school systems, libraries, community colleges, and local
health departments. In fiscal 2002, local governments will receive $3.5 billion in direct State aid. This represents a $256.5 million or
7.8 percent increase over fiscal 2001.

The State will also pay $349.9 million for the employer's share of retirement costs for local school teachers, librarians, and community
college faculty who are members of either the teachers' retirement or pension systems maintained by the State. These State payments
do not go through the local governments but are paid directly to the State Retirement Agency.

The State assumption of functions or responsibilities performed by local governments is another aspect of State/local fiscal
relationships. In the 1990s, the State assumed responsibility for the Batimore City Detention Center and the City's local community
college and increased funding for the Washington Metropolitan area transit system. The mass transit system serving the Baltimore area
is operated by the Maryland Department of Transportation. Beginning in fiscal 1995, the State also assumed responsibility for
processing Baltimore City arrests through a State-run central booking facility. In the case of the Batimore City Detention Center and
the local community college, State costs were partially offset by reductions in direct State aid to the city. The total cost for these
assumed functions is estimated at $156 million in fiscal 2002.

Overall State assistance to local governments, including the recently assumed costs, totals over $4 billion. This represents a 6 percent
increase over fiscal 2001. Exhibit A3.1 provides a summary of State aid since fiscal 1996.

Exhibit A3.1
Summary of State Assistance to Local Governments
Fiscal 1996 - 2002

($in Millions)
Retirement Functions
Fiscal Direct Payments Assumed by Per cent
Year State Aid on Behalf Subtotal the State Total  Change
1996 $2,327.3 $455.6 $2,782.9 $102.3 $2,885.2 5.8%
1997 24414 479.7 2,921.2 108.9 3,030.1 5.0%
1998 2,659.6 474.8 3,134.5 114.3 3,248.9 7.2%
1999 2,910.2 4425 3,352.7 124.3 3,477.0 7.0%
2000 3,029.7 420.5 3,450.3 132.6 3,582.9 3.0%
2001 3,269.0 390.3 3,659.3 144.2 3,803.6 6.2%
2002 3,525.4 349.9 3,875.3 155.7 4,031.1 6.0%

State Aid Patterns

As Exhibit A3.2 indicates, the overall composition of State aid changed slightly between fiscal 2001 and 2002. State aid to local
school systems accounts for 75 percent of total State aid. County and municipal governments receive 18 percent of State aid, with most
of the aid targeted for transportation, public safety, and park land acquisition and development. Community colleges, libraries, and
local health departments account for the remaining 7 percent of State aid.

Exhibit A3.2
Changesin State Aid Patterns

($in Millions)
Fiscal Per cent Fiscal Per cent Per cent
2001 of Total 2002 of Total Increase
Public Schools $2,740.5 74.9% $2,892.7 74.6% 5.6%
Libraries 41.7 1.1% 44.8 1.2% 7.4%
Community Colleges 163.6 4.5% 1785 4.6% 9.1%
Local Hedlth 52.2 1.4% 56.9 1.5% 9.0%
Genera Government 661.2 18.1% 702.3 18.1% 6.2%
Total $3,659.3 100.0% $3,875.3 100% 5.9%

Changes in State Aid

Direct aid and retirement payments for local governments will increase by $216 million or 5.9 percent in fiscal 2002. Primarily this
reflects statutorily mandated increases in State aid. Exhibit A3.3 summarizes the distribution of direct State aid by governmental entity.
The exhibit also shows the estimated State retirement payments for local employees. Exhibit A3.4 compares total State aid in fiscal
2001 and 2002 by program.

Exhibit A3.3
State Assistance to Local Governments



Allegany
Anne Arundel
Baltimore City
Baltimore County
Calvert
Caroline
Carroll

Cecil

Charles
Dorchester
Frederick
Garrett
Harford
Howard

Kent
Montgomery
Prince George's
Queen Anne's
St Mary's
Somerset
Talbot
Washington
Wicomico
Worcester
Unallocated
Total

General
Government
$13,386
45,860
256,369
53,709
12,429
7,265
14,261
8,075
12,831
7,683
18,643
9,115
18,183
19,810
3,026
62,438
71,769
5,586
7,714
7,223
4,741
13,490
10,394
7,280
9,913
$701,196

Community
Colleges
$4,292
21,585

0

32,942
1,066
919
4,688
3414
5,285
835
6,029
2,325
7,846
8,707
446
29,288
19,136
1,351
1,490
449
1,048
5,048
3,051
1,227
3,319
$165,786

Fiscal 2002 L egislative Appropriation
($in Thousands)

Direct State Aid

Education

$2,

$44,425
175,275
548,588
263,926
43,108
22,405
79,308
51,328
73,013
18,196
101,038
17,916
114,035
97,267
7,998
207,815
470,413
18,662
46,809
12,754
5,402
62,389
48,578
7,871
25,942
564,461

Note: General government includes the municipal share of police aid, highway user revenue, and fire aid.

Allegany
Anne Arundel
Baltimore City
Baltimore County
Calvert
Caroline
Carroll

Cecil

Charles
Dorchester
Frederick
Garrett
Harford
Howard

Kent
Montgomery
Prince George's
Queen Anne's
St. Mary's
Somerset
Talbot
Washington
Wicomico
Worcester
Unallocated
Total

General
Government

$391
5271
7,596
1,956
3,242
270
496
254
1,763
468
620
564
913
794
85
3,022
7,168
155
269
313
138
1,247
563
2711
2,979

$40,808

Note: General government includes the municipal share of police aid, highway user revenue, and fire aid.
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Libraries
$576
1,885
5,209
3,408
304
220
802
471
645
194
854
170
1,175
627

87
2,066
4,908
159
527
216
81
812
541
107
11,012
$37,056

Health
$1,375
4,889
10,374
6,810
517
77
1,789
1,197
1,441
644
2,154
576
2,660
1,846
484
4,646
7,919
618
1,270
656
454
2,018
1,338
491

0
$56,942

State Assistance to L ocal Governments

Dollar Difference between Fiscal 2002 L egidlative Appropriation and Fiscal 2001 Working Appropriation
($in Thousands)

Direct State Aid

Community

Colleges
$252
2,729
0
2,769
116
121
498
269
577
110
789
5
684
1,049
59
3,877
1,726
178
163
51
138
272
346
139
-32
$16,885

Education

Exhibit A3.3 (Cont.)

$3,376
11,051
28,395
17,126
4,380
990
3,299
3,896
6,794
305
6,855
812
6,581
8,308
218
27,273
37,132
1,346
2,986
606
331
3,295
2,582
576
11,801
$190,315

Libraries
$21
97
117
172
22
9
34
31
51
10
25
5
61
33
8
115
236
13
27

30

23

2,593
$3,755

Subtotal
$64,053
249,495
820,540
360,796

57,425
31,586
100,847
64,484
93,216
27,552
128,718
30,102
143,900
128,257
12,041
306,253
574,145
26,376
57,810
21,298
11,726
83,757
63,902
16,976
50,186
$3,525,440

Health
$213
292
529
293
63
108
182
170
157
72
203
87
176
123

781
282
82
164
63

217
182
135

$4,718

Retirement
$4,365
29,158
40,259
45,737

5,964
2,166
9,963
5,877
8,604
2,048
13,215
2,001
14,448
19,735
1,197
68,094
48,905
2,674
5,456
1,282
1,863
8,067
5,701
3,005
0
$349,875

Subtotal
$4,253
19,440
36,636
22,316

7,824
1,498
4,509
4,620
9,342
965
8,493
1,472
8,415
10,307
454
35,068
46,543
1,775
3,609
1,042
674
5,060
3,698
1,128
17,340
$256,481

Total
$68,418
278,653
860,799
406,533

63,388
33,751
110,811
70,361
101,820
29,600
141,934
32,193
158,348
147,993
13,237
374,347
623,049
29,050
63,266
22,580
13,589
91,824
69,603
19,980
50,186
$3,875,315

Retirement
-$528
-3,426
-4,250
-5,395
-694
-252
-1,160
-687
-1,014
-238
-1,548
-247
-1,694
-2,303
-139
-7,869
-5,723
-312
-637
-149
-219
-951
-664
-349
0
-$40,449

Change
Over
FY 2001
$3,726
16,014
32,387
16,921
7,129
1,246
3,349
3,933
8,328
728
6,944
1,224
6,721
8,005
315
27,198
40,819
1,462
2,972
892
455
4,109
3,034
780
17,340
$216,032

Total
$3,726
16,014
32,387
16,921

7,129

1,246

3,349

3,933

8,328

728

6,944

1,224

6,721

8,005

315
27,198
40,819

1,462

2,972

892

455

4,109

3,034

780
17,340

$216,032



State Assistance to Local Governments
Percent Change: Fiscal 2002 L egislative Appropriation over Fiscal 2001 Working Appropriation

Direct State Aid

General Community

Government Colleges Education
Allegany 3.0% 6.3% 8.2%
Anne Arundel 13.0% 14.5% 6.7%
Baltimore City 3.1% n.a 5.5%
Baltimore County 3.8% 9.2% 6.9%
Calvert 35.3% 12.3% 11.3%
Caroline 3.9% 15.2% 4.6%
Carroll 3.6% 11.9% 4.3%
Cecil 3.2% 8.6% 8.2%
Charles 15.9% 12.3% 10.3%
Dorchester 6.5% 15.2% 1.7%
Frederick 3.4% 15.1% 7.3%
Garrett 6.6% 0.2% 4.7%
Harford 5.3% 9.6% 6.1%
Howard 4.2% 13.7% 9.3%
Kent 2.9% 15.2% 2.8%
Montgomery 5.1% 15.3% 15.1%
Prince George's 11.1% 9.9% 8.6%
Queen Anne's 2.9% 15.2% 7.8%
St. Mary's 3.6% 12.3% 6.8%
Somerset 4.5% 12.8% 5.0%
Talbot 3.0% 15.2% 6.5%
Washington 10.2% 5.7% 5.6%
Wicomico 5.7% 12.8% 5.6%
Worcester 3.9% 12.8% 7.9%
Unallocated 43.0% -1.0% 83.4%
Total 6.2% 11.3% 8.0%

Exhibit A3.4
Total State Assistance to Local Governments
Direct State Aid

Program EY 2001
Current Expense Aid 1,621,327,150
Compensatory Education 113,548,428
School Transportation - regular 117,001,261
School Transportation - special education 5,587,000
Specia Education - formula 81,253,345
Specia Education - nonpublic placements 91,596,795
Specia Education - infants & toddlers 0
Limited English Proficiency Grants 25,620,300
Additiona Poverty Grants 18,163,360
Targeted Poverty Grants 7,999,999
Magnet Schools 14,100,000
Extended Elementary 19,262,500
Baltimore City Partnership 66,232,417
Aging Schools 10,370,000
Targeted Improvement Grants 21,813,199
Teacher Development/Mentoring Programs 33,936,000
Adult Education 1,453,602
Food Service 5,300,664
Gifted and Taented Grants 5,209,829
School Library Media Program 3,000,000
Class Size Initiative 11,667,000
Education Modernization 10,351,011
Challenge Grants 5,788,827
School Reconstitution 9,797,400
Out-of-County Placements 5,603,041
School Wiring 0
Early Education Initiatives 0
Teacher's Salary Grant 35,014,618
Academic Intervention 11,600,000
Other Programs 21,548,252
Total Primary & Secondary Education $2,374,145,998

Libraries
3.7%
5.4%
2.3%
5.3%
7.8%
4.5%
4.4%
7.1%
8.5%
5.6%
3.1%
3.1%
5.5%
5.6%
9.7%
5.9%
5.0%
9.2%
5.4%
4.2%
5.9%
3.8%
4.5%
6.7%

30.8%
11.3%

EY 2002
1,681,230,578
117,123,662
127,766,954
5,556,500
81,253,345
104,880,651
433,250
30,057,750
18,163,359
8,000,000
14,100,000
19,262,500
70,465,079
10,370,000
21,991,425
35,508,000
1,453,602
6,264,663
6,209,829
3,000,000
17,320,382
13,405,998
6,788,827
9,797,400
6,063,043
787,000
19,000,000
85,664,628
19,099,999
23,442,255
$2,564,460,67

Health
18.3%
6.3%
5.4%
4.5%
13.8%
16.1%
11.3%
16.5%
12.2%
12.5%
10.4%
17.7%
7.1%
7.1%
21.0%
20.2%
3.7%
15.3%
14.8%
10.6%
16.1%
12.0%
15.8%
38.0%
-100.0%
9.0%

Subtotal
7.1%
8.5%
4.7%
6.6%

15.8%
5.0%
4.7%
7.7%

11.1%
3.6%
7.1%
51%
6.2%
8.7%
3.9%

12.9%
8.8%
7.2%
6.7%
5.1%
6.1%
6.4%
6.1%
7.1%

52.8%
7.8%

Difference
59,903,428
3,575,234
10,765,693
-30,500

0
13,283,856
433,250
4,437,450
-1

1

0

0
4,232,662
0

178,226
1,572,000
0

963,999
1,000,000
0
5,653,382
3,054,987
1,000,000
0

460,002
787,000
19,000,000
50,650,010
7,499,999
1,894,003
$190,314,681

Retirement Total
-10.8% 5.8%
-10.5% 6.1%

-9.5% 3.9%
-10.6% 4.3%
-10.4% 12.7%
-10.4% 3.8%
-10.4% 3.1%
-10.5% 5.9%
-10.5% 8.9%
-10.4% 2.5%
-10.5% 5.1%
-10.6% 4.0%
-10.5% 4.4%
-10.4% 57%
-10.4% 2.4%
-10.4% 7.8%
-10.5% 7.0%
-10.5% 5.3%
-10.4% 4.9%
-10.4% 4.1%
-10.5% 3.5%
-10.5% 4.7%
-10.4% 4.6%
-10.4% 4.1%

na 52.8%
-10.4% 5.9%



Library Formula
Library Network
Total Libraries

Program

Community College Formula
Grants for ESOL Programs
Optional Retirement

Hold Harmless/Small College Grant
Statewide Programs

Total Community Colleges

Highway User Revenue

Elderly and Handicapped Transportation
Paratransit

Total Transportation

Police Aid

Fire And Rescue Aid

Vehicle Theft Prevention

9-1-1 Grants

Body Armor

Community Policing

Foot Patrol/Drug Enforcement Grants
Law Enforcement Training Grants
Stop Gun Violence Grants

Violent Crime Grants

Baltimore City State's Attorney Grant
Baltimore City Circuit Court Grant
Domestic Violence Grants

Foreign Vehicle Registration Grant
Total Public Safety

Program Open Space

Critical Area Grants

Total Recreation/Environment

Local Health Formula
Property Tax Grants (Utility Prop.)

Program

Disparity Grant

Horse Racing Impact Aid
Security Interest Filing Fees
Paymentsin Lieu of Taxes
Baltimore City Lead Paint Grant
Senior Citizens Activities Center
Warfield Complex Historic Site
Statewide Voting Systems
Prince George's Specia Grants
Total Other Direct Aid

Total Direct Aid

Retirement - Teachers

Retirement - Libraries

Retirement - Community Colleges
Retirement - Local Employees
Total Payments-in-Behalf

Total State Assistance

Primary and Secondary Education

24,882,622
8,418,299
$33,300,921
Exhibit A3.4 (Cont.)
Total State Assistance to Local Governments
Direct State Aid
EY 2001
134,856,667
1,644,547
6,805,683
2,242,981
3,350,880
$148,900,758
423,800,998
3,315,789
2,382,051
$429,498,838
59,747,844
10,000,000
2,600,000
4,454,905
50,000
2,000,000
4,462,500
100,000
1,000,000
5,000,000
1,342,000
0
200,000
0
$90,957,249
37,112,590
375,000
$37,487,590
$52,223,866
$15,307,603
Exhibit A3.4 (Cont.)
Total State Assistance to Local Governments
Direct State Aid
EY 2001
$81,626,679
1,330,800
2,953,135
675,485
500,000
0
0
0
50,000
$5,509,420
$3,268,958,922
Payments-in-Behalf

366,347,657
8,439,499
14,699,595
837,231
$390,323,982

$3,659,282,904

26,043,894
11,011,769
$37,055,663

EY 2002
151,099,512
1,979,918
7,144,999
2,242,981
3,318,542
$165,785,952
430,421,400
4,315,789
3,382,051
$438,119,240
60,354,152
10,000,000
600,000
4,253,349
50,000
2,000,000
4,462,500
100,000
1,000,000
5,000,000
1,722,354
400,000
200,000
360,000
$90,502,355
43,978,138
750,000
$44,728,138

$56,942,364
$30,615,201

EY 2002
$89,289,557
1,330,800
2,734,750
675,485
500,000
500,000
100,000
2,100,000

0
$7,941,035
$3,525,440,18

328,221,734
7,786,218
12,716,487
1,150,210
$349,874,649

$3,875,314,83

1,161,272
2,593,470
$3,754,742

Difference
16,242,845
335,371
339,316

0

-32,338
$16,885,194
6,620,402
1,000,000
1,000,000
$8,620,402
606,308

0
-2,000,000
-201,556

O O O O o o

380,354
400,000

0

360,000
-$454,894
6,865,548
375,000
$7,240,548
$4,718,498
$15,307,598

Difference
$7,662,878
0

-218,385

0

0

500,000
100,000
2,100,000
-50,000
$2,431,615
$256,481,262

-38,125,923
-653,281
-1,983,108
312,979
-$40,449,333

$216,031,929

State aid to local school systems will increase by $152.2 million or 5.6 percent in fiscal 2002. State aid paid directly to local boards of
education increases by $190.3 million or 8 percent; whereas teachers' retirement costs paid by the State on behalf of local boards of
education decreases by $38.1 million or 10.4 percent.

Current Expense Aid: State law provides for automatic increases in current expense formula aid based on two factors: student



enrollment and prior years spending growth. The current expense formulais based on school expendituresin the third and fourth prior
years, thereby the fiscal 2002 formulais affected by expenditures in fiscal 1998 and 1999. Current expense formula aid is not restricted
for specific purposes and is distributed inversely to local wealth, as measured by net taxable income and property assessable base. The
current expense formulais the largest State aid program accounting for 43 percent of total State assistanceto local governments. In
fiscal 2002, current expense aid will total $1.7 billion, representing a $59.9 million increase over fiscal 2001. Thisis based ona 3
percent increase in the per pupil foundation amount and a 0.7 percent increase in student enrollment.

Compensatory Aid: The compensatory aid formula distributes funding to local school systems on the basis of the number of students
from economically disadvantaged environments as measured by the student counts used for federal Title | aid. The Title | count for
fiscal 2002 totals 113,602, a dight increase from fiscal 2001. In addition, the compensatory aid formulais tied to growth in the current
expense formulain that the program's per pupil foundation is one-fourth of the foundation for the current expense formula. In fiscal
2002, the program's per pupil foundation will total $1,031. Due to the growth in the foundation amount and a relative constant Title 1
count, compensatory aid increases by $3.6 million or 3.1 percent in fiscal 2002.

Targeted Poverty Funding: The State currently provides $48.2 million for several targeted poverty programs that are based on the free
and reduced price meal count. This includes $22 million in targeted improvement grants, $18.1 million in additional poverty grants,
and $8 million in targeted poverty grants.

Baltimore City Partnership Grant: This program is part of the State's effort to reform the Baltimore City Public School System.
Baltimore City will receive $70.5 million under the Baltimore City Partnership Grant in fiscal 2002, including $58 million in statutorily
required funding. The State budget aso includes a $5.5 million deficiency appropriation for the program for fiscal 2001. State funding
for this program will increase by $4.2 million in fiscal 2002. For a more detailed discussion of this funding see Part L - Education of
this 90 Day Report.

Student Transportation Grants: Each county receives a grant for student transportation based on the county's grant in the previous
year increased by inflation. Increases can not exceed 8 percent or be lessthan 3 percent. As aresult of legislation enacted in 1996,
counties with enrollment increases receive additional funds. The fiscal 2002 budget includes $127.8 million for the program, reflecting
a 8 percent transportation inflation rate and slight growth in student enrollment. The State also provides a grant for transporting
disabled students. Each school board receives $500 per special education student in excess of the number transported in fiscal 1981.
The fiscal 2002 grant level of $5.6 million is based on 11,113 students. Total funding for student transportation, including special
transportation, increases by $10.7 million in fiscal 2002.

Special Education: State aid for special education recognizes the additional costs associated with providing programs for students with
disabilities. Most specia education students receive services in the public schools; however, if an appropriate program is not available
in the public schools, students may be placed in a private school offering more specialized services. The State and local school systems
share the costs of these nonpublic placements. State funding for nonpublic placements will increase by $13.3 million in fiscal 2002. In
addition, the fiscal 2002 State budget includes $433,250 for infant and toddlers services and a $500,000 grant to Baltimore County for
specia services relating to foster care children.

Teachers Retirement Costs: The State pays the employers' retirement costs for local teachers who are members of either the teachers
retirement or pension systems maintained and operated by the State. The $38.1 million decrease in fiscal 2002 results from a 4.9
percent increase in the salary base and a 14.6 percent decrease in the employer contribution rate. The large decrease in the contribution
rate is driven primarily by retirement fund investment earnings.

Teacher Salary Grants/Academic I ntervention: The General Assembly approved legislation at the 2000 session (Senate Bill
810/House Bill 1247) that establishes teacher salary grants and funding for academic intervention services. The fiscal 2002 State
budget includes $85.7 million for teacher salary challenge program, which represents a $50.7 million increase over the prior year and
$19.1 million for academic intervention which represents a $7.5 million increase over fiscal 2001. This is the second year for the
teacher salary challenge program under which the State will provide a one percent salary match to local school systems granting a 4
percent cost-of-living increase to teachers.

Early Education Initiatives/Judith P. Hoyer Program: This program provides financial support for the establishment of centers that
provide full-day, comprehensive, early education programs and family support services that will assist in preparing children to enter
school ready to learn. This program also provides funding to support voluntary accreditation of early child care centers, professional
development of early childhood educators, and statewide implementation of an early childhood assessment system. The fiscal 2002
State budget includes $7.6 million for Judy Center grants and approximately $3 million for school readiness and program accreditation.
In addition, the fiscal 2002 State budget includes $19 million in new funding for early education programs that improve the academic
achievement of students in pre-kindergarten through third grade. The funding will be distributed on the basis of the State's special
education formula. The Extended Elementary Education Program, a public school prekindergarten program for four-year-old children
identified as having a high potential for failure in school, will continue to receive $19.3 million in funding.

Teacher Quality Incentives: The General Assembly passed legislation at the 1999 session (House Bill 9) that provides salary
enhancements for teachers obtaining national certification, a signing bonus for teachers graduating in the top of their class, and a
stipend for teachers working in a reconstitution eligible or challenge school. The fiscal 2002 State budget includes $7.8 million in
funding for these teacher quality incentives.

Class Size Reduction Grants: Local school systems will receive $17.3 million in funding in fiscal 2002 to reduce class size for reading
instruction in the first and second grades. This represents a $5.6 million increase over fiscal 2001. The funding is based on legislation
passed by the General Assembly at the 1999 session (Senate Bill 137/House Bill 187).

Teacher Development/Mentoring/Certification Grants: Teacher development grants are provided to enhance teacher devel opment
programs in schools with a free or reduced price meal count of 25 percent or more of their student population. Each eligible school
receives an $8,000 grant to enhance teacher training in instructing at-risk students. In fiscal 2002 these grants will total $5.8 million,
representing a $48,000 increase over fiscal 2001. In addition, the State budget includes $5 million for teacher certification programs, of
which $2.5 million is for Prince George's County and $2 million is for Baltimore City. The State budget also includes $5 million for
teacher mentoring program in accordance with legislation passed in the 1999 session (House Bill 9). In addition, $10.9 million is
provided to three local school systems ($1 million for Anne Arundel County, $7.9 million for Baltimore County, and $2 million for
Prince George's County).

Limited English Proficiency: The State provides grants to local school systems for programs for students with limited English
proficiency. The grant amount totals $1,350 per limited English proficient student. Funding for this program totals $30.1 million in
fiscal 2002, representing a $4.4 million increase over fiscal 2001. Thisincrease is due to a 3,287 student increase in the limited English
proficiency count. Approximately 20,855 students are categorized as limited English proficient.



Education Modernization I nitiative: This program provides schools access to on-line computer resources and capacity for data, voice,
and video equipment. Total funding for this program is $13.4 million, an increase of $3.1 million. The Maryland Technology Academy
will continue to receive $1.9 million in funding in fiscal 2002.

Additional Enhancementsfor Fiscal 2002: The fiscal 2002 State budget includes $1 million for Allegany County to improve
deficiencies identified in the school system's performance audit and $1 million for Anne Arundel County to enhance the Annapolis
school feeder system by providing grants to twelve schools through the State's challenge school grant program. In addition, a potential
$8 million in State revenues generated from the Tax Amnesty Program will be targeted to nine local school systems with piggyback
income tax revenues per student below 72.5 percent of the State average. Exhibit A3.5 shows the potential grant amount for each local
school system contingent upon the State collecting an adequate amount of delinquent taxes. In accordance with House Bill 828
(passed), the first $32 million in revenues collected from the program will be credited to the State's general fund ($30 million) and be
used by the Comptroller's Office to administer the program ($2 million). The next $8 million in revenues will be earmarked to local
school systems. If the $8 million estimated is not fully attained, the grants will be reduced proportionately.

Exhibit A3.5

Funding under Tax Amnesty Program
Allegany $720,392
Baltimore City 2,600,197
Caroline 842,680
Cexil 372,421
Dorchester 484,843
Garrett 842,738
Prince George's 1,131,706
Somerset 464,205
Wicomico 540,818
Libraries

The State provides assistance to public libraries through a formula that determines the State and local shares of a minimum per capita
library program. The minimum library program is specified in statute. For fiscal 2002, the program is based on a $12 per capita grant.
Overdll, the State provides about 40 percent of the minimum program and the counties provide 60 percent. However, the State/local
share of the minimum program varies from county to county depending on local wealth. In fiscal 2002, State library formula aid will
total $26 million, an increase of $1.2 million. In addition, the State pays the employer's share of retirement costs for eligible library
employees. These payments decreased by $653,000 in fiscal 2002, due to a 14.6 percent decrease in the employer contribution rate.

The General Assembly approved legislation at the 1999 session that established a funding formula for the State Library Resource
Center requiring the State to contribute a larger share of the center's funding. In 2000, legislation was enacted that altered the
calculation of the State funding formula for regional resource centers. State funding for the resource centers total $11 million in fiscal
2002, an increase of $2.6 million.

Community Colleges

Total State funding for community colleges increases by $14.9 million for fiscal 2002. Local community colleges will receive $151.1
million through the State's funding formula. The formulaincrease reflects a slight decline in student enrollment and a 13.5 percent
increase in the per student grant amount. The per student grant amount is based on 25 percent of the fiscal 2001 State aid per student at
selected four-year public colleges. Local community colleges will receive $14.7 million in special categorical grants, including the
small college grant, English for Speakers of Other Languages (ESOL) grant, statewide programs, optional retirement grant, and the
innovative partnership for technology grant. State paid retirement expenditures decrease by $2 million in fiscal 2002.

Local Health Programs

State aid for local health departments total $56.9 million in fiscal 2002, reflecting a $4.7 million or 9 percent increase. This increase
includes a cost of living adjustment for eligible employees of local health departments and the statutorily required increase based on
population and inflation.

General Government Assistance

The State provides grants to counties and municipalities for various governmental functions, including public safety, transportation,
and recreation. In addition, the disparity grant program targets aid to low income wealth jurisdictions. Overall, general government
assistance will increase by $41.1 million in fiscal 2002, a 6.2 percent increase.

Police Aid Grants: Maryland's counties and municipalities receive grants for police protection through the police aid formula. The
police aid formula allocates funds on a per capita basis, and jurisdictions with higher population density receive greater per capita
grants. Municipalities receive additional grants based on the number of sworn officers. Police aid grants in fiscal 2002 total $60.4
million, a $606,300 or 1 percent increase over fiscal 2001.

Public Safety Grants: The State budget includes $1.7 million for the Baltimore City State's Attorney's Office to improve the
prosecution of gun offenses and repeat violent offenders and to expand the homicide division and $400,000 for the Baltimore City
Circuit Court to develop a master plan for the city's courthouses. In addition, $200,000 is provided to local law enforcement agencies
for domestic violence units. Funding for 911 grants decrease by $202,000 in fiscal 2002. Other public safety grants did not change.

Vehicle Theft Prevention Program: This program provides grants to law enforcement agencies, prosecutors' offices, local
governments, and community organizations for the purpose of establishing vehicle theft prevention, deterrence, and educational
programs. Funds are also used to enhance the prosecution and adjudication of vehicle theft crimes. Funding for the program is
provided through the Vehicle Theft Prevention Fund, a non-lapsing dedicated fund that was receiving up to $2 million a year from
penalties collected for lapse or terminated insurance coverage. Additional funds are received from inspection fees collected for
salvaged vehicle verification. Senate Bill 200 /House Bill 309 (both passed) redirects $2 million in lapsed insurance penalty revenues
from the Vehicle Theft Prevention Fund to the Transportation Trust Fund. Accordingly, funding for this program will total $600,000 in
fiscal 2002.



Fire, Rescue, and Ambulance Services: The State provides formula grants to the counties, Baltimore City, and qualifying
municipalities for local and volunteer fire, rescue, and ambulance services. The grants are for equipment and renovations, not operating
costs. The program is funded from the Maryland Emergency Medical System Operations Fund (MEM SOF). The grant level for the
program is reduced to $7.5 million in the fiscal 2002 budget; however, budget bill language indicates that $2.5 million in funding can
be restored if legislation increasing MEM SOF revenues is enacted. With the passage of Senate Bill 292 (Ch. 33)/House Bill 1148
(passed) which raise the vehicle registration fees supporting MEM SOF, it is assumed that funding for the fire and rescue grant will be
$10 million in fiscal 2002.

Program Open Space Grants: Under the Program Open Space program, the State provides grants to the counties and Baltimore City
for land acquisition and the development of park and recreation facilities. State property transfer tax revenues fund Program Open
Space and related programs. In fiscal 2002, Program Open Space funding totals $44 million, which includes a $1.5 million special
grant for Baltimore City. This reflects a $6.9 million or 15.6 percent increase over fiscal 2001 funding levels.

Transportation: The State shares receipts from maotor fuel taxes, vehicle excise (titling) taxes, registration fees, and corporate income
taxes with local governments for the purpose of constructing and maintaining transportation facilities across the State. Counties,
municipalities, and Baltimore City receive 30 percent of these "highway user" revenues. The Maryland Department of Transportation
projects a modest increase in these grants in fiscal 2002 ($6.6 million) based on estimated tax revenues.

Disparity Grant: The disparity grant, which provides funding to counties whose per capita local income tax revenuesis less than 75
percent of the statewide average, increases by $7.7 million in fiscal 2002. The nine jurisdictions receiving a disparity grant in fiscal
2002 are Allegany, Caroline, Dorchester, Garrett, Prince George's, Somerset, Washington and Wicomico counties and Baltimore City.

Electric Utility Grant: Ten counties and Baltimore City receive an electricity generating equipment property tax grant which partialy
offsets lost local revenues resulting from the electric and gas utility tax reform passed in the 1999 session. The grants are phased in
over two years beginning with fiscal 2001 and will total $30.6 million in fiscal 2002.

Horse Racing | mpact Aid: The Racing Act of 2000 authorizes the State to use uncashed pari-mutuel tickets to fund the Maryland
Racing Facility Redevelopment Fund. This is the same revenue source used to fund horse racing impact aid. Accordingly, horse racing
impact aid would have decreased by $436,000 in fiscal 2002, a 33 percent decrease. Senate Bill 764 /House Bill 908 (both passed)
restore the horse racing impact aid by requiring that lottery revenues be distributed to the Horse Racing Special Fund when payments
are made to the Racing Facility Redevelopment Bond Fund pursuant to the Racing Act of 2000. The legislation will ensure that horse
racing impact aid will be fully funded in fiscal 2002 at approximately $1.3 million.

Special Enhancements for Fiscal 2002: The State budget includes $2.1 million to local governments to assist in the implementation of
a standard statewide voting technology system contingent upon the enactment of Senate Bill 833 and/or House Bill 1457 (both
passed). This legislation requires the State Board of Elections, in consultation with local election boards, to select a uniform statewide
voting system for polling places and absentee voting. The estimated cost to purchase a statewide system would total approximately $37
million. In addition, $100,000 is provided to the Town of Sykesville (Carroll County) for development expenses of the Warfield
Complex Historic Site.

County Level Detail

This section includes information for each county on State aid, State funding of selected services, and capital projects in the county.
The three parts included under each county are described below.

Direct Aid/Shared Revenues and Retirement Payments

Direct Aid/Shared Revenues: The State distributes aid or shares revenue with the counties, municipalities, and Baltimore City through
over 50 different programs. The fiscal 2002 State operating budget includes $3.5 billion to fund these programs. Part A, section 1
compares aid distributed to the county in fiscal 2001 and 2002.

Retirement Payments: County teachers, librarians, and community college faculty are members of either the teachers retirement or
pension systems maintained and operated by the State. The State pays the employer share of the retirement costs on behalf of the
counties for these local employees as well as certain elected local officials such as sheriffs and State's attorneys. These payments total
$349.9 million in fiscal 2002. Although these funds are not paid to the local governments, each county's allocation is estimated from
sadary information collected by the State retirement systems. These estimates are presented in Part A, section 2.

Estimated State Spending on Health and Social Services

The State funds the provision of health and social services in the counties either through the local government, private providers, or
State agencies in the counties. Part B shows fiscal 2002 allocation estimates of general fund appropriations for health services, socia
services and senior citizen services

Health Services: The Department of Health and Mental Hygiene, through its various administrations, funds in whole or part
community health programs that are provided in the local subdivisions. These programs are described below. General fund spending
totals $597.3 million statewide for these programs in fiscal 2002. In addition, $49.7 million from the Cigarette Restitution Fund will
aso be spent on these programs in fiscal 2002. This does not include spending at the State mental health hospitals, developmental
disability facilities, or chronic disease centers.

« Alcohol and Drug Abuse: The Alcohol and Drug Abuse Administration funds community-based programs that include primary
and emergency care, intermediate care facilities, halfway houses and long-term care programs, outpatient care, and prevention
programs. The fiscal 2002 budget includes $50.0 million in general funds and $17.3 million in specia funds for these programs.
In addition, the budget includes $28.6 million in federal funds for addiction treatment services.

« Family Health and Primary Care Services: The Community and Public Health Administration funds community-based
programs through the local health departments in each of the subdivisions. These programs include maternal health (family
planning, pregnancy testing, prenatal and perinatal care, etc.) and infant and child health (disease prevention, child health clinics,
specialty services, etc.). Primary care services are funded for those people who previously received State-only Medical
Assistance. Fiscal 2002 funding for these family health programs totals $16.5 million in general funds.

Geriatric & Children's Services: The Medical Care Policy Administration provides funding for community-based programs
that serve senior citizens and children. The geriatric services include operating grants to adult day care centers and an evauation
program administered by the loca health departments to assess the physical and mental health needs of elderly individuals. The



children's services include the Early, Periodic Screening Diagnosis and Treatment (EPSDT) program and the Adolescent Case
Coordinator program that assures at risk or pregnant teenagers receive needed health services. The fiscal 2002 funding for these
programs totals $18.5 million in general funds.

« Mental Health: The Mental Hygiene Administration (MHA) oversees a wide range of community mental health services which
are developed and monitored at the local level by Core Service Agencies (CSAs). The Core Service Agencies have the clinical,
fiscal, and administrative responsibility to develop a coordinated network of services for al public mental health clients of any
age within a given jurisdiction. These services include in-patient and out-patient hospital services, inpatient and outpatient
mental health services, psychiatric rehabilitation services, targeted case management services, rental assistance, pharmacy
services, private practitioners, and other clinic services. The fiscal 2002 budget includes $235 million in general funds and
$144.7 million federal funds for mental health services.

« Prevention & Disease Control: The Community and Public Health Administration is responsible for chronic and hereditary
disease prevention (cancer, heart disease, diabetes, etc.). The office also provides for the promotion of safe and effective
immunization practices, the investigation of disease outbreaks, and continuous disease surveillance and monitoring with the
support of local health departments and the medical community. General fund appropriations in fiscal 2002 total $6.9 million. In
addition, the budget includes $32.4 million in Cigarette Restitution Funds for tobacco use prevention and cessation and for
cancer prevention and screening at the local level.

« Developmental Disabilities: The Developmental Disabilities Administration's community-based programs include residential
services, day programs, transportation services, summer recreation for children, individual and family support services, including
respite care, individual family care, behavioral support services, and community supported living arrangements. The fiscal 2002
budget includes $267.2 million in general funds and $122.5 in federal funds for these programs.

« AIDS: The AIDS Administration funds counseling, testing, education and risk reduction services through the local health
departments. Fiscal 2002 funds for these services total $3.0 million in general funds. The budget for the AIDS Administration
also includes $17.5 million in federa funds for these services.

Social Services. The Department of Human Resources provides funding for various social and community services in the subdivisions.
Part B shows fiscal 2002 estimates of funding for those programs that were available by subdivision. Note that fiscal 2002 funding for

homeless and women's services is alocated among the subdivisions on the basis of each jurisdiction's share of fiscal 2001 funding and
may change.

«  Homeless Services: The Community Services Administration funds programs which provide emergency and transitional
housing, food, and transportation for homeless families and individuals. Funding is available by county for the housing
counselor, service-linked housing and emergency and transitional housing programs. The fiscal 2002 budget includes $5.0
million in general funds for these programs.

«  Women's Services: The Community Services Administration provides funding for a variety of community-based programs for
women. These include the battered spouse program, rape crisis centers, displaced homemakers program, and crime victims'
services. Total fiscal 2002 funding for these programs equals $5.6 million in general funds. In addition, the fiscal 2002 budget
includes $7.0 million in federal funds for women's services.

« Adult Services: The State social services departments in each of the subdivisions provide a variety of services to disabled,
elderly, neglected, and exploited adults. Services include information and referral, crisis intervention, case management,
protective services, in-home aid, and respite care for families. The fiscal 2002 budget includes $7.1 million in general funds and
$33.2 million in federal funds for adult services.

« Child Welfare Services: The State socia services departments in each of the subdivisions offer programs to support the
healthy development of families, assist families and children in need, and protect abused and neglected children. Services
include adoptive services, foster care programs, family preservation programs, and child protective services. The fiscal 2002
budget includes $57.2 million in general funds and $89.3 million in federal funds.

Senior Citizens Services. The Department of Aging funds a variety of services for senior citizens mostly through local agencies on
aging. In Part B these programs have been combined into two broad categories: long-term care and community services. The total
fiscal 2002 funding is $12.3 million in general funds and $15.3 million in federal funds. The fiscal 2002 funding is allocated among the
subdivisions on the basis of each jurisdiction's share of fiscal 2001 funding and may change.

« Long-Term Care: This category includes the following programs: frail and vulnerable elderly, senior care, senior guardianship
and the new ombudsman program. The total fiscal 2002 funding is $9.6 million in general funds. An allocation of the
ombudsman program is not available by county and is, therefore, not included in this report.

« Community Services: Included in this category are the senior information and assistance program, the senior nutrition program,
and the insurance counseling program. Fiscal 2002 funding for these programs totals $2.7 million in general funds.

Capital Grantsand Capital Projectsfor State Facilities

Selected State Grants for Capital Projects. The State provides capital grants for public schools, community colleges, locd jails,
community health facilities, adult day care centers, water quality projects, waterway improvements, homeless shelters, and other
cultural, historical, and economic development projects. Projects are funded from either bond sales or current revenues. Part C lists
projects in the counties authorized by the fiscal 2002 State operating and capital budgets. Projects at regional community colleges are
shown for each county that the college serves. For some loan programs (water quality projects, adult day care facilities, and community
mental health/addictions/developmental disabilities facilities), funding was not provided for all requested projects. Since it is not known
which projects will be funded, all requested projects for these loans are shown in this report.

The fiscal 2002 budget includes $253.4 million in new funding for local school construction: $134 million in genera funds (PAY GO),
$111.1 million in general obligation bonds, and $8.3 million in qualified zone academy bonds. As of the publication of this report,
$187.8 million of the total fiscal 2002 funding has been allocated to specific projects. These projects are listed in part C for each
county.

Capital Projects for State Facilities Located in the County: Part D shows capital projects, authorized by the fiscal 2002 operating and
capital budgets, at State facilities and public colleges and universities by the county in which the facility is located. For facilities that

are located in more than one county, such as a State park, the total amount of the capital project is shown for al relevant counties. For
each capital project, the total authorized amount is given, regardless of funding source athough federally funded projects are generally



shown separately. For the universities, projects funded from both academic and auxiliary revenue bonds are included. This section does
not include transportation projects.

Allegany County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002  $Diff. % Diff.
$in Thousands

Current Expense Aid 28,230 28,593 362 13
Compensatory Education 3,380 3,558 177 5.2
School Transportation 2,652 2,862 210 79
Special Education 2,041 2,162 121 59
Limited English Proficiency Grants 9 12 3 28.6
Targeted Poverty Grants 1,327 1,332 4 0.3
Extended Elementary 348 348 0 0.0
Adging Schools 355 355 0 0.0
Class Size Initiative 116 149 33 28.7
Early Education Initiative 0 440 440 na
Teacher Development/Mentoring 297 297 0 0.0
Teacher's Salary Grant 788 1,809 1,021 129.5
Academic Intervention 507 592 85 16.9
Other Education Aid 997 1,917 919 922
Primary & Secondary Education 41,048 44,425 3,377 8.2
Libraries 556 576 21 37
Community Colleges 4,039 4,292 252 6.3
Health Formula Grant 1,162 1,375 213 18.3
* Transportation 6,374 6,526 152 24
* Police and Public Safety 887 885 ) (0.3
* Fire and Rescue Aid 236 236 0 0.0
Recreation and Natural Resources 398 474 76 19.0
Disparity Grant 5,099 5,264 165 32
Total Direct Aid 59,800 64,053 4,253 7.1
Aid Per Capita 853 922 69 8.0
Property Tax Equivalent ($) 2.18 242 0.24 10.9

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Allegany County for teachers, librarians, community college faculty and local officials are estimated to be $4,365,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 allocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $1,568,000
Family Health and Primary Care 112,000
Geriatric and Children's Services 550,000
Mental Health 4,412,000
Prevention and Disease Control 691,000
Developmental Disabilities 3,567,000
AIDS 58,000
} )
Homeless Services 86,000
Women's Services 179,000
Adult Services 83,000
Child Welfare Services 1,145,000
Long-Term Care 252,000
Community Services 92,000

C. Selected State Grantsfor Capital Projects



Public School
Eckhart School - wiring
John Humbird Elementary School - construction
John Humbird Elementary School - renovations (roof)
All mmuni Il
Automotive Technology & Service Building - reroof
Chesapeake Bay Water Quality Loan
Cumberland Combined Sewer - overflow improvements
Frostburg Combined Sewer - overflow improvements
George's Creek WWTP - nutrient removal
Water Supply Assistance L oan
Consol - water supply
Morantown - water supply
Westernport - water line

Comprehensive Flood M anagement Program
Bowmans Addition (Dry Run)

George's Creek - phase |11

Waterway | mprovement
Cumberland Fairgrounds - boat ramp and parking
Potomac River North Branch - dam removal

Other Projects

Allegany County Fair - Multipurpose Building
Allegany County Public Works - capital equipment
Allegany County Roads - Satellite Garage
Allegany Highlands Trail
Court House Annex (HB 974)
Frostburg Recreation Complex
Westernport Landfill Cap

D. Capital Projects for State Facilities in the County

[ . . .
Cumberland Regional Claims Center - acquisition

Department of Natural Resources
Rocky Gap State Park - bath house

C&O Canal National Park - boat ramp construction
Rocky Gap State Park - boat rental building construction

Department of Public Safety & Corrections
Western Correctional Inst. - 512-bed expansion

Western Correctional Inst. - 512-bed expansion (federal)
niversi

Frostburg State - Compton Science Center construction

Frostburg State - Gunter Hall

f Maryl

Anne Arundel County

A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

FY 2001  FEY 2002

$in Thousands

Current Expense Aid 120,741 122,635
Compensatory Education 3,448 3,540
School Transportation 11,457 12,419
Special Education 15,543 16,780
Limited English Proficiency Grants 813 1,013
Targeted Poverty Grants 2,088 2,077
Extended Elementary 1,295 1,295
Aging Schools 570 570
Class Size Initiative 852 1,104
Early Education Initiative 0 1,307
Teacher Development/Mentoring Grants 1,171 1,663
Teacher's Salary Grant 2,121 5,018
Academic Intervention 884 1,530
Other Education Aid 3,241 4,323
Primary & Secondary Education 164,224 175,275
Libraries 1,788 1,885

86,000
799,000
108,000

10,000

500,000
100,000
50,000

332,500
290,000
178,444

247,500
49,976

5,000
25,000

300,000
500,000
500,000
1,000,000
400,000
285,000
200,000

2,446,000

1,737,000
25,000
40,000

26,714,000
4,920,000

3,300,000
1,272,000

$Diff. % Diff.
1,894
92
962
1,238
200 24.6
(12) (0.5

0 0.0

0 0.0

252 29.5
1,307 na
492 42.0
2,897 136.6
647 73.2
1,082 334
11,051 6.7
97 54

16
2.7
8.4
8.0



Community Colleges 18,856 21585 2,729 14.5

Health Formula Grant 4,598 4,889 292 6.3
** Transportation 25,249 25,819 570 23
** Police and Public Safety 5,831 5,793 (39) (0.7)
** Fire and Rescue Aid 816 816 0 0.0
Recreation and Natural Resources 4,294 5124 830 19.3
Utility Property Tax Grants 3,910 7,820 3,910 100.0
** Other Direct Aid 489 489 0 0.0
Total Direct Aid 230,054 249,495 19,440 85
Aid Per Capita 469 504 35 7.4
Property Tax Equivalent ($) 0.68 0.71 0.03 39

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Anne Arundel County for teachers, librarians, community college faculty and local officials are estimated to be $29,158,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 allocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $1,859,000
Family Health and Primary Care 650,000
Geriatric and Children's Services 908,000
Mental Health 16,332,000
Prevention and Disease Control 2,517,000
Developmental Disabilities 24,822,000
AIDS 11,000
} .
Homeless Services 173,000
Women's Services 375,000
Adult Services 110,000
Child Welfare Services 2,848,000
Long-Term Care 550,000
Community Services 135,000

C. Selected State Grantsfor Capital Projects

Public Schoals
Annapolis Elementary School - renovations (roof) 40,000
Annapolis Elementary School - wiring 34,000
Annapolis High School - renovations (boiler) 175,000
Annapolis Middle School - renovations (roof) 231,000
Anne Arundel Co. Learning Ctr. - renovations (boiler) 84,000
Anne Arundel County Learning Center - wiring 36,000
Arlington Echo/Outdoor Education Center - wiring 10,000
Arnold Elementary School - renovations (boiler) 144,000
Arundel High School - renovations (roof) 810,000
Bates Middle School - renovations (roof) 42,000
Belle Grove Elementary School - renovations (boiler) 85,000
Belle Grove Elementary School - wiring 29,000
Benfield Elementary School - renovations (roof) 239,000
Broadneck Elementary School - wiring 68,000
Brooklyn Park Elementary School - wiring 68,000
Cape St. Clair Elementary School - construction 2,342,000
CAT North - renovations (boiler) 118,000
Central Elementary School - renovations (roof) 260,000
Central Special Education - wiring 48,000
Chesapeake Bay Middle School - renovations (roof) 1,179,000
Chesapeake High Schooal - renovations (boiler) 356,000
Crofton Elementary School - renovations (boiler) 82,000

Crofton Meadows Elementary School - wiring 62,000



Crofton Woods Elementary School - wiring

Folger McKinsey Elementary School - renovations (roof)
Freetown Elementary School - renovations (roof)
Freetown Elementary School - wiring

George Cromwell Elementary School - renovations (boiler)
Glen Burnie High School "A" - renovations (roof)

Glen Burnie High School "B" - renovations (roof)

Glen Burnie High School "C" - renovations (roof)
Hillsmere Elementary School - renovations (boiler)
Hilltop Elementary School - wiring

Jessup Elementary School - renovations (roof)
MacArthur Middle School - renovations (boiler)
Magothy/Severn River Middle School - renovation (boiler)
Manor View Elementary School - wiring

Marley Glen Elementary School - wiring

Maryland City Elementary School - renovations (boiler)
Maryland City Elementary School - renovations (roof)
Millersville Elementary School - renovations (boiler)
Mills-Parole Elementary School - wiring

North Glen Elementary School - renovations (roof)
North Glen Elementary School - wiring

Northeast High School - renovations (boiler)

Oakwood Elementary School - renovations (roof)

Old Mill High School - renovations (boiler)

Old Mill High School - renovations (roof)

Overlook Elementary School - renovations (roof)

R.H. Lee Elementary School - renovations (roof)

Ruth Parker Eason School - renovations (roof)

Ruth Parker Eason School - wiring

Southern Middle School - construction

Southgate Elementary School - renovations (boiler)
Tyler Heights Elementary School - wiring

Van Bokkelen Elementary School - renovations (roof)
Van Bokkelen Elementary School - wiring

Waugh Chapel Elementary School - renovations (boiler)
Woodside Elementary School - renovations (roof)
Woodside Elementary School - wiring

Anne Arundel Community College

Student Services Center - addition and equipment

Community Mental Health/Addictions/Developmental Disabilities

Chrysalis House, Inc. - renovate and expand

OMNI House Behavior Health System - acquisition

Supported Housing Developers, Inc. - acquire homes
h Bay W

Cox Creek WWTP - nutrient removal

Elvaton Town - stream restoration

Grays Luck - stormwater pond retrofit

West Street - stormwater facility

Waterway |mprovement

Annapolis Citywide - new docks, etc.
Annapolis Fire Department - new boat
Anne Arundel Co. Fire Department - replace motor
Anne Arundel Co. Fire Department, North - new boat
Anne Arundel Fire Department, Sandy Point - new boat
Carrs Creek - dredging
Cornfield Creek - dredging
Little Magothy River - dredging
Mill Creek - dredging
Pocohantas Creek - dredging
Ramsey Bay - dredging
Sloop & Eli Coves - dredging
Whitehall Canal - tax district
Other Projects
Annapolis Maritime Museum (HB 498)
Arundel Lodge (SB 726)
Broadneck Recreational Complex (HB 759)

65,000
97,000
105,000
45,000
85,000
334,000
174,000
137,000
80,000
65,000
219,000
205,000
175,000
66,000
46,000
82,000
248,000
80,000
49,000
203,000
36,000
267,000
197,000
400,000
1,466,000
98,000
239,000
223,000
49,000
2,000,000
76,000
43,000
482,000
63,000
80,000
123,000
47,000

525,000

231,000
250,000
360,000

95,418
308,000
201,000
257,750

50,000
50,000
50,000
50,000
50,000
5,000
198,000
200,000
251,000
5,000
5,000
5,000
130,000

150,000
240,000
250,000



Galesville Heritage Society Museum (HB 178) 175,000

Historic London Town Visitors Center & Museum (SB 829) 200,000
Maryland Hall for the Creative Arts 500,000
Parole Plaza - improvements 500,000
Salvation Army Centennial Wing (HB 528) 75,000
D. Capital Projectsfor State Facilitiesin the County
General Government
Legidlative Facilities - Annapolis 22,700,000
Department of Natural Resources
Jonas Green State Park - comfort station 170,000
Sandy Point Marina - install boat lift rescue vessel 20,000
Sandy Point Marina - renovate service building 50,000
Sandy Point Marina - replace marine decking 50,000
Sandy Point Marina - replace parking lot lighting 150,000
Maryland Environmental Service
Jessup Correctional Complex - sewer system improvements 865,000
Dept. of Housin mmunity D m
Banneker-Douglass Museum - expand and upgrade 935,000
[ . [ .

Brockbridge Corr. Fac. - renovate kitchen/dining/warehouse 481,000
Correctiond Inst. for Women - support/state use buildings 975,000
Correctiond Inst. for Women - upgrade site utilities 400,000
Correctiona Institution Jessup - perimeter security 2,557,000

Baltimore City
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $ Diff. % Diff.
$in Thousands

Current Expense Aid 284,153 282,359  (1,794) (0.6)
Compensatory Education 59,713 61,322 1,609 2.7
School Transportation 10,228 11,091 863 8.4
Specia Education 52,951 56,957 4,006 7.6
Limited English Proficiency Grants 895 1,035 140 15.7
Targeted Poverty Grants 11,220 10,879 (341) (3.0
Extended Elementary 4,135 4,135 0 0.0
Baltimore City Partnership 66,232 70,465 4,233 6.4
Aging Schools 1,635 1,635 0 0.0
Class Size Initiative 1,303 1,643 340 26.1
Early Education Initiative 0 4,945 4,945 na
Teacher Development/Mentoring Grants 4,085 4,085 0 0.0
Teacher's Salary Grant 7,990 20,119 12,129 151.8
Academic Intervention 2,317 3,957 1,640 70.8
Other Education Aid 13,335 13,960 625 47
Primary & Secondary Education 520,193 548,588 28,395 55
Libraries 5,093 5,209 117 23
Health Formula Grant 9,845 10,374 529 5.4
Transportation 168,388 171,498 3,110 18
Police and Public Safety 9,149 9,733 584 6.4
Fire and Rescue Aid 1,021 1,021 0 0.0
Recreation and Natural Resources 4,339 4,883 545 12.6
Disparity Grant 61,013 64,362 3,349 55
Utility Property Tax Grants 227 453 227 100.0
Other Direct Aid 4,636 4,418 (218) (4.7)
Total Direct Aid 783,904 820,540 36,636 47
Aid Per Capita 1,283 1,368 85 6.6
Property Tax Equivalent ($) 4.20 4.28 0.08 18

2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Baltimore City for teachers, librarians, community college faculty and local officials are estimated to be $40,259,000.

B. Estimated State Spending on Selected Health & Social Services



The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $24,434,000
Family Health and Primary Care 2,423,000
Geriatric and Children's Services 5,564,000
Menta Health 73,999,000
Prevention and Disease Control 4,807,000
Developmental Disabilities 30,133,000
AIDS 371,000
i Vil
Homeless Services 2,336,000
Women's Services 1,269,000
Adult Services 1,442,000
Child Welfare Services 21,337,000
ior Citiz Vi
Long-Term Care 1,853,000
Community Services 867,000

C. Selected State Grantsfor Capital Projects

Public Schoal
Abbottston Elem. #15/Stadium School #15 - construction 1,038,000
Curtis Bay Elementary School #207 - renovations (window) 464,000
Fort Worthington Elementary School #85 - renovs (window) 385,000
Gwynn Falls Elementary School #60 - renovations (boiler) 225,000
Harford Heights Elementary School #36 - renovs (chiller) 465,000
Highlandtown Elementary School #237 - construction 3,217,000
James Mosher Elementary School #144 - construction 6,463,000
Liberty Elementary School #64 - renovations (window) 223,000
Matthew Henson Elementary School #29 - renovs (window) 482,000
Merganthaler High School #410 - construction 4,424,000
Sarah M. Roach Elementary School #73 - renovs (mechanical) 263,000
Southwestern High School #412 - renovations (chiller) 712,000
ommuni tal Hea dicti | Disabiliti
East Baltimore Comm. Corp. Reflective Treatment Ctr. - construction 122,000
Health Care for the Homeless - renovate facility 311,000
Park Heights Community Alliance - construct facility 1,600,000
Adult Day Care Centers
Levindale Hebrew Geriatric Center & Hospital, Inc. - renovate 405,000
mpr ive Fl M Progr
Lower Gwynns Falls - levee 677,250
Maisel Street - acquisition 10,176
Waterway |mprovement
Baltimore City Fire Dept. - fire boat station/equipment 50,000
Baltimore Marine Unit - Boston Whaler & motors 50,000
Inner Harbor Marina - upgrade piers and utilities 150,000
Liberty Reservoir - upgrade boat ramp 25,000
Living Classrooms - Marina Railway at Maritime Park 275,000
Museum of Industry - transient boat access pier 150,000
Other Projects
Baltimore City Revitalization Projects 7,000,000
Baltimore Museum of Art - Lucas art collection 850,000
Baltimore Zoo - redevelopment projects 4,750,000
BSO - Joseph Meyerhoff Symphony Hall (HB 524) 500,000
College of Notre Dame - renovations and upgrades 2,000,000
Concord Apartments (HB 136) 750,000
Deaton Specialty Hospital and Home (HB 456) 130,000
Delta Center (HB 1286) 225,000
East Baltimore Community Recreation & Learning Center (HB 1282) 500,000
Eleanor E. Hooper Adult Day Care Center (HB 1320) 200,000
Eubie Blake National Jazz Institute & Cultural Center (SB 409) 75,000
Forest Park Clubhouse (HB 593) 500,000

Frederick Douglass-1saac Myers Maritime Park 1,000,000



Good Samaritan Hospital of Maryland (HB 174) 500,000

Great Blacks in Wax Museum 750,000
Hearing and Speech Agency (SB 461) 200,000
vy Family Support Center (SB 549) 225,000
Johns Hopkins School of Hygiene and Public Health 2,067,000
Johns Hopkins School of Medicine - research building 7,933,000
Johns Hopkins Bayview Medical Center (HB 52) 500,000
Kennedy Krieger Inst. - Career & Technology High School 2,000,000
Loyola College Maryland Hall (SB 402) 1,800,000
Marvellous Works Outreach Center (HB 1016) 300,000
Maryland Science Center - expansion 4,000,000
Mercy Medical Center (HB 1287) 1,000,000
National Aquarium in Baltimore 3,000,000
National Research & Training Institute for the Blind 1,000,000
New Shiloh Multipurpose Center (HB 1055) 1,000,000
Outward Bound Leakin Park Project (SB 550) 500,000
Park Heights Golf Range & Family Sports Complex 500,000
Patterson Park Community Development Corporation 200,000
Peabody Institute of Johns Hopkins University (SB 741) 3,000,000
Pimlico Road Arts and Community Center (SB 623) 750,000
Saratoga Center (HB 1404) 100,000
Star Spangled Banner Flag House and 1812 Museum (SB 319) 700,000
Strathdale Manor - demolition 1,000,000
Theodore Roosevelt Recreation Center (HB 789) 200,000
USA Educational/Cultural Foundation (SB 90) 50,000
Walters Art Museum (SB 385) 385,000

D. Capital Projectsfor State Facilitiesin the City
Baltimore City Community College

Liberty Campus - renovate main building 1,460,000
D m f E ion
State Library Resource Center - construct addition 1,033,000
. .
Campuswide - site improvements 2,252,000
Community Center & Pedestrian Bridge - construction 1,192,000
Library - construction 1,962,000
Northwood Property - acquisition 300,000
Science Research Building with Greenhouse - construction 5,960,000
) . [
Coppin State - Lutheran Hospital acquisition/demolition 800,000
Coppin State - dining facilities 5,000,000
Coppin State - Miles Connor Building renovation 1,500,000
Coppin State - telecommunications upgrade 3,500,000
UMD at Baltimore - Campus Center Building 2,600,000
UMD at Baltimore - Dental School Building construction 14,000,000
UMD at Baltimore - Health Sciences Research Facility 11 17,746,000
UMD at Baltimore - Law School and Marshall Law Library 5,800,000
UMD at Baltimore - renovate Howard Hall 855,000
UMD at Baltimore - temporary building #2 4,400,000
Univ. Baltimore - 1300 N. Charles Street renovation 215,000
Univ. Baltimore - Charles Hall/Annex renovation 1,325,000
Other.
UMD Medical System - diagnostic & treatment facilities 12,000,000

Baltimor e County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 175,779 181,405 5,626 32
Compensatory Education 6,534 6,695 161 25
School Transportation 14,150 15,279 1,129 8.0
Special Education 15,563 17,298 1,735 111
Limited English Proficiency Grants 2,092 2,310 219 10.5

Targeted Poverty Grants 4,998 5,020 21 04



Extended Elementary 1,190 1,190 0 0.0

Aging Schools 2,940 2,940 0 0.0
Class Size Initiative 1,219 1,562 344 28.2
Early Education Initiative 0 1,671 1,671 na
Teacher Development/Mentoring Grants 9,581 9,573 (8) (0.1)
Teacher's Salary Grant 3,243 8,230 4,987 153.8
Academic Intervention 1,236 1,992 756 61.2
Other Education Aid 8,276 8,762 485 5.9
Primary & Secondary Education 246,800 263,926 17,126 6.9
Libraries 3,236 3,408 172 53
Community Colleges 30,173 32,942 2,769 9.2
Health Formula Grant 6,517 6,810 293 45
Transportation 35,036 35,624 587 17
Police and Public Safety 9,714 9,262 (452) (4.7)
Fire and Rescue Aid 1,211 1,211 0 0.0
Recreation and Natural Resources 4,844 5,768 924 191
Utility Property Tax Grants 897 1,795 897 100.0
Other Direct Aid 50 50 0 0.0
Total Direct Aid 338,480 360,796 22,316 6.6
Aid Per Capita 464 493 29 6.2
Property Tax Equivalent ($) 0.78 0.82 0.03 4.1

2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behaf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Baltimore County for teachers, librarians, community college faculty and local officials are estimated to be $45,737,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and social servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

H h Vi
Alcohol and Drug Abuse $3,790,000
Family Health and Primary Care 435,000
Geriatric and Children's Services 1,393,000
Mental Health 27,529,000
Prevention and Disease Control 4,304,000
Developmental Disabilities 36,086,000
AIDS 53,000

i \i]
Homeless Services 237,000
Women's Services 667,000
Adult Services 347,000
Child Welfare Services 3,219,000
Long-Term Care 1,103,000
Community Services 322,000

C. Selected State Grantsfor Capital Projects

Public Schoals
Battle Monument School - renovations (plumbing) 469,000
Catonsville Alternative School - wiring 221,000
Franklin High School - science facilities 810,000
Golden Ring Middle School - renovations (roof) 170,000
Kenwood High School - renovations (roof) 496,000
Patapsco High School - renovations (roof) 938,000
Patapsco High School - science facilities 265,000
Perry Hall High School - renovations (roof) 615,000
Rosedale School - wiring 247,000
Ruxton Center - renovations (windows) 110,000
Stoneleigh Elementary School - construction 420,000
White Oak School - renovations (heating) 521,000

Baltimore Community College
Catonsville - Hot/Chilled Water Facility 132,000



Essex - Humanities and Arts Building 95,000

Systemwide - telecommunications infrastructure 2,300,000
Adult Day Care Centers
ReVisions Behavioral Health Systems, Inc. - renovate 412,000
Chesapeake Bay Water Quality Loan
Revere Park - retrofit and restoration 60,000
Shetland Hills - stream restoration 40,000
Waterway | mprovement
Bird River Railroad Creek - channel dredging 50,000
Brown Cove - channel dredging 40,000
Chesapeake Village Park - boat ramp & boardwalk 125,000
Chesterwood - design for boat ramp and pier 75,000
Gunpowder Dundee Creek Marina - dredging 150,000
Gunpowder Dundee Creek Marina - pave boat storage area 25,000
Middle River Vol. Ambulances - dive team equipment 50,000
Rocky Point, Inverness - ADA access 50,000
Seneca Creek Gooseharbor - channel dredging 300,000
Other Projects
Chesapeake Village Park 1,000,000
Holt Park 500,000
MD School for the Blind Emergency Panic Alarm System (HB 794) 75,000
Perry Hall Mansion (SB 501) 400,000
Southwest Park 250,000
Sudbrook Park 250,000
The Arrow Project (HB 197) 250,000
The Community Learning Center (SB 140) 250,000
The Wellness Community-Baltimore (SB 193) 500,000
D. Capital Projectsfor State Facilitiesin the County
Department of Natural Resources
Gunpowder Falls State Park - Hammerman Beach Svc. Bldg. 265,000
Northern Central Rail Trail - repair bridges 157,000
Gunpowder Falls State Park - river debris removal 125,000
Patapsco Valley State Park - small boat launches 30,000
Maryland Environmental Service
Rosewood Hospital Center - water/sewer improvements 295,000
Maryl Poali
State Police Crime Lab - construction 1,306,000
N [
Baltimore County - Chemistry/Physics Building 17,446,000
Baltimore County - Information Tech/Engineering Building 32,431,000
Baltimore County - Public Policy Institute Building 17,542,000
Towson University - 7800 Y ork Road 3,011,000
Towson University - Burkshire Dining Room/Pub expansion 60,000
Towson University - convert Union Bowling to Cybercafe 750,000
Towson University - Fine Arts Building addition/renovate 27,443,000
Towson University - interim fitness center 2,850,000
Towson University - Newell Dining renovation 1,800,000
Towson University - Prettyman/Scarborough HVAC 150,000
Towson University - Regiona Sports Complex construction 11,750,000
Towson University - Residence Tower window replacement 150,000
Towson University - Towson Run dining 3,000,000

Calvert County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 32,379 35316 2,938 9.1
Compensatory Education 802 876 74 9.3
School Transportation 2,160 2,380 220 10.2
Specia Education 1,157 1,248 91 7.9
Limited English Proficiency Grants 39 28 (11) (27.6)
Targeted Poverty Grants 399 405 6 1.6

Extended Elementary 454 454 0 0.0



Aging Schools 65 65 0 0.0

Class Size Initiative 178 246 68 38.1
Early Education Initiative 0 354 354 na
Teacher Development/Mentoring Grants 122 122 0 0.0
Teacher's Salary Grant 0 617 617 na
Academic Intervention 562 644 82 14.5
Other Education Aid 412 352 (60) (14.5)
Primary & Secondary Education 38,728 43,108 4,380 113
Libraries 282 304 22 7.8
Community Colleges 950 1,066 116 12.3
Health Formula Grant 455 517 63 13.8
** Transportation 4,827 4,922 95 2.0
** Police and Public Safety 681 698 16 2.4
** Fire and Rescue Aid 200 200 0 0.0
Recreation and Natural Resources 430 513 83 19.2
Utility Property Tax Grants 3,048 6,097 3,048 100.0
Tota Direct Aid 49,601 57,425 7,824 15.8
Aid Per Capita 633 712 79 125
Property Tax Equivalent ($) 0.84 0.97 0.13 15.3

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Calvert County for teachers, librarians, community college faculty and local officials are estimated to be $5,964,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $471,000
Family Health and Primary Care 30,000
Geriatric and Children's Services 305,000
Mental Health 2,883,000
Prevention and Disease Control 424,000
Developmental Disabilities 4,242,000
Social Services
Homeless Services 33,000
Women's Services 179,000
Adult Services 50,000
Child Welfare Services 449,000
Senior Citizen Services
Long-Term Care 105,000
Community Services 26,000

C. Selected State Grantsfor Capital Projects

Public School
Calvert High School - renovations (fire alarm) 192,000
Northern Middle School - renovations (boiler) 53,000
Patuxent High School - relocatable classrooms 28,000
College of Southern Maryland
LaPlata- Physical Education Building 1,650,000
Leonardtown - equip 850,000
Prince Frederick - construct new academic complex 8,236,000
North Beach Senior Center 600,000

omprenens

Hollowing Point Mobile Home Park 37,500

Waterway | mprovement
Breezy Point - jetty groin 50,000
Chesapeake Beach - expand parking lot 50,000

Chesapeake Beach - fish cleaning station 50,000



North Beach - comfort station 50,000

North Beach - pier and 15 dlips 50,000
Solomon's - expand parking lot 50,000
Other Projects
Calvert Animal Shelter and Education Center (SB 497) 75,000
Chesapeake Beach Railway Trail (SB 866) 250,000
Community Learning Center (SB 584) 400,000
The Boys and Girls Clubs of Southern MD (HB 605) 100,000
Twin Beach Community Health Center (HB 478) 150,000

D. Capital Projectsfor State Facilitiesin the County
Department of Natural Resources
Calvert Cliffs State Park - roads and parking 62,000

Caroline County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 15,140 15,272 131 0.9
Compensatory Education 1,055 1,065 10 1.0
School Transportation 1,345 1,463 118 8.7
Special Education 507 508 1 0.2
Limited English Proficiency Grants 88 121 34 385
Targeted Poverty Grants 624 604 (20) 3.2
Extended Elementary 351 351 0 0.0
Adging Schools 85 85 0 0.0
Class Size Initiative 61 7 17 275
Early Education Initiative 0 201 201 na
Teacher Development/Mentoring Grants 529 529 0 0.0
Teacher's Salary Grant 189 703 514 272.0
Academic Intervention 457 490 33 7.2
Other Education Aid 984 934 (49) (5.0)
Primary & Secondary Education 21,415 22,405 990 4.6
Libraries 210 220 9 45
Community Colleges 798 919 121 15.2
Health Formula Grant 669 777 108 16.1
** Transportation 4,122 4,207 85 21
** Police and Public Safety 315 319 4 11
** Fire and Rescue Aid 200 200 0 0.0
Recreation and Natural Resources 187 223 37 19.6
Disparity Grant 2,171 2,316 145 6.7
Total Direct Aid 30,087 31,586 1,498 5.0
Aid Per Capita 996 1,036 39 3.9
Property Tax Equivalent ($) 2.39 234 (0.05) (1.9)

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Caroline County for teachers, librarians, community college faculty and local officials are estimated to be $2,166,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 allocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $328,000
Family Health and Primary Care 146,000
Geriatric and Children's Services 330,000
Mental Health 1,828,000
Prevention and Disease Control 207,000

Developmental Disabilities 1,521,000



AIDS 60,000

Social Services
Homeless Services 55,000
Women's Services 356,000
Adult Services 40,000
Child Welfare Services 348,000
Senior Citizen Services
Long-Term Care 158,000
Community Services 96,000

Note: Women's services funding supports servicesin Caroline, Dorchester, Kent, Queen Anne's, and Tabot counties. Senior citizen services funding supports services
in Caroline, Kent, and Talbot counties.

C. Selected State Grantsfor Capital Projects

Public School
Greensboro Elementary School - renovations (chiller) 240,000
Greensboro Elementary School Wellness Center - construction 126,000
Lockerman Middle School - renovations (chiller) 195,000
North Caroline High School - construction 5,000,000
Chesapeake College
Learning Resource Center - equip 970,000
Chesapeake Bay Water Quality L oan
Federalsburg WWTP - nutrient removal 50,000
Goldsboro Wastewater Facilities 100,000
mpr ive Fl M t Progr
Federalsburg - acquisition 5,095
Waterway | mprovement
Choptank Marina - additional boat slips 25,000
Crouse Park, Denton - boat ramp parking 35,000
Federa sburg Marina - improvements 16,600
Other Projects
Adkins Arboretum (HB 467) 300,000
The Benedictine School (HB 552) 100,000

Carroll County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

FY 2001 FEY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 62,773 63,603 830 13
Compensatory Education 1,203 1,217 14 11
School Transportation 4477 4,818 341 7.6
Special Education 3,705 3,971 265 7.2
Limited English Proficiency Grants 142 116 (26) (18.1)
Targeted Poverty Grants 487 472 (16) 3.2
Extended Elementary 172 172 0 0.0
Aging Schools 385 385 0 0.0
Class Size Initiative 311 402 92 295
Early Education Initiative 0 665 665 na
Teacher Development/Mentoring Grants 199 207 8 40
Teacher's Sdary Grant 895 1,948 1,053 117.7
Academic Intervention 309 527 219 70.8
Other Education Aid 952 805  (147) (15.5)
Primary & Secondary Education 76,009 79,308 3,299 4.3
Libraries 768 802 34 4.4
Community Colleges 4,190 4,688 498 119
Health Formula Grant 1,607 1,789 182 113
** Transportation 11,040 11,229 189 17
** Police and Public Safety 1,502 1,522 20 13
** Fire and Rescue Aid 256 256 0 0.0
Recreation and Natural Resources 966 1,154 188 19.4
** Other Direct Aid 0 100 100 na
Total Direct Aid 96,338 100,847 4,509 4.7
Aid Per Capita 607 624 16 2.7

Property Tax Equivalent ($) 1.05 1.05 0.00 (0.9



** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Carroll County for teachers, librarians, community college faculty and local officias are estimated to be $9,963,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of

services funded by the State.

Health Services
Alcohol and Drug Abuse $1,360,000
Family Health and Primary Care 199,000
Geriatric and Children's Services 335,000
Mental Health 4,994,000
Prevention and Disease Control 813,000
Developmental Disabilities 8,165,000
AIDS 60,000
. )
Homeless Services 73,000
Women's Services 237,000
Adult Services 45,000
Child Welfare Services 839,000
Senior Citizen Services
Long-Term Care 239,000
Community Services 48,000
C. Selected State Grantsfor Capital Projects
Public Schools
Gateway School - construction 2,458,000
Northwest Middle School - renovations (roof) 527,000
Carroll Community College
Classroom Building #3 - equip 500,000
South Carroll Senior Center 174,625
Water Supply Assistance L oan
Union Bridge - water system 222,375
Waterway | mprovement
Piney Run Park - ADA pier railing 7,000
Other Projects
Arts Council Theater Rehabilitation (HB 1011) 200,000
Historical Society of Carroll County (HB 1012) 200,000
D. Capital Projectsfor State Facilitiesin the County
) )
Springfield Hospital Center - water/sewer improvements 550,000
Department of Health & Mental Hygiene
Springfield Hospital Center - electrical dist. system 480,000
Springfield Hospital Center - food service center 4,514,000
Maryland State Police
North East Barrack - construction 4,675,000
D m f Public Saf rrection
Central Laundry Facility - renovate kitchen/dining 4,688,000
Public Safety Training Center - renovate/construct 22,173,000
Cecil County

A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 FY 2002 $Diff. % Diff.
$in Thousands
Current Expense Aid 37,252 38,890 1,638 4.4




Compensatory Education 1,745 1,791 46 2.6

School Transportation 2,511 2,759 248 9.9
Special Education 1,728 1,814 86 5.0
Limited English Proficiency Grants 86 94 8 9.4
Targeted Poverty Grants 722 719 ?3) (0.4)
Extended Elementary 810 810 0 0.0
Aging Schools 355 355 0 0.0
Class Size Initiative 182 240 58 316
Early Education Initiative 0 490 490 na
Teacher Development/Mentoring Grants 226 226 0 0.0
Teacher's Salary Grant 1,067 2,443 1,377 129.0
Academic Intervention 241 342 100 41.6
Other Education Aid 508 356  (152) (29.9)
Primary & Secondary Education 47,431 51,328 3,896 8.2
Libraries 439 471 31 7.1
Community Colleges 3,145 3,414 269 8.6
Health Formula Grant 1,027 1,197 170 16.5
** Transportation 6,281 6,424 143 23
** Police and Public Safety 839 855 16 19
** Fire and Rescue Aid 204 204 0 0.0
Recreation and Natural Resources 497 592 95 19.1
Tota Direct Aid 59,864 64,484 4,620 7.7
Aid Per Capita 686 725 40 5.8
Property Tax Equivalent ($) 128 133 0.05 4.0

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Cecil County for teachers, librarians, community college faculty and local officials are estimated to be $5,877,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and social servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $761,000
Family Health and Primary Care 204,000
Geriatric and Children's Services 345,000
Mental Health 4,199,000
Prevention and Disease Control 550,000
Developmental Disabilities 4,420,000
AIDS 60,000
Ci Vil
Homeless Services 41,000
Women's Services 58,000
Adult Services 57,000
Child Welfare Services 1,058,000
ior Citiz Vi
Long-Term Care 125,000
Community Services 44,000

C. Selected State Grantsfor Capital Projects

Publi hool
Charlestown Elementary School - construction 2,993,000
Chesapeake City Elementary School - renovations (roof) 245,000
North East High School - renovations (HVAC) 1,070,000
Providence School - wiring 52,000
. .
Elkton Center 503,000
Chesapeake Bay Water Quality L oan
Elkton WWTP - nutrient removal 468,000

Comprehensive Flood M anagement Program



Elkton - feasability study 102,428

Farr Creek - acquisition 37,500
Waterway | mprovement
Charlestown - dredging 30,000
Chesapeake City North Side - boat access pier 50,000
Perryville - boat ramp parking lot paving 20,000
Perryville - transient boat access pier 25,000
Port Deposit - construct transient pier 47,000
River Point Landing - boat ramp and parking 50,000
Hazardous Substance Cleanup Program
Elkton - Dwyer Site 750,000
Other Projects
Hollingsworth House (HB 1023) 200,000

D. Capital Projectsfor State Facilitiesin the County
D tment of Natural R r

Elk Neck State Park - dam rehabilitation 130,000

Elk Neck State Park - renovate Bowers Center & Carriage House 105,000

Elk Neck State Park - construct small boat launch 15,000

Elk Neck State park - renovate marina restrooms 19,000
. .

Elk Neck State Park - improve water distribution system 710,000

Charles County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 FY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 50,648 54,969 4,321 85
Compensatory Education 1,784 1,903 119 6.7
School Transportation 4,727 5,216 489 10.3
Specia Education 3,604 3,841 236 6.6
Limited English Proficiency Grants 151 158 7 45
Targeted Poverty Grants 997 1,020 23 23
Extended Elementary 1,070 1,070 0 0.0
Aging Schools 65 65 0 0.0
Class Size Initiative 246 313 68 275
Early Education Initiative 0 521 521 n.a
Teacher Development/Mentoring Grants 413 413 0 0.0
Teacher's Sdlary Grant 749 1,771 1,022 136.4
Academic Intervention 670 810 140 20.9
Other Education Aid 1,094 943 (151 (13.8)
Primary & Secondary Education 66,219 73,013 6,794 10.3
Libraries 595 645 51 85
Community Colleges 4,708 5,285 577 12.3
Health Formula Grant 1,284 1,441 157 12.2
** Transportation 7,515 7,914 399 53
** Police and Public Safety 1,193 1,126 (67) (5.6)
** Fire and Rescue Aid 224 224 0 0.0
Recreation and Natural Resources 874 1,044 170 19.4
Utility Property Tax Grants 1,261 2523 1,261 100.0
Total Direct Aid 83,874 93,216 9,342 111
Aid Per Capita 667 728 61 9.1
Property Tax Equivalent ($) 111 121 0.11 9.7

** Municipa governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Charles County for teachers, librarians, community college faculty and local officials are estimated to be $8,604,000.

B. Estimated State Spending on Selected Health & Social Services
The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and social servicesin the

counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 allocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of



prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $842,000
Family Health and Primary Care 197,000
Geriatric and Children's Services 351,000
Mental Health 4,248,000
Prevention and Disease Control 639,000
Developmental Disabilities 6,678,000
AIDS 127,000
} .
Homeless Services 81,000
Women's Services 151,000
Adult Services 66,000
Child Welfare Services 1,235,000
Long-Term Care 147,000
Community Services 42,000

C. Selected State Grantsfor Capital Projects

Public Schoals
La Plata High Schooal - relocatable classrooms 65,000
Piccowaxen Middle School - renovations (sewer) 325,000
Thomas Stone High School - relocatable classrooms 65,000
Westlake High School - relocatable classrooms 65,000
College of Southern Maryland
LaPlata- Physical Education Building 1,650,000
Leonardtown - equip 850,000
Prince Frederick - construct new academic complex 8,236,000
mmunity M Health/Addictions/D m Disabiliti
Spring Dell Center, Inc. - construct facility 1,318,000
Chesapeake Bay Water Quality L oan
Indian Head WWTP - nutrient removal 165,000
Mattawoman WWTP - nutrient removal 1,000,000
Waterway | mprovement
Cobb Island VFD & EMS - water rescue boat 50,000
Cockhold Creek and Piney Branch - dredging 25,000
Hatton Creek - boat ramp 50,000
Indian Head - concession and comfort station 50,000
Indian Head - new ramp and parking 50,000
Mallow Bay/Wilson Farm - ramp 50,000
Mallow Bay/Wilson Farm - road and parking 25,000
Marbury VFD - additional equipment and motors 50,000
Nanjemoy Creek - dredging 25,000
Other Projects
Boys and Girls Clubs (HB 694) 50,000
Henry E. Lackey High School Swimming Pool Complex (SB 574) 900,000
Lions Camp Merrick (SB 573) 150,000
Old Waldorf School Community Center & Head Start (HB 1198) 200,000

D. Capital Projectsfor State Facilitiesin the County
Department of Natural Resour ces

Smallwood State Park - replace electrical system & water lines 150,000
nivers f Maryl
College Park - MFRI Southern MD Regiona Training Center 1,018,000

Dorchester County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.

$in Thousands
Current Expense Aid 12,066 11,713  (354) (2.9
Compensatory Education 1,106 1,096 (12) (1.0
School Transportation 1,333 1,438 105 7.9



Special Education 494 493 @) ©.2)

Limited English Proficiency Grants 72 60 (12) (17.0)
Targeted Poverty Grants 561 558 ?3) (0.6)
Extended Elementary 412 412 0 0.0
Aging Schools 65 65 0 0.0
Class Size Initiative 54 69 15 26.9
Early Education Initiative 0 125 125 na
Teacher Development/Mentoring Grants 295 303 8 2.7
Teacher's Salary Grant 365 842 477 130.7
Academic Intervention 456 504 48 105
Other Education Aid 611 518 (92) (15.1)
Primary & Secondary Education 17,891 18,196 305 17
Libraries 183 194 10 5.6
Community Colleges 725 835 110 15.2
Health Formula Grant 572 644 72 125
** Transportation 4,705 4,799 Y] 2.0
** Police and Public Safety 372 361 (12) (3.0
** Fire and Rescue Aid 215 215 0 0.0
Recreation and Natural Resources 160 192 32 19.8
Disparity Grant 1,669 1,928 260 15.6
Utility Property Tax Grants 94 187 94 100.0
Total Direct Aid 26,586 27,552 965 3.6
Aid Per Capita 898 934 36 4.0
Property Tax Equivalent ($) 175 1.76 0.01 0.5

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Dorchester County for teachers, librarians, community college faculty and local officias are estimated to be $2,048,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and social servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $698,000
Family Health and Primary Care 189,000
Geriatric and Children's Services 334,000
Mental Health 1,833,000
Prevention and Disease Control 282,000
Developmental Disabilities 1,448,000
AIDS 189,000
Social Services
Homeless Services 40,000
Women's Services 356,000
Adult Services 60,000
Child Welfare Services 513,000
ior Citiz Vi
Long-Term Care 206,000
Community Services 235,000

Note: Women's services funding supports servicesin Caroline, Dorchester, Kent, Queen Anne's, and Talbot counties. Senior citizen services funding supports services
in Dorchester, Somerset, Wicomico, and Worcester counties.

C. Selected State Grantsfor Capital Projects

Public Schoals
Cambridge-South Dorchester High School - renovations (HVAC) 832,000
Mace's Lane Middle Schooal - construction 5,500,000
North Dorchester High School - science facilities 637,000
Chesapeake College
Learning Resource Center - equip 970,000

Chesapeake Bay Water Quality L oan
Hurlock WWTP - nutrient removal 1,600,000



Secretary - sewer improvements 200,000

W ly Assi L
Hurlock - water system 310,291
Waterway |mprovement
Bestpitch - boat ramp overlay 30,000
Cambridge City Yacht Basin - fire pump and eguipment 15,000
Cambridge City Yacht Basin - upgrade 500,000
Cambridge Franklin St. - ADA compliance at restrooms 7,500
Cambridge Franklin St. - replace sheeting 25,000
Elliots Island - timber jetty replacement 70,000
Hurst Creek - dredging 78,900
Kirwans Wharf - ramp bulkhead 40,000
Secretary Boat Ramp - replace ramp and dock 50,000
Shorters Wharf - complete boat ramp 25,000
Smithville - boat ramp overlay 20,000
Tedious Creek - jetty construction 75,000
Transguaking - boat ramp overlay 30,000
Vienna Waterfront Park - improvements 50,000

D. Capital Projectsfor State Facilitiesin the County

University System of Maryland
Center for Environ. Science - Aquaculture Ecology Lab 19,527,000

Frederick County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 78,414 81,931 3517 45
Compensatory Education 1,964 2,016 52 2.7
School Transportation 4,557 5,044 487 10.7
Special Education 3,301 3,462 161 49
Limited English Proficiency Grants 283 409 126 443
Targeted Poverty Grants 984 974 9) (1.0
Extended Elementary 812 812 0 0.0
Aging Schools 85 85 0 0.0
Class Size Initiative 413 555 142 343
Early Education Initiative 0 755 755 na
Teacher Development/Mentoring Grants 352 344 8) (2.3)
Teacher's Salary Grant 1,200 2,680 1,479 123.2
Academic Intervention 757 1,012 255 337
Other Education Aid 1,062 960 (102 (9.6)
Primary & Secondary Education 94,183 101,038 6,855 7.3
Libraries 829 854 25 31
Community Colleges 5,240 6,029 790 151
Health Formula Grant 1,951 2,154 203 104
** Transportation 14,693 15,075 382 2.6
** Police and Public Safety 1,962 2,007 45 23
** Fire and Rescue Aid 345 345 0 0.0
Recreation and Natural Resources 1,023 1,215 193 18.8
Total Direct Aid 120,226 128,718 8,493 71
Aid Per Capita 607 638 31 5.2
Property Tax Equivalent ($) 0.97 1.01 0.04 4.0

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Frederick County for teachers, librarians, community college faculty and local officials are estimated to be $13,215,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of



services funded by the State.

Alcohol and Drug Abuse

Family Health and Primary Care
Geriatric and Children's Services
Mental Health

Prevention and Disease Control
Developmental Disabilities
AIDS

Homeless Services
Women's Services
Adult Services

Child Welfare Services

Senior Citizen Services

Long-Term Care
Community Services

C. Selected State Grantsfor Capital Projects

Public Schoals

Brunswick High School - renovations (boiler)

Career and Technology Center - renovations (electric)
Catoctin High School - construction

Central County High School - construction

Frederick High School - renovations (HVAC)

Gov. Thomas Johnson High School - construction
Linganore High School - renovations (roof)

New Market Elementary School - renovations (electric)
New Midway Elementary School - renovations (electric)
Oakdale Elementary School - construction

Oakdale Middle Schooal - construction

Spring Ridge Elementary School - renovations (electric)
Thurmont Elementary School - renovations (electric)
Thurmont Middle School - construction

Thurmont Primary School - construction

Twin Ridge Elementary School - renovations (electric)
Walkersville "B" High School - renovations (electric)
Walkersville High School - renovations (roof)
Woodsboro Elementary School - renovations (electric)
Yellow Springs Elementary School - renovations (HVAC)

. .

Arts & Student Center - renovate, Phase |
Campus roads/parking/walkways & athletic fields

Way Station, Inc. - acquire and renovate facility

Chesapeake Bay Water Quality L oan

Brunswick WWTP - nutrient removal

Waterway | mprovement

C&O Canal National Park - construct new boat ramp

Other Projects

American Red Cross (HB 981)

House Hospice (HB 792)

Mount St. Mary's College (HB 1028)

Weinberg Center for the Arts (HB 982)

D. Capital Projectsfor State Facilitiesin the County
Maryl Environm

Cunningham Falls State Park - water/sewer improvements

Other.
WFPT Transmitter - replacement
WFPT Transmitter - replacement (federal funds)

Garrett County

A. Direct Aid and Retirement Payments

$1,282,000
140,000
400,000
7,850,000
978,000
10,613,000
43,000

214,000
72,000
94,000

1,089,000

172,000
69,000

275,000
122,000
2,666,000
6,500,000
110,000
5,000,000
565,000
73,000
61,000
1,446,000
3,000,000
48,000
73,000
1,322,000
861,000
48,000
96,000
328,000
61,000
165,000

175,000
1,779,000

260,000
196,000

50,000

25,000

150,000
200,000
1,200,000
100,000

200,000

3,406,000
881,000



1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 11,782 11,995 213 18
Compensatory Education 1,182 1,202 19 16
School Transportation 1,710 1,844 134 7.8
Special Education 533 533 0 0.0
Targeted Poverty Grants 533 534 2 0.3
Extended Elementary 311 311 0 0.0
Aging Schools 85 85 0 0.0
Class Size Initiative 60 81 22 36.1
Early Education Initiative 0 140 140 na
Teacher Development/Mentoring Grants 187 187 0 0.0
Teacher's Salary Grant 164 420 256 156.1
Academic Intervention 126 154 28 225
Other Education Aid 429 428 2 (0.9
Primary & Secondary Education 17,104 17,916 812 4.7
Libraries 165 170 5 31
Community Colleges 2,321 2,325 5 0.2
Hesalth Formula Grant 489 576 87 17.7
** Transportation 5,319 5421 102 19
** Police and Public Safety 243 244 2 0.7
** Fire and Rescue Aid 200 200 0 0.0
Recreation and Natural Resources 199 239 40 20.1
Disparity Grant 2,585 3,000 414 16.0
Utility Property Tax Grants 6 12 6 100.0
Total Direct Aid 28,630 30,102 1,472 51
Aid Per Capita 974 1,024 50 51
Property Tax Equivalent ($) 151 154 0.03 18

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Garrett County for teachers, librarians, community college faculty and local officials are estimated to be $2,091,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $643,000
Family Health and Primary Care 219,000
Geriatric and Children's Services 380,000
Mental Health 2,292,000
Prevention and Disease Control 256,000
Developmental Disabilities 1,475,000
AIDS 2,000
. .
Homeless Services 64,000
Women's Services 48,000
Adult Services 19,000
Child Welfare Services 417,000
Senior Citizen Services
Long-Term Care 114,000
Community Services 60,000

C. Selected State Grantsfor Capital Projects

Public Schools
Friendsville Elementary School - renovations (roof) 213,000
Garrett Community College
Campus accessibility & HVAC improvements 200,000

Chesapeake Bay Water Quality L oan



Accident - sewer improvements 150,000

W ly Ass L
Keysers Ridge - water project 209,590
Oakland - water system 300,000
Other Projects
Garrett County Courthouse (HB 274) 300,000
Garrett County Memoria Hospital (SB 81) 1,600,000
D. Capital Projectsfor State Facilitiesin the County
Department of Natural Resources
Dan's Mountain WMA - construct road and building 78,000
Garrett County Amphitheater - design and construction 750,000
New Germany State Park - dam rehabilitation 220,000
Swallow Falls State Park - construct canyon trail 60,000
Other
WGPT Transmitter - replacement 1,365,000
WGPT Transmitter - replacement (federal funds) 510,000

Harford County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 87,624 90,095 2,471 2.8
Compensatory Education 2,655 2,723 68 2.6
School Transportation 5,829 6,335 506 8.7
Special Education 4,895 5,219 325 6.6
Limited English Proficiency Grants 147 427 279 189.5
Targeted Poverty Grants 1,319 1,293 (26) (1.9
Extended Elementary 850 850 0 0.0
Aging Schools 400 400 0 0.0
Class Size Initiative 448 603 156 34.8
Early Education Initiative 0 1,027 1,027 na
Teacher Development/Mentoring Grants 408 416 8 2.0
Teacher's Salary Grant 1,279 2,965 1,686 131.8
Academic Intervention 431 702 271 62.8
Other Education Aid 1,169 979  (190) (16.2)
Primary & Secondary Education 107,454 114,035 6,581 6.1
Libraries 1,114 1,175 61 55
Community Colleges 7,161 7,846 684 9.6
Health Formula Grant 2,484 2,660 176 7.1
** Transportation 12,866 13,110 244 1.9
** Police and Public Safety 2,189 2,151 (38) @7
** Fire and Rescue Aid 358 358 0 0.0
Recreation and Natural Resources 1,428 1,704 276 19.3
Utility Property Tax Grants 430 861 430 100.0
Tota Direct Aid 135,484 143900 8415 6.2
Aid Per Capita 605 634 29 438
Property Tax Equivalent ($) 111 114 0.03 2.7

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Harford County for teachers, librarians, community college faculty and local officials are estimated to be $14,448,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and social servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $1,103,000



Family Health and Primary Care
Geriatric and Children's Services
Mental Health

Prevention and Disease Control
Developmental Disabilities
AIDS

Homeless Services
Women's Services
Adult Services

Child Welfare Services

Long-Term Care
Community Services

C. Selected State Grantsfor Capital Projects

Aberdeen High School - construction

Aberdeen Middle School - renovations (HVAC)
Church Creek Elementary School - wiring
Emmorton Elementary School - wiring
Fountain Green Elementary School - wiring
Havre de Grace Elementary School - wiring
Homestead Elementary School - wiring

Ci

Magnolia Elementary School - renovations (roof)

itiz

Vil

h

Maryland Hall Nursing Wing & Science Annex - convert

New Maintenance Building - equip
Performing Arts Center

Chesapeake Bay Water Quality L oan

Havre de Grace WWTP - nutrient removal

Route 40 - stormwater management

Countywide SAV Study

Havre de Grace Y acht Basin - replace pier and piling

Swan Harbor - transient boat access pier
Tyding Island - shoreline protection

Willoughby Beach - renovate launching ramp

Bel Air Community Center (HB 211)
Havre de Grace Maritime Museum (HB 216)

Hosanna School (HB 342)

Ripken Stadium and Y outh Baseball Academy

h

Proj

D. Capital Projects for State Facilities in the County

Department of Natural Resour ces

Vi

Harford Community College
Chesapeake Center Office Wing - equip

Waterway |mprovement
Bush River - dredging feasibility study

Gunpowder Falls State Park - Hammerman Beach Svc. Bldg.

Susguehanna State Park - dam rehabilitation

A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

Current Expense Aid
Compensatory Education
School Transportation
Special Education

Limited English Proficiency Grants

Targeted Poverty Grants
Extended Elementary
Aging Schools

Class Size Initiative

Howard County

EY 2001 EY 2002
$in Thousands
69,815 73,843
1,184 1,207
5,778 6,457
5,203 5,585
1,435 1,608
700 702
255 255
65 65
508 667

262,000
516,000
6,227,000
1,196,000
11,639,000
5,000

41,000
329,000
73,000
1,350,000

321,000
67,000

5,000,000
361,000
143,000
148,000
146,000
149,000
186,000
339,000

145,000
680,000

45,000
400,000

2,293,365
123,750

50,000
25,000
175,000
5,000
25,000
65,000

100,000
50,000
186,000
3,000,000

265,000
150,000

$Diff. % Diff.
4,028 5.8
23 2.0
679 118
382 7.3
173 12.0

o

0.0

158 311



Early Education Initiative 0 552 552 na

Teacher Development/Mentoring Grants 547 555 8 15
Teacher's Salary Grant 1,486 3,324 1,838 1237
Academic Intervention 420 696 276 65.8
Other Education Aid 1,562 1,751 189 12.1
Primary & Secondary Education 88,959 97,267 8,308 9.3
Libraries 594 627 33 5.6
Community Colleges 7,658 8,707 1,049 13.7
Health Formula Grant 1,723 1,846 123 7.1
Transportation 13,065 13,441 376 29
Police and Public Safety 2,929 2,860 (69) (2.4)
Fire and Rescue Aid 374 374 0 0.0
Recreation and Natural Resources 2,545 3,032 487 191
Other Direct Aid 104 104 0 0.0
Total Direct Aid 117,950 128,257 10,307 8.7
Aid Per Capita 464 493 29 6.3
Property Tax Equivalent ($) 0.59 0.62 0.03 4.8

2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may aso be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Howard County for teachers, librarians, community college faculty and local officials are estimated to be $19,735,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and social servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Vi
Alcohol and Drug Abuse $943,000
Family Health and Primary Care 137,000
Geriatric and Children's Services 340,000
Mental Health 5,458,000
Prevention and Disease Control 888,000
Developmental Disabilities 13,682,000
AIDS 2,000

i \i]
Homeless Services 103,000
Women's Services 236,000
Adult Services 34,000
Child Welfare Services 1,036,000
Long-Term Care 301,000
Community Services 45,000

C. Selected State Grantsfor Capital Projects

Public Schools
Atholton Elementary School - construction 159,000
Atholton High School - construction 1,500,000
Centennia High School - construction 1,461,000
Clarksville Elementary School - construction 1,000,000
Deep Run Elementary School - wiring 87,000
Elkridge Elementary School - wiring 77,000
Ellicott Mills Middle School - construction 1,581,000
Forest Ridge Elementary School - wiring 69,000
Gateway Alternative School - construction 1,872,000
Mayfield Woods Middle School - wiring 102,000
Mount View Middle School - wiring 102,000
Patapsco Middle School - wiring 123,000
Reservoir High School (Eastern High #2) - construction 5,868,000
Rockburn Elementary School - wiring 72,000
Tridelphia Ridge Elementary School - construction 2,530,000
Waverly Elementary School - wiring 88,000

Howard Community College
Instructional Building - construction 9,484,000



Physical Education Building - construction & renovation 550,000

h Bay W ity L
The Bowl Pond - reconstruction 225,000
Wilde Lake Il - stream restoration 175,000
Comprehensive Flood Management Program
Elkridge - acquisitions 34,750
Waterway | mprovement
Centennial Lake - dredging design 20,000
Centennial Lake - replace bulkhead 5,000
Other Projects
Howard County Head Start Center 500,000
Norbel School (SB 348) 352,500
YMCA of Central Maryland 1,500,000

D. Capital Projectsfor State Facilitiesin the County
D tment of Health & Mental Hygi

Perkins Hospital - Rehabilitation Services Wing renovate 925,000
D m f Publi f rrection

Patuxent Institution - fire safety improvements 543,000
Kent County

A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 FY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 4,750 4,683 (67) (1.9)
Compensatory Education 228 231 3 14
School Transportation 894 966 72 8.1
Specia Education 353 351 2 (0.3
Limited English Proficiency Grants 36 48 12 338
Targeted Poverty Grants 191 190 (@) (0.6)
Extended Elementary 280 280 0 0.0
Aging Schools 65 65 0 0.0
Class Size Initiative 31 38 7 231
Early Education Initiative 0 44 44 na
Teacher Development/Mentoring Grants 120 120 0 0.0
Teacher's Salary Grant 78 280 202 257.6
Academic Intervention 421 433 12 2.8
Other Education Aid 333 267 (65) (19.6)
Primary & Secondary Education 7,779 7,998 218 2.8
Libraries 79 87 8 9.7
Community Colleges 387 446 59 15.2
Health Formula Grant 400 484 84 21.0
** Transportation 2,416 2,477 61 25
** Police and Public Safety 196 198 2 0.9
** Fire and Rescue Aid 207 207 0 0.0
Recreation and Natural Resources 121 144 23 18.8
Total Direct Aid 11,587 12,041 454 3.9
Aid Per Capita 600 621 20 34
Property Tax Equivalent ($) 0.87 0.88 0.01 10

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Kent County for teachers, librarians, community college faculty and local officials are estimated to be $1,197,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Vi



Alcohol and Drug Abuse $1,417,000

Family Health and Primary Care 149,000
Geriatric and Children's Services 277,000
Mental Health 1,177,000
Prevention and Disease Control 199,000
Developmental Disabilities 968,000
AIDS 60,000
i Vil
Homeless Services 2,000
Women's Services 356,000
Adult Services 16,000
Child Welfare Services 263,000
ior Citiz Vi
Long-Term Care 128,000
Community Services 96,000

Note: Women's services funding supports servicesin Caroline, Dorchester, Kent, Queen Anne's, and Talbot counties. Senior citizen services funding supports services
in Caroline, Kent, and Talbot counties.

C. Selected State Grantsfor Capital Projects

Public Schools
Garnett Elementary School - construction 183,000
Rock Hall Middle School - renovations (HVAC) 450,000
Chesapeake College
Learning Resource Center - equip 970,000
Community Mental Health/Addictions/Developmental Disabilities
Kent Center, Inc. - construct facility 169,000
h Bay W ity L
Chestertown WWTP - nutrient removal 50,000
Waterway | mprovement
Cannon Street - bulkhead 50,000
Cannon Street - dredging 150,000
Rock Hall - Pelorus Marina 450,000
Other Projects
Echo Hill Outdoor School, Inc. (HB 566) 300,000

D. Capital Projectsfor State Facilitiesin the County

Department of Natural Resources
Sassafras NRMA - day use area, phase |1 179,000

Montgomery County

A. Direct Aid and Retirement Payments
1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 108,597 121,264 12,668 117
Compensatory Education 4,298 4,533 234 55
School Transportation 14,733 16,522 1,789 12.1
Specia Education 15,683 16,721 1,038 6.6
Limited English Proficiency Grants 11,178 13,687 2,508 224
Targeted Poverty Grants 4,578 4,649 71 1.6
Extended Elementary 1,266 1,266 0 0.0
Aging Schools 1,170 1,170 0 0.0
Class Size Initiative 2,941 3334 393 134
Early Education Initiative 0 1,538 1,538 na
Teacher Development/Mentoring Grants 1,489 1,521 32 21
Teacher's Salary Grant 5,265 12,596 7,331 139.3
Academic Intervention 1,368 2,276 909 66.5
Other Education Aid 7,976 6,739  (1,238) (15.5)
Primary & Secondary Education 180,542 207,815 27,273 15.1
Libraries 1,951 2,066 115 5.9
Community Colleges 25,412 29,288 3,877 15.3
Health Formula Grant 3,865 4,646 781 20.2
** Transportation 36,082 36,672 590 16
** Police and Public Safety 14,187 13,985 (201) (1.4)

** Fire and Rescue Aid 1,304 1,304 0 0.0



Recreation and Natural Resources 6,461 7,711 1,250 19.3

Utility Property Tax Grants 1,383 2,766 1,383 100.0
Total Direct Aid 271,186 306,253 35,068 12.9
Aid Per Capita 312 349 37 11.8
Property Tax Equivalent ($) 0.35 0.38 0.03 9.6

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Montgomery County for teachers, librarians, community college faculty and local officials are estimated to be $68,094,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $3,235,000
Geriatric and Children's Services 1,265,000
Mental Health 20,402,000
Prevention and Disease Control 3,067,000
Developmental Disabilities 44,587,000
AIDS 203,000
: .
Homeless Services 422,000
Women's Services 303,000
Adult Services 303,000
Child Welfare Services 3,277,000
Long-Term Care 808,000
Community Services 192,000

C. Selected State Grantsfor Capital Projects

Public Schools
Ashburton Elementary School - wiring 77,000
Bannockburn Elementary School - wiring 85,000
Belmont Elementary School - wiring 85,000
Bradley Hills Elementary School - renovations (roof) 136,000
Bradley Hills Elementary School - wiring 85,000
Brooke Grove Elementary School - wiring 92,000
Burning Tree Elementary School - wiring 85,000
Burtonsville Elementary School - wiring 84,000
Candlewood Elementary School - wiring 106,000
Cedar Grove Elementary School - wiring 85,000
Cloverly Elementary School - wiring 85,000
Caoal. E. Brooks Lee Middle School - renovations (boiler) 125,000
Cold Spring Elementary School - wiring 85,000
Cresthaven Elementary School - relocatable classrooms 100,000
Damascus High School - relocatable classrooms 25,000
Damascus High School - renovations (boiler) 50,000
Damascus High School - renovations (roof) 137,000
Darnestown Elementary School - wiring 78,000
Diamond Elementary School - renovations (mechanical) 125,000
Diamond Elementary School - wiring 85,000
Dufief Elementary School - wiring 85,000
Fallsmead Elementary School - wiring 127,000
Fields Road Elementary School - renovations (boiler) 100,000
Francis Scott Key Middle School - relocatable classrooms 50,000
Gaithersburg High School - relocatable classrooms 50,000
Glen Haven Elementary School - construction 3,003,000
Goshen Elementary School - wiring 92,000
Greenwood Elementary School - wiring 85,000
J.T. Baker Middle School - construction 1,788,000

Jones Lane Elementary School - wiring 85,000



L. Rockwell Elementary School - wiring
Lakewood Elementary School - construction
Laytonsville Elementary School - wiring
Luxmanor Elementary School - wiring
Martin L. King Middle School - relocatable classrooms
Monocacy Elementary School - wiring
Montgomery Village Middle School - construction
Olney Elementary School - wiring
Poolesville Elementary School - renovations (mechanical)
Poolesville Elementary School - wiring
Potomac Elementary School - wiring
Rockville High School - construction
Rosemary Hills Elementary School - wiring
Sherwood Elementary School - wiring
Sherwood High School - renovations (roof)
Stone Mill Elementary School - wiring
Stonegate Elementary School - wiring
Thurgood Marshall Elementary School - wiring
Travilah Elementary School - wiring
Twinbrook Elementary School - renovations (roof)
W.T. Page Elementary School - construction
Wayside Elementary School - renovations (boiler)
Wayside Elementary School - wiring
Westbrook Elementary School - renovations (roof)
William Farquhar Middle School - renovations (mechanical)
Wood Acres Elementary School - construction
Woodfield Elementary School - wiring
Montgomery College

Rockville - Performing Arts Center
Takoma Park - Central Plant
Takoma Park - Health Sciences Building

. .

Baptist Home for Children and Families - renovation

Community Mental Health/Addictions/Developmental Disabilities

CHI Centers, Inc. - renovate facility
Jewish Foundation for Group Homes, Inc. - acquire homes

Adult Day Care Centers
Easter Seal Society for Disabled Children & Adults, Inc.

Rockville Senior Center

Chesapeake Bay Water Quality L oan

Blue Plains WWTP - nutrient removal
Durmont Oaks - stormwater management
Little Falls Il - stream restoration
Northwest Branch |1 - stream restoration
Poolesville WWTP - nutrient removal
Seneca WWTP - nutrient removal
Other Projects
Bethesda Academy of Performing Arts (HB 1293)
BlackRock Center for the Arts (SB 712)
Boys & Girls Clubs of Greater Washington (HB 867)
CASA of Maryland Employment & Training Center (HB 730)
Chelsea School
Gaithersburg Y outh Center (HB 410)
Glen Echo Park - restoration
Hillandale Center (SB 226)
Hospice Caring (SB 188)
Kensington Community Center
LaneKirkland Ctr. for Labor & Economic Advancement - Meany Ctr.
Liz Lerman Dance Exchange
Mental Health Association of Montgomery County (HB 400)
Montgomery & Prince George's Cos. Boys & Girls Homes (HB 1019)
Montgomery County Family Services
National Capital Trolley Museum
National Capital Trolley Museum (HB 166)
Olney Boys and Girls Club Community Park

92,000
3,126,000
85,000
85,000
50,000
85,000
7,574,000
85,000
200,000
85,000
85,000
10,579,000
92,000
85,000
113,000
92,000
85,000
84,000
77,000
307,000
1,934,000
100,000
85,000
140,000
125,000
93,000
85,000

10,000
397,000
12,848,000

853,234

446,000
225,000

1,000,000

99,375

3,250,000
262,500
70,000
175,000
250,000
4,000,000

150,000
350,000
500,000
100,000
250,000
250,000
3,000,000
100,000
50,000
125,000
1,000,000
250,000
100,000
100,000
250,000
100,000
100,000
100,000



Olney Boys and Girls Club Community Park (HB 250) 75,000

Olney Theatre 500,000
Olney Theatre (SB 249) 250,000
Penn Place (HB 388) 100,000
Pyramid Atlantic - Electronic Media, Art & Technology 100,000
Pyramid Atlantic - Electronic Media, Art & Technology (HB 204) 200,000
Rehabilitation Opportunities 100,000
Rehabilitation Opportunities (SB 388) 150,000
Rockville Science, Cultural & Business Resource Center 500,000
Round House Theater (HB 621) 800,000
Sandy Spring Slave Museum & African Art Gallery (HB 600) 75,000
Strathmore Hall Performing Arts Center 28,000,000
Takoma Park Community Learning Center 500,000
Takoma Park Cooperative School (HB 1017) 100,000
TheLink - Ages Place 50,000
TheLink - Ages Place (SB 176) 50,000
Wheaton Multi-Service Y outh Facility 175,000
Wheaton Multi-Service Y outh Facility (SB 611) 500,000
D. Capital Projectsfor State Facilitiesin the County
General Government
New District Court - Silver Spring 18,239,000
N

Biotechnology Institute - Center for Advanced Research 42,442,000
Shady Grove Educational Center 2,425,000
Shady Grove Educational Center - new garage 18,000,000

Prince George's County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 302,602 321,635 19,033 6.3
Compensatory Education 11,960 12,633 673 5.6
School Transportation 19,934 21,207 1,273 6.4
Specia Education 35,464 38,424 2,959 8.3
Limited English Proficiency Grants 7,292 7,946 653 9.0
Targeted Poverty Grants 11,991 12,481 490 41
Magnet/Effective Schools 16,100 16,100 0 0.0
Extended Elementary 1,732 1,732 0 0.0
Aging Schools 970 970 0 0.0
Class Size Initiative 1,565 2,142 577 36.9
Early Education Initiative 0 2616 2,616 na
Teacher Development/Mentoring Grants 6,530 6,514 (16) (0.2
Teacher's Salary Grant 4,575 11561 6,985 152.7
Academic Intervention 2,168 3697 1,529 70.5
Other Education Aid 10,398 10,756 358 34
Primary & Secondary Education 433,281 470,413 37,132 8.6
Libraries 4,672 4,908 236 5.0
Community Colleges 17,410 19136 1,726 9.9
Health Formula Grant 7,637 7,919 282 37
** Transportation 31,590 32,093 503 1.6
** Police and Public Safety 17,541 17,234  (307) (1.8)
** Fire and Rescue Aid 1,130 1,130 0 0.0
Recreation and Natural Resources 5,462 6,508 1,046 19.2
Disparity Grant 4,776 6,879 2,104 44.1
Utility Property Tax Grants 3,872 7,745 3,872 100.0
** Other Direct Aid 230 180 (50) (21.7)
Total Direct Aid 527,602 574,145 46,543 8.8
Aid Per Capita 665 718 53 8.0
Property Tax Equivalent ($) 1.30 1.40 0.10 7.4

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for



these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Prince George's County for teachers, librarians, community college faculty and local officials are estimated to be $48,905,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and social servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $8,255,000
Family Health and Primary Care 3,523,000
Geriatric and Children's Services 1,888,000
Mental Health 25,105,000
Prevention and Disease Control 3,116,000
Developmental Disabilities 40,398,000
AIDS 540,000
i Vil
Homeless Services 506,000
Women's Services 407,000
Adult Services 335,000
Child Welfare Services 4,025,000
ior Citiz Vi
Long-Term Care 667,000
Community Services 197,000

C. Selected State Grantsfor Capital Projects

Public Schoal
Beltsville Elementary School - renovations (boiler) 186,000
Berwyn Heights Elementary School - construction 3,031,000
Bladensburg High School - construction 6,000,000
Bowie High School - science facilities 177,000
Carmody Hills Elementary School - construction 358,000
Cheltenham Forest Elementary School - construction 1,696,000
East Central Middle School - construction 2,864,000
Edgar Allen Poe Elementary School - renovations (boiler) 143,000
Eleanor Roosevelt High School - science facilities 314,000
Fairmount Heights/Chapel Oaks Elementary - construction 3,261,000
Greater Capital Heights - construction 543,000
High Point High School - science facilities 209,000
Hil-Mar Elementary School - construction 1,256,000
John E. Howard Elementary School - renovations (roof) 433,000
Kenmoor Middle School - renovations (boiler) 186,000
Kettering Elementary School - renovations (roof) 352,000
Laurel High School - renovations (roof) 1,003,000
Nicholas Orem Middle School - renovations (boiler) 178,000
Oxon Hill Area Elem. School (Green Valley Elem.) - construction 2,000,000
Oxon Hill High School - renovations (roof) 1,068,000
Perrywood Elementary School - construction 248,000
Surrattsville High School - construction 610,000
University Park Elementary School - renovations (roof) 270,000
Accokeek Hall - renovate 160,000
Central Plant - replace heat/cooling distribution system 25,000
Physical Plant Building - replace systems 330,000
Student Center & Bladen/Lanham Halls - replace systems 670,000
Local Jail Loan
County Detention Center - 192-bed unit & central booking 354,000
County Detention Center - new administrative building 1,407,000
h Bay W ity L
Anacostia - stream restoration 135,000
Blue Plains WWTP - nutrient removal 3,250,000
Capitol Heights - stream stabilization 47,000
Oxon Run Drive - stormwater pollution control 120,000
Redwood Court - stream stabilization 50,000
Waterway |mprovement

Fort Washington Marina - general repairs 50,000



Other Projects
Bethel Recreation Center (HB 259)
BRAVA - Bowie Arts Center
Colmar Community Center
Doctors Community Hospital
Ebenezer Community Life Center (HB 288)
Fort Washington and Fort Foote Parks (SB 597)
Foundation School
Gateway Arts District
Hyattsville Municipal Annex (HB 620)
Kairos Senior Citizens Home (HB 1147)
Kettering Largo Boys & Girls Club Storage Facility (HB 1366)
Lake Arbor Recreation Center (HB 1294)
Montgomery & Prince George's Cos. Boys & Girls Homes (HB 1019)
Multiplex Recreational & Community Development Center (SB 871)
National Philippine Cultural Center (SB 814)
Pallotti Day Care Center (SB 223)
Palmer Park Boys and Girls Club (HB 756)
Southern Maryland Y outh Camp (HB 273)
Springhill Lake Recreation Center (SB 87)
Suitland Manor Revitalization

D. Capital Projectsfor State Facilitiesin the County

Department of Agriculture
Mosquito Laboratory
nivers f Maryl
Bowie State - construct new science building
Bowie State - site improvements
College Park - campus parking garages
College Park - Chemical & Nuclear Engineering Building
College Park - Chemistry Teaching Building
College Park - construct new arena
College Park - Health Center addition & renovation
College Park - Hornbake & McKeldin Libraries
College Park - Key & Taliaferro Halls
College Park - MD Fire & Rescue Institute Headquarters

Queen Anne's County

A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002

$in Thousands

Current Expense Aid 12,424 13,129
Compensatory Education 475 492
School Transportation 1,558 1,700
Special Education 585 615
Limited English Proficiency Grants 31 37
Targeted Poverty Grants 228 221
Extended Elementary 351 351
Aging Schools 85 85
Class Size Initiative 79 108
Early Education Initiative 0 148
Teacher Development/Mentoring Grants 264 264
Teacher's Salary Grant 195 468
Academic Intervention 465 519
Other Education Aid 576 524
Primary & Secondary Education 17,315 18,662
Libraries 146 159
Community Colleges 1,173 1,351
Health Formula Grant 536 618
** Transportation 4,594 4,686
** Police and Public Safety 376 387
** Fire and Rescue Aid 200 200
Recreation and Natural Resources 261 313
Total Direct Aid 24,601 26,376

Aid Per Capita 579 608

$ Diff.

705
17
142
31

7
™

o

29
148

272

(52)
1,346
13
178
82
92
11

53

1,775
29

250,000
500,000
100,000
2,000,000
100,000
100,000
1,000,000
1,000,000
400,000
150,000
150,000
100,000
100,000
140,000
100,000
300,000
200,000
100,000
300,000
3,000,000

150,000

1,200,000
4,000,000
9,100,000
405,000
3,860,000
25,300,000
8,050,000
1,445,000
350,000
1,440,000

% Diff.

57
35
9.1
52

220
(3.0)
0.0
0.0
36.7
n.a
0.0
1395
11.7
(9.0)
78
9.2
15.2
15.3
20
29
00
20.1
72
5.0



Property Tax Equivalent ($) 0.79 0.81 0.02 3.0
** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Queen Anne's County for teachers, librarians, community college faculty and local officials are estimated to be $2,674,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 allocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $493,000
Family Health and Primary Care 117,000
Geriatric and Children's Services 400,000
Mental Health 2,459,000
Prevention and Disease Control 434,000
Developmental Disabilities 2,193,000
AIDS 2,000
) )
Homeless Services 14,000
Women's Services 356,000
Adult Services 14,000
Child Welfare Services 353,000
Long-Term Care 108,000
Community Services 34,000

Note: Women's services funding supports servicesin Caroline, Dorchester, Kent, Queen Anne's, and Talbot counties.

C. Selected State Grantsfor Capital Projects

h Il
Learning Resource Center - equip 970,000
Grasonville Senior Center 43,000
Chesapeake Bay Water Quality | .oan
Centreville WWTP - nutrient removal 652,482
Kent Island WWTP - nutrient removal 200,000
Eish Passage Program
Jones Lake Dam Fishway (federal funds) 300,000
Waterway | mprovement
Corsica River - dredging reclamation 100,000
Goodhand's Creek 75,000
Kent Narrows - boat ramp 50,000
Matapeake - dredging design 75,000
Romancoke Pier - restrooms 30,000
Wells Cove - dredging reclamation 25,000
her Proj
Cray House (HB 466) 100,000
D. Capital Projectsfor State Facilitiesin the County
Other
Eastern Shore Higher Education Center 6,645,000
St. Mary's County
A. Direct Aid and Retirement Payments
1. Direct Aid/Shared Revenues
EY 2001 EY 2002 $Diff. % Diff.
$in Thousands
Current Expense Aid 33,219 34553 1,334 4.0
Compensatory Education 1,852 1,918 66 36

School Transportation 3,086 3,348 262 85



Special Education 2,069 2,132 63 31

Limited English Proficiency Grants 141 153 12 8.6
Targeted Poverty Grants 722 723 1 0.2
Extended Elementary 873 873 0 0.0
Aging Schools 85 85 0 0.0
Class Size Initiative 167 235 68 404
Early Education Initiative 0 370 370 na
Teacher Development/Mentoring Grants 190 190 0 0.0
Teacher's Salary Grant 510 1,229 719 141.0
Academic Intervention 549 658 109 19.8
Other Education Aid 360 342 (18) (4.9)
Primary & Secondary Education 43,823 46,809 2,986 6.8
Libraries 500 527 27 54
Community Colleges 1,327 1,490 163 12.3
Health Formula Grant 1,106 1,270 164 14.8
** Transportation 5,955 6,121 166 2.8
** Police and Public Safety 806 816 11 13
** Fire and Rescue Aid 200 200 0 0.0
Recreation and Natural Resources 485 577 91 18.9
Total Direct Aid 54,201 57,810 3,609 6.7
Aid Per Capita 587 614 27 4.6
Property Tax Equivalent ($) 1.08 111 0.03 2.7

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for St.
Mary's County for teachers, librarians, community college faculty and local officias are estimated to be $5,456,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $1,652,000
Family Health and Primary Care 136,000
Geriatric and Children's Services 341,000
Mental Health 3,854,000
Prevention and Disease Control 546,000
Developmental Disabilities 4,868,000
Social Services
Homeless Services 101,000
Women's Services 143,000
Adult Services 76,000
Child Welfare Services 816,000
Senior Citizen Services
Long-Term Care 110,000
Community Services 67,000

C. Selected State Grantsfor Capital Projects

Public School
Banneker Elementary School - construction 1,138,000
Leonardtown High School - construction 2,000,000
Lettie Dent Elementary School - renovations (roof) 282,000
Lexington Park Elementary School - construction 152,000
Mechanicsville Elementary School - renovations (HVAC) 749,000
Park Hall Elementary School - wiring 12,000
Technology Center - construction 6,500,000
Town Creek Elementary School - construction 338,000
White Marsh Elementary School - renovations (HVAC) 597,000
White Marsh Elementary School - renovations (roof) 223,000
College of Southern Maryland
LaPlata- Physical Education Building 1,650,000

L eonardtown - equip 850,000



Prince Frederick - construct new academic complex
Senior Citizen Activity Centers
Charlotte Hall Senior Center
Waterway |mprovement
Abell's Wharf - upgrade ramp & new piers
Leonardtown - engineering
St. Ingoes - relocate ramp
St. Jerome Creek - dredging
Wicomico - ramp & parking
Other Projects
Patuxent River Naval Air Museum & Visitors Center (HB 1296)
St. Clement's Island Lighthouse Memoria (SB 527)
D. Capital Projectsfor State Facilitiesin the County
D tment of Natural R r
Point Lookout State Park - replace elec. at ramp piers
Point Lookout State Park - replace floating piers
Point Lookout State Park - stone pavement
St. Clement's Island State Park - replace pier decking
St. Mary's River State Park - dam rehabilitation
St. Mary's River State Park - replace storm system
Department of Environment
St. Mary's College - floodproofing
) .
Point Lookout State Park - sewerage improvements
Maryland Heritage Project
St. John's Archaeological Site

Maryland Veterans Administration
Charlotte Hall - demolish old dormitory

. Mary' Il
Academic Building - construction
Calvert Hall - hazard remediation
Somerset Hall - addition and renovations
Student Services Building - construction
Other
Southern Maryland Higher Education Center
Somerset County
A. Direct Aid and Retirement Payments
1. Direct Aid/Shared Revenues
EY 2001 FY 2002
$in Thousands
Current Expense Aid 8,079 8,139
Compensatory Education 1,030 1,055
School Transportation 1,042 1,134
Special Education 366 368
Limited English Proficiency Grants 54 73
Targeted Poverty Grants 457 460
Extended Elementary 310 310
Aging Schools 65 65
Class Size Initiative 37 50
Early Education Initiative 0 99
Teacher Development/Mentoring Grants 130 130
Teacher's Sdary Grant 216 528
Academic Intervention 116 137
Other Education Aid 247 205
Primary & Secondary Education 12,148 12,754
Libraries 207 216
Community Colleges 398 449
Health Formula Grant 593 656
** Transportation 2,845 2,911
** Police and Public Safety 226 220
** Fire and Rescue Aid 200 200
Recreation and Natural Resources 115 137

$ Diff.

60
26
93
2
19
4

0

0
13
99
0
312
21
(42)
606

51
63
66

(6)

23

8,236,000
600,000

50,000
25,000
50,000
25,000
50,000

250,000
50,000

20,000
150,000
62,000
25,000
30,000
30,000

6,250
556,000

225,000
540,000

310,000

981,000
980,000
2,167,000
2,072,000

1,368,000

% Diff.

0.7
25
8.9
06
35.0
0.8
0.0
0.0
34.4
n.a
0.0
144.9
18.4
(17.0)
5.0
4.2
12.8
10.6
23
27
0.0
19.7



Disparity Grant 3,525 3,755 230 6.5

Total Direct Aid 20,256 21,298 1,042 51
Aid Per Capita 834 873 39 47
Property Tax Equivalent ($) 2.82 291 0.09 32

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Somerset County for teachers, librarians, community college faculty and local officials are estimated to be $1,282,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $637,000
Family Health and Primary Care 125,000
Geriatric and Children's Services 332,000
Mental Health 1,607,000
Prevention and Disease Control 258,000
Developmental Disabilities 1,218,000
AIDS 60,000
. .
Homeless Services 8,000
Women's Services 311,000
Adult Services 32,000
Child Welfare Services 483,000
Long-Term Care 200,000
Community Services 235,000

Note: Women's services funding supports services in Somerset, Wicomico, and Worcester counties. Senior citizen services funding supports servicesin Dorchester,
Somerset, Wicomico, and Worcester counties.

C. Selected State Grantsfor Capital Projects

Public School
Tawes Tech/Career Center - renovations (roof) 462,000
Chesapeake Bay Water Quality Loan
Crisfield WWTP - nutrient removal 500,100
Princess Anne WWTP - nutrient removal 247,935
Waterway | mprovement
Ded Idand - replace ramp/bulkhead 110,000
Jenkins Creek - dredging and boat ramp 50,000
Sheriff's Department - equip police vessel 15,000
Small Boat Harbor - replace boat ramp 50,000
Smith Island Restoration Project - navigation improvements 138,000
Somers Cove Marina - bulkhead/marina improvements 250,000
Somers Cove Marina - re-deck piers 55,000
Webster's Cove - new boat ramp 50,000
Wenona Harbor - pave parking 15,000
Other Projects
Smith Island Environmental Restoration & Preservation Project 470,000
Teackle Mansion and Sarah Martin Done House (HB 760) 235,000
D. Capital Projectsfor State Facilitiesin the County
Department of Natural Resources
Janes Island State Park - sewer systems 637,000
Somerset Forestry Building - design and construction 182,000
Janes Island State Park - dredge marina basin 115,000
Maryland State Palice
Princess Anne Barracks - construction 1,793,000
N

Eastern Shore - Dining Hall/Somerset Hall renovation 7,145,000



Eastern Shore - Food Science & Technology Center 5,750,000
Eastern Shore - physical plant/central receiving bldg. 7,822,000
Eastern Shore - socia science/education/health bldg. 26,965,000

Talbot County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 2,222 1,325  (898) (40.4)
Compensatory Education 270 262 @) 27
School Transportation 846 917 71 8.4
Special Education 265 261 4 1.5
Limited English Proficiency Grants 72 85 14 18.8
Targeted Poverty Grants 198 199 1 0.3
Extended Elementary 315 315 0 0.0
Aging Schools 155 155 0 0.0
Class Size Initiative 51 66 15 29.2
Early Education Initiative 0 39 39 na
Teacher Development/Mentoring Grants 132 140 8 6.0
Teacher's Salary Grant 124 1224 1,100 884.1
Academic Intervention 126 158 33 26.0
Other Education Aid 295 255 (40) (13.6)
Primary & Secondary Education 5,071 5,402 331 6.5
Libraries 77 81 5 5.9
Community Colleges 910 1,048 138 15.2
Health Formula Grant 391 454 63 16.1
** Transportation 3,719 3,799 79 21
** Police and Public Safety 392 394 3 0.7
** Fire and Rescue Aid 216 216 0 0.0
Recreation and Natural Resources 276 332 56 20.2
Tota Direct Aid 11,052 11,726 674 6.1
Aid Per Capita 325 342 17 5.2
Property Tax Equivalent ($) 0.33 032 (0.01) 3.7)

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Talbot County for teachers, librarians, community college faculty and local officials are estimated to be $1,863,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $453,000
Family Health and Primary Care 120,000
Geriatric and Children's Services 220,000
Mental Health 2,054,000
Prevention and Disease Control 247,000
Developmental Disabilities 1,689,000
AIDS 60,000
. .
Homeless Services 37,000
Women's Services 356,000
Adult Services 29,000
Child Welfare Services 443,000
Senior Citizen Services
Long-Term Care 300,000
Community Services 96,000

Note: Women's services funding supports servicesin Caroline, Dorchester, Kent, Queen Anne's, and Tabot counties. Senior citizen services funding supports services



in Caroline, Kent, and Talbot counties.

C. Selected State Grantsfor Capital Projects

Public Schools
Easton Middle School - construction 320,000
Tilghman Elementary School - construction 1,142,000
Chesapeake College
Learning Resource Center - equip 970,000
h Bay W ity L
Trappe WWTP - expansion & upgrades 160,000
Waterway |mprovement
Claiborne Harbor - channel dredging 50,000
Dogwood Harbor - improve parking lot 20,000
Dogwood Harbor - upgrade bulkhead & dlips 75,000
Easton Point - improve parking lot 40,000
Oak Creek Landing - improve parking lot 35,000
St. Michael's - replace West Harbor Road bulkhead 50,000
Tilghman Island Fire Dept. - boat trailer and equipment 7,000
Trappe Landing - upgrade parking and boat ramp 50,000
Other Projects
Chesapeake Bay Maritime Museum (HB 811) 300,000
Oxford Community Services Building (SB 558) 150,000
D. Capital Projectsfor State Facilitiesin the County
Maryl Pali
Easton Barrack - construction 361,000

Washington County
A. Direct Aid and Retirement Payments
1. Direct Aid/Shared Revenues

EY 2001 FY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 44,578 45742 1,163 26
Compensatory Education 2,632 2,677 44 17
School Transportation 3,464 3,695 232 6.7
Specia Education 3,066 3,255 188 6.1
Limited English Proficiency Grants 205 205 0 0.0
Targeted Poverty Grants 1,157 1,175 18 15
Extended Elementary 599 599 0 0.0
Aging Schools 200 200 0 0.0
Class Size Initiative 230 304 75 326
Early Education Initiative 0 526 526 na
Teacher Development/Mentoring Grants 486 486 0 0.0
Teacher's Salary Grant 662 1,613 951 143.8
Academic Intervention 615 709 95 154
Other Education Aid 1,201 1,204 3 0.2
Primary & Secondary Education 59,094 62,389 3,295 5.6
Libraries 782 812 30 38
Community Colleges 4,777 5,048 272 5.7
Health Formula Grant 1,801 2,018 217 12.0
** Transportation 9,745 9,976 231 24
** Police and Public Safety 1,341 1,349 8 0.6
** Fire and Rescue Aid 225 225 0 0.0
Recreation and Natural Resources 754 907 153 20.3
Disparity Grant 0 676 676 na
Utility Property Tax Grants 179 357 179 100.0
Total Direct Aid 78,697 83,757 5,060 6.4
Aid Per Capita 612 650 38 6.2
Property Tax Equivalent ($) 122 124 0.03 21

** Municipal governments within the county receive a share of these funds.
2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Washington County for teachers, librarians, community college faculty and local officials are estimated to be $8,067,000.



B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 allocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $1,879,000
Family Health and Primary Care 150,000
Geriatric and Children's Services 675,000
Mental Health 7,034,000
Prevention and Disease Control 849,000
Developmental Disabilities 6,463,000
AIDS 185,000
} )
Homeless Services 212,000
Women's Services 204,000
Adult Services 124,000
Child Welfare Services 1,516,000
Long-Term Care 365,000
Community Services 94,000

C. Selected State Grantsfor Capital Projects

Public Schoals
E. Russell Hicks Middle School - renovations (roof) 299,000
Fairview Outdoor School - wiring 30,000
Marshall Street Center - renovations (roof) 179,000
Marshall Street Center - wiring 64,000
Maugansville Elementary School - wiring 51,000
South Hagerstown High School - construction 638,000
Williamsport Elementary School - construction 3,000,000
Juvenile Justice Bond Program
San Mar Children's Home - construct new facility 439,641
mmunity M Health/Addictions/D m Disabiliti
The"W" House of Hagerstown Foundation, Inc 307,000
Chesapeake Bay Water Quality Loan
Conococheague WWTP - nutrient removal 500,000
Halfway - sewer improvements 100,000
Kemps Mill Sewerage Collection System 251,000
Water Supply Assistance L oan
Honeyfield Road - water system 156,800
Hancock - phase Il acquisition 41,575
Other Projects
American Red Cross (HB 582) 300,000
Discovery Station at Hagerstown (SB 362) 25,000
Hagerstown Arts and Entertainment District (SB 739) 235,000
Washington County Health Systems (HB 618) 470,000
D. Capital Projectsfor State Facilitiesin the County
Department of Natural Resources
Woodmont WMA - dam rehabilitation 1,470,000
C&O Cana Nationa Park - repair Dargan Bend ramp 15,000
Greenbriar State Park - replace boat rental dock 35,000
Department of Health & Mental Hygiene
Western Maryland Center - replace HVAC system 7,800,000
Department of Juvenile Justice
Western Maryland Detention Center 800,000
nivers f Maryl
Hagerstown Educational Center 13,264,000
Other.
WWHPB Transmitter - replacement 1,302,000

WWPB Transmitter - replacement (federa funds) 418,000



A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

Wicomico County

EY 2001 EY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 34,854 35,400 547 16
Compensatory Education 2,613 2,669 56 21
School Transportation 2,578 2,766 188 7.3
Special Education 1,048 1,064 16 15
Limited English Proficiency Grants 277 323 46 16.5
Targeted Poverty Grants 1,108 1,083 (25) (2.2
Extended Elementary 790 790 0 0.0
Aging Schools 355 355 0 0.0
Class Size Initiative 173 231 58 334
Early Education Initiative 0 353 353 na
Teacher Development/Mentoring Grants 303 319 16 5.3
Teacher's Salary Grant 1,000 2275 1,275 1275
Academic Intervention 244 374 129 53.0
Other Education Aid 652 575 (77) (11.8)
Primary & Secondary Education 45,996 48578 2,582 5.6
Libraries 517 541 23 4.5
Community Colleges 2,705 3,051 346 12.8
Health Formula Grant 1,155 1,338 182 15.8

** Transportation 7,424 7,560 135 18
** Police and Public Safety 896 906 11 12
** Fire and Rescue Aid 217 217 0 0.0
Recreation and Natural Resources 505 603 98 19.4
Disparity Grant 789 1,108 319 405
Total Direct Aid 60,205 63,902 3,698 6.1
Aid Per Capita 750 793 43 5.7
Property Tax Equivalent ($) 1.56 1.63 0.07 4.4

** Municipal governments within the county receive a share of these funds.

2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Wicomico County for teachers, librarians, community college faculty and local officials are estimated to be $5,701,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 alocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

Health Services
Alcohol and Drug Abuse $1,401,000
Family Health and Primary Care 227,000
Geriatric and Children's Services 650,000
Mental Health 5,125,000
Prevention and Disease Control 596,000
Developmental Disabilities 4,127,000
AIDS 60,000
i Vil
Homeless Services 33,000
Women's Services 311,000
Adult Services 41,000
Child Welfare Services 557,000
ior Citiz Vi
Long-Term Care 250,000
Community Services 235,000

Note: Women's services funding supports servicesin Somerset, Wicomico, and Worcester counties. Senior citizen services funding supports servicesin Dorchester,

Somerset, Wicomico, and Worcester counties.

C. Selected State Grantsfor Capital Projects



Public Schoals

Beaver Run Elementary School - renovations (HVAC) 602,000
Fruitland Primary School - renovations (HVAC) 602,000
Glen Avenue Elementary School - renovations (mechanical) 91,000
Pemberton Elementary School - construction 1,500,000
Wor -Wic Tech Communi Il
Eastern Shore Criminal Justice Academy - equip 225,000
Maintenance Building - construction 40,000
ommunity Mental Hea id C ! sl
Deaf Independent Living Association, Inc. 1,040,000
Chesapeake Bay Water Quality L oan
Fruittand WWTP - nutrient removal 1,127,700
Fruittand WWTP - upgrade 500,000
Salisbury WWTP - nutrient removal 1,000,000
Willards WWTP - upgrade 500,000
Waterway | mprovement
Fruitland VFD - rescue vessel motors 5,000
Leonards Mill Pond - boat ramp 50,000
Nanticoke Boat Ramp - complete ramp 25,000
Nanticoke Harbor - construct ramp and jetty 75,000
Other Projects
Salisbury Rotary Scout and Community Center (HB 692) 350,000
D. Capital Projectsfor State Facilitiesin the County
[ . .
Eastern Shore Detention Center 2,900,000
R
Salisbury University - new science building 2,439,000
Other.

WCPB Transmitter - replacement 1,557,000
WCPB Transmitter - replacement (federal funds) 378,000

Worcester County
A. Direct Aid and Retirement Payments

1. Direct Aid/Shared Revenues

FY 2001 FY 2002 $Diff. % Diff.
$in Thousands

Current Expense Aid 3,205 2,742  (463) (14.4)
Compensatory Education 434 443 9 21
School Transportation 1,541 1,664 123 8.0
Special Education 327 337 10 32
Limited English Proficiency Grants 82 109 27 331
Targeted Poverty Grants 387 384 (©)] (0.8)
Extended Elementary 282 282 0 0.0
Aging Schools 65 65 0 0.0
Class Size Initiative 75 100 25 338
Early Education Initiative 0 74 74 na
Teacher Development/Mentoring Grants 149 149 0 0.0
Teacher's Sdary Grant 208 1,001 792 380.1
Academic Intervention 157 185 29 18.3
Other Education Aid 384 336 (48) (12.5)
Primary & Secondary Education 7,295 7,871 576 79
Libraries 101 107 7 6.7
Community Colleges 1,088 1,227 139 12.8
Health Formula Grant 356 491 135 38.0
** Transportation 5,649 5,817 167 3.0
** Police and Public Safety 631 635 4 0.6
** Fire and Rescue Aid 239 239 0 0.0
Recreation and Natural Resources 490 590 100 20.4
Total Direct Aid 15,847 16,976 1,128 7.1
Aid Per Capita 348 364 17 4.8
Property Tax Equivalent ($) 0.25 0.26 0.01 33

** Municipal governments within the county receive a share of these funds.



2. Retirement Payments

County teachers and librarians are members of either the teachers retirement or pension systems maintained and operated by the State.
Community college faculty may also be members of these systems. The State pays the employer share on behalf of the subdivisions for
these local employees as well as certain elected local officials such as sheriffs and State's Attorneys. Fiscal 2002 State payments for
Worcester County for teachers, librarians, community college faculty and local officials are estimated to be $3,005,000.

B. Estimated State Spending on Selected Health & Social Services

The Departments of Aging, Human Resources, and Health and Mental Hygiene fund the provision of health and socia servicesin the
counties either through the local government, private providers or State agencies in the counties. What follows are estimates of fiscal
2002 allocations for various programs. Note that for most programs the amounts shown for a county are based on the county's share of
prior year funding (fiscal 2001) and may change. See the discussion at the beginning of this section for more detail on the types of
services funded by the State.

H h vi
Alcohol and Drug Abuse $1,309,000
Family Health and Primary Care 167,000
Geriatric and Children's Services 412,000
Mental Health 2,187,000
Prevention and Disease Control 468,000
Developmental Disabilities 2,286,000
AIDS 60,000

i \i]
Homeless Services 33,000
Women's Services 336,000
Adult Services 23,000
Child Welfare Services 437,000
Long-Term Care 197,000
Community Services 235,000

Note: Women's services funding supports services in Somerset, Wicomico, and Worcester counties. Senior citizen services funding supports servicesin Dorchester,
Somerset, Wicomico, and Worcester counties.

C. Selected State Grantsfor Capital Projects

Public Schoals
Showell Elementary School - renovations (roof) 212,000
Snow Hill Elementary School - renovations (roof) 228,000
Wor -Wic Tech Community College
Eastern Shore Criminal Justice Academy - equip 225,000
Maintenance Building - construction 40,000
h Bay W ity L
Snow Hill - sewer improvements 100,000
Waterway |mprovement
Ocean City Infrastructure Project - navigation improvement 90,000
Pocomoke City - pier and redecking 50,000
Public Landing - boat ramp, phase | 50,000
Snow Hill - complete Byrd Park bulkhead 50,000
Other Projects
Atlantic General Hospital 750,000
Mar-Va Theater (HB 762) 50,000
Mid-Delmarva Family YMCA (HB 526) 375,000
Worcester County Development Center (HB 496) 300,000

D. Capital Projectsfor State Facilitiesin the County
D tment of Natural R r

Ocean City - beach replenishment

Pocomoke River State Park - Shad Landing area
Pocomoke River State Park - extend boat ramps
Pocomoke River State Park - improve marina
Ocean City - beach replenishment

1,000,000
266,000
15,000
125,000
1,000,000



Part B
Taxes

Property Taxes
Property Tax Administration

Property Tax Credits - Electricity Generating Facilities - Effect on State Aid

Two of the State's largest education aid programs, current expense and compensatory aid, are distributed
under formulas that are partly based inversely on local wealth and include personal property assessable
base as a wealth component. State funding for these programs totals $1.8 billion in the proposed fiscal
2002 State budget.

For purposes of calculating State aid, the value of tax exempt property is excluded from a county's
assessable base. However, the value of property to which atax credit, as opposed to a tax exemption,
appliesis generally included in the assessable base. Chapters 492 and 493 of 2000 provided an exception
to this general rule, excluding manufacturing personal property subject to a tax credit from a county's
assessable base for purposes of calculating State aid payments.

Chapter 390 of 2000 authorized Charles County to grant county property tax credits for machinery and
equipment used for new facilities in the generation of electricity. Charles County is negotiating for an
electric generation plant for which the county would grant personal property tax credits. Under current
law, the personal property for which a credit could be granted would continue to be included in the
county's assessable base for State aid purposes.

In an effort to address the issue of granting tax credits for electric generation facilities and the effect of
those credits on State education aid, Senate Bill 251/House Bill 346 (both passed) grant two exclusions
from what is included as part of a county's assessable base for purposes of computing State aid to
education wealth formulas. First, the bills exclude from a county's assessabl e base machinery and
equipment that is used in the generation of electricity at a new electricity generation facility and that is
subject to a county personal property tax credit. Second, the bills also exclude machinery and equipment
used in the generation of electricity that is added as part of an expansion to an existing electricity
generation facility for the purpose of increasing electricity production at the facility and that is subject to a
county personal property tax credit.

Newly Annexed Properties within Municipal Corporations

Local governments are authorized to bill and collect partial year property taxes for property that is
completed or is otherwise initially added to the tax roll during the taxable year. The State Department of
Assessments and Taxation had taken the position that newly annexed property was not considered either
completed or otherwise initially added to the tax roll, and a municipality, therefore, could not bill for
partial year property taxes.

In order to enable municipal corporationsto bill for newly annexed property, Senate Bill 431/House Bill
948 (both passed) provide that property annexed by a municipality during the year shall be treated as
initially added to the tax roll for that year. This would authorize a municipality to collect partia year
property taxes. The bills aso provide that any expenses incurred by a county for billing and collecting
partial year municipal property taxesis chargeable to the municipality.

Exemption from Taxation



Surviving Spouse of Active Military Who Died in Line of Duty: Under current law, the dwelling house of
a disabled veteran or the surviving spouse of a disabled veteran is exempt from taxation, while local
jurisdictions are authorized, but not required, to provide property tax credits for the surviving spouse of an
individual who diesin the line of duty. House Bill 1122 (passed) expands the tax exemption to make the
surviving spouse of an individual who died in the line of duty eligible for the exemption. The property
must have been owned at the time of the individual's death, purchased within two years of the death if the
individual or spouse was domiciled in the State at the time of death, or acquired after the surviving spouse
gualified for the exemption for a former house, to the extent of the previous exemption. In addition, the
surviving spouse must not have remarried.

Local Property Taxes
Allegany County

Commercial and Industrial Parks

House Bill 750 (passed) allows Allegany County or a municipal corporation in the county to grant
property tax credits for a commercial or industrial park owned, managed, or operated by the Allegany
County Commissioners or for a public industrial park owned, managed, or operated by an organization
described in 8501(c)(6) of the Internal Revenue Code.

Baltimore City

Special Tax Districts

Chapter 624 of 1994 authorized Baltimore City to create Tax Increment Financing (T1F) Districts. Chapter
66 of 2000 expanded the authority of Baltimore City to issue tax increment financing bonds as an
economic development tool. TIF isa method of public project financing whereby the increase in the
property tax revenues generated by new commercial development in a specific area, the TIF district, pays
for bonds issued to finance site improvements, infrastructure, and other project costs located on public
property. The TIF district typically consists of a blighted area in need of economic revitalization.

As an additional economic development tool, Senate Bill 805/House Bill 1256 (both passed) authorize
Baltimore City to establish specia tax districts. A "special tax district” is an areawithin a larger
jurisdiction where the property owners request that certain infrastructure improvements be provided to
them and in return agree to be assessed additional taxes. The city indicates that the special tax districts
may in some instances be used to complement tax increment financing bonds to support an economic
development project.

Under the hills, the designation of a special tax district will require an ordinance of the city council.
Before passing an ordinance, the city must receive a request to create a special tax district from both the
owners of at least two-thirds of the assessed valuation of the real property within the area and at least two-
thirds of the owners of the real property. Property owners who are located outside the specified area and
do not benefit from the improvements will not be assessed any additional taxes.

Senate Bill 805/House Bill 1256 also authorize Baltimore City to borrow money and issue bonds that will
be repaid from special taxes levied within the special tax district. Before issuing bonds, Baltimore City
must designate an area or areas as a special tax district, create a specia fund for the district, and provide
for the levy of an ad valorem or special tax on all real and personal property within the district at a rate
that will provide adequate revenues to pay the debt service on the bonds.

Before designating a special tax district and issuing bonds, Baltimore City must hold a public hearing and
give the public at least ten days notice in a newspaper of general circulation. If the bonds issued constitute
debt under the Maryland Constitution, city voters must approve the bonds. Bonds issued for special tax



districts cannot constitute a general obligation debt of the city or a pledge of the city's full faith and credit.
When no bonds are outstanding, the special tax district will terminate, and any monies remaining in the
specia fund will revert to Baltimore City's general fund.

Tax Sales Notice

Senate Bill 386/House Bill 800 (both passed) decrease the number of times Baltimore City must publish
notice of tax sales in newspapers from four times to two times, once a week in alternate weeks. The bills
require the notice of tax sale to be posted on the city's web site four weeks prior to the tax sale. The
newspaper must include a statement that the notice of the tax sale is posted on the city's web site, the city's
web address, and instructions on how the public can access the web site.

Cecil County
Payment in Lieu of Taxes- Electricity Generation Facility

Senate Bill 95 (passed) authorizes Cecil County to enter into a negotiated payment in lieu of property
taxes (PILOT) agreement with the owner of an electric generating facility that locates in the county. The
county has indicated that it intends to negotiate a payment in lieu of taxes for a 20-year period that is
approximately equal to the property tax revenue it would have otherwise collected. The payment in lieu of
taxesisintended to fix some of the costs for the facility, thus allowing the owner of the facility to obtain a
better bond rating. The bill specifies that, notwithstanding the exemption from property tax for the facility,
the personal property of the facility will be included in the county's assessable base for State education aid
puUrposes.

Charles County
Tobacco Barns

House Bill 1285 (passed) authorizes Charles County to grant a real property tax credit against the county
property tax imposed on real property that was formerly used solely as a tobacco barn. The property must
either be located on land subject to a tobacco buyout agreement or be located on land which qualifies for
an agricultural use assessment and be used for an approved agricultural activity.

Garrett County
Community Action Committee

House Bill 372 (passed) enables Garrett County to provide a property tax credit for property owned by the
Garrett County, Maryland, Community Action Committee, Inc. or for property owned by an entity in
which the Garrett County, Maryland, Community Action Committee, Inc. has a controlling interest. This
organization provides services primarily targeted to low-income and/or elderly residents.

Harford County

Members of Volunteer Fire and Ambulance Companies

Senate Bill 545/House Bill 214 (both passed) authorize Harford County municipalitiesto grant a
municipal real property tax credit for property owned and occupied as the principal resident of an
individual serving as a member of a volunteer fire or ambulance company or member of the ladies
auxiliary of a volunteer fire or ambulance company. All three Harford County incorporated municipalities
currently have charter provisions which grant real property tax exemptions to members of a volunteer fire
company. The credits under these bills are expected to be granted in lieu of the current exemptions.



Montgomery County
Property Tax Sales - High-Bid Premiums

In order to counteract unreasonably high bidding on properties at tax sale by bidders who attempt to
recoup large amounts of interest, the General Assembly passed a high-bid premiums law in 1999. That
law requires a tax collector to establish high-bid premiums for properties to be sold at tax salesif the
properties are to be sold in groups or by a sealed bid process. The collector may also establish high-bid
premiums for all propertiesto be sold at a tax sale. Montgomery County currently uses a system where tax
sale properties are grouped and auctioned by sealed bid. House Bill 840 (passed) exempts Montgomery
County from the provisions mandating high-bid premiums for properties that are sold in groups or by
sealed bid process at tax sales. The county could still elect to set high-bid premiums under this bill.

Prince Geor ge's County

George Washington House

House Bill 1191 (passed) enables Prince George's County to provide a county property tax credit for
property owned by the George A. and Carmel D. Aman Memoria Trust and known as the George
Washington House.

Crescent Cities Charities

House Bill 1233 (passed) provides that Prince George's County may grant a property tax credit for certain
property owned by the Crescent Cities Charities, Incorporated. This organization has received a tax
exemption from the Department of Assessments and Taxation for about 62 percent of its properties. The
county is authorized to grant a credit for the remainder of the property under this bill.

St. Mary's County
Tobacco Barns

House Bill 121 (passed) authorizes St. Mary's County to grant a real property tax credit on real property
that was formerly used solely as a tobacco barn and is subject to a tobacco buyout agreement.

Washington County
Property Tax Credits

Similar to legidation passed for Harford County municipal corporations, House Bill 584 (passed)
authorizes Washington County or a municipal corporation in Washington County to grant a property tax
credit for the principal residence of a volunteer firefighter, member of the fire police, or emergency
medical technician. The county may provide for the amount and duration of the credit, as well as any other
provision necessary to administer the credit.

Income Tax
Manufacturing Cor porations - Single Sales Factor Apportionment
In order to determine what part of the income of a multistate corporation is subject to Maryland income
tax, the income reasonably attributable to the State is determined by use of an apportionment formula

measuring the in-state activities of the

corporation. Since 1992, Maryland's taxation of the income of a multistate corporation has been based on



a three factor, double-weighted sales factor formula. The three factor formula apportions corporate income
to the State based on a corporation's percentage of property, percentage of payroll, and a double-weighted
percentage of sales in Maryland. Senate Bill 701/House Bill 11 (both passed) alter Maryland's corporate
tax law so that a multistate manufacturer's income is apportioned to the State based solely on its
percentage of in-state sales.

Senate Bill 701/House Bill 11 define a manufacturer as a corporation that, except for petroleum refiners,
would fall under Section 11 or Sectors 31 through 33 of the North American Industrial Classification
System (NAICYS) of the United States Office of Budget and Management. NAICS codes are used by
statistical agencies of the federal government.

The mgjority of the states that use an apportionment formula with regard to the corporate income tax use a
double-weighted sales factor. A growing trend over the past several years, however, has been for states to
enact apportionment formulas that give greater, or even exclusive weighting, to sales.

The single sales factor apportionment method and the double-weighted sales factor apportionment method
are seen as generally favoring manufacturers with in-State investments in payroll and property because,
when compared to an equally-weighted three-factor formula, these methods tend to apportion more of a
corporation's income to the jurisdictions in which the sales of products occur, reducing the percentage of
income apportioned to the state in which the payroll and property producing the product is located.

In 2001, six states, Massachusetts, Illinois, lowa, Nebraska, Texas, and Connecticut, will use a single sales
factor in apportioning tax liability for some or al businesses. Asis provided for in Senate Bill 701/House
Bill 11, Massachusetts and Connecticut limit use of the single sales factor to manufacturing companies.

The bills require a manufacturing corporation to certify on its Maryland income tax return the NAICS
sector code that was reported to other government agencies and authorize the Comptroller to reclassify an
incorrectly identified corporation. Senate Bill 701/House Bill 11 additionally require a manufacturing
corporation to submit a report that describes the difference in taxes owed as a result of single sales factor
apportionment as well as other information about corporate sales, taxable income, and property owned in
the State and worldwide for tax years 2001 and 2002.

Under these bills, some corporations will pay lessin income tax while others will be expected to pay more.
However, whether the change will have a positive or negative impact on State income tax revenues, and
the magnitude of the impact, are unclear. The Comptroller is required to report to the Governor and the
Genera Assembly by October 1 of 2003 and 2004 on the use of the single sales factor apportionment
formula and the tax savings or increased taxes for corporations using the single sales factor.

Tax Credit for Green Buildings

Senate Bill 745/House Bill 8 (both passed) provide income tax credits for the construction and/or
rehabilitation of green buildings and green tenant space and for qualifying energy sources used to power
green buildings and green tenant space. In response to existing problems relating to "sick building”
syndrome, these credits are intended to encourage commercial development that is constructed with the
latest materials and technology for building environmentally friendly buildings and healthy tenant space --
known as "green buildings." The credits provided by the bills are intended to help defray the differencein
cost between construction of a green building or green tenant space and traditional construction.

The bills provide that the credits for construction of green buildings are available for a percentage of
"allowable costs’ related to the construction, rehabilitation, architectural/engineering design, and other
expenses associated with the building. Eligible buildings are large commercia buildings, residential
buildings, and other buildings that are a combination of commercial and residential use with greater than
20,000 sguare feet of interior space.

There are three types of building credits which include: (1) a credit for a green base building which is



available if the construction or rehabilitation only affects the structural parts of a building; (2) credit for
green tenant space which is available if the construction or rehabilitation only affects the parts of the
building intended for occupancy; and (3) a credit for a green whole building that is available if the
construction or rehabilitation consists of building both a green base building and green tenant space. The
credit for a green whole building is equal to 8 percent of allowable costs and the credits for a green base
building or green tenant space is equal to 6 percent of allowable costs.

Senate Bill 745/House Bill 8 additionally provide qualifying energy source credits for fuel cells,
photovoltaic modules (solar panels), and wind turbines if they are used to power a green building, green
base building, or green tenant space. The credit for fuel cells is 30 percent of capitalized cost of each fuel
cell and is capped at $1,000 per kilowatt of energy generated. The credit for photovoltaic modulesis 20
percent of photovoltaic modules that are built as a part of a building and 25 percent of photovoltaic
modules that are not built into a building structure with a total cap of $3 per watt of capacity. The credit
for wind turbines is equal to 25 percent of the cost of installing wind turbine equipment.

The total amount of credits allowed for a green building or qualified energy services may not exceed the
amount specified in an initial credit certificate issued by the Maryland Energy Administration (MEA). No
more than $25 million of initial credit certificates may be issued by MEA over the ten-year period of the
tax credit program. The first year that MEA may issue an initia credit certificate is tax year 2003

(fiscal 2004) and the initial credit certificate issued in tax year 2003 may not exceed $1 million. The
capped credits increase by $1 million each year up to $5 million in tax year 2007 (fiscal 2008) and then
begin to phase out each year thereafter until the program ends with tax year 2011 (fiscal 2012).

The bills require MEA to adopt regulations that provide standards for green buildings that are consistent
with the standards adopted by the U.S. Green Buildings Council or other similar criteria. Both MEA and
the Comptroller are required to report on the status of the program to the General Assembly and the
Governor by April 1, 2005. The bills are effective July 1, 2001, and apply to all taxable years beginning
with tax year 2003.

Also related to the issues addressed in Senate Bill 745/House Bill 8, Governor Glendening issued a
March 2001 Executive Order calling for the establishment of a State Green Buildings Council, the use of
"clean energy" sources, energy efficiency goals and a Green Buildings Program for State-owned facilities.

Refundable Earned Income Credit

Maryland's income tax law has provided a nonrefundable earned income credit (EIC) against the State
income tax equal to 50 percent of the federal earned income credit since 1987. For federa income tax
purposes, the earned income credit, which provides tax relief to low-income wage earners, is "refundable”
if the amount of the federal credit exceeds an individual'sincome tax liability. In 1998, the General
Assembly passed legidation to include a refundable component in the Maryland EIC for qualifying
individuals with dependents (Chapter 5 of the Acts of 1998).

Senate Bill 166/House Bill 222 (both passed) phase in a 5 percent increase of the Maryland refundable
earned income tax credit which will increase in total from 15 percent of the federal earned income credit
to 20 percent of the federal earned income credit over the next four years. Under the bills, the State credit
isincreased from the current calculation of 15 percent of the federal earned income credit to: 16 percent in
tax year 2001 and tax year 2002; 18 percent in tax year 2003; and 20 percent for tax years 2004 and after.

The bills provide that for each year of the phase-in, the difference between the applicable percentage of a
taxpayer's federal earned income credit and the taxpayer's State income tax liability will be refunded to
that taxpayer. Prior to tax year 2003, the bills require the Spending Affordability Committee to include a
recommendation in its final report as to the fiscal prudence of accelerating the phase-in of the earned
income credit under this Act.



It is estimated that the bills will result in a general fund revenue decrease of approximately $4.3 million in
fiscal 2002; $7.5 million in fiscal 2003; $17.1 million in fiscal 2004; $27.7 million in fiscal 2005; and
$28.6 million in fiscal 2006.

Maryland Research and Development Tax Credit

Chapter 515 of 2000 created a Research and Development (R& D) income tax credit for Maryland that is
modeled after the federal research and development tax credit program. The State R& D credit consists of:
(1) anonincremental credit based on a taxpayer's R&D expenses up to the base amount of Maryland R&D
expenses; and (2) a credit based on incremental spending, or spending above the base amount.

The nonincremental credit is 3 percent of qualifying R&D expenditures while the incremental credit is 10
percent of qualifying expenditures and the maximum allowed for each of the two credits for all taxpayers
is $3 million annually. The credits are available from tax year 2000 through 2004.

Senate Bill 456/House Bill 920 (both passed) increase under specified circumstances the maximum
amount that the Department of Business and Economic Development (DBED) can approve in a calendar
year for each component of the State R& D tax credit. The bills allow any unused portion of the $3 million
annually alocated to either the nonincremental or the incremental R& D credit to be transferred to the
other credit if the cap for the other credit has been reached.

Enterprise Zone Tax Credits

Chapter 424 of 2000 established a Task Force to Study the Maryland Enterprise Zone Program. Among
other things, the task force was charged with studying further enhancements to the State's enterprise zone
program.

Based on the recommendations of the task force, Senate Bill 819/House Bill 1155 (both passed) increase
the credits that can be claimed by enterprise zone businesses for wages paid to qualified employees. The
bills also alter the definition of a qualified employee for whom a business can take an enterprise zone
credit to require that the employee earns at least 150 percent of the federal minimum wage ($5.15 per
hour) and increase the number of hours required to be worked by an employee being claimed for the credit
from 25to 35.

The bills require DBED and the Comptroller of the Treasury to jointly assess the effectiveness of the tax
credits provided to businesses in enterprise zones and focus areas and to report their findings by December
15 to the Governor and the General Assembly.

Critical Skills

Senate Bill 455 (passed) creates an income tax credit for tuition and related expenses required for
enrollment in an approved program that provides training in skills that are in short supply and critical to
Maryland's economic development strategy. This is the same proposal as a bill that passed the General
Assembly in 1999 but was vetoed by the Governor.

The credit against the personal income tax is 30 percent of up to $5,000 of qualified expenses for the
individual during the taxable year. The full amount of the credit is available to individuals whose federal
adjusted grossincome is at or below $65,000 ($32,000 if married filing separately) and it is reduced by 5
percent for every $1,000 or fraction thereof that federal adjusted gross income exceeds $65,000 (or

5 percent for every $500, or fraction thereof, if married filing separately).

The individual claiming the credit must commence work in the State in an occupation directly related to
the training program within one year of completing the program and remain in that occupation one year
for every year the credit was taken. Otherwise, the credit claimed will be recaptured for each year the



service obligation is not satisfied.

The Maryland Higher Education Commission in consultation with other executive branch agencies is
required to identify work-related skills and occupations that are in short supply and to establish a list of
approved programs qualifying for the tax credit each year. The proposed designation of critical work-
related skills and any modifications to the designation must be submitted to the Joint AELR Committee
for review by November 1 each year. The bill applies to taxable years beginning after December 31, 2001.

Tax Credit for Preservation and Conservation Easements

Chapter 634 of 2000 created a task force to study the Maryland Agricultural Land Preservation
Foundation. The task force is required to: (1) study the current program and practices of the foundation;
(2) study the financia standing of the foundation; (3) review and make recommendations on legislation
affecting the foundation considered by the General Assembly in the 2000 session; and (4) make
recommendations to improve the program, practices, and financial standing of the foundation. In its 2000
interim report, the task force recommended legislation to grant State income tax credits for donated
easements or the portion of easement value donated when an easement is sold at less than full market
value.

Senate Bill 459/House Bill 681 (both passed) allow an individual to take a credit against the State income
tax for the conveyance of an easement in land to the Maryland Environmental Trust (MET) or the
Maryland Agricultural Land Preservation Foundation (MALPF) for the purpose of preserving open space,
natural resources, agriculture, forest land, watersheds, significant ecosystems, viewsheds, or historic
propertiesif: (1) the easement is perpetua; and (2) the easement is accepted and approved by the Board of
Public Works.

The amount of the credit allowed under the bills is the amount by which the fair market value of the
property before the conveyance of the easement exceeds the fair market value of the property after the
conveyance of the easement. The fair market value of the property before and after the conveyance of the
easement shall be substantiated by an appraisal conducted by a certified real estate appraiser. The amount
of the credit shall be reduced by the amount of any payment received for the easement. The amount of the
credit allowed for any taxable year may not exceed the lesser of: (1) the State income tax; or (2) $5,000.
Any unused credit may be carried forward for up to 15 years, but may not exceed the lesser of the State
tax or $5,000 in any taxable year. The bills prohibit the credit from being claimed for a required
dedication of open space for the purpose of fulfilling density requirements to obtain a subdivision or
building permit.

Public Safety Officers

During the 2001 session, the General Assembly passed several bills related to tax benefits for public safety
officers.

In honor of the former long-serving Comptroller of the State Treasury, House Bill 46 (passed) names the
subtraction modification under the State income tax for volunteer police, fire, rescue, and emergency
medical services personnel as the Honorable Louis L. Goldstein Volunteer Police, Fire, Rescue, and
Emergency Medical Services Personnel Subtraction Modification Program.

House Bill 19 (passed) clarifies the application of the $3,500 subtraction modification under the Maryland
income tax for individuals if they are a qualifying police auxiliary or reserve volunteer for the taxable
year. Chapter 485 of 1997 provided for the subtraction modification to be taken by volunteer police
officers. However, the Comptroller indicated that the term "volunteer police officer" was not sufficiently
precise to include most of the individuals the 1997 legisation was intended to cover and no subtraction
modifications have been taken. The bill also replaces the length of service requirement with participation
in a police auxiliary or reserve volunteer program approved by the Police Training Commission.



There are 184 Ladies Auxiliaries of the Maryland State Firemen's Association with 2,746 members
statewide. These individuals provide administrative and service functions, including fundraising for local
fire departments. Senate Bill 850/ House Bill 1095 (both passed) extend the $3,500 subtraction
modification under the Maryland income tax that is available for qualifying volunteer fire, rescue, and
emergency medical services personnel to members of an auxiliary organization of a bona fide Maryland
fire, rescue, or emergency medical services organization.

Senate Bill 224 (passed) provides for an income tax subtraction modification for a death benefit paid from
a pension system to the surviving spouse or other beneficiary of a "law enforcement officer" or fire fighter
who diesin the course of employment as a law enforcement officer or fire fighter. Law enforcement
officer includes al sworn law enforcement officers under Maryland law, sworn law enforcement officers
of the United States, another state, or political subdivision of another state.

House Bill 828 (passed) as part of a tax amnesty program, provides a funding mechanism for capital
improvements for local volunteer fire and rescue companies. A more detailed discussion of this bill can be
found under "Miscellaneous Taxes" within this part of The 90 Day Report.

Senate Bill 545 /House Bill 214 (both passed) and House Bill 584 (passed) provide property tax credits
for members of volunteer fire and rescue companies in Harford and Washington counties, respectively.
See a discussion of these bills under the subpart "Property Taxes" within this part of The 90 Day Report.

Heritage Structure Rehabilitation Tax Credit

Senate Bill 523/House Bill 1109 (both passed) alter the State Heritage Structure Rehabilitation Tax
Credit. The bills provide that any excess amounts of the existing credit in a taxable year that exceed an
individual's or a business entity's tax liability may be claimed in refund. The bills add nonprofit entities to
the definition of business entity for the purposes of the credit and allow the credit to be taken by partners
and shareholders of a business entity in any manner that is agreed.

The bills also provide for the recapture of credits claimed within 4 years after the credit is claimed if work
is performed on a certified heritage structure that, if performed as a part of the historic rehabilitation,
would have made the rehabilitation ineligible for the credit. Senate Bill 523/House Bill 1109 require the
Director of the Maryland Historic Trust to report to the Governor and the General Assembly each January
on use of the heritage structure rehabilitation credits.

Other Income Tax Bills

House Bill 828 (passed) requires the Comptroller to declare an amnesty period for delinquent taxpayers
from September 1, 2001, through October 31, 2001, for penalties attributable to nonpayment, nonreporting,
or underreporting of a number of taxes, including income taxes. A more detailed discussion of this bill can
be found under "Miscellaneous Taxes' within this part of The 90 Day Report.

House Bill 1424 (passed) alters the applicability of the One Maryland Economic Development tax credits
to include nonprofit entities in the definition of a "qualified business entity" that is eligible for the credits.
The bill also provided that the credits may be taken by an insurance company against the State insurance
premium tax. For a more detailed discussion of this bill, see "Miscellaneous Taxes' within this part of The
90 Day Report.

Senate Bill 613 (passed) extends the termination date of a Tax Credit for Approved Work-Based Learning
Programs passed by the General Assembly in 1998 (Chapter 660) from June 1, 2001, to June 30, 2004.

Senate Bill 344 (passed) allows a claim for an income tax refund or claim for a credit for overpayment of
income tax to be filed beyond the three-year filing limit if: (1) the right to a refund for overpayment is
established by a decision of an administrative board; and (2) the claim is filed within one year after the



final decision of the administrative board.

Sales Tax
Mass Transit Funding and Sales Tax on Short-Term Vehicle Rentals

The distribution of sales tax revenues on short-term vehicle rentals is altered under Senate Bill 200/House
Bill 309 (both passed) as part of the Governor's mass transit initiative. One hundred percent of the revenue
from the sales tax on short-term vehicle rentals will be dedicated to the Transportation Trust Fund (TTF)
starting January 1, 2002. Previously, 45 percent of the revenues from this tax were dedicated to the TTF
and the remainder to the general fund. The additional dedication is estimated to increase TTF revenues by
$11.9 million in fiscal 2002 (based on the mid-year effective date), increasing to $24.1 million in fiscal
2003. The additional dedication terminates at the end of fiscal 2007, reverting to the current distribution.
For a more detailed discussion of Senate Bill 200/House Bill 309, see Part G - Transportation and Motor
Vehicles of this 90 Day Report.

Simplified Sales and Use Tax Administration Act

House Bill 1390 (passed) enacts the Simplified Sales and Use Tax Administration Act, as proposed by the
National Conference of State Legislatures (NCSL), and authorizes the State to discuss, and ultimately
enter into, a Streamlined Sales and Use Tax Agreement. It authorizes the Comptroller to enter into the
Agreement with one or more states to simplify and modernize sales and use tax administration, athough
further State legislation would be required to implement the Agreement’s provisions.

The Act includes the outline of the streamlined sales and use tax collection and administration system
specified in the Agreement, although the Agreement itself is not incorporated in the bill. 1ssues covered by
the Act include: simplified tax rates; uniform standards for sourcing of transactions; central registration for
sellers; monetary allowances for certified service providers and sellers implementing new technol ogical
models; consumer privacy; and State administration of local sales and use taxes, including restricting
variance between State and local sales tax bases, restricting the frequency of changesin local sales and
use tax rates, and providing timely notice of boundary changes for local taxing jurisdictions.

The provisions of this bill replace the provisions of Chapter 698 of 2000, enacted in 2000 to authorize the
Comptroller to participate in NCSL's efforts to develop the Streamlined Sales Tax Project. Under House
Bill 1390, the provisions of Chapter 698 of 2000 terminate June 30, 2001, rather than June 30, 2002.

There is currently no common mechanism for states to collect and sellersto remit sales and use taxes.
Under the U.S. Supreme Court decisions in National Bellas Hess and Quill, a state or local government
cannot require businesses without a nexus to the state (such as a physical presence within its borders) to
collect sales or use taxes. Remote sellers (via Internet, phone, and mail order catalogs) are therefore
protected from sales tax collection obligations. If the seller is not required to collect and remit the sales
tax, then the buyer is required to pay the use tax, but such collections from individual taxpayers are
minimal.

The issue of tax noncollection from out-of -state sellers exists with the present system of collecting sales
and use taxes on phone and mail order sales; however, the exponential growth of e-commerce has
magnified this potential revenue loss for the State. Meanwhile, remote sellers argue that the current system
of state and local sales tax administration is complex and burdensome due to differences in sales tax law
among the states, coupled with the extensive use of the tax by local governments in many states.

Sales Tax on Condominium Utilities

The sale of electricity, steam, or artificial or natural gas for use in residential condominiums becomes
exempt from the sales and use tax under Senate Bill 14/House Bill 98 (both passed). Currently, the sales



and use tax rate of 5 percent generally applies to the sale of electricity and natura gas; however, the sales
tax does not apply to such sales for homes under a residential rate schedule. Condominiums, on the other
hand, are currently exempt from the sales tax for their fuel charges (or other commodity costs) but are
subject to the sales tax on their base rate charges for their common areas as well as any living units that
are centrally metered. (Individually metered units already receive the full residential rate exemption.)
Under the hill, the common areas of the condominium building and any centrally metered units receive the
full residential exemption. It is estimated that annual general fund revenues will decline by approximately
$400,000 as a result of the expanded exemption.

Exemption for Supplies Supporting Breast-Feeding

Tangible personal property that is manufactured for the purpose of initiating, supporting, or sustaining
breast-feeding becomes exempt from the sales and use tax under Senate Bill 252/House Bill 548 (both
passed). (Many other medical supplies are aready exempt from the sales tax.) The bill will reduce State
sales tax revenues by approximately $350,000 per year.

Antique Dealers - Sales to Out-of-state Vendors

House Bill 284 (passed) addresses purchases of antiques in Maryland by out-of -state vendors. The bill
waives a seller's obligation to collect the sales and use tax on the sale of an antique or used collectible if
the seller recelves a resale certificate from a purchaser with an out-of -state sales and use tax registration
number and certain conditions are met. Under the bill, out-of -state antique dealers will be able to purchase
goods in Maryland for resale without paying the sales tax (versus current law, under which they must pay
the sales tax but may apply for a refund). State sales tax revenues are estimated to decline by
approximately $250,000 per year under the bill.

Miscellaneous Taxes
Tax Amnesty

House Bill 828 (passed) requires the Comptroller to declare an amnesty period for delinquent taxpayers
from September 1, 2001, through October 31, 2001, for penalties attributable to the nonpayment,
nonreporting, or underreporting of income taxes, withholding taxes, sales and use taxes, or admissions and
amusement taxes that

are paid during the amnesty period. The bill also increases specified criminal penalties from $5,000 to
$10,000 under various tax laws, effective at the end of the amnesty period (November 1, 2001). In
addition, the bill provides for the distribution of the receipts from the amnesty program. Finally, the
Comptroller isrequired to report to the Governor and the General Assembly by March 15, 2002, on the
revenues raised under the amnesty program and any other matter relating to the amnesty program.

Distribution of Revenues

Revenues generated under the amnesty program that would otherwise be distributed to the general fund
are to be distributed as follows:

« thefirst $2 million to the Comptroller for expenditures related to publicity for the amnesty program
and increased administrative personnel;

« the next $30 million to the general fund;
« the next $8 million to a special fund for distribution to specified county boards of education and the

New Baltimore City Board of School Commissioners (for further discussion of the distribution of
this revenue, see Part A - Local Aid of this 90 Day Report);



« the next $10 million to the Low Interest Revolving Loan Fund of the Volunteer Company Assistance
Fund to provide funding for capital projects for volunteer fire companies and facilities; and

« any additional revenues would be placed in a special Maryland Tax Amnesty Reserve Fund that
could be used for future purposes as determined by the General Assembly.

Certain tax revenues collected by the Comptroller are required by law to be distributed to county
governments, municipal governments, special tax districts, or the Transportation Trust Fund (TTF) before
any distributions are made to the general fund. The bill requires that funds collected during the amnesty
period that would otherwise be distributed to the general fund are to be distributed in the manner
prescribed by the bill. Revenues that will be distributed to local jurisdictions under the amnesty program
must be used for primary and secondary public education purposes.

The bill also requires the Governor to provide a $30 million general fund appropriation to the Revenue
Stabilization Fund in the fiscal 2003 budget bill as a fiscal year 2002 deficiency appropriation. The fiscal
2002 budget bill includes a $30 million fiscal 2001 deficiency appropriation to the Dedicated Purpose
Fund, contingent on the enactment of House Bill 828, to address Mental Hygiene Administration deficits
and private psychiatric hospital provider reimbursements.

One-time revenues of $70 million could be generated under House Bill 828 of which about $50 million
could be provided to the State, with the remainder distributed to local governments, the Comptroller, and
the TTF. The State offered a tax amnesty period in September and October of 1987 applied to the same
taxes to which this bill applies, as well as to the boat excise tax. A total of $36.6 million was collected,
with $20 million distributed to the general fund.

Tobacco Products

Disposition of Seized Contraband: Under current law, when contraband tobacco products are seized and
forfeited to the State, the Comptroller is required to sell the contraband tobacco products to the following
entities: (1) State institutions; (2) nonprofit charitable institutions; (3) licensed cigarette wholesalers; or (4)
licensed cigarette manufacturers. Since 1999, contraband tobacco products have been sold for
approximately $375,900. The revenue resulting from these sales goes to the State general fund.

During 2000, there was public concern that the sale by the State of contraband tobacco products is
inconsistent with the State's anti-smoking policy. Several bills (all of which failed) were introduced during
the 2001 session in response to these concerns: some bills calling for destruction of such contraband, while
others directed the revenues from contraband sales to anti-smoking programs. Senate Bill 192, Senate Bill
199, House Bill 21, and House Bill 308 (all failed) would have required the Comptroller to destroy all
seized contraband tobacco products. It is estimated that discontinuing the sale of contraband tobacco
products would result in an annual revenue loss of $350,000 to $500,000. House Bill 287 (failed) would
have required that proceeds from the sale of contraband tobacco products be distributed to the Cigarette
Restitution Fund (CRF).

Purchase of Tax Stamps. Senate Bill 327/House Bill 698 (both passed) increase the tobacco wholesal er
cigarette stamp discount from 0.82 percent to 1.1 percent in order to help wholesalers offset their costs
due to the 30 cent per pack cigarette tax increase under Chapter 121 of 1999. In addition, the
Comptroller's authority to exempt wholesalers from bonding requirements is repealed and instead, all
wholesalers will be required to post bonds.

Cigarette wholesalers do not file a return for cigarettes purchased. Instead, the tax is paid by the purchase
of tax stamps. Cigarette wholesalers purchase tobacco stamps in bulk from the Comptroller based on the
inventory of cigarettes they expect to have in their warehouses. The stamps are then attached to the packs
of cigarettes providing visual verification that the tax has been paid. To compensate for the expense of
administering the tobacco tax through the purchase and affixing of tax stamps, wholesalers are given a



discount on the price of the stamp. Chapter 121 of 1999 which increased the cigarette tax by 30 cents per
pack, reduced the licensed cigarette wholesaler discount rate from 1.36 percent to .82 percent to avoid
providing a windfall increase in the amount of the discount provided to purchasers of tax stamps.

" One Maryland" Economic Development Tax Credits

House Bill 1424 (passed) clarifies that tax-exempt organizations under Section 501(c)(3) or (4) of the
Internal Revenue Code are included in the definition of "qualified business entity" for the purposes of the
"One Maryland" economic development tax credits that are allowed for specified costs of economic
development projects and specified start-up costs. The bill also provides that specified individuals and
corporations with no tax liability may file an income tax return in order to claim a refund of the One
Maryland tax credit. Finally, the bill provides that a person subject to the insurance premiums tax may
claim the One Maryland tax credit against the premium tax for specified costs of specified economic
development projects.

An insurer may not claim the One Maryland credit for project costsin either the taxable year in which the
economic development project is placed in service or in the next four taxable years but rather is allowed to
carry forward the credit to the fifth taxable year after the project is placed in service and as a tax credit
against the insurance premium tax imposed for the taxable year. The insurer may claim arefund in the
amount, if any, by which any unused excess exceeds the premium tax for the taxable year. The amount
that may be claimed as a credit or refund in any year, however, is limited to the amount of income taxes
that the insurer is required to withhold for the year from the wages of qualified employees.

Chapter 303 of 1999 created the "One Maryland" economic development tax credit for eligible project and
start-up costs for specified categories of businesses that establish or expand business facilities in a
"qualified distressed county” and the activity creates 25 or more new full-time positions. The credit may
be taken for qualified project costs only if those costs exceed $500,000. The amount of the credit that may
be claimed by a qualified business is limited to $5 million for project costs and $500,000 for start-up costs
with certain other restrictions.

A qualified distressed county is a county, including Baltimore City, with: (1) an average unemployment
rate that exceeds 150 percent of the statewide average unemployment rate over the most recent 18-month
period for which data are available; or (2) an average per capita personal income for the most recent 24-
month period that is at or less than 67 percent of the statewide average per capita personal income.

Transportation Taxes

Administration's Transit Initiative: Senate Bill 200/House Bill 309 (both passed) increase funding for
the Transportation Trust Fund (TTF) in order to support expenditures under the Governor's mass transit
initiative by shifting certain revenue sources that are currently directed to the general fund, including
revenues from the sales tax on vehicle rentals, security interest filing fees, "vanity" plate fees, and
uninsured motorist penalty fees, to the TTF. For a more detailed discussion of Senate Bill 200/ House Bill
309, see the subpart Transportation under Part G - Transportation and Motor Vehicles of this 90 Day
Report.

Boat Excise Tax: House Bill 696 (passed) provides for the continuation of a deduction of the value of a
trade-in vessel from the boat excise tax by repealing the June 30, 2001, termination date for the definition
of "fair market value." For a more detailed discussion of House Bill 696, see the subpart Natural
Resources under Part K - Natural Resources and Agriculture of this 90 Day Report.

Vehicle Excise Tax: House Bill 106 (passed) reduces the total purchase price of motor homes and travel
trailers used to determine the motor vehicle excise tax by the value of a trade-in, subject to certain limits.
House Bill 106 applies to motor homes and travel trailers that incur tax liability on or after July 1, 2001.



Recordation and Transfer Taxes

Transfer from Real Estate Enterprise to Limited Liability Company: Under current law, a proprietorship
that is involved principaly in the buying, selling, leasing, or managing of real property may convert to a
limited liability company without having to pay the recordation tax with respect to property transferred to
the limited liability company. An Attorney General's opinion stated that this provision of law does not
apply to a tenancy by the entirety. A tenancy by the entirety is joint ownership of title by husband and
wife, in which both have the right to the entire property, and upon the death of one, the surviving spouse
has full title to the property. Senate Bill 18 (passed) clarifies current law to exempt from recordation and
transfer taxes real estate conversions to limited liability company status and allows tenancy by the entirety
to claim the exemptions by placing both a proprietorship and a tenancy by the entirety into a newly
defined category called area estate enterprise, each eligible for tax-free conversion to limited liability
company status.

First-Time Maryland Home Buyers. House Bill 952 (passed) authorizes an agent of a first-time
Maryland home buyer to provide a statement that is signed under oath by the buyer stating that he or sheis
afirst-time Maryland home buyer. This statement is necessary to qualify the first-time Maryland home
buyer for the reduced State transfer tax rate of 0.25 percent of the consideration payable and the county
transfer tax exemption.

Miscellaneous Taxes - L ocal
Baltimore City

Hotel Room Tax: Senate Bill 450/House Bill 313 (both passed) extend the requirement through fiscal
year 2007 that at least 40 percent of the proceeds from the hotel room tax imposed by Baltimore City be
appropriated specifically for convention center marketing and the promotion of tourism.

Tax Increment Financing: Senate Bill 733/House Bill 1145 (both passed) make changes to the city's tax
increment financing provisions, including: (1) authorizing the city to use proceeds from tax increment
financing for parking facilities that are either publicly or privately owned but serve a public purpose; (2)
eliminating the requirement that the development district be a contiguous area; and (3) making a technical
adjustment required by the State's change from fractional property assessment to full value property
assessment.

Calvert County

House Bill 471 (passed) repeals the provision of law authorizing the County Commissioners of Calvert
County to levy impact fees and authorizes the county instead to impose, by ordinance, a building excise
tax on building construction within the county. The ordinance must specify the types of buildings subject
to the tax, and different rates may be assessed on different types of construction. The revenues from the
tax will be deposited in the county's general fund and can be used to any lawful purpose in the county.

Frederick County

House Bill 879 (passed) authorizes the County Commissioners of Frederick County to fix, impose, and
collect a building excise tax for financing public road facilities. The county commissioners must conduct a
comprehensive study of the impact of the building excise tax on the Frederick County economy and
submit the results of the study and recommendations to the Frederick County Senators and Delegates on
or before January 1, 2006.

Harford County

House Bill 210 (passed) prohibits Harford County from imposing an admissions and amusement tax on
gross receipts derived from golf entertainment or from any admissions and amusement charge in



connection with a business that provides drive-in movie entertainment.
Prince George's County

House Bill 1197 (passed) decreases the Prince George's County transfer tax rate for county classroom
teachers from 1.4 percent to 1.0 percent. The classroom teacher must occupy the property as his or her
principa residence and be employed as a Prince George's County classroom teacher for a minimum of
three years following the purchase. The rate reduction must be repaid if the requirements are not satisfied.

Washington County

As provided by Chapter 200 of 2000, Washington County must distribute 45 percent of the total hotel
rental tax revenue collected in the county to the county general fund for the purpose of funding the
Hagerstown/Washington County Convention and Visitors Bureau. The remainder goes to a special fund to
help develop tourism attractions, enhance economic development, and support cultural and recreational
projects in the county. House Bill 881 (passed) allows Washington County to deduct actual administrative
costs and legal fees from the special fund into which 55 percent of the county's hotel rental tax revenues
are deposited.

Wicomico County

Chapter 399 of 1992 authorized Wicomico County to adopt by ordinance a transfer tax not to exceed 1
percent. On May 31, 2000, the Wicomico County Council passed an emergency ordinance imposing a 1
percent transfer tax. Although it took effect immediately upon its enactment by the county council, the
transfer tax was petitioned to referendum and was rejected by the voters of Wicomico County at the
November 7, 2000, election. Senate Bill 888/House Bill 1436 (both passed) authorize Wicomico County
to refund local transfer taxes that were assessed and collected during the period from May 31, 2000,
through November 7, 2000.



Part C
State Gover nment

State Agencies, Offices, and Officials
Creation of State Offices and Departments

The General Assembly added two new State agencies, the Office of the Deaf and Hard of Hearing and the
Office of Smart Growth, but chose to expand the Maryland Tourism Development Board instead of
creating a new Department of Tourism.

Office of the Deaf and Hard of Hearing

Senate Bill 407/House Bill 1187 (both passed) create the Office of the Deaf and Hard of Hearing in the
Office of the Governor to promote the general welfare of and provide a number of services for deaf and
hard of hearing individuals. The bills require the director of the office to be a deaf or hard of hearing
individual who is knowledgeable and experienced with issues affecting the deaf and hard of hearing
community.

The office is required to hold at least two public town hall meetings each year to receive comments on the
quality of State services and programs affecting deaf and hard of hearing individuals and the functions and
operations of the office. The office also is required to advise other units of State government and the
Genera Assembly on the needs of the office's client population, to provide reasonable resources that other
units of State government request to serve the office's client population, and to coordinate with other units
of the State government and the federal government to avoid duplication of effort in providing services.

Finally, Senate Bill 407/House Bill 1187 create a 16-member Maryland Advisory Council for the Deaf
and Hard of Hearing to advise the office.

The General Assembly joined 30 other state legislatures in expressing support in Senate Bill 876 (passed)
for the rights of deaf and hard of hearing individuals by recognizing American Sign Language as a
language system. Senate Bill 876 aso recognizes deaf and hard of hearing individuals as a cultural
minority with specialized communication needs. Maryland has over 500,000 residents with hearing loss.

Office of Smart Growth

Senate Bill 204/House Bill 302 (both passed), part of the Governor's Smart Growth legislative package
for 2001, establish an Office of Smart Growth in the executive branch and place the existing Smart
Growth subcabinet into statute. The office, which is expected to be a single point of access for local
governments, nonprofit organizations, developers, and members of the public to learn about Smart
Growth, will:

« promote interagency consensus and cooperation on projects that are consistent with the State's Smart
Growth policy;

« provide education and information to the public on Smart Growth; and

- facilitate the development of comprehensive redevel opment projects with local governments,
developers, and the public to ensure consistency with the Smart Growth policy.

These bills are discussed in further detail in the Environment subpart of Part K - Natural Resources and
Agriculture of this 90 Day Report.



Tourism

House Bill 9 (passed), as originally introduced, would have created a cabinet-level Department of
Tourism, making Maryland one of six states to have such a department. The department would have
consisted of divisions transferred from the Department of Housing and Community Development and the
Department of Business and Economic Development, including the Division of Tourism Development, the
Division of Historical and Cultural Programs, the Maryland Tourism Development Board, the Maryland
State Arts Council, the Commission on African American History and Culture, the Commission on Indian
Affairs, and the Maryland Historic Trust.

However, as finally passed, the bill does not create a new department. Instead, House Bill 9: (1) increases
the membership of the Maryland Tourism Development Board from 17 to 19 members; (2) increases the
funding of the Maryland Tourism Development Board Fund from $6 million in fiscal year 2002 to $8.5
million in fiscal 2003 and each fiscal year thereafter; and (3) requires the board to report by December 1,
2002 to the Senate Finance Committee, the Senate Budget and Taxation Committee, and the House
Economic Matters Committee. The report is to include:

« the board's activities relating to planning, advertising, promotion, assistance, and development of the
tourism industry in the State during fiscal 2001 and 2002;

« the board's plan of activities for fiscal 2003 through 2007; and
« the board's recommendation for funding levels for fiscal 2004 and beyond.
Electronic Gover nment

The General Assembly continued to take strides to facilitate governmental use of electronic information
and electronic information technology while protecting against unnecessary invasions of privacy. In
particular, the fiscal 2002 budget includes language to create a Program Management Office in the
Department of Budget and Management to assist in managing the State's information technology (1T)
program, as well as language requiring the monitoring and documentation of 1T costs. In addition,
legislation was adopted to establish an Electronic Transaction, Advocacy, and Mediation Unit in the Office
of the Attorney General.

State Spending on Information Technology

IT spending in Maryland grew from $333 million to $569 million, an increase of nearly 71.4 percent from
fiscal 1998 to 2001. In fiscal 2001, IT expenditures represented about 3.4 percent of the total State budget.
With IT budgets increasing, the need to properly plan, design, monitor, manage, and implement new
information systems has become more urgent. The State's record of moving projects on schedule and
within budget has been mixed.

Several IT budget initiatives added during the 2001 session were in response to recent I T project failures.
These initiatives are intended to improve how information technology is managed, contracted, and
budgeted, and how datais collected. For example, the fiscal 2002 budget includes $5 million to establish a
Program Management Office in the Department of Budget and Management (DBM). The office will assist
the State Chief of Information Technology and the Secretary of Budget and Management in managing the
State's IT program. This office will be responsible for monitoring and managing IT contracts statewide
and providing technical assistance to agencies experiencing problems with system performance. Budget
bill language restricts 80 percent of the appropriation until DBM submits a comprehensive plan outlining
the steps it proposes to take to reform the IT development process statewide.

Under current practice, all IT costs are reflected in the operating budget. This includes both development
and operating expenses. Development costs generally represent major one-time expenses, as systems are
established and enhanced. In order to more accurately track spending in this area relative to ongoing State



operations, the Fiscal 2002 Budget bill language directs DBM to create programs within each affected
agency similar to programs created for pay-as-you-go capital spending.

Finally, given the importance and increasing magnitude of State spending for information technology-
related development and operations, the budget committees felt that it was imperative that the Genera
Assembly be provided with more comprehensive documentation on agency IT spending plans for
development and operations. The General Assembly adopted language in the fiscal 2002 budget that
provides specific direction to the executive and judicial branches with respect to the documentation
necessary to enhance legidative oversight of the spending of State fundson IT projects.

Electronic Transactions Protection

Senate Bill 363/House Bill 14 (both passed) establish the Electronic Transaction Education, Advocacy,
and Mediation Unit in the Office of the Attorney General to protect the privacy of personal information
and to protect the public from unlawful conduct or practices involving electronic transactions. The bills are
discussed in further detail in the Commercia Law subpart of Part | - Financial Institutions, Commercial
Law, and Corporations of this 90 Day Report.

Unspent State Funds

House Bill 904 (passed) alows a maximum of $1 million of unspent or unencumbered funds at the end of
each fiscal year to be retained within units of State government for uses consistent with the managing-for-
results goals for the following year. The statewide total available in any one year would be a maximum of
$1 million, apportioned among all units. The bill requires the Department of Budget and Management to
approve the retention of the funds. The department also is required to report on the amount of funds
approved to be carried over, as well as how funds are expended. The legislation terminates in three years.

Government Services for Individuals with Limited English Proficiency

In December 1999, a report was released by the Public Justice Center and CASA of Maryland following
extensive surveys conducted in conjunction with the University of Maryland School of Law Latino Law
Students Association. The findings indicated unequal accessto justice in many arenas for the low-income
Latino community in the State. The report found that language barriers pose a significant problem in
access to the courts, access to and representation within the criminal justice system, accessto legal redress
at administrative agencies, and access to low-cost civil legal representation.

The 1999 report also noted that the Latino community in Maryland has grown at a rate five times faster
than the average growth rate for the State's overall population. According to U.S. Census Bureau figures,
Baltimore's Latino community grew from 7,602 in 1990 to 45,972 in 1997. Similarly, other areasin the
State have experienced above-average growth in Latino populations.

The U.S. Census Bureau released a report on August 30, 2000, that noted that Asians and Pacific Islanders
now represent four percent of the State's total population, or 209,147 residents. This represents an increase
of almost 50 percent from 1990, and a growth rate four times higher than the growth rate for the State's
overall population.

Senate Bill 542/House Bill 1160 (both passed) require each State department, agency, or program, on or
before September 1, 2001, to respond to a survey from the Department of Human Resources on the need
for interpretation and tranglation services based on current requests for those services. Agencies also are

required to describe the measures currently being taken to provide interpretation and translation services.

The Department of Human Resources determines there is a need for interpretation and tranglation services
to ensure equal access for individuals with a limited proficiency at speaking English, the department is
required to make recommendations and prepare budgets for the implementation of comprehensive
interpretation and trand ation services. The department shall report to the Senate Economic and



Environmental Affairs Committee and the House Commerce and Government Matters Committee on or
before November 30, 2001 on recommendations concerning the translation of vital documents and the
provision of interpretation services.

Chesapeake Regional Olympic Games Authority

Senate Bill 775/House Bill 586 (Chs. 8 and 9) establish, through an interstate compact with the
Commonwealth of Virginia, the District of Columbia, and the City of Baltimore, a Chesapeake Regionad
Olympic Games Authority to oversee the conduct of the 2012 Olympic games. The regional authority will
come into existence if the International Olympic Committee (I0C) awards the 2012 Olympic games, in
2005, to the Washington/Baltimore Regional 2012 Coalition (WBRC 2012). The regiona authority shall
cease to exist on January 1, 2014, unless subsequently extended by legidation.

The regional authority is to be composed of 11 voting members, with three from each of the two states and
the District of Columbia, and one from Baltimore City. One of the members must be appointed from
WBRC 2012. The regional authority isin turn required to form a regional authority advisory committee.

If WBRC 2012 is selected as the host for the 2012 Olympics, the regional authority shall form the
Organizing Committee for the Olympic Games (OCOG) which shall provide reasonable funds for the
operation of the regional authority. The regional authority shall have general administration and legal
oversight authority over OCOG and shall exercise emergency budgetary and planning powers in the event
OCOG experiences financia distress. If there is any financial deficit resulting from hosting the 2012
Olympic Games, OCOG shall be liable for the first $25 million, and the regional authority shall be liable
for up to $175 million should the deficit exceed $25 million.

Any liability incurred by the regional authority, not covered by any available insurance, shall be further
indemnified by the signatories in proportion to the relative economic benefit expected to accrue to each
signatory:

« Maryland, subject to appropriation, shall be liable for 53 percent;
« Virginia shall be liable for 19 percent; and
« the District of Columbia shall be liable for 28 percent.

Each signatory is further required to ensure that necessary facilities are built and transportation
infrastructure improvements take place, to provide access to existing facilities and resources as specified in
WBRC 2012's bid proposal, and to provide adequate security, fire protection, and other governmental
related services at a reasonable cost.

The Acts do not take effect until similar legislation is passed by Virginia and the District of Columbia, and
upon the concurrence in these Acts by the other jurisdictions, the Governor of Maryland is required to
issue a proclamation declaring these Acts valid and effective. In April 2001, the Governor of Virginia
signed similar legislation passed earlier in the year by the Virginia General Assembly. The District of
Columbia is expected to consider similar legislation later this spring.

Veterans and Militia | ssues

Veterans

The Maryland Veterans Commission has 29 members, including members who specifically represent
Vietnam veterans and Korean War veterans. However, there is no member to specifically represent World
War |1 veterans. Senate Bill 9 (Ch. 13) requires the at-large member of the commission to be a veteran of
World War II.



House Bill 1213 (passed) requires the Maryland V eterans Commission and the Maryland Department of
Veterans Affairs to study the feasibility of establishing a veterans cemetery on the grounds of the former
Bainbridge Naval Training Center in Cecil County. The commission and the department must report the
results of the study to the appropriate committees of the General Assembly and the Cecil County
legidlative delegation on or before November 30, 2001.

House Bill 51 (passed) requires the POW/MIA Flag of the National League of Families of American
Prisoners and Missing in Southeast Asiato be flown all year long at each rest area, welcome center, and
exhibit center within interstate and State highway rights-of-way. The bill also requires the United States
flag and the State flag to be flown with the POW/MIA flag. House Bill 24 (failed) would have required
the POW/MIA flag to be flown over the State House each year on up to 12 designated days that honor our
veterans and our country.

Militia

House Bill 107 (Ch. 45) redesignates the officers and directors that the Adjutant General of the Maryland
National Guard may appoint. The redesignation formalizes the existing organizational structurein the
Maryland National Guard by codifying the positions of chief of state operations and administrative officer.
Further, the Act modifiesthe title of director of administration to be director of finance. The Act also
requires the Adjutant General to appoint four assistant adjutant generals, reflecting an increase of two
positions, and requires that two positions be designated for army and two for air.

Other State Agency Business

Maryland African American Museum Cor poration

House Bill 186 (passed) authorizes the Maryland African American Museum Corporation to establish
compensation, holidays, and leave for corporation employees. The bill also exempts employees and
officials of the corporation from liability under the Maryland Tort Claims Act.

In addition, House Bill 186 for the first time requires the investment in State, local, or federal bonds or
obligations of State-appropriated moneys of the corporation and those moneys the corporation is required
by the General Assembly to raise for museum construction from sources other than the State. Under
current law, the corporation is authorized, but not required, to invest any of its moneys in this manner.

Finally, House Bill 186 repeals existing law that makes the corporation subject to any State and local
regulatory requirements to which a private corporation would be subject, including the zoning and
subdivision regulations of Baltimore City. Instead, the bill requires the corporation, in planning and
developing the museum, to submit its preliminary plans to the city for review, and requires the corporation
to consider the city's comments before approving the final plans for the museum.

Advisory Council to the Center for the Study of the Health Effects of Fire

Senate Bill 472 (passed) removes the requirement that the Senate of Maryland confirm appointments by
the Secretary of Health and Mental Hygiene to the Advisory Council to the Center for the Study of the
Health Effects of Fire. Typically, appointees to State boards, councils, and commissions are required to be
confirmed by the Senate only if appointed by the Governor. This bill conforms the provisions governing
appointments to the advisory council to other provisions of law that do not require Senate confirmation.

State Advisory Council on Heart Disease and Stroke

Senate Bill 330/House Bill 492 (both passed) rename the State Advisory Council on High Blood Pressure
and Related Cardiovascular Factors to be the State Advisory Council on Heart Disease and Stroke. The
bills also add eight members to the council, altering its makeup to include more representatives of various
health organizations. These bills are discussed in further detail in the Public Health subpart of Part J -



Health of this 90 Day Report.
Official State Designations

The General Assembly considered a number of billsin the 2001 session that would have designated new
State symbols. Only one of the measures passed, House Bill 157 (passed), which designates the calico cat
as the State cat.

House Bill 290 (failed) would have designated the Patuxent River agate as the State gem; House Bill 1372
(failed), would have made the raven a State bird in addition to the Baltimore Oriole; Senate Bill 358
(failed) would have designated the pinxterbloom azalea as the State shrub; and House Bill 1057 (failed)
would have repealed Maryland! My Maryland! as the State song.

Special Observances

House Bill 647 (passed) requires the Governor to proclaim the month of March each year as Women's
History Month. The proclamation is required to urge educational and cultural organizations to observe
Women's History Month with appropriate programs, ceremonies, and activities. "National Women's
History Week" was first commemorated by a Congressional resolution in 1981. In 1987 the U.S. Congress
expanded the celebration to the entire month of March, and since then the resolution has been approved
every year by Congress and signed by the President.

Senate Joint Resolution 4/House Joint Resolution 4 (both passed) recognize the 17 Navy personnel who
were killed October 12, 2000, in aterrorist attack on the U.S.S. Cole during a refueling stop in Y emen.
Among those killed were three residents of Maryland. The resolution memorializes in particular Joshua
Langdon Parlett, Engineman Fireman from Churchville; Patrick Howard Roy, Fireman Apprentice from
Keedysville; and Craig Bryan Wibberley, Seaman Apprentice from Williamsport.

House Joint Resolution 3 (passed) designates April 24 as the Maryland Day of Remembrance of the
Armenian Genocide, which was perpetrated by the Ottoman empire in 1915 and thereafter.

Elections
Statewide Voting System

The national attention that the 2000 presidential election received has prompted many states to consider
establishing uniform voting systems. Maryland followed suit when the Governor established the Special
Committee on Voting Systems and Election Procedures chaired by Secretary of State John T. Willis. The
specia committee was formed to evaluate the voting systems and election procedures used in Maryland.
Included in the special committee's study was a review of voting and registration procedures which is
discussed below under "Statewide Voter Registration." The special committee submitted its
recommendations to the Governor in February 2001.

Maryland uses a combination of voting systems including optical scan, lever machine, direct recording,
and punch-card technology. Nineteen of the State's jurisdictions use the optical scan technology which
consists of specially marked ballots that are read by a tabulating machine. Three counties use the
mechanical lever machine which requires manually pulling a series of levers to cast a vote. Baltimore City
recently purchased a computerized, direct recording system at a cost of $5 million. This system allows a
voter to vote in a manner similar to an automated teller machine. The punch-card system is used in
Montgomery County.

The special committee recommended that the State Board of Elections (SBE) establish a uniform,
mandatory voting system for use in polling places and a system for tabulating absentee ballots.
Specifically, the special committee recommended an optical scan system for absentee voting and a direct



recording system for polling places. The system selected for voting at polling places should: (1) allow
voter secrecy; (2) prevent

overvoting and unintentional undervoting; (3) allow for local and centralized vote tabulation; (4) allow a
voter to review their choices; (5) provide a paper record of all votes cast; and (6) be accessible to disabled
voters.

Senate Bill 833/House Bill 1457 (both passed) require SBE, in consultation with the local election
boards, to select and certify a statewide voting system. SBE is responsible for acquiring the system
selected. The bills do not specify the type of voting system to be acquired but direct SBE to follow
specified guidelines for selecting a system. The costs of acquiring and operating the voting system will be
shared between the State and the counties on a 50/50 basis. A county's share of acquiring and operating
the system will be based on the county's voting age population. The 2002 supplemental budget includes $2
million for the State's share of the system's cost. An additional $100,000 is appropriated for training costs
associated with the new system. The bills also suspend the requirement in State law requiring the SBE to
decertify the mechanical lever voting system after January 1, 2002, until a statewide system is selected and
certified by SBE and is available for use by voters in those counties with mechanical lever voting systems.
Jurisdictions that purchased a voting system certified by SBE in the previous ten years, and before
December 31, 2000, are not required to adopt the statewide system until 2006.

SBE developed a cost estimate for a direct recording, touch-screen voting system in December 2000,
which included leasing versus purchase costs per county. According to this estimate, the total cost to
purchase the system statewide would be $36.8 million. Alternatively, total annua lease payments would be
$5.8 million. Total annual maintenance costs would be $858,000. These cost estimates represent only one
specific type of voting system and the annual maintenance costs associated with that system. It does not
include warehousing costs, the costs of special voting units for handicapped voters, and delivery costs.
Warehousing costs for some computerized systems would include the costs of required specia climate
controlled storage space.

Actual costs of a new system would likely be greater than the 2000 estimate due to the high demand for
new voting systems after last year's presidential election and the limited supply of independently certified
systems.

Statewide Voter Registration
Provisional Ballots and Registration Procedure

Voter registration received considerable attention from the General Assembly during the 2001 session. The
central issue has been the thousands of voters who were unable to vote in the 2000 general election
because no registration information was on file at their respective local boards of election. This was
primarily due to the procedural framework surrounding implementation of the federal Motor Voter Law by
the Motor Vehicle Administration (MVA) and the local election boards.

When an individual moves between local jurisdictions in the State at MV A, this information is forwarded
to the local election board, which automatically removes the voter from the voter registry. However, the
voter is not automatically registered with the local board at the new address unless the voter submits an
application for voter registration and also fills out and returns a voter registration form. The application for
registration is usually filled out by a voter when the voter comesto MV A to change the voter's address.
The actual voter registration form is sent to the voter's home address at a later date. Many individuals
never complete the actual voter registration form when they receive it in the mail because they mistakenly
believe they have already completed the registration process while at MVA.

MVA is coordinating with SBE to transmit voter registration information electronically to SBE. The
consensus among State officials has been to establish a more coordinated system of voter registration to



avoid the problems associated with relocating voters. SBE isin the final stages of implementing a
centralized voter registration database that would be able to access the registration files of all 24 local
boards. It will be used to exchange or update files between SBE, the local boards, MV A, and the
Administrative Office of the Courts (regarding felony convictions).

House Bill 1458/Senate Bill 740 (both passed) include the recommendations of the Special Committee on
Voting Systems and Election Procedures concerning voter registration and the use of provisional ballots.
The bills establish registration and election day procedures designed to reduce the number of individuals
unable to vote on election day as a result of changing residences. Under the bills, local election boards are
prohibited from removing a registered voter from their registries until the voter has sent registration
information to the local board corresponding to the voter's new address and have received confirmation
from that local board that the person has been added to the their registry. A registered voter is no longer
required to apply for a new voter registration at the local board each time the voter changes address.
Instead, local boards must automatically register any voter who has been previously registered in another
local jurisdiction within the State.

In addition, the bills modify election day procedures to provide a temporary registration certificate and
provisional ballot to any voter whose registration cannot be confirmed on election day and who can
demonstrate, among other things, a prior effort to register. This procedure allows local boards to confirm
the registration status of individuals and canvass their ballots after election day.

Campaign Finance
Public Financing of Campaigns

Public financing of State election campaigns received considerable attention from the General Assembly
during the 2001 session. State law has provided a system of public financing of elections only for the
Governor and Lieutenant Governor candidates. The system is administered through the Fair Campaign
Financing Fund, which is funded through a tax check-off system.

House Bill 1248 (failed) would have established a Study Commission on Public Funding of State
Campaignsin Maryland. The bill would have required the commission to receive testimony and consider
the role of political action committees (PACs), contribution limits, disclosure requirements, and issue
advertising.

Senate Bill 360 (failed) would have established the Clean Campaign Public Financing Fund to publicly
finance political campaigns for eligible candidates to the General Assembly. The fund would have been
financed using a tax check-off system.

Contributions and Expenditures

Contributions: With the enactment of legislation in 1988, employers have been allowed to pool political
contributions made by payroll deduction and then transfer those funds to the treasurer of the designated
candidate or political action committee (PAC). Since passage of the 1988 |egislation, many trade
associations have relied on voluntary PAC contributions made by the members at the time of dues
payment. A voluntary PAC contribution amount had been included on the annual dues bill, which enabled
members to write one check for the amount of their dues and a contribution to the association's PAC.

A recent opinion of the Attorney General has interpreted State law to prohibit PAC contributions from
passing through third-party organizations such as trade associations or other entities affiliated with a PAC.
This halted the longtime practice of organizations allowing their members to send in contributions to their
affiliated PACs as part of the membership dues payment. The opinion aso prohibited an employee
organization from collecting membership dues and PAC contributions from employee payroll deductions.

Senate Bill 518/House Bill 778 (both passed) allow PAC contributions by members of trade associations



or other entities affiliated with a PAC to be transmitted in one payment along with membership dues. The
bills also allow an employee organization to collect membership dues and PAC contributions from
employee payroll deductions. Asin current law, the bills impose strict safeguards to make sure that all
contributions made through dues billing are done voluntarily and with a clear record of what was
contributed and by whom.

Expenditures. Currently, the only permissible way to make a campaign expenditure is by a check drawn
from the campaign's bank account. In response to administrative and logistical difficulties this requirement
has caused candidates, Senate Bill 36 (Ch. 14) allows candidates and other representatives of a campaign
to make purchases on behalf of the campaign provided that a receipt record is kept and the purchase is
reimbursed directly from the campaign committee's account. The Act, an emergency measure, became
effective April 10, 2001.

Reporting Requirements

Supplemental Campaign Finance Statement: The Governor, Lieutenant Governor, Attorney General, and
members of the General Assembly are required to file four campaign finance reports on contributions and
transfers. A fifth report is due at the end of each four-year election cycle. In any election year, the fourth
report is due in November and the following report is not due to be filed until after the General Assembly
has adjourned for the year. Since many State lawmakers engage in fundraising activity between the filing
of the last report of the year and the start of the legislative session in January (there is a fundraising
moratorium during session), the General Assembly considered House Bill 394 (failed). The bill would
have required members of the General Assembly to file a supplemental campaign finance report during
the early weeks of the legidlative session reflecting contributions and transfers over $5,000. This additional
report would have disclosed the contribution activity of campaigns just prior to a legislative session.

Candidate Loans. Senate Bill 708 (Ch. 38) exempts loans by a candidate or the candidate's spouse from
the procedura requirements for making a loan to the candidate's campaign committee provided that the
loan does not accrue interest. The Act specifies that the interest foregone would not be considered a
contribution to the campaign. The State election code imposes several procedural requirements for making
loans to candidates. All loans require written consent of the candidate, written terms, the lender's name,
address, and signature, a schedule of repayment, and a stated interest rate.

Election Board Procedure and Personnel

Absentee Voting

House Bill 196 (passed) modifies the conditions under which a voter may obtain an absentee ballot. The
State election code allows a voter to obtain an absentee ballot only if the voter is certain that the voter
"will" be absent from the voter's designated polling place on election day. The bill changes the law to
allow a voter to obtain a ballot if the voter "may" be absent on election day.

Election Judges: Selection Process

Senate Bill 312 (passed) allows a minor at least 17 years old to be appointed as an election judge. The bill
stipulates that any minor under consideration by an election board must meet al of the other qualifications
to be aregistered voter in that jurisdiction. Previously, the appointment of minors to election judge
positions was allowed only in Prince George's County.

Voting Rights - Convicted Persons

State law disenfranchises individuals who have been convicted more than once of an infamous crime.
Infamous crimes are defined as treason, felonies, and crimes involving deceitfulness or falsification.
House Bill 495 (passed) creates an 11-member task force to study repealing the disenfranchisement of
convicted felons in Maryland. The charge of the task force is to examine the effect of multiple convictions



on the voting rights of felons nationwide. The task force is expected to report its findings on or before
December 31, 2001.

Senate Bill 83 (failed) would have allowed individuals convicted more than once of these crimes to
become registered voters provided they have fully completed their court-imposed sentences.

Ethics
L obbyist Ethics Reform

House Bill 2 (passed) includes major changes in the Maryland Public Ethics Law as it relates to |obbyists.
The bill incorporates the recommendations of the Study Commission on Lobbyist Ethics, which was
created by the General Assembly in the 1999 session (Senate Joint Resolution 3/House Joint Resolution
20). A summary of the changes relating to lobbyist ethics is set forth below.

Mandatory Lobbyist Training

« House Bill 2 requires the Ethics Commission to provide a training course for regulated lobbyists at
least twice each year regarding the provisions of the ethics law. It requires each regulated lobbyist to
attend at least one training course in each two-year period during which the lobbyist has registered
with the Ethics Commission.

Legal Advice from the Commission

« Thehill requires the Ethics Commission to provide counsel to advise persons who are subject to the
jurisdiction of the Ethics Commission.

Enfor cement of the Ethics Law

« House Bill 2 authorizes the Ethics Commission to require a regulated lobbyist who violates the
ethics law to file additional reports or information relating to the required registration or lobbying
activity reports.

« The bill authorizes the Ethics Commission to directly impose an administrative fine not exceeding
$5,000 for each violation.

« Thebill authorizes the Ethics Commission to suspend the registration of an individual regulated
lobbyist who has knowingly and willfully violated the lobbyist regulation subtitle of the ethics law
or has been convicted of a criminal offense arising from lobbying activities, and prohibits the
lobbyist from lobbying for compensation for up to three years. Also, the bill authorizes the Ethics
Commission to revoke the registration of a regulated lobbyist who, based on acts arising from
lobbying activities, has been convicted of certain offenses. The bill authorizes an individual whose
registration has been suspended or revoked to apply to the Ethics Commission for reinstatement of
the lobbyist's registration.

« Thehill increases, from $1,000 to $10,000, the maximum fine that can be imposed for a
misdemeanor conviction for a knowing and willful violation of most of the lobbyist regulation
subtitle of the ethics law. It increases, from one year to two years, the statute of limitations
applicable to the prosecution of a criminal violation of the ethics law.

Electronic Filing and On-Line Public Inspection of Regulated L obbyist Reports

« House Bill 2 requires the Ethics Commission to develop procedures for various regulated |obbyist
reports to be filed electronically and made available for public inspection electronically through the
Internet.



L obbyist Registration

« Thehill applies legidative lobbying registration "triggers" to executive branch activities relating to
the adoption of regulations and issuance of executive orders.

« It requires registration for a person who lobbies by means of communication other than "face-to-
face" and who receives significant compensation.

« Thehill requires registration for a person who is compensated to influence executive action to
secure a business grant or loan with a value of more than $100,000.

L obbyist Activity Reporting

« House Bill 2 requires the issuance of written invitations and registration of a legislative unit meal or
reception with the Department of Legidlative Services at least five days before the meal or
reception. It requires the Department of Legidative Services to publish a weekly notice of the date
and location of the meal or reception and the legislative unit that was invited to the meal or
reception, and to forward the registration to the Ethics Commission within three business days. The
bill also requires a lobbyist who files a registration report to report to the Ethics Commission within
14 days after the date of the meal or reception: (1) the total cost of the meal or reception; (2) the

identity of any contributing sponsor; and (3) the amount of the contribution made by a contributing
sponsor.

Prohibited Practices

House Bill 2 prohibits regulated lobbyists from engaging in the following activities:
« initiating or encouraging the introduction of legislation for the purpose of opposing it;
« counseling any person to violate any provisions of the ethics law or any other State or federal law;
« engaging in or counseling any person to engage in fraudulent conduct;

« knowingly making to an official or employee a statement of material fact relating to lobbying
activity that the regulated lobbyist knows to be false;

« engaging in lobbying without being properly registered as a regulated lobbyist;

« reguesting an official or employee to recommend to a potentia client the lobbying services of the
regulated lobbyist or any other regulated lobbyist;.

« making a gift that has been solicited in violation of law;

« engaging in any charitable fund-raising activity at the request of an official or employee, including
soliciting or transmitting a charitable contribution;

« making or facilitating the making of any loan of money, goods, or services to an official or
employee, except in the ordinary course of business;

« knowingly concealing the identity of a lobbying client from an official or employee;
« committing a criminal offense arising from lobbying activity; and

« while serving on a State or local central committee, serving as an officer or participating in fund-
raising or in actions relating to filling a vacancy in a public office.



Poalitical Campaign Activity and Reports of Contributions

« House Bill 2 requires an individual, regulated lobbyist to file a separate report, at the time of filing
the lobbying activity report, disclosing any contributions made during the reporting period to
members of the General Assembly, the incumbent in one of the four statewide offices, or candidates
for any of those positions.

« Thehill requires the employer of a regulated lobbyist to file a semi-annual report with the State
Board of Elections, disclosing contributions of at least $500 made to a member of the Genera
Assembly, the incumbent in one of the four statewide offices, or candidates for any of those
positions.

« Thebill prohibits an individual lobbyist from forwarding fund-raiser tickets or other fund-raising
solicitations to benefit a member of the General Assembly, the incumbent in one of the four
statewide offices, or candidates for any of those positions.

L obbyist Serving as Gover nmental Official or Employee

« House Bill 2 prohibits a regulated lobbyist from being a governmental official or employee who is
subject to the ethics law. An uncodified provision grandfathers |obbyists who are members of boards
and commissions as of April 15, 2001, but it only applies until November 1, 2002.

Other Legidation Concerning L obbying

House Bill 1302 (failed) would have exempted officials and employees of a nonprofit entity under §
501(c)(3) of the Internal Revenue Code who do not lobby on behalf of any other entity from registering as
a regulated lobbyist with the State Ethics Commission under certain circumstances.

House Bill 960 (failed) would have narrowed an exemption for registering as a regulated lobbyist. The bill
would have required that a public official or employee of the State, or of a political subdivision of the
State, whose official duties during the regular session of the General Assembly consist primarily of
attempting to influence legidative action, must register as a regulated lobbyist.

House Bill 1330 (failed) would have eliminated the element of intent from specified prohibited actsin
provisions of the Ethics Law that relate to regulated lobbyists. The bill would have repealed |anguage that
a person must knowingly and willfully or knowingly commit certain offenses to be found in violation of the
law.

Giftsto Legidators

House Bill 816 (failed) would have atered the general prohibition on a member of the General Assembly
from accepting a gift under the Maryland Public Ethics Law. The bill would have repealed the exception
that allows a member to accept food or beverages at the time and geographic location of a meeting of a
legislative organization for which the member's presiding officer has approved the member's attendance at
State expense such as the National Conference of State L egislatures.

House Bill 905 (failed) would have required the Joint Commission on Legidlative Ethicsto adopt rules
that require a member of the General Assembly who buys a sports ticket, meal, or other item from a
regulated lobbyist, that would be prohibited as a gift under the conflict of interest provisions of the ethics
law, to disclose and verify the purchase.

Senate Bill 419 (failed) would have qualified the provision that allows a member of the General Assembly
to accept food or beverages from lobbyists at meetings of |egislative organizations for which the member's
presiding officer has approved the member's attendance at State expense. The bill would have added the
requirement that all legislators attending the meeting must be invited to the occasion at which the food or



beverages are served.
Offices of Sheriffsand the State's Attorneys

House Bill 108 (passed) makes all employees of each Sheriff's Office and each State's Attorney's Office
subject to the State's Ethics Law by including in the definition of "executive unit” the Office of the Sheriff
and the Office of the State's Attorney in each county. The bill excludes the deputy sheriff and all other
employees in the Office of the Sheriff as well as a deputy or assistant state's attorney and all other
employees in the Office of the State's Attorney from the requirement to file a financial disclosure
statement.

Procurement
Minority Business Enterprise Programs

In 1978, the General Assembly established the State's Minority Business Enterprise (MBE) Program. In
1989, the United States Supreme Court held, in City of Richmond v. J. A. Croson Co., 488 U.S. 469, that
state or local MBE programs using race-based classifications are subject to strict scrutiny under the equal
protection clause of the Fourteenth Amendment of the United States Constitution. Since the Croson
decision, the State has commissioned two minority business utilization studies. The most recent study,
prepared by National Economic Research Associates (NERA) and completed in January 2001, concludes
that there continues to be evidence of MBE underutilization in all major procurement categories and for all
categories of MBES even though the State is exceeding the current 14 percent overall participation goal.
Moreover, the study finds statistical and anecdotal evidence of discrimination against MBES, particularly
African American owned businesses, in the small business credit market. Although the utilization and
availability percentages varied by type of procurement, the study found the overall percentages as shown

in Exhibit C.1.
Exhibit C.1

Availability and Utilization Per centages by MBE Classification
Classification Availability % Utilization %
African American 7.90 4.49
Hispanic 2.13 1.79
Asian 4.27 3.07
Native American .66 .07
White Female 12.74 7.66
All MBEs 26.90 17.08

Source: Utilization of Minority Business Enterprises by the State of Maryland, National Economic Research Associates, January 8,
2001

Senate Bill 210/House Bill 306 (both passed) continue the MBE program until July 1, 2006, and increase
the overall MBE participation goal for each State procurement unit from 14 to 25 percent of the total
dollar amount of contracts issued. In reaching the 25 percent goal, the bills require that at least 7 percent
of the dollar amount of contracts be with certified African American-owned businesses and at least 10
percent of the dollar amount of contracts awarded be with certified women-owned businesses. The hills
revise the definition of minority business enterprise to require that the daily business operations be
managed by one or more socially and economically disadvantaged individuals who are a'so owners. The
bills define socially and economically disadvantaged individuals and create a rebuttable presumption that
individuals who fall within the defined criteria are socially and economically disadvantaged, subject to an



exclusion for individuals with certain personal net worth.
Senate Bill 210/House Bill 306 also require that:
« procurement units meet the stated goals using race neutral measures to the highest possible degree;

« units entering into construction contracts implement programs to enable them to evaluate each
contract to determine the appropriateness of the stated goals; and

« MBE contractors meet the same MBE subcontracting and bidding requirements as other contractors.

The State certification agency, the Department of Transportation, is required to complete another study of
the MBE program by September 30, 2005. To facilitate that study, the Board of Public Works is authorized
to adopt regulations requiring bidders to submit information related to the study, including confidential
information, to the procuring unit.

The board is also charged with completing two studies and reporting its findings and recommendations to
the General Assembly by December 1, 2001. One study is to evaluate the possibility of certifying
nonminority males who own businesses located in distressed counties. The other study isto evaluate the
possibility of establishing a process for procuring units, when awarding State contracts, to recognize
efforts of contractors to achieve minority business participation in private sector projects.

Construction Contracts - Retainage and Prompt Payment

Current procurement law imposes a 5 percent of total contract value limitation on the amount of retainage
that the State may hold in certain procurement construction contracts. The same limitation isimposed on
contractors in relation to their subcontractors and subcontractors in relation to the next tier subcontractors.
Current law also requires that contractors performing work pursuant to a State procurement construction
contract pay their subcontractors any undisputed amount to which the subcontractor is entitled within ten
days of payment received by the contractor. This obligation is also imposed on subcontractors in relation
to lower tier subcontractors.

Since 1999, the University System of Maryland has been exempted from most of the general State
procurement law, including the retainage and prompt payment provisions. Senate Bill 487/House Bill 409
(both passed) make these provisions applicable to the University System of Maryland.

Information Technology

House Bill 903 (passed) requires the Secretary of Budget and Management to adopt, by regulation, a
streamlined process to procure information technology services (defined in existing State law as all
electronic information processing hardware and software, including maintenance, telecommunications, and
associated consulting services). There will be two stepsin the streamlined process. The first step allows
offerors to participate in a procurement process that pre-qualifies vendors in specific categories of
information technology services. Pre-qualified vendors enter into a standard contract with the State for a
specified period of time. In the second step, a procurement unit requiring information technology services
must solicit for specific services from the pre-qualified vendors pursuant to task orders which specify
evaluation criteria. For task orders exceeding $100,000, the procuring unit must seek responses from all
pre-qualified offerors in the appropriate category; for task orders of $100,000 or less, a minimum of six
responses must be sought.

Procuring units also must be required to evaluate the performance of vendors after work is completed.

Board of Public Works

House Bill 79 (passed) increases from $2,000 to $10,000 the amount that the Board of Public Works may



authorize State agencies to pay for settlements, judgments, and counsel fees, without appearing before the
board for approval.

Regulations and the Administrative Procedures Act
Regulatory Review and Evaluation Act

Task Force on Regulatory Reform

The Task Force on Regulatory Reform was created under Senate Joint Resolution 11 (Joint Resolution 9)
of 1999 to examine:

« the existing process for the review of regulations under the State's Regulatory Review and
Evaluation Act; and

« a least twotitles of the Code of Maryland Regulations to identify ways to clarify language,
eliminate obsolete language, apply a cost/benefit analysis and small business impact assessment, and
identify regulatory requirements that may exceed federal standards.

Under the regulatory review and evaluation process that the Task Force examined during the 2000 interim,
each unit of State government must review all of its existing regulations every eight years, according to a
schedule set by executive order of the Governor. Each unit must first submit to the Joint Committee on
Administrative, Executive, and Legidative Review (AELR Committee) of the General Assembly a work
plan detailing its planned review. A work plan must:

« include a description of the procedures and methods to be used in evaluating regulations,

« identify the individuals in the unit who will coordinate the evaluation and communicate with the
AELR Committee; and

« establish the schedule the unit must follow in completing its evaluation report in a timely manner.

A unit subsequently must submit an evaluation report to the AELR Committee detailing the results of its
analysis and a summary of the regulations that the unit will revise, repeal, or reorganize.

Reform of the Regulatory Review and Evaluation Process

Senate Bill 383/House Bill 671 (both passed) implement the recommendations of the Task Force for
reforming the regulatory review and evaluation process.

The bills require an individual or entity charged with adopting regulations for a unit of State government

(an adopting authority) to submit every eight years to the Governor and the AELR Committee a schedule
of regulations to be reviewed. To the extent possible, a unit must schedule related regulations for review

concurrently, in groupings no larger than a subtitle, unless good cause exists for reviewing regulations in

groupings larger than a subtitle.

Senate Bill 383/House Bill 671 also require that a unit submit a work plan for reviewing regulations at
least one year before the commencement of the review of existing regulations. A work plan may include
procedures for inviting public comment, to ensure the participation of stakeholders and other affected
agencies, and for gathering and reviewing relevant data and the regulations of other states or the federal
government. The evaluation report submitted one year later must include:

« alist of any stakeholders or affected agencies invited to review the regulations and summaries of
their participation;



« adescription of the process used to solicit public comment;

« summaries of all comments received and the adopting authority's responses,

« adescription of any inter-agency conflict resolved; and

« asummary of any relevant data or regulations of other states or the federal government.

If the unit's evaluation report states that the unit plans to propose, repeal, or reorganize any regulations, the
report also must state why those regulations are being proposed, repealed, or reorganized.

Senate Bill 383/House Bill 671 allow an adopting authority, at the time that the adopting authority
schedules regulations for review, to certify to the Governor and the AELR Committee that a regulation is
exempt from review because:

« the review would not be effective or cost-effective;
« theregulation isfederally mandated or federally approved; or

« theregulation wasinitialy adopted or comprehensively amended during the preceding eight-year
cycle.

The adopting authority must provide to the Governor and the AELR Committee written justification for
the exemption certification. The Governor or the AELR Committee may request that a review be
conducted notwithstanding the claim of exemption.

Finally, the bills provide that regulations scheduled before January 10, 2001, for review before
July 1, 2003, are to be reviewed under the procedures established by law prior to the implementation of
Senate Bill 383/House Bill 671.

Unsolicited State Procurement Proposals

Senate Bill 315/House Bill 383 (both failed) would have implemented recommendations of the Task
Force on Regulatory Reform relating to unsolicited State procurement proposals for innovative goods and
services. Under the bills, a unit of State government that would have otherwise been legally authorized to
contract for goods or services could have awarded a contract for goods and services based on an
unsolicited proposa without the need to comply with procedures for sole source procurement or
competitive sealed bids or proposalsif:

« there existed a State need for the goods or services;

« the contracting unit certified to the Board of Public Works that the proposal isinnovative and that
the goods or services do not closely resemble goods or services otherwise available; and

« the contracting unit certified to the board that the use of procedures for sole source procurement or
competitive sealed bids or proposals would not be effective or cost-effective, and stated the basis for
this certification.

Under the hills, the Board of Public Works would have been required to approve the award in writing
before the contract could be executed and a contract could not have been awarded for an unsolicited
proposal for more than two years. Not more than 30 days after the execution and approval of a
procurement contract based on an unsolicited proposal, the procuring unit would have been required to
publish notice of the award in the State's Contract Weekly.

Representation Befor e the Office of Administrative Hearings



House Bill 1310 (passed) authorizes a person who is not licensed to practice law in Maryland to represent
aunit of State government in a proceeding before the Office of Administrative Hearings (OAH). Current
law establishes specific situations where an unlicensed person may provide representation before OAH.
However, current practice under OAH isto allow representation by a non-attorney in situations beyond
those authorized by statute. This bill codifies existing practice.

I nspection of Electronic Fare M edia Public Records

House Bill 1105 (passed) facilitates the Maryland Transportation Authority's plans to integrate Maryland's
electronic toll collection system with systems in other states by allowing the authority to share the
information necessary to implement the integrated system. Specifically, House Bill 1105 allows the
inspection of photographs, videotapes, or electronically recorded images of vehicles, vehicle movement
records, personal financial information, credit reports, or other personal or financial data created, recorded,
or obtained by, or submitted to, the authority in connection with any electronic toll collection system or
associated transaction system by:

- athird party that has contracted with the authority to use an electronic toll collection system for
non-toll applications in the collection of revenues due to the third party; or

« an entity in another state operating or having jurisdiction over atoll facility.

The bill also allows the authority to access the same records in an investigation or proceeding relating to a
speeding violation.

Per sonnel
Employee Compensation

Personnel expenditures, the cost of which is estimated at $5.1 billion, constitute a magjor component of the
fiscal 2002 budget. This figure represents an increase over fiscal 2001 working appropriations of
approximately $422.2 million, or 9.1 percent. The largest share of this increase is devoted to regular and
contractual employee salaries which grow by 4 percent in fiscal 2002.

There is a significant budgetary impact of $107.5 million for new regular positions. This budgetary impact
reflects an additional 3,046 full-time equivalent (FTE) positions in the Governor's budget, 15 FTE
positions in the supplemental budget, and legislative reductions of 110.7 FTE positions, for a net increase
of 2,950.3 FTE positions.

In addition to the salary increases associated with new and existing positions, increases in the cost of
benefits also add significantly to the total compensation paid to State employees. In particular, the costs of
health, dental, and mental health benefits increase by $78.3 million, or 17.6 percent over that paid in fiscal
2001.

Approximately $9.3 million in the fiscal 2002 budget will be devoted to reclassify salaries of nurses. The
State is experiencing extremely high vacancy rates in a number of nursing categories, up to 31 percent for
registered nurses. Of the 2,355 positionsin the full range of nursing categories, 391 are vacant, for an
overall vacancy rate of 16.6 percent. This vacancy rate is more than twice that experienced for the State as
awhole. For a more detailed discussion of personnel budget actions, see Part A - Budget and State Aid of
this 90 Day Report.

Collective Bargaining in Higher Education

Senate Bill 207 (passed) expands collective bargaining for State employees to include certain employees
of the University System of Maryland (USM) and its constituent institutions, Morgan State University, St.



Mary's College, and Baltimore City Community College. Faculty, administrators, supervisors, managers,
contractual and temporary personnel, and certain other employees are not included. The bill covers
approximately 9,500 employees with a payroll of approximately $400 million.

Chapter 298 of 1999 provided statutory collective bargaining to approximately 40,000 employees of State
agencies, but that Act specifically prohibited extension of collective bargaining to higher education
employees. Senate Bill 207 represents an initiative by the Governor to extend collective bargaining rights
to higher education employees as well.

The bill requires each institution, including each constituent institution of USM, to create bargaining units
for exempt employees, non-exempt employees, and sworn police officers. Potentially, there could be 51
bargaining units (17 institutions times three units each), but the bill alows constituent institutions of USM
to cooperate with other constituent institutions for the purposes of collective bargaining.

Existing law provides that the parties may bargain over wages, hours, and other terms and conditions of
employment. The employer's representative and the employees exclusive representative may "meet and
confer" and execute a memorandum of understanding (MOU) incorporating all matters of agreement
reached. (There is no mandatory fact-finding or binding arbitration.) To the extent that the matters of
agreement require legidative approval, these matters must be recommended to the General Assembly for
approval.

To oversee the process and resolve disputes, Senate Bill 207 creates an independent Higher Education
Labor Relations Board to oversee collective bargaining for State institutions of higher education. The
board will consist of five members and will employ an executive director and other staff.

Any increase in higher education personnel expenditures as a result of collective bargaining will depend
on the contents of the negotiated MOUSs. Under the hill, the existing statutory requirement that higher
education employees receive the same compensation and benefits package as State employees is removed.
Each of the two groups will now negotiate their compensation and benefits independently.

There will be additional administrative expenses of approximately $300,000 per year to create and operate
the Higher Education Labor Relations Board. In addition, the institutions will need approximately 11 new

positions (at an annual cost of approximately $900,000) to implement collective bargaining and negotiate

with the bargaining units.

Senate Bill 207 also requires each of the institutions of higher education affected by the bill to submit a
report to the Governor and the General Assembly, on or before December 31, 2001, that provides
information regarding the contingent, contractual, temporary, and emergency personnel of the institution.

Death Benefit for Survivors of State Law Enforcement Officers

House Bill 651 (passed) provides an additiona $50,000 death benefit for the surviving spouse, children,
or dependent parents of any State law enforcement officer who iskilled in the performance of duties on or
after July 1, 2000. This amount is in addition to an existing $50,000 payment. The increase was negotiated
through collective bargaining.

Health Insurance for Surviving Spouses and Children

House Bill 369 (passed) alows the surviving spouse or dependent child of a State employee who
participates in the Optional Retirement Program and who dies while employed by the State to participate
in the State Employee Health Benefits Plan under certain conditions. The State will not provide a subsidy
for the benefit. The surviving spouse must be the sole primary designated beneficiary and be receiving a
periodic distribution under the Optional Retirement Program to be eligible to participate at the spouse's
own cost.



Attorney and Administrative Law Judges Salaries in the Office of Administrative Hearings

Senate Bill 886 (failed) would have provided that a lawyer employed as an attorney in the Public
Defender's office, and an administrative law judge employed by the Office of Administrative Hearings, in
the Standard Pay Plan or the Executive Pay Plan receive a pay rate comparable to that of lawyer positions
in the Office of the Attorney General. Although this bill did not pass, budget bill language was added to
the appropriation for the Office of Public Defender requiring that the Department of Budget and
Management submit a report to the General Assembly addressing the question of parity for attorneys
employed by the Office of Public Defender. The report is also to address the question of the adequacy of
compensation for Administrative Law Judges employed by the Office of Administrative Hearings.

Compensatory Time for Law Enforcement Officers

House Bill 1362 (passed) applies to law enforcement officers of the Department of State Police holding a
commissioned rank and law enforcement employees of the Natural Resources Police holding a rank above
sergeant. These officers are now to receive compensatory time for all overtime work. Before this change,
compensatory time was only allowed for overtime work in excess of 30 hoursin afiscal year.

Pensions and Retirement
Reemployment of Retirees

The major focus of the 2001 session with respect to State pension and retirement systems was the
reemployment of retirees and how the reemployment earnings limitation would be applied to these
individuals. Of the more than 50 bills that were introduced this session regarding pensions and retirement,
12 addressed the issue of exempting retirees from the reemployment earnings limitation, the most
comprehensive of which was Senate Bill 221 (passed).

Reemployment with a Different Employer

Senate Bill 221 was introduced by the Joint Committee on Pensions and pertains to retirees of the
Employees Retirement System (ERS), Employees Pension System (EPS), Teachers Pension System
(TPS), Teachers Retirement System (TRS), and Correctiona Officers Retirement System (CORS).
Senate Bill 221 stipulates that the reemployment earnings limitation applies only if the designated retirees
are reemployed by the same employer from which they retired. A retiree receiving a normal service
retirement may now seek reemployment with any of the other 99 employers participating in the State
Retirement and Pension System (other than the employer from which they

retired) without any earnings limitations. For purposes of reemployment, the State is treated as a single
employer.

Reemployment after Early Retirement

Senate Bill 221 aso incorporates a recommendation by the State Retirement Agency'slegal counsel
regarding IRS reemployment rules and requires an employee who takes early retirement to be retired for at
least 12 months before accepting reemployment with a participating employer, regardless of who the
retiree's employer is.

Exemptions from Earnings Limitation

Senate Bill 221 exempts retirees of the EPS and the TPS from any reemployment earnings limitations if
they have been retired for more than ten years. (This applies the same rule in the EPS and the TPS as
currently exists in the ERS and the TRS.)

Senate Bill 221 aso incorporates the provisions of House Bill 316 and House Bill 708 (both failed) to



address the statewide nursing shortage by exempting from the earnings limitation retired health care
practitioners (including nurses) who are reemployed by the Department of Health and Mental Hygiene,
even if the reemployed practitioners have retired from the State. These retirees are also exempt from the
hiring limitations in the 1996 and 1997 Workforce Reduction Acts. However, these exemptions, with
respect to retired health care practitioners, will terminate on June 30, 2006.

While Senate Bill 221 was the most comprehensive reemployment bill passed this session, several other
bills also passed that expand the list of those groups exempted from the earnings limitation. House Bill
442 (passed) exempts from the reemployment earnings limitation retirees of the TRS and TPS who were
employed as principals not more than ten years before retirement, were employed in a position supervising
principals in the retirees last assignment prior to retirement, are reemployed as a principal, and meet
certain other conditions. This bill is subject to termination on June 30, 2004. Senate Bill 162 (passed)
exempts from the reemployment earnings limitation a retiree of the CORS who is reemployed by a
participating employer on or after January 1, 1998, but on or before December 21, 2000, and whose
employment compensation is not derived, in whole or part, from State funds. This bill will terminate
November 30, 2001. House Bill 132 (passed) exempts retirees of the Judges' Retirement System from the
reemployment earnings limitation if they are reemployed as members of the faculty of a community
college in the State.

Joint Committee on Pensions L egiglation

Each year, the Joint Committee on Pensions introduces pension legislation at the request of the State
Retirement and Pension System (SRPS) and on its own initiative. In the 2001 session, in addition to
Senate Bill 221, four bills introduced by the joint committee were passed.

State Retirement and Pension System Actuarial Funding

As of the valuation date of June 30, 2000, the SRPS was 101 percent funded on an actuarial basis, as
compared with alow of 34 percent funding in 1984. The system achieved full funding approximately 20
years ahead of the statutory schedule that requires full funding by the year 2020. At the fully funded level,
however, the system's contribution rate was likely to become more volatile without some actuarial
changes. The pension board recommended several actuarial changes.

Senate Bill 222 (passed) legislates one of the proposed changes. Senate Bill 222 requires the SRPS,
beginning July 1, 2001, to amortize over a 25-year period all actuarial liabilities or surpluses that have
accrued from July 1 of the preceding fiscal year. Future years liabilities or surpluses will maintain a 25-
year amortization schedule beginning in the year the liabilities or surpluses first accrued. Existing actuarial
liabilities will continue to be amortized over a fixed schedule that ends at the conclusion of fiscal 2020.
This bill also requires the "municipal pool” of local governments that participate in the SRPS to amortize
all new actuarial liabilities over a similar 25-year period.

The new actuarial methodology provided for in Senate Bill 222 will reduce the volatility of the State
contributions rate each year by amortizing gains and losses over a longer period of time. The exact impact
of the proposal in any given year cannot be precisely estimated and will depend on the change in liabilities
and the amount of time to amortize such change. The new methodology reflects the maturation of the
system from one in crisisin the early 1980s to one that is well-prepared to absorb fluctuations in
investment performance and other actuarial factors.

Withdrawing Participating Governmental Units

As part of the pension board's study of actuarial changes for the State pool that resulted in Senate Bill 222,
the board asked the State's actuary to study the funding structure of the municipal pool and to examine
changes that were proposed in prior unsuccessful legislation. Senate Bill 247 (passed) reflects the
recommendations made by the actuary to the pension board and the Joint Committee on Pensions. Senate



Bill 247 changes the terms under which a participating governmental unit of the SRPS can withdraw from
the municipal pool of the SRPS by permitting withdrawing governmental units to take their share of any
over funded assets if the municipal pool is over funded by 110 percent or more. In addition, withdrawing
governmental units that did not elect the enhancement under Chapter 176 of 1999 will receive their share
of assets and liabilities calculated on a preenhancement basis.

Purchase of Service Credit in the Teachers Pension System

To assist members of the Teachers Pension System (TPS) who were employed for periods with the State
but received no pension credit for that service, Senate Bill 93 (passed) reduces by one-half the amount that
a State employee member of the TPS must pay to the SPRS when purchasing service credit for previous
employment with the State. This bill is similar to Chapter 363 of 2000 which allowed State employees
who are members of the Employees Pension System (EPS) to purchase at one-half of the full actuarial
amount, up to ten years of employment with the State for which these EPS members did not receive
service credit.

Average Final Compensation

Senate Bill 389 (passed) calculates the average final compensation (AFC) of a member of the EPS, the
Local Fire and Police System (LEOPS) or the TPS who experience any break in service during the three
consecutive years that provide the member's highest average earnable compensation by excluding from the
computation of the member's AFC any periods of breaksin service that otherwise would be included in
the computation.

Task Force to Study Health Insurance Liabilities

In addition to the bills discussed above, the Joint Committee on Pensions also introduced Senate Bill 329
(failed) which would have created a Task Force to Study the State's Retiree Health Insurance Liabilities.
The task force was to be charged with, among other tasks: (1) reviewing other states approachesto retiree
health care; (2) commissioning an actuarial valuation of the liabilities associated with the retiree health
insurance subsidy (with the costs of the valuation to be borne by the State Retirement and Pension
System); and (3) developing options and a recommendation to address this issue for the 2002 session.

Senate Bill 329 was the culmination of a comprehensive summer study conducted during the 2000 interim
by the Joint Committee on Pensions and the Department of Legislative Services. The findings of this study
determined that Maryland, like the majority of states around the country, partially subsidizes the health
insurance premiums for retired State employees and funds this subsidy on a "pay-as-you-go" basis. The
State's actuary informally estimates the unfunded liabilities associated with this subsidy to be
approximately $3 billion. To address these growing costs and to anticipate the time when government
accounting standards may require recognition of these liabilities, a growing minority of states has begun to
prefund these liabilities.

Member ship and Benefits

Several bills were introduced that affected the membership and benefits of certain systems under the State
Retirement and Pension System (SRPS).

Membership in the Law Enforcement Officers Pension System (LEOPS) is expanded by Senate Bill
533/House Bill 537 (both passed) to include Martin State Airport firefighters who are employed by the
Military Department. The firefighters at the Martin State Airport who are employed on June 30, 2001, will
have the option to elect membership in the LEOPS until December 31, 2001.

Senate Bill 473/House Bill 929 (both passed) allow an employee of the Domestic Relations Division of
the Anne Arundel County Circuit Court who is transferred on or before July 1, 2002, into the State
Personnel Management System as an employee of the Child Support Enforcement Agency to elect to



either: (1) remain as a participant in the Anne Arundel County Retirement and Pension System; or (2)
become an enrollee in the Employees Pension System (EPS). If atransferred employee remainsin the
county system, the State must reimburse the county for the pension costs.

Senate Bill 300/House Bill 315 (both passed) increase the benefit formula for a LEOPS member who had
previously transferred into that system from the Employees Retirement System (ERS), by increasing the
accrual rate of the member's average final compensation for each year of service from 2.0 percent to 2.3
percent. In addition, the bills provide that a member of LEOPS who did not elect to participate in the Law
Enforcement Officers Modified Pension Benefit under Chapter 395 of 2000 will receive each benefit
enhancement added on or after July 1, 2001, to the Law Enforcement Officers Modified Pension Benefit.

House Bill 1357 (passed) increases the maximum pension of a Baltimore City Orphans Court associate
judge to $25,000 per year and the maximum pension of the chief judge to $30,000 per year.

Senate Bill 275 (passed) increases the allowance paid to a surviving beneficiary (or beneficiaries) of a
member of the State Police Retirement System from 50 percent of the member's average final
compensation to two-thirds of average final compensation. This bill will be construed retroactively and
apply only to surviving spouses of members whose death arose out of or in the course of the actual
performance of their duty on or after July 1, 1972, but before January 1, 2002.

House Bill 277 (passed) alows a member of the EPS who has been employed by the State for at least 40
years on a full-time or part-time basisto purchase credit for eligibility service of up to ten years for which
the member is not otherwise entitled to service credit.

House Bill 368 (failed) would have enhanced the pension benefits of higher education employees
participating in the State Optional Retirement Program, by increasing employer contributions and
contributions of participating employees.

Miscellaneous Bills

House Bill 1336 (passed) authorizes the State Retirement and Pension System to pay a retirement
allowance into atrust if the designated beneficiary isa minor or an individual with a disability. Senate

Bill 368 (Ch. 34) waives the five-year application period for accidental disability benefits for teachers who
are members of the Teachers Retirement System or the Teachers Pension System who have been injured
through a physical altercation that was not initiated by the member. Senate Bill 368 is an emergency bill
that became effective April 10, 2001. The bill applies retroactively to a member who was injured on or
before January 1, 1992. It terminates on December 31, 2001.

General Assembly
L obbyist Ethics

Aswas the case in the 1999 and 2000 sessions, issues surrounding legislative and lobbyist ethics were
given significant attention during the 2001 session. House Bill 2 (passed) makes major changes in the
Maryland Public Ethics Law as it relates to regulated |obbyists who represent private sector interests. The
legislation was the work product of the Study Commission on Lobbyist Ethics that had been created by
joint resolutions passed at the 1999 session. For a detailed discussion of the lobbyist ethics reform
provisions encompassed in House Bill 2, see the subpart "Ethics" under this Part C.

Because of interest expressed among legidlators for regulating public sector lobbyists, Senate Joint
Resolution 15 (failed) would have created a 13-member Study Commission on Governmental Lobbying.

L egislative Committees



Senate Standing Committees

In accordance with adopted changes to the Senate Rules at the outset of the 2001 session, the membership
of the Budget and Taxation Committee was changed from 14 to 13 and membership of the Judicial
Proceedings Committee was increased from 10 to 11. The Economic and Environmental Affairs
Committee was renamed the Education, Health, and Environment Committee, effective at the beginning of
the 2001 interim.

Technology

As part of the Maryland Uniform Computer Information Transactions Act (UCITA) enacted as Chapter 11
of the Acts of the General Assembly of 2000, the Joint Technology Oversight Committee of the General
Assembly was created in an uncodified section of that Act. The basic charge to the committee was to
review the implementation of UCITA and to examine and evaluate additional technology related issues. In
the 2001 session, House Bill 1447 (failed) would have renamed the committee to be the Joint Committee
on Technology and expanded its membership from 10 to 20. The joint committee's authority and duties
would have been expanded to include the consideration of a vote on a bill or resolution referred to it by
the presiding officers and the collection and evaluation of information on legislative proposals and
regulatory changes that affect technology.

Spending Affordability

The Spending Affordability Committee of the General Assembly is charged with making a number of
recommendations in its annual report with respect to levels of State spending, new debt authorization,
levels of State personnel, and use of anticipated surplus. Senate Bill 649 (failed) would have required the
committee, with respect to recommended levels of State spending that relate to increasing expendituresin
excess of the annual increase in personal income, to make such a recommendation only by a majority vote
of the full authorized voting membership of the committee.

State Budget - Legidative Authority to Increase

Under the provisions of Article I11, § 52(6) of the Constitution of Maryland, the General Assembly has the
authority to increase or reduce appropriations in the annual State operating budget bill for itemsin the
legislative and judicial branches but may only make reductions to appropriations for items in the executive
branch. In addition, appropriations in the executive branch cannot be transferred by the legislature from
one department, agency, or unit of the executive branch to another.

Senate Bill 245 and House Bill 1024 (both failed) would have amended the State Constitution to allow
the General Assembly to increase or add appropriations to items in the executive branch operating budget,
as long as the total appropriation authorized for the executive branch did not exceed the total allowance
for the executive branch submitted by the Governor. Under the proposal, in order to increase
appropriations in certain areas, the General Assembly would have to make reductions in others -- thus the
legislature would have been given the ability to shift funding. In return for this new authority, the
Governor would have been given line-item veto authority for those items within the executive branch
budget that were increased or added by the General Assembly.

The bill aso would have authorized the General Assembly to convene in extraordinary session after the
Governor's veto if members wished to consider whether to override the veto on any items.

Maryland is the only state in which the legislature cannot increase appropriations for the executive branch
in the annual operating budget bill.

Miscellaneous M atters

Retroactive L egislation



Senate Bill 848 (failed) would have amended Article 111, 862 of the Maryland Constitution so as to
prohibit the General Assembly from passing any legislation that is retroactively applied to date prior to the
date of the signing of the legidlation by the Governor.

L egidative M anagement

House Joint Resolution 1 (failed) would have established a Task Force on Legislative Management to
review matters relating to the management of the workload of the General Assembly. Included in the study
would be consideration of limiting the number of bills that may be introduced, alowing for the carry-over
of bills from one session to the next, requiring bills to move to the opposite chamber earlier than currently
required, allowing the combination of several bills into committee bills, and allowing the introduction of
"short form" bills that could later be considered in fuller measure.

Capital Debt Affordability Committee

The Capital Debt Affordability Committee is an executive branch entity that is charged with reviewing on
a continuous basis the size and condition of State tax supported debt and submitting an annual report to
the Governor and the General Assembly in which thereis an estimate of the total amount of new State
debt that "prudently may be authorized for the next fiscal year." The committee consists of the State
Comptroller, the State Treasurer, the Secretary of Budget and Management, and the Secretary of
Transportation. Senate Bill 103 (failed) would have added to the committee's membership the chairmen of
the Senate Budget and Taxation and House Appropriations committees.

Floor Sessions - Internet Video Broadcasting

House Bill 871 (failed) would have required the Department of Legidative Services to produce a live
video broadcast over the Internet of each floor session of the Senate and House of Delegates during each
session of the General Assembly. The project would be undertaken in accordance with guidelines
developed and approved by the Legidative Policy Committee.



Part D
L ocal Gover nment

L ocal Government - Generally
Eastern Shore - Regional Planning and Development

Three bills establish regional planning and development councils for the Eastern Shore. Each council is
designated to serve as a regional planning organization that provides a forum for State, county, and
municipa government officials to come together periodically to discuss issues of regional importance and
set regional priorities. Each council will operate as a cooperative planning and development agency to
foster the physical, economic, and social development of regions of the Eastern Shore. The councils,
however, will not have land use regulation or zoning authority.

House Bill 1087 (passed) establishes the Tri-County Council for the Lower Eastern Shore of Maryland
representing Somerset, Wicomico, and Worcester counties. Senate Bill 889/House Bill 1088 (both
passed) establish the Mid-Shore Regional Council representing Caroline, Dorchester, and Talbot counties.

Each county is required to provide $10,000 in annual funding to each council that represents the county.
The budget shall provide an appropriation in the following fiscal year of at least $200,000 for support to
the council.

Anne Arundel County Circuit Court Domestic Relations Division Employees - Pension
and Retirement Health Benefits

Senate Bill 473/House Bill 929 (both passed) allow employees of the Domestic Relations Division of the
Anne Arundel County Circuit Court who have transferred to the Child Support Enforcement
Administration of the Maryland Department of Human Resources as of July 1, 2002, to elect to continue
membership in the Anne Arundel County pension system or become an enrollee of the State Employees
Pension System. For employees that elect to remain in the Anne Arundel County pension system, the
Department of Human Resources (DHR) will pay the county on a quarterly basis the amounts withheld
from the employee's salary for pension contributions and any employee contribution. The Act also allows
DHR to limit the employer contribution to the same employer contribution that is made by the department
for State employees. Anne Arundel County has applied to transfer its child support enforcement employees
as of July 1, 2002.

Prince George's County Court Security Officers- Collective Bargaining

House Bill 1157 (passed) provides that court security officersin Prince George's County shall be subject
to the county's personnel law and collective bargaining rules. The bill also requires the officers to be
included in the same bargaining unit as the county's sworn police officers.

Existing Rural Housing Stock - Use of Federal Funds

House Bill 1384 (passed) allows the use of federal funds to help buy or rehabilitate existing single-family
homes or multifamily projectsin all areas of the State, rather than only in priority funding areas. Chapter
759 of 1997 established priority funding areas in the State. With certain exceptions, that Act prohibits State
funds for growth-related projects outside designated areas. House Bill 1384 establishes that any project by
the Department of Housing and Community Development in which federal funds are used to purchase or
rehabilitate existing single or multifamily housing is not a growth-related project. This will enable federal
funds to be used for these purchases even if the residential unitisnot in a priority funding area.



Counties - Generally
Select Legidation of Local Interest

Anne Arundel and Calvert Counties - Stormwater Management Facilities

Senate Bill 880 (passed) applies only in Anne Arundel and Calvert counties. The bill prohibits a person
from constructing a public or private stormwater management facility on a site in aresidentially zoned
district for the purpose of the treatment or management of stormwater discharged from a site that is
located in a commercially or industrially zoned district that is located within one-half mile from the
shoreline of the Chesapeake Bay or of its tidal tributaries, as indicated on the State wetlands map. The bill
does not apply to a public or private stormwater management facility the construction of which began on
or before January 1, 2001, or to a stormwater management facility constructed by or on behalf of a State or
county agency. The bill is effective July 1, 2001, and terminates June 30, 2002.

Eastern Shore Code Home Rule Counties - Juvenile Curfew Ordinance

Senate Bill 552 (passed) authorizes the Eastern Shore Code Home Rule Counties of Caroline, Kent,
Queen Anne's, and Worcester to adopt a juvenile curfew ordinance. A curfew would apply throughout the
county in which it was adopted and may be adopted by a municipal corporation in that county. The county
commissioners may only adopt a juvenile curfew ordinance after making independent factual findings
demonstrating alocal need for a juvenile curfew. Current law grants municipalities the authority to
prohibit minors from being on the streets and in public places at unreasonable hours of the night. For a
more detailed discussion of this bill, see Part E -Crimes, Corrections, and Public Safety of this 90 Day
Report.

Baltimore City Condemnation Powers

Senate Bill 520 (Ch. 36)/House Bill 540 (passed) alter the condemnation powers of Baltimore City to
authorize the city to acquire non-residential property by condemnation for purposes of industrial growth.
Currently, the Baltimore City Charter does not allow condemnation of land for industrial reuse.

Anne Arundel County Department of Detention Facilities

Senate Bill 286/House Bill 521 (both passed) create a home detention program in Anne Arundel County
while abolishing the county's farm labor program for inmates, which has been dormant for 16 years. The
home detention program is to be established and administered by the administrator of the county's local
correctional facilities. An individual may be placed in the program in one of two ways:. (1) when the
individual is sentenced or at any time during the individual's confinement as an inmate, a judge may allow
the individual to participate in the program; and (2) the administrator may place the inmate in the program.

Under current law, 12 counties authorize local home detention programs. Allegany County, Baltimore
City, Baltimore County, Carroll County, Cecil County, Dorchester County, Frederick County, Harford
County, Howard County, Kent County, Washington County, and Wicomico County. In addition, a State
home detention program is operated by the Division of Correction in the Department of Public Safety and
Correctiona Services.

Garrett County - Right to Farm

Senate Bill 578 (passed) authorizes the County Commissioners of Garrett County, after a public hearing,
to adopt an ordinance or regulation, or take any other action that the commissioners consider necessary, to
protect a person's right to farm or engage in agricultural or forestry operations. Similar legislation has
been enacted for Calvert, Caroline, Carroll, Dorchester, Frederick, Somerset, and Washington counties.

Frederick County and Garrett County - Ending Election of County Treasurers



Legidation passed for both Frederick and Garrett counties that ends the practice of e€lecting treasurers.
House Bill 258 (passed) makes the county treasurer of Frederick County a regular county employee rather
than an elected official. House Bill 391 (passed) requires the County Commissioners of Garrett County to
appoint a Supervisor of Tax Collection. The bill also transfers some of the duties of the treasurer to the
Director of Finance.

Maryland Association of Counties Priorities

The Maryland Association of Counties (MACO) identified as legidlative priorities issues concerning
circuit court funding, local government and sheriff liability, and public schools.

Circuit Court Funding

House Bill 716 (passed) requires the State to assume funding for law clerks for circuit court judges
beginning in fiscal 2003. Under the bill, the budget for the Administrative Office of the Courts must
include funds to employ one law clerk for each circuit court judge. Currently, local governments pay for
circuit court facilities and salaries and benefits of law. For a more detailed discussion of this bill, see Part
F - Courts and Civil Proceedings of this 90 Day Report.

Local Government Tort Cap

Senate Bill 433/House Bill 942 (both passed) clarify that the monetary limits on the liability of alocal
government under the Local Government Tort Claims Act apply to tort actions against a local government
itself, as well as to actions against local government employees. The bills are intended to overrule a recent
Court of Appeals decision which held that the limits on liability under the Act do not apply to a tort
judgment directly against alocal government agency. For a more detailed discussion of these hills, see
Part F - Courts and Civil Proceedings of this 90 Day Report.

Sheriff Liability Issues

Senate Bill 489/House Bill 1117 (both passed) are similar bills that expand the types of cases for which
the State is responsible for payment of settlements or judgments against sheriffs or deputy sheriffs of a
county or Baltimore City. For a more detailed discussion of these hills, see Part C - State Government of
this 90 Day Report.

Public School Funding

Senate Bill 719 (passed) continues 23 different funding streams for K-12 education that are scheduled to
terminate at the end of fiscal 2002. The bill also mandates that the Governor include appropriations in the
fiscal 2003 budget bill for certain educational programs and modifies the current distribution formula for
funds that are distributed under the Academic Intervention and Support Program. For a more detailed
discussion of this bill, see Part L - Education of this 90 Day Report.

Municipal Governments
Effectiveness of Charter Amendment Resolutions and Annexation Resolutions

Senate Bill 690/House Bill 627 (both passed) repeal provisions of law that provide that the effective date
of municipal charter amendment resolutions and annexation resolutions are not effective until they are
registered with the Department of Legislative Services (DLS). Under current law, a charter amendment
resolution becomes effective 50 days after it is enacted, and an annexation resolution becomes effective 45
days after it is enacted. However, current law suspends the effectiveness of these resolutions until they are
registered with DL S. Senate Bill 690/House Bill 627 repeal the provision of law suspending the effective
date of the resolution until the resolution is registered with DLS.



The bills al'so require a municipal corporation to send charter amendment resolutions and annexation
resolutions to DL S within ten days of the resolutions effective date. Finaly, the bills alter the means by
which a municipal corporation must verify to DL S that copies of charter amendment resolutions and
annexation resolutions enacted by the municipal corporation in the previous year have been sent to DLS.
Under the new procedure, verification must be made by a signed and notarized statement.

Maryland Municipal League

Each year, the Maryland Municipal League chooses several priority issues that directly affect the future
well-being of Maryland's cities and towns. In 2001, the Maryland Municipal League sponsored the
following legidation.

Senate Bill 433/House Bill 942 (both passed) clarify that the monetary limits on the liability of alocal
government under the Local Government Tort Claims Act apply to tort actions against a local government
itself, as well as to actions against local government employees. The bills are intended to overrule a recent
Court of Appeals decision which held that the limits on liability under the Act do not apply to a tort
judgment directly against a local government agency. For a detailed discussion of this topic, see the Civil
Actions and Procedures heading of Part F - Courts and Civil Proceedings of this 90 Day Report.

Senate Bill 202/House Bill 301 (both passed) establish the Community Legacy Program within the
Department of Housing and Community Development. The bills are a component of the Governor's Smart
Growth and Neighborhood Conservation initiative. The program is intended to provide financial assistance
for the development of community legacy plans and projects. For more discussion of this topic, see the
Economic and Community Development heading of Part H - Business and Economic Issues of this 90 Day
Report.

Senate Bill 431/House Bill 948 (both passed) alow a municipal corporation to levy and collect quarter-
year, half-year, and three-quarter-year taxes on property that is newly annexed into its corporate limits.
Current law allows a municipal corporation to levy and collect partial year taxes on property that "is
completed or otherwise initially added to the tax roll." The Department of Assessments and Taxation has
interpreted current law to apply only to newly constructed property, not newly annexed property. These
bills clarify that annexed property shall be considered "added to the tax roll" for the purpose of levying
and collecting taxes on a partial year basis. For a detailed discussion of this topic, see the Property Tax
heading of Part B - Taxes of this 90 Day Report.

Bi-County Agencies
Maryland-National Capital Park and Planning Commission

A significant number of proposals dealing with the Maryland-National Capital Park and Planning
Commission (MNCPPC) passed during the 2001 legidlative session.

Binding Arbitration for Commission Employees

For several years, the park police employees of MNCPPC have had binding arbitration for their labor
contracts with MNCPPC, while the civilian employees have had only collective bargaining and mediation
available for labor disputes with MNCPPC. House Bill 1103 (passed) establishes binding arbitration for
contract negotiation between the commission and the exclusive bargaining unit for the civilian employees.

House Bill 1103 requires collective bargaining to begin no later than September 1 before the beginning of
afiscal year for which an agreement has not been reached between the commission and the certified
representative and conclude by February 1 preceding the fiscal year to be affected. Current law only
requires MNCPPC and the exclusive representative to make reasonabl e efforts to complete collective
bargaining at least two months before MNCPPC's budget submission deadline of January 15.



Under a schedule established in the bill, the parties must jointly name a "mediator-arbitrator,” or allow
MNCPPC's independent Labor Relations Administrator to pick one if the parties cannot. If the parties are
at a bargaining impasse, or if they have not reached an agreement by February 1 at the latest, the parties
must submit memoranda listing previously agreed and disagreed items to the mediator-arbitrator.

After hearing, the mediator-arbitrator selects between the final offers submitted by each party. The
mediator-arbitrator's criteria for selecting from among the offers are limited to specified matters, including
past contracts and their bargaining history, comparison with similar wages and benefits in the Washington
area and the State, public interest and welfare, the employer's ability to finance economic adjustments
under the agreement, and the effect of the economic adjustments on the employer's standard of public
service. The mediator-arbitrator may not compromise or ater the fina offer selected, or consider the
history of the current bargaining cycle.

MNCPPC must request funds for the approved final economic agreementsin the final budget. The
economic provisions of the agreement, however, are subject to being funded by the county councils.

House Bill 1103 specifiesthat if the county councils fail to approve the collective bargaining agreement,
MNCPPC and the employee organization shall reopen the agreement, and bargain only with respect to the
provisions that the county councils did not approve. Under current law, the reopening of the agreement is
not limited to unapproved items.

A similar measure, House Bill 946 (failed), would have updated the binding arbitration provisions for park
police employees in a manner similar to those newly established for the civilian employees.

Minority Business Enterprise Utilization Program

MNCPPC has had a minority business enterprise utilization (MBE) program in place since 1995. An
updated disparity study prepared for MNCPPC and reported to the Prince George's County and
Montgomery County delegationsin 2000 found sufficient evidence of underutilization in MNCPPC
procurement to support extension of the MBE program through 2003. Accordingly, Senate Bill 815 (Ch.
40) extends the program through September 30, 2003.

Use of Public Property
Of the severa bills dealing with property owned and operated by MNCPPC, only one passed.

Change of Use: MNCPPC is responsible for reviewing changes in the use of public property that is
located in the Regional District. Under House Bill 845 (passed), MNCPPC must adopt uniform standards
for the review of changes to public property use. The bill requires MNCPPC to publish a notice of
adoption of these uniform standards in a newspaper of record in Montgomery County and Prince George's
County, along with contact information.

Gun Shows: In light of increased public attention to violence, legislators proposed banning gun shows
from MNCPPC property. House Bill 851 (failed) would have prohibited gun shows on property owned or
under the jurisdiction of MNCPPC in Prince George's County, except for the Prince George's County Trap
and Skeet Center. Similarly, House Bill 1264 (failed) would have prohibited gun shows on property
owned or under the jurisdiction of MNCPPC in Montgomery County.

Prince George's County

The General Assembly made an unusual foray into local zoning matters in Prince George's County in the
area of solid waste management, passing restrictions on both the county council sitting as MNCPPC
district council and the Secretary of the Environment.



Rubble Landfills: In Prince George's County, al new landfills require a special exception from the district
council under the county zoning ordinance. This applies both to sanitary landfills, which are designed to
accept al varieties of nonhazardous waste, and to rubble landfills, which are designed to accept only
relatively inert construction debris and related materials.

In the late 1980s through the mid-1990s, local residents waged a long and expensive fight against a
proposed rubble landfill at a particular site in southern Prince George's County, litigating the matter
successfully through the Court of Appeals of Maryland. Then in 2000, after the required waiting period,
the site's new owner filed a new application for a special exception to construct a rubble landfill at the
same site.

In order to ensure heightened scrutiny of rubble landfills, House Bill 826 (passed) prohibits the district
council of Prince George's County from approving a specia exception to construct or operate a rubble
landfill anywhere in the county without a three-fourths majority vote. Furthermore, the bill completely
bars the district council from approving such a special exception for a site where an application for a
specia exception for a rubble landfill has been denied on or after October 1, 1981.

Transfer Stations. Similarly, House Bill 1154 (passed) prohibits the Secretary of the Environment from
approving a solid waste permit to construct or operate a waste transfer station that is located in Prince
George's County and within two miles of Bowie State University.

Washington Suburban Sanitary Commission

Several proposals dealing with the Washington Suburban Sanitary Commission (WSSC) advanced in the
2001 legislative session, primarily in the areas of procurement and contracting.

Project Authority and Revenue Bonds

Over many years, WSSC has pioneered extensive technological and engineering developments and
intellectual property relating to water and sewer treatment processes. In addition, as public utilities
throughout the world have been deregulated or otherwise forced to engage in economic competition, there
has been increased interest in alowing utilitiesto put their expertise into the marketplace, in order to help
their ratepayers and to realize the benefits of their research developments.

Under current law, WSSC is not authorized to enter into business relationships with private firms or to sell
revenue bonds in support of new projects. WSSC discovered that it lacked both explicit authority to enter
into public/private partnerships and flexible funding mechanisms when it attempted to participate in a
proposed upgrade of water and sewer facilities at Bolling Air Force Base.

In response, House Bill 890 (passed) allows WSSC to contract with or invest in any person for the design,
construction, maintenance, operation, management, joint venture, or other activity relating to water and
sewer facilities. WSSC may do so as a prime contractor, subcontractor, or investor. Activities include
systems, services, expertise, intellectual property, and techniques developed for or usable with water and
sewer systems. WSSC may sell, lease, license, or contract concerning these activities. Under the bill, net
profits realized from the sale, lease, licensing, or contracting go toward reducing water and sewer rates,
after reasonable reduction for expenses, contingencies, and reserves.

House Bill 890 allows WSSC to issue revenue bonds. These bonds are separate from the existing general
obligation bonds that WSSC already issues.

WSSC will issue revenue bonds to finance a specific WSSC project, and the bonds are to be supported
only by that project. The bonds are limited obligations of WSSC, and do not constitute a pledge of the full
faith and credit of WSSC or any taxing power. In addition, WSSC must use a limited liability company,
limited liability partnership, limited partnership, or comparable liability entity for any project financed by
revenue bonds. These two provisions, the limited bond obligation and the limited liability operating



structure, insulate WSSC ratepayers, the existing general obligation bond structure, and the two counties
from risk associated with the new projects.

House Bill 890 provides standard language for the form, issuance, securing, repayment, and refinancing of
the new revenue bonds. Revenue bonds are exempt from State and local taxes. WSSC may also issue
revenue bonds that are to be excluded from federal grossincome of bondholders.

In addition, House Bill 890 gives WSSC flexibility in property acquisition, management, and financing. It
allows WSSC to acquire property, either in fee or as an easement, for the operation of a WSSC project, as
well as the construction and management of the project, in furtherance of WSSC's enabling article.

Nondiscrimination and Minority Business Enter prise Programs

Nondiscrimination Policy: After several prior unsuccessful attempts in the area of nondiscrimination, the
Genera Assembly gave the nod to House Bill 855 (passed). This measure prohibits WSSC from
discriminating against any person on the basis of sex, race, creed, color, age, mental or physical disability,
sexual orientation, or national origin. In addition, House Bill 855 prohibits WSSC from awarding a
design/build or construction contract unless it contains provisions obligating the contractor not to
discriminate and to include a nondiscrimination clause in all subcontracts.

By making discrimination and failure to include nondiscrimination language a breach of contract, House
Bill 855 allows WSSC to exclude contractors that routinely discriminate against minority and other
subcontractors and employees from participating in WSSC projects.

Minority Business Enterprise Programs:. Two hills passed dealing with minority business enterprise
(MBE) programs and local small business support by WSSC.

MBE Graduation Criteria: WSSC has two different MBE programs that deal with general procurement
issues, and with design/build and construction projects, respectively. Established at different times, the
two programs have had two different sets of graduation criteria for successful program participants.

House Bill 841 (Ch. 92) conforms these disparate graduation criteria by replacing the time limits for
participation in WSSC's general MBE program with the flexible standard aready codified for WSSC's
design/build and construction project MBE program. Under the Act, WSSC must adopt regulations
including graduation provisions for enterprises that WSSC determines no longer require the program's
assistance or benefits. Former law gave a five-year limit for MBES other than those in design/build and
construction contracts, with an available two-year extension.

The flexible graduation criteria under House Bill 841 are consistent with the graduation criteria for
MNCPPC MBE program.

L ocal Small Business Enterprise Program: During the late 1990s, WSSC engaged MGT of America, a
Florida company, to conduct an impartia fact-finding study of its MBE program. MGT recommended in
its 1999 report that WSSC institute a dual approach to enterprise utilization. First, the MBE program
should be continued. Second, WSSC should develop a separate small business program, without regard to
utilization rate or other minority-specific criteria. Senate Bill 828/House Bill 838 (both passed)
implement the second recommendation.

The bills authorize WSSC to implement a local small business enterprise program in its service area,
which consists of Montgomery and Prince George's counties. The purpose of the program isto assist small
businesses by establishing a sheltered market or other preference in WSSC's award of construction
contracts and procurement of goods and services. A small business enterprise may qualify for this
program without regard to the race, ethnicity, or gender of its participants.

Under Senate Bill 828/House Bill 838, an MBE program participant may, on graduation from the MBE



program, also participate in the local small business enterprise program.
WSSC Infractions - Utility Construction Permits

Chapter 405 of the Acts of the General Assembly of 2000 amended the WSSC law by making the failure
to obtain a required permit for utility construction a new WSSC infraction. The then-existing WSSC
infractions included violations of regulations on erosion and sediment control, and plumbing, gasfitting,
and sewer cleaning in the Washington Suburban Sanitary District. WSSC infractions are under the
exclusive original jurisdiction of the District Court. House Bill 846 (passed) clarifies the exclusive
criminal jurisdiction of the District Court over a WSSC infraction for required permits for utility
construction by adding a corrective reference to those utility construction permitsin the Courts Article.

Special Taxing Districts
Winding Brook Special Taxing District

Senate Bill 110 (passed) establishes the Winding Brook Special Taxing District in Cecil County for the
purpose of paying the costs of trash collection, mowing common areas, and general maintenance. The
Board of County Commissioners of Cecil County is designated as the district's board and is required to
levy an annual tax to cover the cost of the district's services.

Baltimore City - Special Taxing Districts

Senate Bill 805/House Bill 1256 (both passed) authorize Baltimore City, by ordinance, to designate
specia taxing districts at the request of property owners. Baltimore City will issue bonds or other
obligations for financing the infrastructure improvements. For these improvements, the property ownersin
the special taxing districts agree to be assessed additional taxes or assessments. For a more detailed
discussion of this bill, see Part B - Property Tax of this 90 Day Report.



Part E
Crimes, Corrections, and Public Safety

Criminal Law
Committee to Revise Article 27

The Committee to Revise Article 27 was appointed by the President and the Speaker in 1991. Unlike the
code revision committees that make only stylistic, nonsubstantive revisions to the Code, the Article 27
Committee is charged with revising both substantively and stylistically the State's Criminal Law. During
the 2001 session, the committee undertook the subjects of accessory after the fact, sabotage, and
prostitution.

Accessory After the Fact

Senate Bill 620/House Bill 610 (both passed) codify the common law crime of accessory after the fact.
An accessory after the fact is a person who is aware of the commission of a felony and harbors and
protects the felon or assists the felon's avoidance of capture or punishment. The bills provide that, unless
another penalty is prescribed by law, a person who is found to be an accessory after the fact is guilty of a
felony and is subject to the lesser of a penalty of imprisonment not exceeding five years or a penalty not
exceeding the maximum penalty provided if the person had actually committed the crime.

The bills retain the existing laws abolishing the defense of benefit of clergy. Benefit of clergy wasa
common law defense to a crime based on the clergy's insistence that they were not subject to the secular
courts for any crime. If a person successfully asserted this defense, the person was handed over to the
ecclesiastical courts which typically handed down more lenient sentences than the secular courts. In 1809,
the defense was entirely eliminated in Maryland.

Prostitution and Related Crimes

A second bill sponsored by the Committee to Revise Article 27, House Bill 611 (passed), was a response
to the recommendation of the Criminal Law Article Review Committee that the Article 27 Committee
study the issue of prostitution related laws. The bill revises and consolidates into a single subheading the
laws dealing with: abduction of individuals under the age of 16 years for prostitution or sex-related
purposes; prostitution, bawdyhouses, and houses of ill fame; pandering and related crimes; and
transportation for purposes of prostitution or lewdness.

Among other changes, the bill provides statutory definitions for terms relating to prostitution.
"Prostitution” is defined as a sexual act, sexual contact, or vaginal intercourse, as those terms are defined
under current law for the rape and sexual offenses laws, for hire. The terms "assignation” and "solicit" are
also defined. The bill generally prohibits engaging in prostitution, assignation, solicitation, and activities
done in furtherance of these offenses. It sets penalties for the crimes within the new prostitution
subheading of fines ranging from $500 to $10,000 and terms of imprisonment ranging from one to ten
years.

Sabotage and Related Crimes

The third bill from the Committee to Revise Article 27 aso reflects a recommendation of the Criminal
Law Article Review Committee for a review of the sabotage laws. Senate Bill 619/House Bill 612
(passed) revise the laws concerning: sabotage prevention, including the offenses of hindering, delaying, or
interfering with defense related activities; use of identification material; trespassing; and restricted use of
highways under certain circumstances. Instead of a trespass provision applicable only to defense-related



activities, the bills expand the current trespass law to allow the posting of any property, not just private
property, to prohibit trespassing.

The penalties for sabotage-related offenses under the revision range from a maximum 90 days
imprisonment and a $500 fine for a misdemeanor to a maximum of ten years imprisonment and a $10,000
finefor afelony.

Controlled Danger ous Substances

" Ecstasy"

House Bill 192 (passed) increases the penalty imposed on a person who manufactures, distributes,
dispenses, or possesses 750 grams or more of 3, 4-Methylenedioxymethamphetamine (MDMA).

Currently, if a person possesses MDMA in a sufficient quantity to indicate that the person intends to
manufacture, distribute, or dispense the drug, the person is guilty of afelony and subject to imprisonment
not exceeding five years and a fine not exceeding $15,000, with a mandatory sentence of two years for a
second or subsequent offense. The bill increases the penalty to a maximum of 20 years or a fine of
$20,000 if a quantity of 750 grams or more is involved, with a mandatory minimum sentence of ten years
and a fine of $100,000 for a second offense. The bill provides minimum sentences of 25 and 40 years for
athird and fourth offense, respectively.

MDMA is commonly referred to as ecstasy and isa "club drug" that works as a stimulant similar to
methamphetamine and has hallucinogenic properties. Ecstasy is taken in a tablet form and can cause
dehydration, increases in heart rate and blood pressure, and kidney and cardiovascular failure. Ecstasy has
been reported to be fatal when combined with alcohol, and chronic use has been reported to have long-
lasting detrimental effects.

Marijuana Use - Exceptionsfor Medical Use

Senate Bill 705/House Bill 940 (both failed) would have allowed a person with a debilitating medical
condition, who has obtained written certification from a physician or a registry identification card issued
by the Department of Health and Mental Hygiene, to possess and use marijuana and related paraphernalia
for medical purposes. The bills would have also authorized the primary caretaker of an individual with a
debilitating medical condition to acquire, possess, cultivate, transport, or administer marijuana, subject to
certain conditions. The bills would have immunized a physician from arrest, prosecution, or denial of any
rights or privileges, for providing written certification for the medical use of marijuana.

Drug Analogues

Current Maryland law, which mirrors federal law, places drugs into schedules numbered one through five
depending on the drugs potential for abuse, potential for addiction, and medical value. Schedule |
substances have no legitimate uses while Schedules 11 through V are legal with certain restrictions.
(Schedule 11 has the most restrictions, Schedule V the least.)

Senate Bill 256/House Bill 37 (both passed) require controlled dangerous substance analoguesto be
treated as Schedule | controlled dangerous substances to the extent that the analogues are intended for
human consumption. As a result, the bills apply existing criminal penalties for possession and distribution
of Schedule | substances to their analogues.

A controlled dangerous substance analogue is a substance that has the same or substantially ssimilar effect
on the human body as a controlled dangerous substance classified in Schedules| or 11 and a substantially
similar chemical structure. Controlled dangerous substances, substances for which there is an approved

new drug application, and substances exempted for investigational use under the Federal Food, Drug, and
Cosmetic Act are exempted from the definition of controlled dangerous substance analogue. The bills are



modeled on a similar federal law.
Animal Cruelty

Senate Bill 356/House Bill 649 (both passed) create the felony of "aggravated cruelty to animals." With
exceptions discussed below, the bills update stylistically the current law and maintain some portions of
current misdemeanor prohibitions and exemptions for activities where pain to animals is unavoidable or
necessary.

Specifically, Senate Bill 356/House Bill 649 provide that the felony of aggravated cruelty to animals
consists of any of the following acts: (1) intentional mutilation, torture, cruel beating, or cruelly killing an
animal; (2) causing, procuring, or authorizing an act listed above; (3) using or alowing a dog to be used in
or arranging or conducting a dogfight; (4) using or allowing to be used a bird, fowl, or cock to fight with
another animal in a cockfight; or (5) except in the case of self-defense, intentionally inflicting bodily harm,
permanent disability, or death on an animal owned or used by a law enforcement unit. These acts are
currently misdemeanors.

Violators are subject to maximum penalties of a fine of $5,000 or imprisonment for three years, or both. In
addition, as a condition of sentence, a convicted person may be subject to, and pay for, psychological
counseling. The bills prohibit a person from being held liable for criminal prosecution for normal human
activities in which the infliction of pain to an animal is purely incidental and unavoidable. The bills further
add a new exemption for animal research conducted in accordance with federal law.

The bills further provide the District Court and circuit courts with concurrent jurisdiction over the felony
offenses.

Miscellaneous Criminal Law

Telecommunications Fraud

Senate Bill 379/House Bill 715 (both passed) prohibit the possession, use, or transfer of unlawful
telecommuni cations devices and access devices, and the theft of telecommunication service. Generaly, the
bills are based on two Pennsylvania statutes that deal with theft of telecommunication services. The bills
repeal the existing "Telecommunications Act” under Maryland's criminal code.

Specifically, the bills prohibit the knowing possession, use, manufacture, transfer, sale, promotion, or
advertising of an unlawful telecommunication device, and the knowing modification, alteration, or
programming of a telecommunication device to: (1) commit theft of telecommunication service or to
receive, transmit, disrupt, or decrypt telecommunication service without consent of the service provider; or
(2) conceal the existence, origin, or destination of a telecommunication from a telecommunication service
provider or a lawful authority. The bills also prohibit the knowing possession, use, manufacture, transfer,
sale, promotion, or advertising of an unlawful access device. They further prohibit the possession and
distribution of equipment with knowledge that the equipment is intended to violate the provisions of the
bills. The bills define the words "any person aggrieved,” "telecommunication device or access code,"
"telecommunication service," "telecommunication service provider," "unlawful access device," and
"unlawful telecommunication device or access code."

In general, a person who violates the provisions of Senate Bill 379/House Bill 715 is guilty of a
misdemeanor and subject to maximum penalties of imprisonment for three years and/or a fine of $2,500. If
the violation involves more than 100 unlawful telecommunication devices or access devices, the violation
is a felony subject to maximum penalties of imprisonment for ten years and/or a fine of $10,000. The bills
authorize restitution and allow a court to require a convicted defendant to forfeit any unlawful device
involved in the violation. A crime may be treated as occurring in the place of manufacture or assembly of
an unlawful telecommunication device or access device, or at the place of sale or delivery.



In addition to criminal sanctions, the bills authorize any person aggrieved by a violation to bring a civil
action seeking injunction, impounding and destruction of equipment, and damages. The court may assess
actual damages suffered by the complaining party, plus profits of the violator that are not otherwise
included in the actual damages. In proving the violator's profits, the complaining party need only prove the
violator's gross revenues. The burden is on the violator to prove deductible expenses and profits
attributable to another enterprise.

Electronic Security Systems for Retail Establishments

Professional shoplifters have made use of devicesthat circumvent or bypass the electronic or magnetic
security systems used by retail establishments. The devices can also be used to demagnetize such an
electronic security system. House Bill 461 (passed) makes it a misdemeanor for a person to:

« knowingly possess, with intent to commit a theft, a device intended to shield merchandise from
detection by an electronic security system; or

« knowingly possess atool or device designed to deactivate or remove an electronic security system
or device from merchandise with the intent to use the tool or device to deactivate or remove any
electronic security system from merchandise without the permission of the merchant or person
owning or lawfully holding the merchandise.

Currently, the actual unlawful removal of merchandise from a retail establishment would constitute a theft,
but the use of devicesto facilitate that removal is not separately addressed in the law. A person who
violates the provisions of House Bill 461 is subject to a fine not exceeding $1,000 or imprisonment not
exceeding one year or both.

Homicide by Aggressive Driving

During the 2001 session, bills were introduced to deal with deaths caused by "aggressive" driving that
does not rise to the level of gross negligence or wanton disregard for human life, which is required to
establish the current offense of manslaughter by motor vehicle.

House Bill 751 (failed) would have established the offense of homicide by aggressive driving, which
would have been committing two or more specific existing motor vehicle offenses that give rise to a single
traffic incident resulting in the death of another person. The offenses that would have led to a charge of
homicide by aggressive driving include, among others:. failure to obey a traffic control device; following
too closely; failing to yield to pedestrians right-of-way in crosswalks; overtaking and passing vehicles;
and exceeding a maximum speed limit.

Similarly, Senate Bill 648 (failed) would have created the offense of homicide by aggressive driving if, at
the same time or during a single and continuous period of driving, a person was speeding, violated two or
more specific existing motor vehicle offenses, and caused the death of another person. In this bill, the
specified motor vehicle offenses were: failing to stop at a red light; improperly overtaking and passing a
vehicle; unsafe passing on the right; following another vehicle too closely; and failing to yield the right-of -
way.

Both bills would have established as a penalty for homicide by aggressive driving a term of imprisonment
not exceeding three years or a fine not exceeding $5,000 or both. Additionally, both bills would have
required the Motor Vehicle Administration to assess 12 points against the license of a driver convicted of
homicide by aggressive driving.

For a further discussion of vehicle law issues, see Part G of this 90 Day Report.

Criminal Procedure



Code Revision

Senate Bill 1 (Ch. 10) adds the Criminal Procedure Article as a new article of the Annotated Code of
Maryland.

Without substantively changing law, the new article revises, restates, and recodifies current law relating to
various criminal procedure matters such as the arrest process, charging procedures and documents, pretrial
procedures (including pretrial release), trial and sentencing procedures, sentence review, extradition,
expungement, victims' rights, and property forfeitures involved in controlled dangerous substance
violations and gambling and gun law violations.

Senate Bill 381 (Ch. 35) corrects cross-references throughout the Annotated Code to accommodate the
new article.

The Criminal Procedure Article is a product of the continuing revision of the code by the Department of
Legidlative Services. Thefirst revised articles were enacted in 1973; to date, 25 other revised articles have
become law. The purposes of code revision work are modernization and clarification of current law, not
policymaking by way of new law.

Victims Rights
Incompetency and Criminal Responsibility

Senate Bill 240/House Bill 508 (both passed) enhances the rights of a victim of serious crimes with
regard to incompetency and criminal responsibility proceedingsin criminal cases.

The legislation: (1) eliminates a requirement that a victim notify the Department of Health and Mental
Hygiene and a State's Attorney every two years in writing in order to be notified of incompetency and
criminal responsibility proceedings in criminal cases; (2) requires the department to notify victims of any
court orders to examine or commit defendants, any scheduled hearings, any recommendations by the
department or an Administrative Law Judge concerning release, or court orders for release or discharges,
(3) alows oral submissions of relevant information by victims; (4) requires consideration of such
submissions in specified proceedings; (5) provides for written victim impact statements; (6) expands the
circumstances under which a department facility must provide notification to victims of certain events; (7)
requires the notification of victims of specified types of court hearings; (8) alows a victim to attend
hearings on incompetency and criminal responsibility in criminal cases; and (9) allows for the exclusion of
avictim at proceedings where irrelevant, sensitive medical information may be disclosed.

Pretrial or Prehearing Release

Senate Bill 241/House Bill 507 (both passed) require a court, a District Court commissioner, or a juvenile
intake officer, if reasonable safety protections have been requested by the victim, to consider including
reasonabl e protections for the safety of the victim as a condition of release, including "a condition of no
contact" with the alleged victim or alleged victim's premises or place of employment. The legislation
eliminates the current restriction that the safety of the victim must only be considered in cases involving
stalking or a felony.

Criminal Injuries Compensation

Under Senate Bill 243/House Bill 504 (both passed), a parent, spouse, or child who resides with a crime
victimis eligible for mental health counseling compensation from the Criminal Injuries Compensation
Fund. The bills also alow the fund to make awards to repair, replace, or clean property that is damaged or
soiled in a crime.

The legidation expands the definition of "crime" for criminal injuries compensation purposes to include



motor vehicle offenses involving fleeing or eluding police, leaving the scene of an accident involving
bodily injury or death, and failing to give information or render aid. The legislation eliminates the
requirement that a claimant must demonstrate "serious financial hardship™ to be eligible for an award. The
bills also change the workers' compensation schedule of benefits used to determine an award from the
schedule of benefits of January 1, 1989 to the schedule of benefits of January 1, 2001.

Death Penalty

The issue of whether there are racial disparities in the implementation of the death penalty in Maryland
has been considered by various public commissions and task forces during recent years.

In 1998 the Maryland Commission on Criminal Sentencing Policy noted that the results of its research on
sentencing disparity in Maryland suggested that "while legal factors such as a defendant's criminal history
and the seriousness of the offense have a most powerful influence on sentence outcome, extralegal factors
appear to play alesser role in determining sentencing outcome.”

A report of the Department of Criminology of the University of Maryland, College Park, which is
conducting a two-year study of the death penalty, is expected by the summer or fall of 2002.

There are currently 13 persons on death row, nine of whom are African American. It is possible that there
will be four executions before the end of 2001.

Senate Bill 316/House Bill 563 (both failed) would have enacted a death penalty moratorium. Senate Bill
316 would have prohibited an individual who has been sentenced to death from being executed between
July 1, 2001, and June 30, 2002. House Bill 563 would have prohibited an individual who has been
sentenced to death from being executed between July 1, 2001, and June 30, 2003. Under each hill, a judge
would have been prohibited from issuing a warrant of execution during the moratorium, and if a judge had
issued a warrant of execution before July 1, 2001, the warrant would have been void with the execution
postponed at least until after the moratorium ended.

DNA Evidence - Postconviction Review

Several states and the federal government have recently been considering new laws and procedures
dealing with postconviction review of serious offenses to account for DNA identification testing.
According to the National Council of State Legislatures, six states have recently enacted laws providing
courts with broader authority to order or admit DNA evidence in postconviction review proceedings. At
least two states currently provide inmates the right to identification testing using the latest DNA
technology.

Senate Bill 694 (passed) authorizes a person who is convicted of manslaughter, murder in any degree, or
first or second degree rape or sexual offense to file a petition for postconviction DNA testing of scientific
identification evidence in the possession of the State that is related to the judgment of conviction.

The legidlation requires a court to order DNA testing of evidence if the court finds that: (1) the scientific
identification evidence was not previously subjected to the test requested for reasons beyond the control of
the petitioner or the type of DNA test requested is different from tests previously conducted and would
have a reasonable likelihood of providing a more probative result than tests previously conducted; (2) the
evidence was secured in relation to the crime for which the petitioner was convicted; (3) the evidence to be
tested has been subject to a chain of custody sufficient to establish that it has not been substituted,
tampered with, replaced, or altered in any material respect; (4) identity was an issue at trial; (5) a
reasonable probability exists that the DNA testing will produce results materially relevant to the
petitioner's assertion of innocence; and (6) the requested DNA test employs a method of testing generally
accepted within the relevant scientific community.

The petitioner is required to pay for the DNA testing, unless the results of the testing are favorable to the



petitioner, in which case the court must order the State to pay the costs. If the results of the testing are
unfavorable to the petitioner, the court must dismiss the petition. If the results are favorable to the
petitioner, the court must either open a postconviction proceeding or reopen a previous postconviction
proceeding.

District Court Jurisdiction in Felony Cases

The District Court does not have jurisdiction over a criminal case charging the commission of a felony,
except as specifically authorized by statute. Two bills would have expanded the District Court's felony
jurisdiction.

House Bill 176 (failed) would have provided the District Court with jurisdiction concurrent with the
circuit courts in a criminal case involving the felonious distribution of any noncontrolled substance
intended by that person for use or distribution as a controlled dangerous substance.

House Bill 706 (failed) would have provided the District Court with jurisdiction concurrent with the
circuit court over felony cases involving counterfeiting, forgery, and certain crimes related to credit cards.

Service of Process

House Bill 958 (passed) specifies that each complaint for the forfeiture of contraband seized in connection
with a gambling violation be filed in the District Court or circuit court of the county in which the
contraband was seized. The legidlation also patterns the service of process requirements that apply to
forfeiture of gambling contraband on the service of process requirements that apply to forfeiture in drug
cases.

Arrest

House Bill 245 (passed) authorizes a member of the Department of Labor, Licensing, and Regulation
police force to arrest without a warrant: (1) a person who commits or attempts to commit a felony or
misdemeanor in the presence of the police officer; (2) a person whom the police officer reasonably
believes to have committed a crime in the presence of the officer; and (3) a person whom the police
officer reasonably believes to have committed a felony or certain listed misdemeanors not in the presence
of the officer.

Currently, 19 State and local government agencies are authorized to make arrests without warrants. This
bill givesthe Department of Labor, Licensing, and Regulation police force the same authority. There are
approximately 27 police officers in the Department of Labor, Licensing, and Regulation police force.

Wiretapping

The General Assembly considered several proposals to expand the authority of law enforcement officials
to intercept wire and oral communications and to introduce such communications into evidence under the
Maryland Wiretap Act.

Two bills were introduced in response to the Court of Appeals opinionin Perry v. Sate, 356 Md. 37
(1999). In this case, the Court of Appeals reversed the convictions of an alleged triple murderer based on
the use at trial of a wiretap interception that, although legally intercepted in California, was inadmissible in
Maryland.

Senate Bill 310/House Bill 659 (both passed) authorize a court to receive into evidence intercepted wire
or oral communications if the interception was legally made in another jurisdiction even though such an
interception would be illegal in Maryland, if:



at least one of the parties to the communication was outside the State during the communication,
« the interception was not made as part of or in furtherance of a law enforcement investigation; and
« al parties to the communication were co-conspirators in a crime of violence.

The legidlation aso authorizes a person who has received any information concerning such
communications to testify about such communications if the same criteria are met.

Traffic Stops

House Bill 249 (failed) would have authorized a law enforcement officer to electronically record an ora
communication during a criminal investigation after the law enforcement officer initially detains a vehicle.
Current law allows these interceptions for motor vehicle violations, but not other criminal investigations.
An oral communication intercepted under these conditions would have been lawful even if another person
became a party to the communication under certain conditions.

Homicide - Legal Defense

Senate Bill 901/House Bill 1462 (both failed) would have provided that an owner, lessor, or supervisory
employee of a business establishment who uses deadly force or force likely to cause death against an
unlawful intruder who forcibly enters the business establishment is presumed to have had a reasonable fear
of imminent peril or death or serious physical injury to the individual or an employee of the business
establishment. The bills would have also protected such a person using deadly force from civil liability.

Sentencing and Confinement

Two bills were introduced in response to Bailey v. Sate, 355 Md. 287 (1999), a ruling by the Court of
Appeals that effectively limited home detention and other alternative sentencing methods as a condition of
probation to a small number of counties.

Senate Bill 91 (passed) authorizes any court in the State to order "custodial confinement™ as a condition of
a suspended sentence or probation. The bill defines custodial confinement as home detention, a corrections
options program, or inpatient drug or alcohol treatment. The bill also clarifies that in certain counties, the
court may impose a sentence of imprisonment as a condition of probation.

A similar bill, House Bill 709 (failed), would have established the authority for any court in the State to
impose confinement as a condition of probation or suspension of sentence.

Timefor Trial

Senate Bill 22/House Bill 398 (both passed) require that if a judge delays the start of a criminal trial after
the statutorily-required 180-day deadline following the earlier of the appearance of counsel or the first
appearance of the defendant, the county administrative judge or designee may only approve subsequent
delaysin the trial date for good cause. The bills overturn a part of Sate v. Brown, 355 Md. 89 (1999),
which held that once a case is postponed beyond 180 days, further postponement does not need to be
justified by good cause.

Representation at Bail Review Hearings

Senate Bill 78/House Bill 703 (both failed) would have required the Office of Public Defender to provide
legal representation to an indigent defendant during a bail review hearing when the defendant has not been
released on bail as set by a District Court commissioner. The legislation also would have required the
office to make periodic status reports to specified committees regarding representation of indigent



defendants at bail review hearings. The bills would have been contingent on funds being included in the
State Budget for additional positions for the Office of Public Defender.

Property Bondsmen

Property bondsmen post bail for criminal defendants by using real property as collateral. House Bill 701
(passed) requires a person who acts as a property bondsman for compensation to provide documentation
of ownership, tax status, and liens against the property to the court. The legislation does not apply in the
seventh judicial circuit. A person who willfully provides false documentation is guilty of a misdemeanor
and on conviction is subject to maximum penalties of imprisonment for one year or a $1,000 fine or both.
Property bondsmen are not required to be licensed by the Maryland Insurance Administration.

Sexual Offenders
Sex Offender Registration

Retroactive Application: House Bill 393 (passed) requires that current law requiring the registration of
convicted sex offenders be applied retroactively to include registrants convicted of an offense committed
before July 1, 1997, and who are in the custody of a supervising authority on October 1, 2001, and child
sexual offenders who committed the offense on or before October 1, 1995, and who are in the custody of a
supervising authority on October 1, 2001.

Currently, there are approximately 2,000 inmates in the Division of Correction serving sentences for rape
and sexual offenses. It is unknown how many of these sentences are based upon crimes committed before
the registration regquirements were effective. Pursuant to the legislation, all these individuals will have to
register on their release, regardiess of the date of the offense.

Required Disclosures. House Bill 629 (passed) requires alocal law enforcement agency to send a copy of
the registration statement for each registrant on record to a person requesting this information.

Christopher's Laws

Several hills, known as "Christopher's Laws," were introduced this session concerning the sentencing and
confinement of personswho are convicted of sexual offenses involving children.

Senate Bill 672 (failed) would have required the Department of Public Safety and Correctional Services to
post on the Internet a current listing of the name, crime, and other identifying information about each
person who is registered with the department as an offender, child sexual offender, sexually violent
offender, or sexualy violent predator. Under current law, the department is authorized to post such
information on the Internet. The department intends to place this information on the Internet over the next
year.

Senate Bill 673 would have made a person subject to life imprisonment without the possibility of parole if
the person were convicted a second time of one of the following offenses involving a victim under the age
of 16: (1) rapein the first degree; (2) rape in the second degree; (3) sexual offense in the first degree; or
(4) sexual offense in the second degree.

Senate Bill 674 (failed) would have eliminated diminution credits and parole eligibility for child sex
offenders.

Senate Bill 678 (failed) would have eliminated diminution credits and prohibited plea bargains for persons
convicted of or charged with rape in the first degree, rape in the second degree, sexual offense in the first
degree, sexual offense in the second degree, or attempted rape or sexual offense in the first or second
degree.



Sexually Violent Predators

Senate Bill 134/House Bill 450 (both failed) would have established civil commitment procedures for a
person who had been convicted of a sexualy violent offense and who suffers from a mental abnormality
or personality disorder that makes the person likely to engage in a predatory act involving a sexually
violent offense.

The bills would have required that before the person is committed to a State facility for control, care, and
treatment, the State would have to prove at a hearing that, beyond a reasonable doubt, the defendant is a
sexually violent predator. Under Senate Bill 134, the committed person would have been released only if
the State had failed to prove the person was not safe to be at large in the general population. Under
House Bill 450, the committed person would have been released only if the State had failed to prove that
the person was not safe to be at large in the general population or in a halfway house, work release
program, or other similar placement.

Adult Offender Supervision

Senate Bill 85/House Bill 614 (both passed) establish the Interstate Compact for Adult Offender
Supervision to replace Maryland's Uniform Act for Out-of - State Parolee Supervision. The uniform act,
originally adopted in 1937, is inadequate and outdated. The U.S. Justice Department's National Institute of
Corrections devel oped the new compact to provide a uniform means to track and supervise movement of
adult offenders among the states.

The legidlation aso creates an interstate compact commission and a State council, specifies the powers,
duties, and membership of the commission and council, and provides for appointment of a compact
administrator. The legidlation takes effect when 35 states have enacted the compact, or on July 1, 2002,
whichever is later.

Revisory Power of Courts

Under the Maryland Rules, a court has the power to revise a sentence if a motion is filed within 90 days
after the sentence isimposed. At present, there is no time limit restricting when the court may exercise this
revisory power. Thus, as long as a motion is timely filed, a court may revise a sentence years after the
sentence was imposed.

After 90 days following sentence imposition, a motion may only be filed asking the court to revise the
sentence if thereis fraud, mistake, or irregularity. Generally, the court may not increase a sentence after
the sentence has been imposed.

Senate Bill 632/Senate Bill 671/House Bill 62 (all failed) would have limited a court's power to revise a
criminal sentence to a period of one year after the filing of a motion to revise, modify, or reduce a
sentence. The bills would have required the court's decision changing an original sentence to be in writing
and to include the reasons for the decision.

Juvenile Law
Department of Juvenile Justice Reform Initiatives

New Management Team

In December 1999, five top Department of Juvenile Justice (DJJ) officias, including the Secretary, were
removed and replaced with new management. The new management team has begun the process of

reforming DJJ through the reorganization of departmental units and the identification of specific areas of
concern that require immediate action by the department. Some of the more significant reform initiatives



include the implementation of an improved aftercare system, the creation of the Office of Professional
Responsibility and Accountability, the drafting of a code of conduct for department staff, and the
development of detention standards. To aid the reform efforts, House Bill 231 (passed), a departmental
bill, authorizes the appointment of a second Deputy Secretary of Juvenile Justice. This appointment will
allow one Deputy Secretary to oversee administrative functions within DJJ and the other Deputy Secretary
to oversee the delivery of juvenile services.

In addition to programmatic and departmental initiatives, DJJ has received significant budget increases in
each of the last two years. In fiscal 2001 DJJ received an increase of $27.2 million (19 percent) which
enabled the department to eliminate structural budget deficits, provide one-time increases for management
studies, and enhance funding for aftercare and the treatment of sex offenders. The fiscal 2002 State budget
provides a 7.5 percent budget increase for DJJ.

Other Legidation

This legislative session, advocates advanced a number of initiatives, that ultimately failed, to provide
oversight for and require changes in the Department of Juvenile Justice. Senate Bill 537/House Bill 7
(both failed) would have established a State Juvenile Justice Disciplinary and Grievance Advisory
Commission, independent of DJJ, to inform and advise the Secretary of Juvenile Justice on issues
regarding the care and supervision of children under the jurisdiction of DJJ. Similarly, House Bill 1426
(failed) would have created an Office of the Independent Monitor within the Governor's Office for
Children, Y outh, and Families (OCY F) to monitor conditions at Department of Juvenile Justice residential
facilities.

A number of bills attempting to place additional controls over juvenile disposition and detention were also
considered and rejected. House Bill 474 (failed) would have required DJJ to adopt a code of conduct for
its employees and regulations for standards and services at certain juvenile facilities. House Bill 171
(failed) would have required DJJ to implement, within 15 days after the date of disposition, a "treatment
service plan” for a child recommended by DJJ and adopted by the juvenile court. House Bill 322 (failed)
would have limited the amount of time that a child may be accommodated in a detention facility to 15
days, except under certain circumstances. House Bill 532 (failed) would have required the Maryland State
Department of Education to exercise general control and supervision over the education programs at DJJ
facilities.

Commission on Juvenile Justice Jurisdiction

The Commission on Juvenile Justice Jurisdiction recently concluded an extensive study of "transfer time
limits' to determine the amount of time juveniles are detained in adult jails pending a court decision on
whether their cases should be transferred to the jurisdiction of the juvenile court. The commission
concluded that juvenilesremain in jail for an "inexcusably long" time while awaiting a transfer
determination and decided that, in order to accelerate the process, it is necessary to identify those cases
involving detained juvenile defendants as soon as possible and alert the various actors in the criminal
justice system that such cases are matters that should be addressed in an expedited manner.

Senate Bill 353/House Bill 294 (both passed) attempt to address the problems identified by the
commission by setting time frames within which courts are required to conduct hearings and determine
whether a detained juvenile defendant is to be processed in the adult criminal or juvenile justice system.
Additionally, the bills make several changes to provisions of law authorizing a court to transfer a case to
the juvenile court.

Specificaly, the bills require the court exercising criminal jurisdiction to make a decision on whether to
transfer to the juvenile court a case involving a child who is aleged to have committed an offense
excluded from the jurisdiction of the juvenile court within ten days after the date of a transfer hearing.
Additionally, the bills require that a hearing on a motion requesting that a child be held in a juvenile



facility pending a transfer determination be held not later than the next court day, unless extended by the
court for good cause shown.

The bills al'so provide that at a bail review or preliminary hearing involving a child whose case is eligible
for transfer to the juvenile court, the District Court may order that a study concerning the child be made or
that the child be held in a secure juvenile facility pending a transfer determination, regardless of whether
the District Court has criminal jurisdiction over the case. The bills require the court exercising criminal
jurisdiction to consider any victim impact statement in determining whether to transfer jurisdiction.

To accelerate the time frame for the processing of detained juvenile defendants, the bills require that if a
defendant who is under age 18 and whose case is eligible for transfer to the juvenile court remainsin
custody for any reason after a bail review hearing:

(1) in the case of a child charged with a felony that is not within the jurisdiction of the
juvenile court, the District Court shall:

(i) clearly indicate on the case file and in computer records that the case involves
a detained child; and

(i) set a preliminary hearing to be held within 15 days after the bail review
hearing; or

(2) in the case of a child charged with a crime in the District Court, the District Court:

(i) shall clearly indicate on the case file and in computer records that the case
involves a detained child;

(i) shall set a transfer hearing to be held within 30 days after the filing of the
charging document;

(iii) may order that a transfer study be made; and

(iv) shall require that prompt notice be given to counsel for the child, or if
unrepresented, to the Office of the Public Defender.

When a circuit court receives a case involving a detained juvenile defendant from the District Court, the
circuit court:

(1) unless previously set by the District Court, shall set a transfer hearing to be held within 30
days after the filing of the charging document in the circuit court;

(2) may order that a transfer study be made; and

(3) shall require that prompt notice be given to counsel for the child, or if unrepresented, to
the Office of the Public Defender.

The Commission on Juvenile Justice Jurisdiction is due to submit a supplemental report and policy
recommendations to the Governor and the General Assembly by September 2001.

Although it was not prompted by a recommendation of the commission, House Bill 453 (passed) also
relates to juveniles charged as adults. The bill requires the Criminal Justice Information System Central
Repository to disseminate on a monthly basis certain non-identifying information (including age, race, and
gender) concerning a juvenile charged as an adult to the Maryland Justice Analysis Center of the Institute
of Criminal Justice and Criminology of the University of Maryland. The information received by the
Maryland Justice Analysis Center may be used only for the purposes of research, evaluation, and statistical



analysis. The Maryland Justice Analysis Center must report to the Governor and the General Assembly
twice each year on the results of its research, evaluation, and statistical analysis.

Montgomery County Juvenile Court

Senate Bill 659 (passed) transfers jurisdiction over juvenile causes (which are casesinvolving children
who are aleged to be delinquent, in need of assistance, or in need of supervision) in Montgomery County
from the District Court to the circuit court effective March 1, 2002. Currently, in Baltimore City and in
every county except Montgomery County, the circuit court has jurisdiction over juvenile causes. To
execute the transfer, the bill creates three new circuit court judgeships for Montgomery County and
eliminates two District Court judgeships by attrition. For a more detailed discussion of Senate Bill 659,
see Part F - Courts and Civil Proceedings, Judges and Court Administration, of this 90 Day Report.

School-Related L egidlation

Juvenile Justice Alter native Education Pilot Program

House Bill 825 (passed) requires the State Board of Education to establish a Juvenile Justice Alternative
Education Pilot Program in a county designated by the State Superintendent of Schools. Except for a
student who is adjudicated delinquent and committed by the juvenile court to a public or licensed private
agency for placement in a facility, a student who is suspended, expelled, or identified as a candidate for
suspension or expulsion must attend the program.

The program must promote self-discipline and reduce disruptive behavior, ensure that the student receives
appropriate educational services during the term of the suspension or expulsion, and offer services to
facilitate the student's transition back to school. The State board may select a private agency that has at
least three years experience serving suspended or expelled students to administer the program, and the
agency must provide proof of student progress in reading and math. Additionally, the State Department of
Education or a county board of education may enter into a partnership with the county's circuit court
judges to oversee the program.

The State board must report annually to the Governor and the General Assembly on the implementation of
the bill. The fiscal 2002 State budget provides $500,000 to begin implementation of the program.

Department of Juvenile Justice Summer Opportunity Program

House Bill 892 (passed) establishes a three-year Summer Opportunity Pilot Program in up to three
counties to provide summertime educational services to youths under the supervision of DJJ using faculty
of the local school system. In consultation with the State Board of Education, DJJ is required to review
program proposals submitted by local boards of education. Funds provided through the program may be
used only to extend the contracts of participating teachers.

Possession of Portable Pagers on Public School Premises

Under existing law, a "portable pager” is defined as any device used to receive or communicate messages.
The term includes cellular telephones, laptop computers, and hand-held computers. An individual who
possesses a portable pager on public school property is guilty of a misdemeanor and is subject to a fine
not exceeding $2,500 or imprisonment not exceeding six months or both.

House Bill 67 (passed) makes the current statewide prohibition against the possession of portable pagers
on public school property apply only in Baltimore City and Baltimore, Caroline, Dorchester, Somerset,
Talbot, Wicomico, and Worcester counties. In every other county in the State, possession of a portable
pager is not a crime. However, the local boards of education in those counties not subject to the criminal
provisions under the bill would be authorized to develop their own local administrative policies regarding
the use and possession of portable pagers on public school property.



Arrests of Students

If a child enrolled in the public school system is arrested for a "reportable offense," the law enforcement
agency making the arrest shall notify the local superintendent of the arrest and charges within 24 hours of
the arrest or as soon as practicable. The State's Attorney must promptly notify the local superintendent of
the disposition of the reportable offense. A reportable offense means: (1) a crime of violence; (2) certain
serious offenses excluded from the jurisdiction of the juvenile court; (3) certain weapons offenses; (4)
certain controlled dangerous substances offenses; and (5) certain destructive devices offenses.

Except by order of a juvenile court or other good cause shown, the information obtained by a local
superintendent is confidential and may not be redisclosed or made part of the child's permanent
educational record. The information obtained by a local superintendent must be used to provide
appropriate educational programming and related services to the child and to maintain a safe and secure
school environment for students and school personnel. The information may be transmitted only to the
school principal and other school personnel as necessary to carry out the purposes described above.

Senate Bill 713 (passed) authorizes alocal school superintendent to transmit, as a confidential file,
information concerning the arrest and disposition of a public school student for certain reportable offenses
to the local school superintendent of another public school system in which the student has enrolled or
been transferred, if the disposition of the reportable offense was a conviction or an adjudication of
delinquency or the criminal charge or delinquency petition is still pending. The superintendent must
include in any transmittal information regarding any educational programming and services provided to
the child.

Eastern Shore Juvenile Curfew

Senate Bill 552 (passed) authorizes the code home rule counties of Caroline, Kent, Queen Anne's, and
Worcester to adopt a juvenile curfew ordinance. A curfew may be adopted by a municipal corporation in
that county. A county may only adopt a juvenile curfew ordinance after making an independent factual
finding that demonstrates a local need for a juvenile curfew.

Curfew hours would begin at midnight and last until 5:00 am. During these hours, a minor would not be
permitted to remain in a public place or in an establishment. Also, the parent or guardian of a minor may
not knowingly allow a minor to remain in a public place or in an establishment during curfew hours. An
owner, operator, or employee of an establishment may not knowingly allow a minor to remain on the
premises of an establishment during curfew hours. The bill designates ten separate circumstances under
which a juvenile curfew ordinance adopted by a county would not apply to a minor. These include a
minor who is accompanied by a parent or guardian, a minor who is engaged in legal employment, or a
minor who is attending or returning directly home from a school, religious, or recreational activity
supervised by adults and sponsored by an organization that takes responsibility for the minor, or a place of
public entertainment. The bill authorizes alaw enforcement officer to issue a civil citation for a violation
of ajuvenile curfew ordinance.

Public Safety
Racial Profiling
Senate Bill 208/House Bill 303 (both passed) require each law enforcement agency in the State to adopt a
policy against race-based "traffic stops." These Administration bills also establish a reporting program on
traffic stops.

Background

Racial profiling refers to the practice of police officers stopping motorists of color ssmply because they fit



the "profile" of people who might carry contraband, drugs, or other illegal items. How widespread this
technigue is has been a topic of debate among minority groups, law enforcement personnel, civil
libertarians, and academicians.

According to the Office of the Attorney General, there were two cases pending against the Statein 2001 in
the U.S. District Court in Baltimore concerning the use of race in instituting traffic stops and subsequent
searches. The first case, Robert Wilkins, et al. vs. Maryland State Police, et al., wasfiled in 1993. It was
settled in 1995, but the plaintiffs returned to court in September 2000 over the implementation of the
settlement. The second case, The Maryland State Conference of NAACP Branches, et al. vs. the Maryland
Sate Palice, et al., was brought in 1998 as a class action law suit.

Allegations of racia profiling also have been an issuein Montgomery County. On January 14, 2000, a
memorandum of understanding among the U. S. Department of Justice, Montgomery County, the
Montgomery County Department of Police (MCPD), and the Fraternal Order of Police, Montgomery
County Lodge 35, Inc., was released in an effort to institute management practices by the police that will
promote nondiscriminatory law enforcement and community support for the police. Baltimore City and
Howard County have also implemented record-keeping systems to keep track of traffic stops and the race
of individuals stopped.

Bill Summary

Senate Bill 208/House Bill 303 require the State's law enforcement agencies to adopt a policy against
race-based traffic stopsthat is to be used as a management tool to promote nondiscriminatory law
enforcement. The policy also must be used in the training and counseling of officers. The bills require law
enforcement officers to record specified information in connection with each traffic stop, including the
driver's race and ethnicity, to evaluate the manner in which the vehicle laws are being enforced. As
defined, a "traffic stop” does not include: (1) a checkpoint or roadblock stop; (2) a stop for public safety
purposes arising from a traffic accident or emergency situation; or (3) a stop based on the use of radar,
laser, or vascar technology.

The bills require the Police Training Commission, in consultation with the Maryland Justice Analysis
Center at the University of Maryland College Park, to develop a model format for the efficient recording
of the traffic stop data on an electronic device, or by any other means, for use by a law enforcement
agency. The commission will also develop guidelines that each law enforcement agency may use in data
evaluation. Each law enforcement agency must compile the data collected by its officers and submit an
annual report to the center by March 1 of each year reflecting the prior calendar year. The center is
charged with analyzing the data based on a methodology developed in consultation with the Police
Training Commission. By September 1 of each year, the center is required to issue a report to the
Governor and the General Assembly as well as to each law enforcement agency.

The bills phase in the law enforcement agencies covered over a three-year period. Effective January 1,
2002, the bills cover each agency with 100 or more officers. Effective January 2003, agencies with 50 or
more officers are covered and, effective January 2004, every agency is covered. Data collection is required
to continue for a five-year period (until December 31, 2006) and a final report is required before
September 1, 2007. Any law enforcement agency that enters into an agreement with the U.S. Department
of Justice before July 1, 2001, to provide similar data may substitute the report to the Department of
Justice for the bill's reporting requirements.

The bills require the Governor to assist local law enforcement agencies to implement the required data
collection and reporting obligations by: (1) providing for a deficiency appropriation in the State budget for
fiscal 2002; and (2) appropriating monies in the State budget for fiscal 2003 through 2006. The fiscal 2002
budget contains nearly $686,000 for the Department of State Police and the Department of Public Safety
and Correctional Services to implement the hills.



The bills terminate after August 31, 2007.
Offender Employment

House Bill 829 (passed) establishes a 13-member Advisory Council on Offender Employment
Coordination to gather information, solicit ideas, and advise and provide guidance on ways to expand
employment opportunities. The council must submit an annual report concerning its activities to the
Genera Assembly. The bill is effective from June 1, 2001, to August 31, 2004.

Bulletproof Body Armor

Senate Bill 209/House Bill 305 (both passed) prohibit a person from wearing or possessing "bulletproof
body armor" during and in relation to a drug trafficking crime. A violation is a misdemeanor subject to a
fine of not more than $5,000 or imprisonment for not more than five years or both. Bulletproof body armor
is defined to mean any material or object that is designed to cover or be worn on any part of the body to
prevent, deflect, or sslow down the penetration of ammunition.

In addition, Senate Bill 209/House Bill 305 prohibit the use, possession, or purchase of bulletproof body
armor by a person who was previously convicted of a crime of violence or a drug trafficking crime. A
violation is a misdemeanor subject to imprisonment not exceeding five years or a fine not exceeding
$5,000 or both.

A person subject to this prohibition may file a petition with the Secretary of State Police for a permit to
use, possess, and purchase bulletproof body armor. In deciding whether to issue a permit and any
conditions of the permit, the Secretary shall determine whether a petitioner is likely to use or possess
bulletproof body armor in a safe and lawful manner and has good cause for the use, possession, or
purchase of bulletproof body armor. A permit expires after five years, may be renewed, and may be
revoked or limited.

If an application for or renewal of a permit is denied, or a permit is revoked or limited, the person may
make a written request for the Secretary to conduct an informal review of the initial action, including a
personal interview with the applicant. The Secretary shall sustain, reverse, or modify the original action. A
person aggrieved by a decision of the Secretary may seek review under the Administrative Procedure Act.

Law Enforcement Officers Bill of Rights

The Law Enforcement Officers Bill of Rights was enacted in 1974 to guarantee that police officers are
afforded certain procedural safeguards during any investigation and subsequent hearing which could result
in disciplinary action. The Law Enforcement Officers Bill of Rights also guarantees the right of law
enforcement officers to engage in political activity and to obtain secondary employment.

Senate Bill 284 (passed) provides that police officers of Morgan State University are covered by the Law
Enforcement Officers Bill of Rights. House Bill 538 (passed) provides that members of the Baltimore
City Watershed Police Force are covered as well.

Surcharge on Vehicle Registration - Increase to Fund the Emergency Medical Systems
Operations Fund

Senate Bill 292 (Ch. 33)/House Bill 1148 (passed) raise the annual motor vehicle registration surcharge
from $8 to $11. The surcharge is dedicated to the Emergency Medical System Operations Fund, which is
used to support, anong other things, the Senator William H. Amoss Fire, Rescue, and Ambulance Fund
and the Low Interest Revolving Loan Account under the Volunteer Company Assistance Fund. The bills
could increase the fund's revenues by an estimated $13.1 million in fiscal 2002. A more extensive
discussion of these bills can be found under the Motor Vehicles subpart of Part G of this 90 Day Report.



Mutual Aid Agreements

House Bill 109 (passed) expands the existing authority of the governing bodies of counties, municipal
corporations, or the Maryland-National Capital Park and Planning Commission to enter into mutual aid
agreements involving police personnel or equipment with other like entities, within or outside the State, by
eliminating the requirement that these agreements apply only under emergency circumstances.

House Bill 205 (Ch. 56) atersthe definition of the term "fire, rescue, or emergency services entity,” under
provisions applicable to mutual aid agreements between or among fire companies or rescue companies, by
specifying that an "emergency medical services unit" includes an entity providing services at any level.
These terms replace specified individual references to boards of fire commissioners, fire companies, rescue
squads, governmental subdivisions, or fire departments, or the ambulance or advanced life support work of
such units.

Crime Control and Prevention

Senate Bill 453/House Bill 588 (both passed) establish a Law Enforcement Equipment Fund to assist
local law enforcement agencies in acquiring equipment needed to address violent crime. The Law
Enforcement Equipment Fund consists of money appropriated in the State budget. The Governor's Office
of Crime Control and Prevention will administer the fund and establish application procedures for grants
from the fund.

The bills require local law enforcement agencies applying for aid from the fund to provide specified
information to the Office of Crime Control and Prevention. Jurisdictions with the highest incidence of
violent crime must be given funding priority. Aid distributed from the fund must be based on the
comparative equipment needs of each local law enforcement agency, and used to supplement, and not
supplant, other local law enforcement funding. The Office of Crime Control and Prevention is required to
report annually, by September 1, on distribution of aid from the fund.

Enhanced Wireless 911 Service

An enhanced 911 service is available for landline phones, but is not available for wireless users. An
enhanced service allows a 911 operator to trace a cal to the address where the call was made, regardless
of the type of service used.

Senate Bill 505/House Bill 1078 (both passed) establish an eight-member Task Force on Enhanced
Wireless 911 Service to examine existing State law on enhanced wireless 911 service. The task forceis
required to report to the General Assembly by December 1, 2001, on its findings and recommendations,
including any appropriate statutory changes.



Part F
Courtsand Civil Proceedings

Judges and Court Administration
Funding of Law Clerks

Language in the 1999 Joint Chairmen's Report required the Chief Judge of the Court of Appeals to submit
a plan for increasing the State's role in circuit court funding. Accordingly, the Judiciary submitted the
"Circuit Courts Action Plan" in November 1999. That document set forth an incremental partial cost
assumption plan that would, by fiscal 2004, require the State to contribute an additional $50 million per
year to the circuit courts. One of the recommendations contained in the plan was that the State provide for
the salaries and benefits of circuit court law clerks. These costs are currently borne by local governments.

House Bill 716 (passed) requires each circuit court judge to have one law clerk, to be employed by the
State. The budget for the Administrative Office of the Courts must include funds to employ one law clerk
for each circuit court judge. The bill applies only to law clerks who begin employment on or after July 1,
2002.

The counties and Baltimore City must use the savings resulting from the bill solely to increase local
expenditures for circuit court or related public safety purposes, which expenditures may not supplant
existing local expenditures for the same purpose. In fiscal 2003 through 2010, each jurisdiction is required
to report to the Department of Budget and Management (DBM) by November 1 on the expenditures to
which the savings resulting from the bill have been applied. DBM must report these expenditures to the
Chief Judge of the Court of Appeals and the General Assembly.

The cost of the legidation is estimated at $6.5 million for fiscal 2003.

Provisions of these bills that would have required the State to begin to pay rent to local jurisdictions for
space occupied by the offices of the clerks of the circuit courts, up to $10 per square foot, were not
approved by the General Assembly.

Juvenile Court - Montgomery County

Currently, in Baltimore City and in every county except Montgomery County, the circuit court has
jurisdiction over juvenile causes, which are cases involving children who are alleged to be delinquent, in
need of assistance, or in need of supervision. In Montgomery County, the District Court has jurisdiction
over juvenile causes and sits as the juvenile court. Senate Bill 659 (passed) brings Montgomery County
into conformity with all other counties and Baltimore City by transferring jurisdiction over juvenile causes
from the District Court to the circuit court, effective March 1, 2002. The bill also creates three new
judgeships in the Circuit Court for Montgomery County and eliminates two District Court judgeships by
attrition.

Maryland Rule 16-204, which became effective July 1, 1998, established a family division in the circuit
court of each county having more than seven resident judges. By transferring jurisdiction over juvenile
causes from the District Court to the circuit court, Senate Bill 659 places juvenile causes in Montgomery
County in the same court in which the family division is located.

Uncodified language also requires that personnel other than judges who are employed by the District Court
and who are assigned to the juvenile court in Montgomery County be transferred to the Office of the Clerk
of the Circuit Court for Montgomery County without any loss of compensation or benefits solely as a
result of the transfer, and requires the Clerk of the Circuit Court for Montgomery County, the



Administrative Office of the Courts, and the Chief Judge of the District Court to cooperate to accomplish
this transfer.

Creation of Judgeships

In 1979, the Chief Judge of the Court of Appeals began an annual procedure, suggested by the Legidlative
Policy Committee, of formally certifying to the General Assembly the need for additional judgesin the
State. The certification is prepared after a statistical analysis of the workload and performance of the
circuit courts and the District Court of Maryland and consideration of the comments of the circuit
administrative judges and the Chief Judge of the District Court.

For fiscal 2002, the Judiciary certified the need for 14 additional circuit court judgeships and five
additional District Court judgeships. The following table shows the number of judgeships certified by

jurisdiction.

Jurisdiction Circuit Court District Court
Anne Arundel County 2

Baltimore City 2 1
Baltimore County 2

Calvert County 1

Montgomery County 4 1
Prince George's County 2 1
St. Mary's County 1
Worcester County 1 1
Total 14 5

These 19 judgeships were requested in Senate Bill 519/House Bill 658 (both failed). Two of the four
circuit court judgeships requested for Montgomery County were contingent on Senate Bill 659 (passed),
which transfers juvenile jurisdiction from the District Court to the Circuit Court for Montgomery County.
A more extensive discussion of Senate Bill 659 may be found on page F-2 of this 90 Day Report.

According to the Annual Certification of Needs for Additional Judgeships for Fiscal Year 2002, recent
amendments to the Maryland Rules reduce the authority of mastersin family law matters and will require
additional circuit court judgeships over the next severa years. The Judiciary's request for the five
additional District Court judgeships was based on its increasing dependence on retired judges, a recent
expansion in its civil jurisdiction, and the rise in more complicated civil litigation in the District Court.

Circuit Court Administrators - Seventh Judicial Circuit

Senate Bill 322/House Bill 140 (both passed) repeal a provision of current law establishing an
administrative office of the courts of the Seventh Judicial Circuit and providing for the position of
administrator and replace it with provisions that authorize a court administrator in each county of the
Seventh Judicia Circuit (Prince George's, St. Mary's, Calvert, and Charles counties).

Civil Actions and Procedures
I mmunity and Liability
Abrogation of Parent-Child Immunity in Motor Vehicle Torts

The doctrine of parent-child immunity generaly prevents parents and their children from suing each other
for torts. House Bill 183 (passed) limits the doctrine and permits a parent or child or the estate of a parent



or child to sue each other for wrongful death, personal injury, or property damage arising from the
operation of a motor vehicle up to the mandatory minimum liability insurance coverage required under the
Maryland Vehicle Law, which is currently set at $20,000 for an individual claim for bodily injury or death,
$40,000 for al claims arising from the same accident, and $15,000 for property damage. The hill,

however, prohibits wrongful death actions arising from the operation of a motor vehicle for the benefit of
a parent who caused the death of his or her child or for the benefit of a child who caused the death of his
or her parent.

House Bill 183 also provides that motor vehicle torts involving a parent and a child may not be restricted
by an insurance policy provision, such as a "household exclusion,” up to the mandatory minimum liability
coverage levels required by the Maryland Vehicle Law.

Child Passenger Safety Technicians and Sponsoring Organizations

In an attempt to encourage trained child passenger safety technicians to volunteer their services, Senate
Bill 35/House Bill 1261 (both passed) provide immunity from civil liability to a child passenger safety
technician or sponsoring organization for an act or omission that occurs solely in the inspection,
installation, or adjustment of a child safety seat in a motor vehicle, or in giving advice or assistance
regarding the installation or adjustment of a child safety seat, if:

« the child passenger safety technician actsin good faith and within the scope of the training for
which the technician is certified;

« the act or omission does not constitute gross negligence or willful or wanton misconduct;

« theinspection, installation, or adjustment of the child safety seat, or the advice or assistance, is
provided without fee or charge to the owner or operator of the motor vehicle; and

« the inspection, installation, or adjustment of the child safety seat is not provided in conjunction with
the for profit sale of the child safety seat.

When installed and used correctly, child safety seats reduce the risk of injury by 71 percent for infants and
by 54 percent for toddlers. However, field experience at various safety seat inspections has shown that 80
to 90 percent of safety seats are not being used or installed correctly.

Local Government Tort Claims Act

Senate Bill 433/House Bill 942 (both passed) are emergency measures that clarify that the monetary
limits on the liability of alocal government under the Local Government Tort Claims Act (LGTCA) apply
to tort actions against a local government itself, as well as to actions against local government employees.

The bills apply to cases pending on the effective date of the bill and arising from events occurring on or
after July 1, 1987 (the original effective date of the LGTCA).

The LGTCA provides that the liability of alocal government may not exceed $200,000 per individual
claim and $500,000 per total claims that arise from the same occurrence. These bills are in response to a
recent Court of Appeals decision, Housing Authority of Baltimore City v. Bennett, 359 Md. 356 (2000),
which held that the limits on liability under the LGTCA do not apply to atort judgment directly against a
local government agency under some circumstances.

Managed Care Entities

Senate Bill 490/House Bill 223 (both failed) would have established that a carrier or managed care entity
for a health benefit plan has the duty to exercise ordinary care when making health care treatment
decisions and is liable for damages for harm to an insured or enrollee proximately caused by its failure to



exercise ordinary care.
District Court Jurisdiction

Small Claim Actions

Small claims court isadivision of the District Court of Maryland that handles disputes involving no more
than $2,500 with less formality than other courts. The court's rules of procedure and evidence are relaxed
to make it easier for parties to represent themselves without hiring an attorney. An officer or employee of
a corporation or other business entity may appear on behalf of the entity in a small claim action.

House Bill 546 (passed) increases the maximum amount of a small claim action in the District Court from
$2,500 to $5,000, exclusive of interest, costs, and attorney's fees. Such a case must be filed in the District
Court. For casesin which the amount in controversy is above $5,000, the District Court and the circuit
courts have concurrent jurisdiction.

The legidation also increases the threshold of civil cases for which an appeal from the District Court is
required to be heard on the record from an amount that exceeds $2,500 to an amount that exceeds $5,000.
In addition, the legislation increases the limit for civil actions in the District Court in which there are no
formal pleadings from $1,000 to $2,500.

Dishonored Checks

House Bill 70 (passed) clarifies that the District Court of Maryland has civil jurisdiction in an action for
damages for a dishonored check or other negotiable instrument even if the amount in controversy exceeds
$25,000, the monetary limit of the District Court's jurisdiction.

Under the bill, if the amount in controversy in such an action exceeds $25,000, the defendant may transfer
the case to a circuit court by making a timely demand.

Automotive Warranty Enforcement

Senate Bill 634 (passed) establishes that the District Court has concurrent jurisdiction with a circuit court
in a proceeding for a replacement motor vehicle under the Automotive Warranty Enforcement Act, also
known as the "lemon law."

Service of Process and Subpoenas

House Bill 854 (passed) requires counties, municipalities, and other local entities, and those State
agencies that are not represented by the Attorney General, to designate a resident agent on whom process
may be served. Currently, these governmental entities are permitted, but not required, to designate resident
agents and file the designation with the Department of Assessments and Taxation.

House Bill 854 also provides that if the custodian of public records is not known and cannot be
ascertained after a reasonable effort, a party in alegal proceeding may request a court to issue a subpoena
for the custodian to be served on:

« the designated resident agent for alocal entity;
- the designated resident agent for a State agency that is not represented by the Attorney General; or

« the Attorney General or an individual designated by the Attorney General for State agencies that are
represented by the Attorney General.

Shoplifting and Employee Theft - Civil Penalties



Senate Bill 265/House Bill 242 (both passed) increase from $500 to $1,000 the maximum civil penalty
that a merchant may be awarded in a civil action against a person responsible for shoplifting and
employee theft.

The civil penalty that may be awarded is twice the merchant's stated sales price for the merchandise and is
in addition to existing requirements that the person responsible for the theft restore the merchandise, or
pay its value, and pay all of the merchant's other actual damages.

Shooting Sports Clubs - Sound Level Limits

Generaly, under current law, political subdivisions and the Maryland Department of the Environment are
restricted from adopting a noise control ordinance, rule, or regulation that prohibits trapshooting,
skeetshooting, or other target shooting between the hours of 9 am. and 10 p.m. at a shooting sports club
that was chartered and in operation as of July 1, 1983. Currently, this restriction on noise control measures
does not apply if the sports shooting club movesto a parcel of land that is not contiguous to the location
of the club on July 1, 1983.

Current law, however, authorizes the following jurisdictions to establish noise control and sound level
limits notwithstanding this restriction: Baltimore City and Allegany, Calvert, Charles, Garrett, Howard,
Montgomery, St. Mary's, and Washington counties. Similarly, the Department of the Environment may
adopt sound level limits and noise control rules and regulations in Baltimore City and Allegany, Anne
Arundel, Calvert, Charles, Garrett, Howard, Montgomery, St. Mary's, and Washington counties.

Senate Bill 869/House Bill 1423 (both passed) change this framework by applying the general restriction
on noise control measures to a shooting sports club chartered and in operation as of January 1, 2001. The
bills also repeal the exemption from the restriction on noise control measures applicable to a sports
shooting club that moved to a parcel of land that is not contiguous to the location of the club on July 1,
1983.

The bills do not alter the authority of the jurisdictions currently authorized to establish local noise control
and sound level limits or the authority of the State to adopt rules and regulations in the jurisdictions where
it is authorized to do so.

Workers Compensation

House Bill 167 (passed) requires the Workers Compensation Commission (WCC) to send by first-class
mail a copy of a decision on a claim to each party's attorney of record or to the party, if the party is not
represented by an attorney. Under the bill, an appeal of a decision must be filed within 30 days after the
date of the mailing of the order, rather than the date of the commission's decision. The bill also requires
the WCC to mail a notice denying a motion for rehearing or, if a rehearing is held, the order resulting
from the rehearing to a party's attorney of record or, if the party is unrepresented, to the party.

Compar ative Negligence

For the past several sessions, attempts to change Maryland from a contributory negligence Stateto a
comparative negligence State have been unsuccessful.

Senate Bill 483 (failed) would have established comparative negligence as the method for awarding
damages in negligence actions.

Specificaly, the bill would have provided that in an action for damages based on negligence resulting in
death or injury to person or property, contributory negligence of the plaintiff does not bar recovery if the
contributory negligence was less than: (1) the negligence of the defendant; or (2) the combined negligence
of al defendants against whom recovery is sought.



Family Law
Newborn Children - Abandonment

Prompted by well-publicized cases involving the disposal of newborns in trash dumpsters and other unsafe
locations, the General Assembly considered a number of proposals, Senate Bill 32/Senate Bill 82/Senate
Bill 704/House Bill 74/House Bill 252/House Bill 312/House Bill 363/House Bill 515 (all failed)
designed to prevent future incidents of unsafe abandonment of newborns by providing parents with a safe
and anonymous alternative.

Generdly, the bills would have established immunity from prosecution for a parent who relinquishes a
newborn to a "safe haven" such as a hospital, police station, or fire station. Severa of the bills set forth
procedures for employees of a safe haven to follow when a newborn is relinquished. The bills also would
have provided immunity from civil liability and criminal prosecution for those who accept or treat an
abandoned newborn.

Child Support

Child and Spousal Support - Earnings Withholding

The federal Personal Responsibility and Work Opportunity Reconciliation Act of 1996 requires State
support enforcement agencies to perform certain functions without judicial involvement in an effort to
streamline the child support process. To bring the State into compliance with federal welfare form
mandates, House Bill 1070 (passed) authorizes the Child Support Enforcement Administration to issue a
wage withholding notice on a standard federal form, provided there is an underlying court order, and to
include a payment toward arrears that have accrued. Additionally, the bill requires employers to remit all
wage withholding to the State Disbursement Unit in cases in which the administration is providing support
enforcement.

Failureto Pay Child Support - Intestate Succession

Senate Bill 173/House Bill 154 (both passed) preclude a surviving parent from inheriting by intestate
succession from a minor child of the parent if the parent abandoned the child or willfully failed to
contribute to the support of the child in violation of a court order for at least three consecutive years
immediately preceding the death of the child or for the life of the child, whichever isless. A parent is
deemed to have abandoned a minor child if the conduct of that parent demonstrates a settled purpose
willfully and intentionally to relinquish all parental rights and duties with respect to the child and to
renounce and forsake the child entirely. A more extensive discussion of Senate Bill 173/House Bill 154
may be found under the Subpart N2 - Estates and Trusts of this 90 Day Report.

Adoption
Notice to Parents

House Bill 705 (passed) repeals the authority of the court to waive notice to a natural parent of the filing
of a petition for adoption or guardianship in cases in which the petitioner, after reasonable effortsin good
faith, cannot learn the identity or location of the natural parent or cannot successfully serve the natural
parent. Additionally, the bill repeals a provision of law authorizing a court to order notice by posting in
the case of an independent adoption. The bill substitutes a requirement of notice by publication in casesin
which the petitioner, after reasonable efforts in good faith cannot learn the identity or location of a natural
parent or cannot successfully serve the natural parent. If the court orders notice by publication, the show
cause order must be published at least once in one or more newspapers of general circulation published in
the county in which the petition is filed.



The bill addresses due process concerns with the current waiver of notice provisions raised by the Court of
Appeals Standing Committee on Rules of Practice and Procedure. The Rules Committee recommended the
repeal of the current waiver of notice provisions and the substitution of a requirement of notice by
publication in order to ensure the finality of judgments of adoption and prevent the potential for judgments
being set aside by a reviewing court because of insufficient due process afforded to the natural parent.

Adoption Subsidy for Medically Fragile Children

Under existing law, medically fragile children (children with certain special medical needs) committed to a
local department of social services may be placed in treatment foster care. Treatment foster care parents
may receive up to $1,800 per month plus paid day care and respite care for medically fragile foster
children. However, if these parents chose to adopt the child, their monthly payment is reduced to $650 per
month, since an adoption subsidy cannot be more than the basic foster care payment amount. Additionally,
the family loses paid day care, respite, and other benefits when the child is adopted, which creates a
disincentive for foster parents to adopt these children.

Senate Bill 44 (passed) raises the maximum monthly payment for adoption subsidies to $2,000 for a
medically fragile child living in a treatment foster care home. A more extensive discussion of Senate Bill
44 may be found under Subpart 04 - Children under Part M - Human Resources of this 90 Day Report.

Marriage Licenses

The current statewide fee for a marriage license is $10, of which $5 is retained by the clerk of the circuit
court and $5 is paid into the general fund of the county. In most counties, thereis an additional fee for
each license, which is used to fund domestic violence programs.

House Bill 20 (passed) authorizes a county to discount the marriage license fee for couples who complete
premarital preparation courses within one year before the date of the application for the license. Under the
bill, the county governing body is authorized to determine the amount of any discount. However, any
discount authorized by a county cannot be applied to any fee used to fund domestic violence programs.

International Child Abduction

Currently, if a child is under the age of 16 years, a relative who knows that another person is the lawful
custodian of the child may not:

(1) abduct, take, or carry away the child from the lawful custodian to a place outside of this State;

(2) having acquired lawful possession of the child, detain the child outside of this State for more than
48 hours after the lawful custodian demands that the child be returned;

(3) harbor or hide the child outside of this State knowing that possession of the child was obtained by
another relative in violation of the above provisions; or

(4) act as an accessory to an act prohibited by the above provisions.

If the child is out of the custody of the lawful custodian for not more than 30 days, a person who violates
the current child abduction laws is guilty of a felony and on conviction is subject to a fine not exceeding
$250 or imprisonment not exceeding 30 days or both. If the child is out of the custody of the lawful
custodian for more than 30 days, a person who violates the current child abduction laws is guilty of a
felony and on conviction is subject to a fine not exceeding $1,000 or imprisonment not exceeding one
year, or both.

Title 18, § 1204 of the United States Code provides that whoever removes a child from the United States
or retains a child (who has been in the United States) outside of the United States with intent to obstruct



the lawful exercise of parental rights shall be fined or imprisoned for not more than three years or both.
However, the U.S. Attorney may decline to prosecute. In international abduction casesin which the U.S.
Attorney declines to prosecute, State and local law enforcement agencies must enlist the aid of other
international organizations such as INTERPOL, the International Crimina Police Organization. However,
INTERPOL will issue a "red notice" seeking the apprehension and extradition of international fugitives
only for crimes that carry a penalty of more than one year of incarceration. Because the current maximum
penalty for international child abduction is one year, State and local law enforcement agencies are not able
to utilize the services of INTERPOL to facilitate fugitive captures.

House Bill 850 (passed) establishes a separate offense and increases the maximum penalties to three years
and $5,000, for child abduction when the child is taken outside of the United States, a territory of the
United States, the District of Columbia, or the Commonwealth of Puerto Rico.

Unregistered Family Day Care Providers

Senate Bill 691 (passed) authorizes an employee of the Socia Services Administration charged with the
investigation and enforcement of child care regulations or the chief licensing agent in a regional office of
the Social Services Administration to serve a civil citation on a person who has not registered a family day
care home as required by law.

The bill provides for a civil penalty of $250 for the first violation, $500 for the second violation, and
$1,000 for the third and subsequent violations. A person served with a civil citation may appeal to the
Office of Administrative Hearings.

Current law provides for the imposition of a civil penalty not exceeding $1,000 for each violation and not
exceeding $5,000 in total in a civil action.

Juvenile Causes

In 1997, the Foster Care Court Improvement Project Advisory Committee completed an assessment of the
Judiciary's processing of child abuse and neglect cases. One of the findings of the assessment was that the
Child in Need of Assistance (CINA) statute, which is combined with the delinquency and Childrenin
Need of Supervision (CINS) provisions, was interpreted and applied in may different ways throughout the
State.

The differing policies and procedures among the various jurisdictions were found to cause disparate
treatment of litigants and confusion for practitioners and agencies. Also, it was considered inappropriate to
have CINA provisions intertwined with delinquency provisions in one statute. To correct these problems,
the advisory committee recommended that a separate CINA statute be written.

Senate Bill 660 (passed) revises and reorganizes the laws governing juvenile court proceedings to separate
the laws pertaining to CINA proceedings from those pertaining to delinquency and CINS proceedings. The
bill also makes a number of significant substantive changes to the CINA provisions, including:

« expanding the jurisdiction of the juvenile court to include guardianship review proceedings after a
termination of parental rights proceeding;

« granting the juvenile court concurrent jurisdiction over: (1) custody, visitation, child support, and
paternity of a child whom the court finds to be a CINA; and (2) custody of a child alleged to be a
CINA, under certain circumstances;

« atering the definition of "child in need of assistance”;

« repealing the exemption for nonmedical remedia care from the current law;



« requiring at least one judge to be assigned to handle juvenile cases in every county;
« divesting the Department of Juvenile Justice of its authority to file a CINA petition;

« expanding the scope of representation by the Office of the Public Defender (OPD) to require all
indigent parents to be afforded counsel at State expense at every stage of a CINA proceeding,
contingent upon funding;

« prohibiting the OPD from representing children in CINA proceedings;

« atering the procedures under which alaw enforcement officer may take a child into custody;

« requiring a shelter care hearing to be held not later than the next day on which the circuit court sits;

« providing that the rules of evidence apply to adjudication hearings;

« limiting the presumption regarding drug addicted babiesin CINA cases to apply only within one
year after the child's birth and only if drug treatment is available to the mother and the mother
refuses or does not successfully complete the drug treatment;

« expanding the dispositional options available to the court in CINA proceedings;

« establishing standardized procedures for emergency dispositional review hearings by the court;

« granting authority to the juvenile court to issue restraining orders against non-parties in CINA
proceedings;

« inresponse to the decision reached in In Re Russel G, 108 Md. App. 366 (1996), altering court
procedures in cases in which the allegation in a CINA petition are sustained against only one parent
and thereis another parent who is able and willing to care for the child;

« modifying the schedule of permanency plan review hearings,

« repealing the authority of the court to order a party supporting a plan of adoption to file a petition
for termination of parental rights;

« expanding access to juvenile court records involving a CINA; and

« repealing the requirement for local matching funds for Court-Appointed Special Advocate
programs.

Child Protection

Child Abuse Reports

Under current law, records and reports of child abuse or neglect are confidential except under certain
circumstances. A local department of socia servicesis required to disclose child abuse and neglect records
and reports if ordered to do so by a court or, under certain circumstances, an administrative law judge.
Additionally, the local department may, upon request, make additional disclosures to designated categories
of persons where relevant to the purpose of the exception. For example, the local department may disclose
the records and reports to a public school superintendent for carrying out appropriate personnel actions
following a report of suspected child abuse involving a student committed by a public school employee.

According to an Opinion of the Attorney General 85 Opinions of the Attorney General __ [Opinion No.
00-008 (April 3, 2000)], the current law does not permit a local department of social services to disclose
confidential child abuse and neglect information concerning an individual, such as a bus driver, who is not



a public school employee, regardless of his or her contact with public school children. Such disclosure
could subject a local department to criminal prosecution (a misdemeanor subject to a fine not exceeding
$500 or imprisonment not exceeding 90 days or both) and potential civil liability.

Senate Bill 810/House Bill 1240 (both passed) expand the current law to authorize the disclosure of
records and reports of abuse committed by independent contractors who supervise or work directly with
students in a public school and their employees who supervise or work directly with students.
Additionally, the bills expand the purposes for which a public school superintendent may receive the
records and reports to include the carrying out of appropriate administrative actions.

Criminal Background Checks of Employees at Child Care Facilities

House Bill 145 (passed) authorizes the creation of pools of individuals who are pre-qualified to work as
substitute or temporary employees in certain child care facilities. In order to participate in the pool,
individuals must complete a criminal background check so that once qualified, they will be available on
short notice to respond to unexpected staff absences.

Specificaly, the bill alters the definitions of "employee" and "employer” with respect to provisions of law
requiring employees of certain child care facilities to obtain a national and State criminal history records
check. The definition of employee is expanded to include a person who: (1) participatesin a pool of
substitute or temporary employees; (2) for compensation will be employed on a substitute or temporary
basisto work in either a licensed child care center or aregistered family day care home; and (3) will care
for or supervise children in the facility or will have access to children who are cared for or supervised in
the facility.

The definition of employer is expanded, for purposes of provisions of law authorizing an employer to
receive the results of a criminal history records check of an employee, to include child care resource and
referral centers, associations of registered family day care providers, and associations of licensed child
care centers to the extent that these entities establish and maintain a pool of individuals who are qualified
to work as substitute or temporary employees in a licensed child care center or a family day care home.

The bill also requires an employer, as defined above, to require an employee, as defined above, to obtain a
criminal history records check.

Domestic Violence

Interim Domestic Violence and Peace Orders- I ssuance by District Court Commissioners

Senate Bill 657/House Bill 764 (both failed) would have proposed a constitutional amendment to allow
District Court commissioners to issue interim domestic violence orders and interim peace orders on days
and during hours in which the office of the Clerk of the District Court is not open. The proposed
constitutional amendment would have been submitted to the voters of the State in the 2002 general
election.

Senate Bill 658/House Bill 763 (both failed) would have made the statutory changes necessary to
implement the constitutional amendment proposed by Senate Bill 657/House Bill 764

Out of State Ex Parte Orders

Senate Bill 481/House Bill 254 (both passed) were introduced in response to a recommendation made in
a recent Opinion of the Attorney General (See 35 Opinions of the Attorney General __ (2000) [Opinion
No. 00-009 (April 22, 2000)]). The Attorney General suggested that the Maryland domestic violence
statute should be clarified in two respects. First, because the Maryland law speaks only to the criminal
enforcement of an out-of -state "protective order," the statute might reasonably be interpreted to address
only the criminal enforcement of an out-of -state domestic violence order issued after an opportunity for an



adversarial hearing and not the enforcement of an out-of-state ex parte order. Therefore, a criminal
prosecution based on an out-of -state ex parte order alone may be subject to legal challenge because the
Maryland statute applies by its terms only to "protective orders.”

Second, the Attorney General recommended clarification of the current Maryland requirements for
"authentication" of out-of-state domestic violence orders.

Senate Bill 481/House Bill 254 make several changes in current law to facilitate enforcement of out-of -
state orders for protection from domestic violence, in accordance with the suggestions of the Office of the
Attorney General.

First, the bills clarify that ex parte orders from other jurisdictions may be criminally enforced in Maryland.
Second, the bills repeal the current requirement that an out-of -state order for protection be "authenticated"
and instead allow a law enforcement officer to enforce an order that appears "valid on its face." Findly,
the bills grant immunity to law enforcement officers who act reasonably and in good faith in enforcing
out-of -state orders for protection.

Foster Parents

Senate Bill 307/House Bill 914 (both passed) delineate certain rights of foster parents in the State.
Specifically, the bills grant foster parents the right to receive full information from the caseworker, except
for information about the family members that may be privileged or confidential, on the physical, social,
emotional, educational, and mental history of a child which would possibly affect the care provided by the
foster parent. Additionally, foster parents have the right, except under certain circumstances, to be notified
of, and when applicable, be heard at scheduled meetings and staffings concerning a child in order to
actively participate, without superseding the rights of the natural parent. Foster parents also have the right
to be informed of decisions made by the courts or a child welfare agency concerning the child and the
right to provide input concerning the plan of services for the child and to have that input given full
consideration by the local department of socia services. Finally, the bills establish that foster parents have
the right to be given reasonable written notice, waived only in the case of a court order or when a child is
determined to be at imminent risk of harm, of plans to terminate the placement of a child with a foster
parent.

Human Relations
Discrimination Based on Sexual Orientation

On September 26, 2000, Governor Parris N. Glendening issued an executive order creating a Special
Commission to Study Sexual Orientation Discrimination in Maryland. The 23-member commission was
directed to: (1) examine the characteristics, coverage, and exclusion of existing laws forbidding
discrimination based on sexual orientation in employment, housing, and public accommodations; (2) gather
information on the number of official complaints and lawsuits filed under State, federal, and local laws;
(3) gather information on the potential liability of employers and other organizations accused of
discrimination and the impact on the workload of the agencies charged with enforcing antidiscrimination
laws; (4) solicit input from the business community, nonprofit organizations, religious groups, advocacy
groups, and governmental entities on the most effective and efficient methods for guaranteeing freedom
from discrimination; and (5) develop legidative proposals and proposals for executive action designed to
remedy discrimination in employment, housing, and public accommodations based on sexual orientation.

Discrimination on the basis of sexual orientation is currently prohibited in four local jurisdictions in
Maryland, which contain 48.5 percent of the State's population - Baltimore City, Montgomery County,
Howard County, and Prince George's County. Discrimination based on sexual orientation has also been
banned in 11 states (California, Connecticut, Hawaii, Massachusetts, Minnesota, Nevada, New Hampshire,
New Jersey, Rhode Island, Vermont, and Wisconsin) and the District of Columbia.



After hearing testimony at five public hearings held around the State and reviewing information gathered
by the commission, the commission found that discrimination based on an individual's sexual orientation
does occur in Maryland and recommended that |egislation be introduced to amend the State human
relations law. Senate Bill 205 (passed), the Antidiscrimination Act of 2001, introduced as a result of the
commission's findings, prohibits discrimination based on sexual orientation in public accommodations,
employment, and housing. The bill defines "sexual orientation” as the identification of an individual as to
male or female homosexuality, heterosexuality, or bisexuality.

The bill grants an employer immunity from liability arising out of the employer's reasonable acts to verify
the sexual orientation of any employee or applicant in response to a charge filed against the employer on
the basis of sexual orientation. In addition, the bill exempts: (1) religious organizations, the Boy Scouts of
America, and the Girl Scouts of America from provisions of the bill relating to employment
discrimination; and (2) the rental of rooms or apartments in an owner's principal residence from provisions
of the bill relating to housing discrimination.

Finally, Senate Bill 205 specifiesthat it: (1) may not be construed to authorize or validate same-sex
marriage; (2) may not be construed to require or prohibit an employer from offering health insurance
benefits to unmarried domestic partners; (3) does not mandate that an educational institution promote any
form of sexuality or sexual orientation or include such matters in its curriculum; and (4) is intended to
ensure specific defined rights and not to endorse or confer legislative approval of any form of sexual
behavior.

Discrimination Based on Genetic I nformation

Senate Bill 2/House Bill 18 (Chs. 11 and 12) make it an unlawful employment practice for an employer
to fail or refuse to hire an individual, or otherwise discriminate against an individual, based on genetic
information or the individual's refusal to submit to a genetic test or make available the results of a genetic
test. An employer may not request or require genetic tests or genetic information as a condition for hiring
or determining benefits. In addition, an employer may not limit, segregate, or classify its employees or
applicants for employment based on the individual's genetic information or the individual's refusal to
submit to a genetic test or make genetic test results available.

Employment Discrimination - Relief

Senate Bill 104 (failed) would have clarified and altered procedures regarding hearings and relief under
the Human Relations Commission law and would have expanded the relief available for discriminatory
employment practices to include compensatory damages up to specified limits based on the size of the
employer.

Real Property
Recordation

Senate Bill 476/House Bill 632 (both passed) require the holder of a mortgage or deed of trust to release
it within a reasonable time after the loan is paid off and either record the release or send it to the borrower
for recording, with a notice disclosing where the release should be recorded and the estimated recording
fee. If the holder records the release, the holder may collect a $15 fee from the borrower.

Under the revised Title 9 of the Maryland Uniform Commercial Code (UCC), a security interest in a
mortgage granted by a mortgagee is perfected by filing a financing statement in the state where the
executive office of the mortgagee is located. House Bill 1434 (passed) repeals provisions in the Real
Property Article providing that a grant of a security interest in a mortgage by a mortgagee is perfected by
recording the interest in the land records. House Bill 1434 also provides that if a security interest in a
mortgage was attached and perfected before July 1, 2001, in accordance with applicable law, the interest



continues to be perfected without the need for any additional filing either in the land records or under Title
9 of the UCC.

Landlord - Tenant

House Bill 864 (passed) reduces the required notice period, from one month to 14 days, before a landlord
may file an action for possession of the premisesif the tenant or another person on the premises with the
tenant's permission breaches the lease by behaving in a manner that demonstrates a clear and imminent
danger of doing serious harm to himself or herself, the landlord, the landlord's property or representatives,
other tenants, or any other persons on the premises.

House Bill 1031 (passed) clarifies that provisions of current law relating to a landlord's action for
repossession of property when a tenant has held over apply to tenancies at the expiration of a stated term
and to any periodic tenancy.

House Bill 1214 (passed) clarifies that provisions of current law governing a landlord's action for
repossession for breach of lease apply prior to the expiration of a lease for a stated term. The hill
authorizes a landlord to file a complaint in the District Court when an unexpired lease for a stated term
provides that the landlord may repossess the premises prior to the expiration of the term if: (1) the tenant
breaches the lease; (2) the landlord gives the tenant one month's written notice about the lease violation
and the landlord's desire to repossess the premises; and (3) the tenant or person in actual possession
refuses to comply.

House Bill 1215 (passed) provides that for tenancies of one month or more, a tenant's right to escrow
relief for serious and substantial defects and conditions on the leased premises is conditioned on a court
not having entered three prior judgments of possession for rent due and unpaid in the 12-month period
prior to the initiation of the action. Currently, a tenant is precluded from using the rent escrow remedy if
there are more than three judgments of possession entered against the tenant in the immediately preceding
12-month period.

Condominiums and Homeowners Associations

Senate Bill 639/House Bill 938 (both passed) authorize a condominium council of unit owners, if
provided for in its bylaws, to hold the owner of a unit where the cause of any damage to or destruction of
any portion of the condominium originates, responsible for up to $1,000 of the council's property
insurance policy deductible. The bills require that a deductible in excess of $1,000 be assessed as a
COMmMOoN expense.

House Bill 953 (passed) authorizes the declaration of a homeowners association to provide for a late
charge equaling the greater of $15 or one-tenth of the total amount of any delinquent assessment or
installment. Under current law, a homeowners association may already provide for such a late feein its
bylaws.

Nuisance Abatement

Senate Bill 587/House Bill 1344 (both passed) authorize the County Attorney or State's Attorney for
Anne Arundel County, the City Attorney for the City of Annapolis, or a community association in Anne
Arundel County to seek injunctive and other equitable relief in the District Court for abatement of a
nuisance upon showing that applicable notice requirements have been satisfied and that the nuisance has
not been abated.

Estates and Trusts

I ntestate Succession - Abandonment or Failureto Support Minor Child



Under current law, a minor may not make a will. If aminor diesin Maryland, the rules of intestate
succession apply. When a person dies without a will and there is neither surviving issue nor a surviving
spouse, each surviving parent's share of the intestate estate is one-half. If only one parent survives, that
parent receives the entire estate.

Senate Bill 173/House Bill 154 (both passed) prevent a surviving parent from inheriting through intestate
succession from a minor child if the parent abandoned the child or willfully failed to contribute to the
support of the child for at least three consecutive years immediately preceding the death of the minor child
or for the life of the child, whichever isless. These bills also establish that a minor child is considered to
be abandoned by the surviving parent if the conduct of that parent demonstrates a settled purpose to
willfully and intentionally relinquish all parental rights and duties toward the child and to renounce and
forsake the child entirely.

Corporate Fiduciaries

A corporate fiduciary is a bank, trust company, or any other corporate entity authorized to act as a
fiduciary under Maryland law. Currently, a corporate fiduciary seeking to qualify as a fiduciary may
attribute to its capital and surplus, the capital and surplus of any bank, trust company, or bank holding
company of which itisadirect or indirect subsidiary or affiliate.

Senate Bill 585/House Bill 574 (both passed) allow a corporate fiduciary to attribute the capital and
surplus of its parent corporation for the purpose of qualifying as a fiduciary with respect to a capital
requirement, if the parent corporation has its principal office in this State and the corporate fiduciary is a
wholly owned subsidiary. Capital requirement is defined as a provision in any court order, statute,
regulation, or writing, including a will or trust, that requires a fiduciary to have a specified minimum
amount of capital or capital and surplus. The bills aso provide for the appointment of a new fiduciary to
replace a successor fiduciary if there is an objection regarding the qualifications of the successor fiduciary
and the successor's qualification is dependent on attributing the capital and surplus of its parent
corporation.

Guardians - Authority to Make Health Care Decisions

Under the Health Care Decisions Act, if a person has been certified to be incapable of making an
informed decision and has not appointed a health care agent, the following individuals and groups, in
descending priority, may make decisions about health care for the person: (1) a court-appointed guardian;
(2) the patient's spouse; (3) an adult child; (4) a parent; (5) an adult brother or sister; or (6) afriend or
other relative who has maintained regular contact with the patient sufficient to be familiar with the
patient's activities, health, and personal beliefs.

However, if the patient has been determined to be a disabled person and a guardian has been appointed,
the guardianship statute requires court approval for a medical procedure, or withholding or withdrawing a
medical procedure, if it would involve a substantial risk to the life of the disabled person.

There are two exceptions to this general rule. One allows the court to authorize a disabled person's
guardian to make decisions regarding medical procedures if the disabled person executed an advance
health care directive authorizing the guardian to make health care decisions. The second exception allows
the court to authorize the guardian to make health care decisions if the guardian is the disabled person's
spouse, parent, adult child, adult sibling, or adult grandchild.

House Bill 127 (passed) expands the list of guardians who may be granted the authority to make health
care decisions involving a substantial risk to the life of a disabled person to include a friend or any
relative who is determined by the court to be familiar with the disabled person's persona beliefs, values,
and medical situation.



Uniform Transfer-on-Death Security Registration Act

Currently, the Maryland Uniform Transfer-on-Death Security Registration Act allows securities brokersto
transfer securities directly to a transferee designated by the owner of the securities after the death of the
owner, but trust companies that provide securities accounts cannot directly transfer accounts upon the
owner's death.

Senate Bill 373/House Bill 955 (both passed) expand the Maryland Uniform Transfer-on-Death Security
Registration Act to allow securities held by trust companies to be transferred upon the death of the owner
directly to a beneficiary designated by the owner in the same manner as securities held by securities
brokers.



Part G
Transportation and Motor Vehicles

Transportation
Mass Transt Initiative

During the 2001 session, the General Assembly considered the Glendening Administration's proposed
$750 million, six-year mass transit initiative. As initially proposed, the initiative was to be funded by the
following revenue sources:

« $360 million from the corporate income tax resulting from an increase in the amount of the tax
distributed to the Transportation Trust Fund (TTF);

o $132 million in rental car saes taxes; and
« $258 million in toll revenues from the Maryland Transportation Authority (MdTA).

The proposed mass transit initiative included $414 million in additional operating expenditures, $253
million in capital expenditures, and $91 million in fare reductions. The capital budget expenditures, which
are concentrated in the initiative's early years, support operations by expanding the supply and improving
the quality of equipment.

Senate Bill 200/House Bill 309 (both passed) implement the mass transit initiative. However, while
legidlative support for the initiative's goals was widespread, concerns were raised in the General Assembly
about the proposed funding sources, since most of the initiative's support was generated by transferring
genera fundsto the TTF. The General Assembly was especially concerned that the remaining general
funds might be insufficient to support out-year funding commitments,

In passing Senate Bill 200 and House Bill 309, the fiscal concerns raised by the General Assembly were
addressed. Exhibit G.1 shows that the size of the initiative was reduced to approximately $500 million. To
reduce general fund losses, the transfer of additional corporate income taxes to the TTF was not approved.
Instead the legidation allowed the TTF to keep some of the uninsured motorist fees, security interest filing
fees, and special license tag fees that otherwise would have been transferred to the general fund.

The legidation aso changed the distribution of uninsured motorist fees, part of which are used to support
the Maryland Automobile Insurance Fund and Vehicle Theft Prevention Fund, by requiring that these
revenues be credited to the TTF for six years. Sales tax revenue on rental cars also will be directed to the
TTF for the mass transit initiative for a six-year period. The bills dso allow MDOT to exempt new mass
transit service from the 40 percent farebox recovery law for a period of up to 36 months. Over the six-year
transit initiative period, the general fund loss associated with the initiative is estimated to be $237 million,
or $255 million less than what was initially proposed by the Administration.

Exhibit G.1
Funding for the Administration's Transit Initiative
(% in millions)

FYy FY FY FY FY FY

Funding Sour ces 2002 2003 2004 2005 2006 2007 Total
MdTA Transfer 221 430 430 430 430 430 2371

Sales Tax on Rental Cars* 119 241 243 245 248 250 1346



Corporate Income Tax 00 00 00 00 00 00 0.0
Eliminate General Fund

Deductions 6.0 172 194 195 20.2 20.3 102.6
Uninsured Motorist Fees

Distributed to MAIF* 36 37 39 40 41 43 236
Uninsured Motorist Fees

Distributed to VTPF 20 20 00 00 00 00 4.0
Total 456 90.0 90.6 91.0 921 926 501.9

*Transfer terminates in FY 2007
Note: VTPF isthe Vehicle Theft Prevention Fund
Source: Maryland Department of Transportation

The General Assembly's concerns about the use of toll revenues for transit programs also were addressed
in the Fiscal 2002 Budget which precluded the use of toll revenuesto fund any MDOT operating
expenditures, including the transit initiative. The Fiscal 2002 Budget also required that the TTF reimburse
MdTA for any toll revenues used to support transit capital projects.

In addition to the transit initiative, MDOT will continue its pilot program offering free transit for State
employees on Mass Transit Administration buses, light rail, and Baltimore Metro. Weekly and monthly
fares will be reduced approximately 19 percent. Exhibit G.2 shows that, beginning in fiscal 2002, MDOT
will improve maintenance, expand services, and implement new services in the metropolitan areas and
across the State.

Exhibit G.2
Transit Initiative Services

Operating ($18.2 million)*

Type of Service Region Service
Operating Baltimore Improved maintenance
Operating Baltimore New bus lines
Operating Baltimore Sunday Metro service
Operating Baltimore Additional buses on current lines to reduce crowding
Operating Baltimore Additional paratransit services
Operating Washington Expanded local bus service
Operating Washington Expanded Metrobus service
Operating Washington Expanded Commuter bus service
Operating Washington Parking lot shuttle service
Operating Statewide Additional paratransit grants
Operating Statewide Additional accessto jobs grants
Operating Statewide Additional senior services grants
Operating Statewide New marketing initiatives
Capital ($21.4 million)
Capita Baltimore Neighborhood shuttles
Capital Baltimore Paratransit service improvements
Capital Baltimore Busand rail study
Capita Baltimore Talking buses



Capita Washington Buses for Montgomery and Prince George's counties

Capital Washington Metrorail railcars

Capita Washington Repair Metrorail red line tunnel leaks

Capital Washington Largo Garage

Capital Statewide Locally Operated Transit Services (LOTS) bus grants

Fare Reduction ($7 million)

Fare Reduction Baltimore  Free transit services for State employees
Fare Reduction Baltimore Reduction in weekly and monthly passes

*Budget bill language allows $5 million to be added through budget amendment, if MDOT can demonstrate sufficient revenues are
available, and $10 million to be added through budget amendment, if fiscal 2001 revenues exceed projections.

Highways
Highway Dedications

Several bills were introduced to honor Maryland's war veterans, including Senate Bill 19/House Bill 38
(both passed) which designate Maryland Route 43 as the Korean War Veterans Memorial Highway and
House Bill 1345 (passed), which designates a portion of Interstate Highway 83 as the Veterans of Foreign
Wars Memoria Highway.

Senate Bill 20/House Bill 234 (both failed) would have dedicated a portion of Maryland Route 157 as the
Vietnam Veterans Highway.

Highway User Revenues -- Baltimore City

Senate Bill 449/House Bill 332 (both passed) alow Baltimore City to continue using part of its share of
highway user revenues (approximately $3.65 million annually) to provide discounted MTA fares for
eligible public school students through fiscal 2006.

Regional Transportation Authority

Transportation planners have painted an increasingly grim picture of traffic congestion for Maryland and
the Washington Metropolitan region. By 2025, daily trips are projected to increase by almost 40 percent,
while the highway lane miles will increase by 13 percent over the same period. By 2020, traffic volumes
across existing bridges in the Washington region are expected to reach more than 400,000 trips above
design capacity. This led the General Assembly to consider ways to address these matters on a regional
basis and to enhance coordination and cooperation with local governments.

Senate Bill 341/House Bill 10 (both passed) establish the Virginia-Maryland-District of Columbia Joint
Legidative Commission on Interstate Transportation, which will study the creation of a regional
transportation authority. Among the issues that the commission will consider in developing its study are
transportation project funding, projected travel demands, transit alternatives, Potomac River crossings, and
environmental policies. The 26-member commission will also review the organizational structures,

powers, and responsibilities of a regional transportation authority, issues that were raised frequently before

the bills' passage.

The commission must submit an interim report of its findings and recommendations to the legislatures and
governors of Maryland and Virginia and the Mayor and Council of the District of Columbia, as well as the
local government officials of the affected counties and municipal corporations, by December 1, 2001. A
final report is due by December 1, 2002.



Job Access Program

Senate Bill 355 (passed) establishes the Jobs Access and Reverse Commute Program and directs the
Secretary of the Maryland Department of Transportation (MDOT) to identify funds in the annual budget to
ensure that low-income persons can travel to employment or job-related activities. The program is part of
the Mass Transit Administration's goal to double transit ridership by 2020. MDOT started the job access
program in fiscal 2000 with a $4.2 million budget funded with federal, State, and local funds, and
contributions from nonprofit organizations.

MDOT will receive $3 million in federal funds for the Jobs Access and Reverse Commute Program in
fiscal 2002 and 2003. The Fiscal 2002 Budget includes $4.7 million from the Transportation Trust Fund
(including approximately $3.7 million as part of the six-year mass transit initiative) to partially meet the
federal matching fund requirement.

Port of Cambridge

Senate Bill 556/House Bill 572 (both passed) repeal the requirement that the Maryland Port
Administration (MPA) must operate and maintain the Port of Cambridge and authorizes the MPA to sell,
transfer, or otherwise dispose of port property. The port is assessed at approximately $2 million. If the port
is sold, Transportation Trust Fund revenues would increase by the amount of the sale.

Bicycle and Pedestrian Safety

In 1995, the General Assembly established the Bicycle and Pedestrian Access 2000 Program in the State
Highway Administration (SHA) to incorporate bicycle and pedestrian access in State planning and
construction. Five years later, as part of Access 2001, a Director of Bicycle and Pedestrian Access was
appointed in the Maryland Department of Environment.

House Bill 717 (passed) creates the Maryland Pedestrian Safety Program, funded by SHA's Highway
Safety Operating Program and any other monies accepted for the benefit of the fund. Highway safety is
funded by special and federal funds credited to the Transportation Trust Fund. The Secretary of the
Maryland Department of Transportation must award grants from the program to counties, municipalities,
and nonprofit organizations to:

« educate drivers and pedestrians about ways to increase pedestrian safety;

« enhance efforts to enforce State and local motor vehicle laws that protect pedestrians;
« design or redesign intersections to increase pedestrian safety and access; and

« enhance safe pedestrian access to transit facilities.

The bill also requires the Bicycle and Pedestrian Advisory Committee to designate two counties, or
Baltimore City and a county, as target areas for a pilot project that focuses on child pedestrian safety,
particularly on school routes. The committee must develop an action plan that includes suggestions for
improving the safety and encouraging the use of child pedestrian routes to schools and submit the action
plan to MDOT by November 1, 2001. The bill directs MDOT to implement the plan by September 1,
2002.

The committee must evaluate what benefits were achieved by the plan over a 12-month period and submit
afinal report of its findings and recommendations to the Governor and the General Assembly by July 1,
2003.

Maryland Transportation Authority Parking Facilities



Senate Bill 201/House Bill 334 (both passed) authorize the Maryland Transportation Authority (MdTA)
to finance, construct, and operate parking garages and lots if they are located in priority funding areas.
MdTA is expected to use its new authority to assist local governments pay for transit-related parking
facilities. Revenues from such a facility must be used to pay all operating and maintenance costs and debt
service for each year that the debt is unpaid and Transportation Authority Fund monies cannot be used as
a cash investment for any facility.

The bills require MdTA to give priority to projects located within a transit-oriented development area and
to inform the Senate Budget and Taxation and House A ppropriations Committees of any proposed contract
within 30 days before entering into any contract to finance a vehicle parking facility.

Aviation

Senate Bill 276 (passed) creates an 11-member Citizens Committee for the Enhancement of Communities
Surrounding Baltimore-Washington International Airport to evaluate livability issues that affect
communities in the most recent certified noise zone or within two miles of the noise zone surrounding the
airport. The committee will develop projects to address transportation issues that affect livability and make
recommendations to the Secretary of Transportation for project funding.

The bill requires the Secretary to consider the committee's recommendations and authorizes the Secretary
to make grants-in-aid to fund recommended projects. To provide the grants, the Secretary must set aside
money in MDOT's budget that equals at |east one dollar for every takeoff and landing of an aircraft at the
airport. Based on current projections of flight activity, the bill would cost approximately $316,700 in fiscal
2002, eventually rising to $370,700 in fiscal 2006.

Issues relating to the livability of communities surrounding BWI Airport will continue to be of concernin
light of MDOT's $1.3 billion capital expansion program at the airport. For a more detailed discussion of
the expansion plans, see Part A - Budget and State Aid of this 90 Day Report.

Motor Vehicles
Vehicle Registration

Surcharge on Vehicle Registration to Fund the Emergency Medical Systems Operations Fund

Senate Bill 292 (Ch. 33)/House Bill 1148 (both passed) raise the annual motor vehicle registration
surcharge from $8 to $11. The motor vehicle registration surcharge is dedicated to the Emergency Medical
System Operations Fund, which among other uses, provides funding for the following agencies and
programs:

the Aviation Division of the Department of State Police (operates the Med-Evac program);
the Emergency Medical Services System;

the R Adams Cowley Shock Trauma Center at the University of Maryland,;

the Maryland Fire and Rescue Institute (MFRI);

the State Fire, Rescue, and Ambulance Fund; and

the Low Interest Revolving Loan Account under the Volunteer Company Assistance Fund.

As a result of these bills, fund revenues could increase by an estimated $13.1 million in fiscal 2002.
Without the surcharge, the fund was projected to have a $7.2 million deficit by the end of fiscal 2002. The
increase in the surcharge is expected to sustain the fund through fiscal 2008.

The bills also establish a 15-member panel to study the potential funding needs of the network of trauma
centers that participate in the State's Emergency Medical Services System and that do not receive funding
from the Emergency Medical System Operations Fund. The network of trauma centers includes the adult



and pediatric trauma centers and each of the level | through level 111 trauma centers. The panel is required
to submit two reports of its findings and recommendations. The first report is due January 1, 2002, and the
second report is due on or before December 1, 2002.

Drivers Licenses
Driving on a Revoked License

Driverswho have their licenses revoked do not always stop driving. If a motorist with a revoked license is
subsequently found to be driving, administrative penalties are limited because a revoked license cannot be
revoked again for the additional violation. House Bill 874 (passed) gives the Motor Vehicle
Administration (MVA) an additional enforcement tool by allowing the MV A to extend a revocation period
if a person is convicted of a moving violation during the driver's license revocation period.

Passenger Restrictionson Teenage Drivers

In recent years, greater attention has been given to severa tragic vehicle accidents involving young
drivers. In many of these unfortunate accidents, inexperienced teenage drivers are killed or injured along
with several young passengers who may have, in some cases, contributed to increased driver distraction or
poor judgment.

In an attempt to limit the potential for accidents involving minor drivers and their passengers, House Bill
232 (passed) requires that all passengersin a car being driven by a provisional license holder under the age
of 18 must wear a seatbelt. This requirement is based, in part, on recent research by the Insurance Institute
for Highway Safety that shows that minors are much more likely to be in an accident when other minors
arein the car.

Drunk and Drugged Driving

Federal Funding Mandates on State L aw

For a number of years, the General Assembly has considered legislation providing additional restrictions
and penalties for drunk and drugged driving. Several of the bills included measures adopted by the federal
government under the Transportation Equity Act for the 21st Century (TEA-21), which established federal
transportation funding incentives, transfers, and withholdings for each state based on the state's enactment
of certain laws regarding alcohol and drug related offenses.

Under TEA-21, the federal government requires states to adopt increased penalties for repeat drunk and
drugged driving offenders, including specific terms for license suspension, vehicle immobilization, alcohol
assessment and treatment, and mandatory sentences for subsequent violations. Additionally, TEA-21
requires states to prohibit the consumption of an alcoholic beverage and the possession of an open
alcoholic beverage container by a driver or passenger in a motor vehicle. Any state that did not comply
with the federal mandates as of October 1, 2000, had 1.5 percent of the state's share of federal highway
construction funds transferred to the state's highway safety program. The transfer percentage increasesto 3
percent by federal fiscal 2003.

By failing to comply with the federal mandates for repeat offender and open container laws, Maryland had
a combined total of $7.7 million in federal highway construction funds transferred to State highway safety
programs for federal fiscal 2001.

In addition to the repeat offender and open container mandates, TEA-21 also provides incentive grants to
states that enact drunk driving laws establishing a blood alcohol content (BAC) level of 0.08 grams per
specific unit of blood or breath as the standard for driving while intoxicated or under the influence and for
the administrative per se offense. According to the State Highway Administration, because Maryland had
a0.10 BAC standard at the start of federal fiscal 2001, instead of the federal standard of 0.08 BAC, the



State did not receive approximately $2 million in annual federal incentive grants.

However, in the fall of 2000, the federal government enacted legislation that withholds 2 percent of a
state's share of federal highway funding if the state does not enact the 0.08 BAC standard by October 1,
2003. The withholding also increases 2 percent per year of non-compliance through federal fiscal 2007.

.08 Blood Alcohol Content

Maryland has a two-tiered law for drunk-driving penalties. A person is guilty of "driving while
intoxicated" or "intoxicated per se" if the person's BAC is 0.10 or greater, and a person is considered
"driving under the influence" (DUI) if the person's BAC is between 0.07 and 0.10. Based on the results of
blood or breath testing for BAC levels, various criminal and administrative licensing sanctions may be
imposed.

Senate Bill 108 (Ch. 4)/House Bill 3 (Ch. 5) reduce the alcohol concentration for a violation of driving
under the influence of alcohol or under the influence of acohol per se from a BAC level of 0.10 to 0.08 at
the time of testing. The Acts also reduce to 0.08 the BAC that creates a presumption of a violation of
drunk and drugged boating.

The Acts also ater the terms used for alcohol related offenses, adopting the new term "driving under the
influence of alcohol or under the influence of alcohol per se" in place of "driving while intoxicated or
intoxicated per se." Similarly, the term "driving while impaired” is substituted for the term "driving under
the influence.”

Repeat Offenders

Senate Bill 525/House Bill 1048 (both failed) would have required the Motor Vehicle Administration
(MVA) to place a one year suspension on the driver's license of any person who is convicted of a drunk or
drugged driving offense more than once within a five-year period. Restoration of a revoked or suspended
license under the bills would have been conditioned on the maintenance of an ignition interlock system on
the offender's vehicle. Additionally, the bills would have required mandatory minimum imprisonment or
community service for repeat offenses and would have required the offender to undergo an alcohol and
drug abuse assessment and receive any treatment recommended.

Open Containers

Senate Bill 30 (failed), Senate Bill 179 (failed), and House Bill 777 (failed) would have prohibited, with
certain exceptions, the consumption of an alcoholic beverage and the possession of an open acoholic
beverage container by a driver or passenger in the passenger compartment of a motor vehicle.

Admissibility of Evidence of Refusal to Take a Blood or Breath Test

Without a BAC test result in a drunk or drugged driving case, it is more difficult to obtain a guilty plea or
verdict for the more serious drunk and drugged driving offenses that impose penalties based on a specific
BAC level. Senate Bill 4 (Ch. 1)/House Bill 338 (Ch. 2) repeal the law that no inference or presumption
concerning the guilt or innocence of a defendant arises because of the defendant's refusal to submit to a
blood or breath test in the prosecution of certain drug-related or alcohol -related driving offenses. The Acts
allow evidence of refusal to submit to a BAC test to be admissible as relevant to the guilt or innocence of
the defendant in drunk or drugged driving cases.

Young Driver Alcohol Restrictions

The circuit courts have been inconsistent in interpreting when circumstantial evidence may be used to
prove that a minor was driving while intoxicated or under the influence of alcohol. Some circuit courts
will only allow a BAC test result to be admitted as evidence in such cases. This creates an incentive for



younger drivers to refuse to submit to a BAC test. Senate Bill 55 (Ch. 6) reduces the importance of a
BAC test result in young driver cases by requiring the MV A to impose an alcohol restriction on the license
of every driver under the age of 21. An acohol restriction prohibits the licensee from driving or
attempting to drive while having any acohol in his or her blood.

Ignition Interlock System Program

There were several bills introduced that would have affected the way the Ignition Interlock System
Program operates. Most were designed to encourage drunk and drugged driving offenders to use the
program either by rewarding those who voluntarily participate or requiring offenders to participate as a
condition of license reinstatement.

House Bill 337 (Ch. 3) authorizesthe MV A to modify a driver's license suspension for driving offenses
involving alcohol, drugs, or controlled dangerous substances or issue a restrictive license to a licensee if
the licensee participates in the Ignition Interlock System Program.

House Bill 669 (passed) repeals the MV A's authority to reduce the period of suspension of an individual's
driver's license for drunk or drugged driving offenses when an individual participatesin the Ignition
Interlock System Program, and instead authorizes the MV A to issue a restrictive license to an individual
participating in the Program during the entire period of license suspension.

Rules of the Road
Aggressive Driving

Asin prior sessions, the issue of aggressive driving received considerable attention during the 2001
session. Also, interest was again shown in the use of technology to combat some of the threats to safety
posed by aggressive driving.

Offense of Aggressive Driving: House Bill 1074 (passed) establishes the offense of aggressive driving.
Under the hill, a person is guilty of aggressive driving if the person commits three or more of the
following offenses at the same time or during a single and continuous period of driving:

failure to stop at a traffic light with a steady indication;
« improper overtaking and passing of a vehicle;

 unsafe passing on right;

« driving outside of lane;

« following another vehicle too closely;

. failureto yield right-of-way; or

« exceeding a maximum speed limit or posted speed limit.

For a violation of aggressive driving, a person is subject to a fine not exceeding $500 and the assessment
of five points against the person's license.

Senate Bill 113/House Bill 485 (both failed) would have established the offense of aggressive driving
based on the combination of exceeding the speed limit and violating two or more other specified moving
violations at the same time or during a single and continuous period of driving.

Aggressive driving is similar but not identical to reckless driving. A person is guilty of reckless driving if



the person drives a motor vehicle in wanton or willful disregard for the safety of persons or property or in
a manner that indicates such wanton or willful disregard. Chapter 315 of 2000 increased the maximum fine
for reckless driving from $500 to $1,000, and the number of points that a driver is assessed following a
reckless driving conviction from four to six.

Homicide by Aggressive Driving: Related aggressive driving measures, Senate Bill 648 (failed) and
House Bill 751 (failed) would have established the offense of homicide by aggressive driving. The bills
would have provided a separate penalty for violating specific existing vehicle law offenses and causing the
death of another individual as a result of the negligent driving of the motor vehicle. For a further
discussion of homicide by aggressive driving, see the Criminal Law subpart of Part E - Crimes,
Corrections, and Public Safety of this 90 Day Report.

Speed Monitoring Systems: In 1997 the General Assembly passed legislation authorizing law enforcement
agencies to mail a citation to the owner of a motor vehicle that is recorded running a solid red light by a
traffic control signal monitoring system installed at an intersection (see Chapter 315, Acts of 1997). In
subsequent sessions, including the 2001 session, legislation was introduced that would allow the use of
similar technology to identify speeding drivers. Senate Bill 510 (failed) would have authorized a law
enforcement agency of the State or a political subdivision of the State that is authorized to issue vehicle
citations to mail a citation to the registered owner of a motor vehicle that is recorded by a speed
monitoring system that produces recorded images of motor vehicles traveling at speeds in excess of posted
speed limits on highways.

Race-Based Traffic Stops

Senate Bill 208/House Bill 303 (both passed) address concerns about law enforcement officers using race
or ethnicity as the sole basis for conducting traffic stops to investigate criminal activity. The bills require a
law enforcement officer to report various factual information to the officer's law enforcement agency for
each traffic stop made by the officer. That information includes the time, place, and reasons for the traffic
stop, whether a search was conducted, the disposition of the stop, and factual information about the driver,
such as gender, age, address, and race or ethnicity. For a more detailed discussion of these bills, see the
Public Safety subpart of Part E - Crimes, Corrections and Public Safety of this 90 Day Report.

School Buses - Speed Limit

House Bill 976 (passed) repeals the prohibition against a person driving a school bus at a speed of more
than 50 miles an hour. As posted speed limits have increased in certain areas of the State, concerns have
arisen that the 50 mph speed restriction may contribute to an increased risk of accidents involving school
buses that are prohibited from maintaining the same lawful speed as the flow of other traffic.

L eaving the Scene of an Accident

Under current law, a driver of a vehicle involved in atraffic accident that resultsin bodily injury or death
must immediately stop at the scene of the accident or immediately return to and remain at the scene of the
accident until a police report isfiled. A driver who violates the hit and run statute is guilty of a
misdemeanor. Senate Bill 612/House Bill 749 (both failed) would have made it a felony for a driver
involved in a vehicular accident resulting in bodily injury to or death of another to Ieave the scene of the
accident. The bills would have doubled the existing criminal penalties for fleeing an accident resulting in
death or bodily injury.

Wireless Phones

Again during the 2001 session, the use of wireless phones by individuals while driving continued to
generate discussion and significant public interest. After a tragic accident on the Washington beltway
involving fatalities allegedly caused in part by a driver distracted by using a cellular phone, greater
attention was paid to the issue of driver inattentiveness. Senate Bill 23 (failed) and House Bill 89 (failed)



would have prohibited a driver of a motor vehicle in motion from using a telephone held by the driver. A
violation would have been a misdemeanor, subject to a fine not exceeding $500.

Child Safety

Scootersand In-Line Roller Skates - Protective Helmets

An individual under the age of 16 isrequired to wear a helmet while operating or riding a bicycle on any
highway, bicycle way, or other property open to the public or used by the public for pedestrian or
vehicular traffic. Senate Bill 17/House Bill 1407(both passed) extend the provisions of the existing
bicycle helmet law to apply to children using scooters or in-line skates. Specificaly, the bills prohibit a
person under the age of 16 from riding on a scooter or in-line skates on a highway, bicycle way, sidewalk,
or other property open to the public or used by the public for pedestrian or vehicular traffic, unless the
person is wearing a helmet that meets or exceeds specific national standards for protective headgear for
use in bicycling or in-line skating. Under the bills, the helmet requirement is enforced by the issuance of a
warning that informs the offender of the requirements of the helmet law and provides educational
materials about helmet use.

Booster Seats

Senate Bill 359/House Bill 700 (both failed) would have required a person transporting a child in a
passenger vehicle, truck, or multipurpose vehicle to secure the child in a child safety seat if the child is
eight years old or younger and weighs 80 pounds or less.

Vehicle Dealers and M anufacturers
Vehicle Dealer Regulation

Based on industry changes in the marketing and retail sales of motor vehicles, vehicle dealers desire
greater flexibility in their retail practices, while at the same time, the Motor Vehicle Administration
(MVA) requires adequate consumer safeguards in vehicle sales transactions. In response to these concerns,
Senate Bill 58 (passed) expands the authority of vehicle dealers to sell cars at other dealership locations
and auctions, and increases the number and type of annual vehicle shows in which dealers can participate.
With the rise of large, high-volume dealershipsin the State, the MV A has been concerned that the $75,000
bonding requirement is inadequate consumer protection for customers of larger dealers. Senate Bill 58
increases the surety bond requirements to $100,000 for new and used vehicle dealers whose annual sales
exceed 1,000 vehicles, and $300,000 for sales in excess of 2,500 vehicles.

" Good Faith" Dealings

Vehicle dealers and manufacturers operate within the bounds of contractual franchise agreements. When
disputes arise concerning dealer and manufacturer transactions, franchise agreements may not fully
address the equitable issues involved in the dispute. Senate Bill 485/House Bill 571 (both passed) prohibit
a manufacturer, distributor, or factory branch from failing to act in "good faith" in transactions related to
franchise agreements or any other transaction governed by the relevant sections of the Transportation
Article of the Annotated Code of Maryland. The bill defines "good faith" as honesty and the observance of
reasonable commercial standards of fair dealings, and provides a dealer an additional cause of action and
administrative remedies against a manufacturer outside of the terms of the franchise agreement.

Titling Documents upon Transfer

Senate Bill 352/House Bill 377 (both passed) alter the time frame, from 20 to 30 days, in which a
licensed dealer, upon the transfer of a vehicle to someone other than another licensed dealer who holds the
vehicle for sale, must send to the MVA material obtained from the transferee, including a completed
application and all taxes and fees required for titling the vehicle. This provision of the bills applies to the



transfer of a passenger vehicle, motorcycle, travel trailer or camping trailer, or multipurpose vehicle.

For other classes of vehicles, the bills also increase, from 20 to 30 days, the time within which the
transferring dealer must either: (1) deliver the certificate of title to the transferee; or (2) send to the MVA
the transferee’'s completed application, all taxes and fees required for titling the vehicle, and any previous
certificate of title that has been issued for the vehicle.

If the vehicle is not to be registered in this State, the bills increase, from 20 to 30 days, the time within
which atransferring dealer must deliver the certificate of title to the transferee. Also, the bills increase,
from 45 days to 60 days, the period during which a temporary vehicle registration remains valid.



Part H
Business and Economic | ssues

Business Occupations
Real Estate Appraisers

In 2000 the General Assembly established a real estate appraiser trainee license. However, the law did not
establish a license progression from trainee to full appraiser. House Bill 911 (passed) addresses this
omission by requiring a person to have at least 2,000 hours of work as an appraiser trainee before being
allowed to apply for a real estate appraiser's license.

Journeyman Natural Gas Fitters

In 2000 the General Assembly established three new professional designations under the State Board of
Plumbing: master natural gas fitter, journeyman natural gas fitter, and apprentice natural gas fitter.
However, there is no examination requirement for an apprentice to move to a journeyman gas fitter. Most
other occupational boards have examination requirements for a professional to change licensing
designations. House Bill 1365 (passed) establishes a training course and an examination requirement
which an applicant for a journeyman must complete before being licensed.

Private Detectives, Security Guards, and Security System Technicians

House Bill 224 (passed) makes changes to the Maryland Private Detectives Act, the Maryland Security
Systems Technicians Act, and the Maryland Security Guards Act for fines related to licensing.
Specifically, the bill allows the Secretary of the State Police to: (1) fine a private detective licensee or
certified private detective and adopt a schedule of fines for violations of the Maryland Private Detectives
Act; (2) charge late fees for nonrenewal of licenses and fine a security system technician or registrant for
violations of the Maryland Security Systems Technicians Act; and (3) fine a security guard licensee or
holder of a security guard certification and adopt a schedule of fines for violations of the Maryland
Security Guards Act.

Senate Bill 163 (Ch. 27) allows five years of experience as a full-time correctional supervisor in a
correctional facility to satisfy the training and experience requirements a person needs to become a
licensed security guard. The person must aso successfully complete the training required by the
Correctiona Training Commission.

Land Surveyors

There are no continuing professional competency requirements for professional land surveyors which
include land surveyors and property line surveyors. Senate Bill 416 (passed) establishes that a land
surveyor or property line surveyor whose license expires after October 1, 2003, must meet the continuing
professional competency requirements that will be detailed through regulation. If a surveyor's license
expires on or before September 30, 2002, the licensee is not required to fulfill the continuing professional
competency requirement. Any licensee whose license expires during the 12 months between these two
dates must meet one-half of the continuing professional competency requirements.

Occupational and Professional Licensing Boards

Sunset Evaluation

The Maryland Program Evaluation Act provides for a system of periodic legisative review of the



regulatory, licensing, and other governmental activities of various units of State government. The Act is
informally referred to as the "sunset law" and the associated review process as "sunset review" or "sunset
evaluation” because governmental units subject to the Act are scheduled to terminate unless affirmatively
reestablished by the General Assembly. The goal of the sunset review processis to promote accountability
in government operations.

Prior to the legidlative session several occupational and professional licensing boards underwent sunset
evaluation. Senate Bill 115 (passed)/House Bill 384 (Ch. 73) reestablish six boards with the requirement
that the boards undergo a sunset evaluation before July 1, 2012. The six boards affected are the State
Board of Architects; State Board of Examiners of Landscape Architects; State Board of Plumbing; State
Board for Professional Engineers; State Board for Professional Land Surveyors; and State Board of
Heating, Ventilation, Air-Conditioning, and Refrigeration Contractors.

The Maryland Real Estate Commission also underwent sunset evaluation; Senate Bill 324/House Bill 497
(both passed) reestablish the commission with the requirement that the commission undergo another sunset
evaluation on or before July 1, 2011. The commission must also have in place, before January 1, 2003,
regulations for accepting continuing education credit through alternative instructional media. The sunset
review made severa other nonstatutory recommendations related to the guaranty fund, the fee structure for
the commission, and complaint resolution. The commission must submit a report on implementation of
these recommendations to the Senate Economic and Environmental Affairs Committee and the House
Economic Matters Committee by December 1, 2001.

Scope of Practice

There has been a long-standing disagreement among the five design boards (State Board for Professional
Engineers, State Board of Architects, State Board of Certified Interior Designers, State Board of
Examiners of Landscape Architects, and State Board for Professional Land Surveyors) on the nature of
their respective "scopes of practice," resulting in some incidental activities being unregulated or doubly
regulated. The design boards cooperated in a two-year effort to carefully define the respective scopes of
practice, including the use of commonly defined terms such as "public use" and "residential use." House
Bill 147 (passed) incorporates the definitions and terms related to the scopes of practice for the five design
boards, in particular "design coordination."

Penalties

A workgroup of the House Economic Matters Committee began meeting in November 1999 to study the
feasibility of increasing the uniformity and consistency among the State's occupational and professional
boards with respect to penalties. At that time, 12 boards had the authority to impose civil penalties on
licensees who violate any licensing provision. Six of these boards were aso authorized to impose civil
penalties on individuals practicing a regulated occupation or profession without a license. In addition, the
maximum civil penalties varied among the boards with the authority to impose civil penalties. House Bill
88 (passed) increases the uniformity for penalty provisions among the boards by extending the authority to
impose civil penalties for licensee violations to five boards and the authority to impose civil penaltieson
unlicensed practitionersto ten boards. The bill also increases the maximum civil penalty for seven boards
and expands the grounds for disciplinary action by the State Board of Plumbing and the State Board of
Heating, Ventilation, Air-Conditioning, and Refrigeration Contractors to include activities performed
beyond the scope of each licensee.

The bill does not change the penalty provisions for individuals regulated by the Home Improvement
Commission, the State Board of Master Electricians, the State Board of Pilots, the State Board of Docking
Masters, or the Office of Cemetery Oversight.

The Occupational and Professional Licensing Fund



Collectively, the revenues of occupational and professional licensing boards of the Department of Labor,
Licensing, and Regulation do not cover the direct and indirect costs of the boards. Senate Bill 681 (failed)
would have created a specia fund for 18 of the occupational and professional boards and granted the
Commissioner of Labor and Industry authority to set licensing and application fees to ensure that
operating expenses did not exceed revenues. This bill was designed to eventually eliminate these boards
need for general funds.

Real Estate

Appraisers and Home I nspectors

House Bill 379 (passed) changes the name of the State Commission of Real Estate Appraisers and
expands the membership and regulatory authority of the commission. The new State Commission of Real
Estate Appraisers and Home Inspectors will be responsible for the licensing and regulation of home
inspectors. The Department of Labor, Licensing, and Regulation (DLLR) must report to the Senate
Finance Committee and the House Economic Matters Committee on the appropriateness of the licensing
qualifications for home inspectors, including findings and recommendations by December 31, 2001. DLLR
must also study the impact of the expansion of the commission's authority and report its findings by
December 31, 2002, to the committees.

Distribution of Trust Money

In real estate transactions, a prospective real estate buyer will put a certain amount of money, usually a
small percentage of the total transaction price, into a trust account, held by a broker, that includes the
buyer as a co-owner. This money is to be applied to the sales price when the transaction is compl eted.
Under current law, areal estate broker must promptly deposit the trust money into a trust account and may
distribute trust money upon satisfaction of one of three conditions: (1) the real estate transaction is
consummated or terminated; (2) the broker receives written instructions from the owner or beneficial
owner; or (3) a court order directing the distribution isissued. House Bill 460 (passed) requires a red
estate broker to deposit the trust money into an account within seven business days after the acceptance of
a contract of sale by both parties. House Bill 83 (Ch. 42) adds a fourth condition for distribution of trust
money to include those cases where the owner or beneficial owner fails to complete the real estate
transaction.

Accountants

House Bill 86 (Ch. 44) allows an individual who is not a certified public accountant to have an ownership
interest in an accountancy firm if: (1) a simple majority of the ownership, in terms of financial interests
and voting rights, is held by individuals licensed to practice certified public accountancy in Maryland or
another state; and (2) the individual is an active participant in the partnership, limited liability company, or
corporation.

Boiler and Pressure Vessel Safety

Boilers and pressure vessels located in commercial establishments, office buildings, and apartments with
more than six units are subject to regular inspections either by inspectors employed by the State Inspection
Unit (SIU) or insurance inspectors. Although most insurance firms have some kind of inspection program,
there is no statutory requirement that an insurance firm inspect the boilers it insures. The SIU can only
decommission a boiler if: (1) the unit cannot be operated without menace to the public safety; or (2) the
unitisin violation of the Maryland Boiler and Pressure Vessel Safety Act. Senate Bill 61/House Bill 148
(both passed) alter the responsibilities of the insurers, owners, and SIU related to boiler and special
pressure vessels. Insurers must inspect each boiler they insure and maintain a database of specified
information of their insured portfolio. The SIU may prohibit the use of a boiler or pressure vessel if the
inspector determines that: (1) the unit violates any standards, safety codes, or regulations; and (2)



continued operation of the unit poses a substantial probability of death, injury, or property damage. The
owners of a unit no longer have a 60-day grace period after installation for inspection. The owner must
notify the chief boiler inspector 30 days before installation and maintain certain records related to
inspections, maintenance, and repairs. The bills also increase the fees charged for special inspections.

Business Regulation
Cemetery Oversight

In response to technical and regulatory problems that have been discovered since the Maryland Cemetery
Act was enacted in 1997, House Bill 85 (passed) corrects, amends, and updates the Maryland Cemetery
Act. Specifically, House Bill 85:

« exempts from the registration and permitting provisions of the Maryland Cemetery Act: (1) a
cemetery that is owned and operated by a county, city, or municipal corporation; and (2) a veteran's
cemetery that is operated by the State;

« requires each applicant who is designated as the responsible party to demonstrate the financial
stability of the business and authorizes the Director of the Office of Cemetery Oversight to make a
determination of financial stability for each applicant;

« provides that if a cemetery imposes interest or a finance charge as part of a preneed burial contract,
the interest or finance charge is subject to Title 12 (Credit Regulations) of the Commercial Law
Article

- alows a person who provides a fidelity bond from a recognized bonding institution to be a trustee
for a preneed buria contract trust, just as such a person is authorized to be a trustee for a perpetual
care trust;

 addsto thelist of disclosures required for an at-need contract for the sale of burial goods or services
to mirror the required disclosures for preneed burial contracts;

« authorizes the Director of the Office of Cemetery Oversight to report violations to either the
Attorney General for civil enforcement or the appropriate State's Attorney for criminal prosecution
and authorizes the Attorney General to sue for injunctive or other equitable relief, or imposition of a
civil penalty not exceeding $5,000, or both;

« requires all regulated cemeteries created after October 1, 2001, to establish a perpetua care fund;
and

« makes other technical and clarifying changes to the Maryland Cemetery Act.
Home Builders

The Maryland Home Builders Registration Act enacted in 2000 requires home builders to register with the
Division of Consumer Protection of the Office of the Attorney General. A home builder is required either
to obtain a surety bond or a letter of credit when the builder accepts a deposit before completion of a new
home or to maintain that deposit in an escrow account. Further, before entering into a contract for sale or
construction, a builder is required to disclose to a new home owner whether that builder participatesin a
new home warranty security plan. Under House Bill 82 (passed), the responsibility for holding surety
bonds and letters of credit and for the approval and monitoring of third party warranty plans relating to
home builders is transferred from the Department of Labor, Licensing, and Regulation to the Consumer
Protection Division. The result of this bill isto centralize all regulatory functions involving home builders
within the Consumer Protection Division.



Under the Maryland Home Builders Registration Act, a new home builder is required to disclose to the
owner any actual knowledge that the builder has of any hazardous or regulated materials, including
asbestos, lead-based paint, radon, methane, underground storage tanks, landfills, rubble fills, or other
environmental hazards, present on the site of the new home. House Bill 82 exempts custom home builders
from this requirement.

House Bill 1431 (passed) provides that the disclosure requirements for new homes applicable to all
jurisdictions except Montgomery County also apply to new mobile homes. The performance standards
referenced in the disclosure may be performance standards or guidelines adopted at the time of the
contract under the federal National Manufactured Housing and Safety Standards Act. The bill also makes
corrective and clarifying changes to the Maryland Home Builders Registration Act.

Heating, Ventilation, Air-Conditioning, and Refrigeration Contractors

House Bill 84 (Ch. 43) defines the term "self-contained appliance” and clarifies that individuals who
install, maintain, alter, repair, or replace "self-contained appliances” that require not more than 225 volts
or 25 amperes of electrical current are not subject to the licensing requirements for heating, ventilation,
air-conditioning, and refrigeration contractors. The bill's definition of "self-contained appliance" ensures
that individuals who install and service furnaces fall under the requirements of the law regulating heating,
ventilation, air-conditioning, and refrigeration contractors and that individuals who install and service
devices such as window air-conditioning units would continue to be exempt from the licensing provisions.

House Bill 84 also increases the criminal penalty for those convicted of providing heating, ventilation, air-
conditioning, or refrigeration services without a license to a maximum fine of $1,000 or six months
imprisonment or both for a first offense and to a maximum fine of $5,000 or two years imprisonment or
both for second or subsequent offenses. The increased penalties match those imposed on home
improvement contractors regulated by the Home Improvement Commission.

Elevator Safety

Registration and I nspection of Elevators

Senate Bill 238/House Bill 181 (both passed) require the owner or lessee of a new elevator, dumbwaiter,
escalator, or moving walk to register with the Commissioner of Labor and Industry in the Department of
Labor, Licensing, and Regulation at least 60 days before its planned completion and beforeit is placed in
service, except under emergency circumstances. The bills detail the process for conducting a "final
acceptance inspection,” which is the inspection of a new unit before it is placed in service, as well as the
process for an annual inspection of a unit aready in service. The bills authorize charging an owner, lessee,
or contractor a fee if the unit is not ready for a final acceptance inspection because it does not meet
specified criteria or if a follow-up inspection is required after an annual inspection. The maximum fee for
afollow-up inspection is set at $250 for a half day and $500 for a full day; any fees collected are to be
paid into the general fund. If an owner, lessee, or contractor notifies the commissioner at least 24 hoursin
advance of a scheduled inspection that the unit will not be ready for inspection, a fee may not be assessed.

There are currently 16,000 elevators, dumbwaiters, escalators, and moving walks operating in the State
that must be inspected annually by 28 State inspectors. Each year, approximately 80 percent, or 12,800
devices, require at least one subsequent inspection following safety violation citations issued by an
inspector. According to the Department of Labor, Licensing, and Regulation, the frequency of subsequent
inspections has led to a backlog of approximately 5,000 inspections. The purpose of these billsisto
encourage owners, lessees, and contractors to be prepared for inspections, in turn decreasing the number of
follow-up inspections.

Licensing of Elevator Contractors and M echanics



Senate Bill 798/House Bill 1094 (both passed) establish a nine-member Elevator Safety Review Board
within the Department of Labor, Licensing, and Regulation to license and regulate elevator contractors
and mechanics. The bills establish new regulations for the field of elevator maintenance. According to the
Department of Labor, Licensing, and Regulation, there are approximately 1,250 elevator mechanics and
150 elevator contractors in Maryland.

Under the hills, an "elevator contractor” or an "elevator mechanic" must be licensed by the board before
conducting business in Maryland. An "elevator contractor” is a person who is engaged in the business of
erecting, constructing, wiring, altering, replacing, maintaining, dismantling, or servicing elevators,
dumbwaiters, escalators, and moving walks. An "elevator mechanic" is a person who is engaged in
erecting, constructing, wiring, altering, replacing, maintaining, dismantling, or servicing elevators,
dumbwaiters, escalators, and moving walks. The bills provide application and renewal procedures for
licenses, examination requirements, insurance requirements, and grounds for disciplinary actions against
licensees.

Senate Bill 798/House Bill 1094 also repeal the authority of the Commissioner of Labor and Industry to
designate specia elevator inspectors within the insurance industry. The bills require that all elevator
inspectionsin the State be performed by a State inspector.

Motor Fud
Below Cost Sales

Senate Bill 687/House Bill 736 (both passed) establish a floor for motor fuel prices in Maryland. The
bills prohibit retail service stations from selling motor fuel below a specified cost subject to certain
exceptions. Under the bills motor fuel is sold below cost if the priceis less than the price for the
appropriate grade and quality as published by the Qil Price Information Service or the actual invoice cost
from the supplier of the product whichever islower, plus applicable freight charges and taxes. The
exceptions to selling below cost include the following:

« the priceis made in good faith to meet competition;

« thepriceis part of aliquidation or closing of the business;

« the priceis part of a bona fide charitable promotion lasting no longer than two days; or
« the priceis made under the direction or order of a court or government entity.

The bills authorize the State Comptroller to issue a stop sale notice and to suspend or revoke the offending
station's certificate of registration if the retail service station dealer sells motor fuel below cost in violation
of these provisions. In addition, the bills exempt the sale of motor fuel sold by a retail service station
dealer from the provisions of the Sales Below Cost Act in the Commercial Law Article.

Advertising Grades of Motor Fuel

House Bill 1186 (passed) requires that, if the retail price of motor fuel is advertised on a sign or by other
means on the premises of and approaches to a retail outlet, the grade designation displayed for any motor
fuel in the advertisement must be the same as the grade designation that is required to be displayed for that
motor fuel on the retail dispensing pump as specified by the Comptroller.

The Comptroller's Motor Fuel Tax Division tests motor fuel in the State to ensure that it complies with its
specified octane level and other quality requirements. Regulations by the Comptroller's Office require that
"regular" gasoline (as defined at the pump) must have an octane rating of 87 or 88; "mid-grade” gasoline
must have octane of 89 or 90; and "premium™ gasoline must have octane of 91 or above. This bill requires
that the grade level of motor fuel advertised on a sign meet these octane specifications set by the



Comptroller.
Collection Agencies

Exemptions from the scope of the Maryland Collection Agency Licensing Act exist for banks, credit
unions, mortgage lenders, and title companies. Senate Bill 873/House Bill 1403 (both passed) expand the
list of exemptions to include a person who is collecting a debt for another person if: (1) both persons are
related by "common ownership"; (2) the person collecting the debt does so only for those persons to whom
the person is related by common ownership or affiliated corporate control; and (3) the principal business of
the person acting as a debt collector is not the collection of debts. By not requiring affiliates collecting
debt to be licensed, these bills mirror federal law regarding the regulation of credit card companies and
how they collect debt. Most states also do not have requirements that affiliates collecting debt be licensed.

Trader's Licenses

Senate Bill 11 (passed) exempts exhibitors at antique, coin, or collector shows from obtaining a trader's
license if the exhibitor submits an affidavit to the show promoter specifying that the exhibitor:

« will display and sell at the show;

« receives less than 10 percent of the exhibitor'sincome in Maryland from selling the goods being
exhibited; and

« has not participated in more than three shows in Maryland in the past year.

This bill codifies existing practice, which has been not to require trader's licenses for the least active
"Mom and Pop-type" out-of -state exhibitors.

Public Service Companies
Public Service Commission
Civil Penalties

Although the Public Service Commission may assess civil penaltiesin particular areas, including
electricity supplier violations, telecommunications "slamming,” and violations of certain safety
reguirements, the commission has had no general authority to assess civil penalties. It has been limited to
bringing civil and criminal actions in court against persons who violate statutes, regulations, and orders
under the commission's jurisdiction. House Bill 233 (passed) authorizes the commission to impose civil
penalties, not to exceed $10,000, against any person who violates a provision of the Public Utility
Companies Article or a commission rule, order, or regulation. Each violation and each day a violation
occursis considered a separate offense.

When deciding the amount of the penalty, the commission must consider the number of previous
violations, the gravity of the current violation, and good faith efforts of the violator to attempt to comply
after notice of the violation.

Propane Service

In the area of consumer protection, Senate Bill 49 (passed) requires a company that installs liquid
petroleum gas (propane) service to comply with commission metering requirements as well as safety
standards.

Electricity



As the restructuring of the electric utility industry in Maryland proceeds since the enactment of the
Electric Customer Choice and Competition Act of 1999, the General Assembly has been requested to
make adjustments in the restructuring statutes as well as in other areas affected by restructuring.

Power Plant Approval
Certificate of Public Convenience and Necessity: In the era of comprehensive

utility regulation, Maryland's integrated electric companies would seek approval to construct new power
plants and transmission lines from the commission in the form of a certificate of public convenience and
necessity (CPCN). The CPCN operated as a "permit to construct” in lieu of a registration and permit to
construct from the Department of the Environment. Other agencies, including the Department of Natural
Resources and Department of Transportation, are also involved with the CPCN process. With the
restructuring of the electric utility industry which allows electricity generation to be opened up to
competition, entities other than electric companies may build power plants. Existing statutes that require
only "electric companies’ to seek a CPCN to construct, operate, or modify the operations of a power plant
have become inadequate.

In order to unify the treatment of power plants proposed by electric companies and other entities, Senate
Bill 50/House Bill 28 (both passed) expand the reach of the process for obtaining a CPCN from the
commission to "any person” seeking to construct, operate, or modify the operations of a power plant in
Maryland. The bills also exempt any person who applies to the commission for a CPCN from the
corresponding air quality permit provisions of the Department of the Environment; however, the bills
retain the authority of the Secretary of the Environment, as well as other State agencies and interested
parties, to comment on a proposed power plant in proceedings before the commission.

On-Site Generation: One consequence of increased attention to the cost and availability of electricity in a
restructured environment has been a new emphasis on small generating stations designed to serve a single
manufacturing facility or similar commercia development. Due to the small capacity of these generators,
and their limited effect on the regional electricity grid, the full CPCN process was seen as an impediment
to effective deployment of these generators.

Under Senate Bill 294/House Bill 356 (both passed), the commission will administer a streamlined
approval process for generating stations designed to provide on-site generated electricity not exceeding 70
megawatts, and which will only sell excess electricity at wholesale pursuant to an interconnection
agreement with the local electric distribution company. The commission must review an application in the
streamlined process to ensure the safety and reliability of the electric system, and must require the
applicant to provide prior notice to the commission before first exporting excess electricity. A generating
station that is exempt from the CPCN process under the bills is subject to air quality permit procedures
under Title 2 of the Environment Article.

Electric Cooper atives

Originally authorized during the Great Depression, electric cooperatives were seen as a limited class of
electricity providers that would not require further legislative changes when electricity was
comprehensively regulated as a monopoly. In 1976 the General Assembly decodified the Electric
Cooperative Act, transferring it to the Session Laws.

In recent years, as investor-owned utilities have moved to diversify their structures and servicesin a
restructured environment, the State's electric cooperatives have found that the statutes that govern their
own structures and operations constrict their ability to react to the changes resulting from restructuring.
Senate Bill 524/House Bill 1069 (both passed) update the electric cooperative laws in several ways. They
allow one or more cooperatives to organize a cooperative and update provisions on annual and special
meetings. The bills alow the transfer of rights, privileges, immunities, and franchisesin a consolidation or
merger to the surviving cooperative. They also alow the distribution of refunds to nonmembers to whom



the cooperative supplies electricity or other services, in the form of patronage credits.

Significantly, Senate Bill 524/House Bill 1069 eliminate the provisions for protection of a cooperative's
territory during the period of cooperative formation, and the preferential schedule of filing fees with the
Department of Assessments and Taxation specific to electric cooperatives. To facilitate later changes that
may be needed, the bills also require the Department of Legislative Services to prepare draft legislation
that will revise the Electric Cooperative Act in a nonsubstantive manner, and transfer that revision back
into the Annotated Code of Maryland.

To address the needs of small rural electric cooperatives that span Maryland's borders, Senate Bill
466/House Bill 454 (both passed) exempt those cooperatives that have less than ten percent of their
distribution in the State from many of the requirements of the Electric Customer Choice and Competition
Act of 1999, which is Title 7, Subtitle 5 of the Public Utility Companies Article. However, any member of
one of these small rural electric cooperatives who obtains electricity from another source must do so from
a licensed electric supplier.

L ocal Government Aggregation

The issue of aggregation of electricity demand by local governments was reintroduced in two forms. Under
House Bill 198 (failed), a county or municipal corporation would have been authorized to aggregate
demand from residential and small commercial customers unless more than 20 percent of these customers
had selected an aggregator other than the standard offer service supplier. Similarly, Senate Bill 77 (failed)
would have authorized a county or municipal corporation to aggregate electric customers within its
boundaries, and would have allowed a combination of two or more counties or municipal corporations to
aggregate demand within their boundaries.

Universal Service Program Fund

The Electric Customer Choice and Competition Act of 1999 established the Electric Universal Service
Program (EUSP) to assist low-income households, operated by the Department of Human Resources with
oversight by the commission and funding from the Universal Service Program Fund. The program
provides bill assistance and payment programs, termination of service protection, and cost-effective
reduction and management of energy consumption for low-income customers. Electric customers with
incomes at or below 150 percent of the federal poverty level are eligible to participate in the program.

Moniesin the fund are provided by electric utilities through surcharges assessed on electric customer hills.
In any year when there are unexpended monies, those monies are to be returned to the customer classes
proportionate to how the customer classes paid into the fund.

The electric utilities, monitored by the commission, began collecting in July of 2000, $34 million from the
ratepayers for each of the three years of the program. Based on experience with the Maryland Energy
Assistance Program, a projected 90,000 customers were to be served in the first year. However, computer
software and hardware problems associated with implementation of the new EUSP system resulted in a
backlog of approximately 26,400 applications by early February 2001.

In order to address the backlog, Senate Bill 831/House Bill 1291 (both passed) allow the commission to
retain unexpended monies in the fund at the end of June 30, 2001, and make the monies available for
disbursement to eligible customers who apply for assistance before July 1, 2001, and qualify for assistance
from the fund during fiscal 2001.

For-Hire Driving Services
Chapter 539 of 2000 authorizes the commission to assess a $40 annual vehicle permit to provide for-hire

driving services. Vehicles used to provide limousine service and vehicles used to provide employee van
transportation to or from a work site are exempt from the vehicle permit requirement. Senate Bill 408



(failed) would have raised the cost of the permit to $50. The bill would also have amended the limousine
exemption so that only stretch limousines equipped with certain luxury amenities would be exempt from
the permit requirement.

Hazardous Liquid Pipelines

On April 27, 2000, a pipeline ruptured at the Chalk Point Power Plant operated by the Potomac Electric
Power Company, spilling 126,000 gallons of diesel and heavy oil into Swanson Creek. A storm washed
the spilled oil over emergency containment devices and into the Patuxent River, where it damaged 15
miles of shoreline and marshland. In response to the spill, on July 7, 2000, Governor Glendening created
two committees to address the problem of oil spillsin Maryland -- the Patuxent River Oil Spill Citizens
Advisory Committee and the Oil Spill Prevention Advisory Committee. The Oil Spill Prevention Advisory
Committee recommended that the State assume regulation and enforcement authority over intrastate
pipelines from the U.S. Department of Transportation, and charge the Public Service Commission with
this responsibility. Senate Bill 117/House Bill 1422 (both passed) implement this recommendation,
authorizing the commission to act on behalf of the U.S. Secretary of Transportation in implementing the
federal Hazardous Liquid Pipeline Act with respect to intrastate pipelinesin Maryland that carry hazardous
liquids.

The federal Hazardous Liquid Pipeline Act authorizes the U.S. Department of Transportation to regulate
intrastate and interstate hazardous liquid pipeline facilities. The act further provides that, by certification or
agreement by the U.S. Secretary of Transportation, a state agency may assume responsibility for adopting
regulations, inspecting facilities, and enforcing its regulations. The commission currently regulates
intrastate natural gas transmission and distribution pipelines. Senate Bill 117/House Bill 1422 authorize
the commission to regulate intrastate pipelines that carry hazardous liquids or carbon dioxide. The bills
also authorize the commission to adopt regulations that establish safety standards and practices for these
pipeline facilities. At a minimum, the State's standards must meet the federal safety standards.

An intrastate pipeline operator must prepare and carry out a written plan for the operation of each of its
pipeline facilities. The commission must inspect each pipeline at least once each year. The commission
may charge an inspection fee that covers the cost of administering the intrastate pipeline regulatory
program.

Senate Bill 117/House Bill 1422 authorize the commission to file for injunctive relief to enjoin a violation
of the hazardous liquid pipeline law, enjoin the transportation of a hazardous liquid, or enforce its safety
standards. The commission may also assess civil penaltiesin accordance with federal law.

Maryland has two intrastate hazardous liquid pipelines. One runs from Piney Point to Riceville, and splits
there with one branch ending in Morgantown and the other ending at Chalk Point. The other pipelineisin
eastern Baltimore City.

Telephones and Telecommunications

Telephones

Telephone Solicitation: As controversy over telephone solicitation and telemarketing practices persists,

consumers and solicitors have used tools at their disposal to protect their interests. Consumers use caller
ID to screen calls, and solicitors have subscribed to caller ID blocking services in an effort to overcome
call screening. Methods of blocking caller 1D include per-call blocking and line blocking. The blocking

may result in a display indicating "private number" or "unknown name and number."

To assist consumers, Senate Bill 79/House Bill 581 (both passed) prohibit telephone solicitors from
blocking caller ID. A telephone solicitor who intentionally blocks the transmission of the solicitor's
telephone number is guilty of a misdemeanor and on conviction is subject to a fine of up to $1,000 for a



first offense and a fine of up to $5,000 for a subsequent offense. A person who manages or directs
telephone solicitation in violation of this legislation may also be prosecuted. Federal, State, and local
government units are exempt.

A number of states have enacted "do-not-call" legislation, under which a state unit maintains a database of
telephone subscribers who have indicated that they do not wish to receive telephone solicitations. Senate
Bill 641 (failed) would have required the commission to establish such a database for Maryland
subscribers. Solicitors would have been required to purchase the database and would also have been
prohibited from soliciting listed subscribers.

Enhanced Wireless 911 Service: Recent changes in federal law and regulation require deployment of
"enhanced wireless 911 service,” in which emergency services personnel will be able to pinpoint the
location of a cellular telephone or similar personal telecommunication device that calls 911. Current
wireless technology only provides the general location of the caller, and the cellular tower that carries the
call. Senate Bill 505/House Bill 1078 (both passed) establish a task force to study issues surrounding
deployment of enhanced wireless 911 services in Maryland. The task force must examine current State
law, receive testimony, propose any appropriate changes to State law on enhanced wireless 911 service,
and report to the General Assembly on or before December 1, 2001.

Competition in Local Exchange Service: Severa bills dealt with competition in the local exchange
service market. House Bill 957 (failed) would have required the retail and wholesale activities of the
regiona Bell operating company, Verizon, to be divided into a retail affiliate and a wholesale affiliate. The
retail and wholesale affiliates would have been required to maintain separate books, records, and accounts,
have separate officers, directors, and employees, and would have been prohibited from discriminating in
favor of the other. House Bill 482 (failed) would have required the commission to undertake efforts to
encourage competition among residential telephone service providers, and House Bill 137 (failed) would
have established a task force to encourage and monitor competition among telecommunications service
providers.

Telecommunications

Senate Bill 379/House Bill 715 (both passed) provide criminal and civil penalties for the use or
manufacture of unlawful telecommunications devices. An unlawful telecommunications device can be an
access code, computer software, or telephone that has been designed or altered to receive

telecommuni cations services without the consent of the service provider. For a more detailed discussion of
these bills, see the Criminal Law heading of Part E - Crimes, Correction, and Public Safety of this 90 Day
Report.

Underground Facilities - Miss Utility

The "one-call" system known as "Miss Utility" protects underground facilities from inadvertent damage
caused by demolition and excavation. The program requires owners of underground facilities, such as
water and sewer mains, telephone, cable, and electric lines, and steam heating pipes, to register as
members of the one-call system. The system provides contractors with a single point of contact, so that
one notification suffices to mark the location of al known underground facilities in the vicinity of
proposed demolition or excavation. Generally, public utilities, local governments, and other owners of
underground public facilities must belong to a one-call system.

In order to make marking information more easily available to contractors and other excavators, Senate
Bill 879/House Bill 1425 (passed) require the operator of a one-call system to install an "owner-
contractor information exchange system.” An owner-contractor information exchange system is an
automated voice response unit maintained as part of a one-call system. The information exchange system
must be available to any caller at all times. No one may begin excavation or demolition without
notification from the information exchange system that all applicable owners have reported that they have



either marked their underground facilities or that they have no underground facilities in the vicinity. The
owner-contractor information exchange system is intended to help exchange information about
underground facilities more quickly and efficiently and better insure that underground facilities are not
disturbed during construction.

The fact that the one-call system exists to safeguard underground facilities does not excuse contractors
and other excavators from performing their work in a prudent and careful manner. However, facility
owners who have not joined a one-call system have not made their facilities recognizable to a potential
excavator who relies on the one-call system, and risk damage. Senate Bill 564 (passed) excuses a person
who complies with the notification statute by contacting the one-call system and then damages the facility
of an owner who has not joined the one-call system. The excavator is not liable for the cost of repair of
the facility. Furthermore, the owner is then responsible for any repairs or restoration of property damaged
by the excavation or demolition, including property owned by a third party. Senate Bill 564 does not limit
the right of a third party to seek damages from either the owner or the excavator, nor does it limit the right
of the excavator to seek contribution from the owner in an action brought by the third party.

| nsurance
Insurer Licensing

The federal Financial Services Modernization Act of 1999 (Gramm-Leach-Bliley Act) breaks down
barriers among the banking, insurance, and securities industries. Under Subtitle C of the Gramm-Leach-
Bliley Act, states have until 2002 to enact and implement laws that allow multi-state reciprocity and
uniformity in agent and broker licensing laws. If a majority of the states fail to do so within that time
period, the Gramm-L each-Bliley Act requires the creation of a nonprofit corporation known as the
National Association of Registered Agents and Brokers to provide for the uniform nationwide licensing of
agents and brokers.

Senate Bill 576/House Bill 898 (both passed) incorporate provisions of the Model Producer Licensing Act
developed by the National Association of Insurance Commissioners (NAIC) into Maryland's agent and
broker licensing provisions, as required by the Gramm-Leach-Bliley Act.

Producer Licenses

Under Senate Bill 576/House Bill 898, after the current renewal cycle, the Maryland Insurance
Administration (MIA) will no longer issue separate licenses to agents and brokers. Instead, MIA will issue
an insurance producer license to each person who sells, solicits, or negotiates insurance contracts. An
insurance producer will pay a $54 biennial licensing fee. The bills provide for six major lines of insurance
and recognize a license for personal lines of property and casualty insurance designed to accommodate
major property and casualty companies that sell only personal lines of insurance.

Reciprocity

Senate Bill 576 /House Bill 898 provide for reciprocity for nonresident insurance producers wishing to
obtain a Maryland license. A nonresident applicant is entitled to obtain a nonresident insurance producer
license if: (1) the applicant isalicensed

insurance producer in the applicant's home state; (2) the applicant submits an application to MIA and pays
the required fee; and (3) the applicant's home state issues nonresident insurance producer licenses to
Maryland residents on the same basis. The bills repeal other provisions that impede reciprocity and
uniformity of state licensing laws, including the $10,000 bond requirement for most insurance brokers.
However, producers who write policies for the Maryland Automobile Insurance Fund (MAIF) are still
required to post a $10,000 bond payable to MAIF.

Transition to Producer Licensing



Senate Bill 576 /House Bill 898 repeal the termination of MIA's legal authority to contract with an
outside agent to perform licensing services. The bills also contain provisions to facilitate the transition
from agent/broker licensing to producer licensing, including a provision stating that agent and broker
certificate holders on the effective date of the bills may act as insurance producers for the remainder of the
certification period.

Insurers Generally
Privacy Regulations

House Bill 362 (passed) requires MIA to adopt regulations governing the privacy of consumer financial
and health information pursuant to the Gramm-Leach-Bliley Act. The regulations must be consistent with
the model privacy regulations adopted by the NAIC. These privacy regulations may not go into effect prior
to January 1, 2002.

The bill aso requires MIA to establish, by regulation, criteria and a process to allow an individual who is
otherwise prohibited from participating in the insurance business under the Federal Violent Crime Control
and Law Enforcement Act of 1994 to obtain written consent from the Maryland Insurance Commissioner
to participate in the insurance business.

Late Fees

Senate Bill 198/House Bill 283 (both passed) allow an authorized insurer to charge installment fees and
feesfor the late payment of a premium by a policyholder, if approved by MIA. Current law allows an
authorized insurer to charge reasonable installment fees, as approved by MIA.

Under the bills, MIA isrequired to review the administrative expenses submitted by an authorized insurer
that are associated with late payments or installment payments. The late or installment fee may not exceed
$10. The bills provide that a late fee may not be imposed on an insurance policy during any grace period
required by law or regulation. Further, if there is no grace period required by law or regulation, a late fee
may not be charged until two business days after the date the payment amount becomes due. An insurance
policy may not be canceled for the failure to pay a single late fee or installment fee.

The bills require insurers to credit each payment received from an insured to the amount of premium owed
by the insured before crediting the payment to the amount of any late or installment fee owed by the
insured.

Home Office Requirements

Senate Bill 695/House Bill 937 (both passed) allow financial guaranty insurance companies to have a
home office outside the State by altering the definition of a financial guaranty insurance company to mean
an insurer that derives at least 90 percent of its gross written premium from the business of financial
guaranty insurance and financial guaranty reinsurance. The bills repeal part of the statutory definition that
requires a financial guaranty insurance company to have a claims-paying ability rated in the highest
possible category by at least one nationally recognized statistical rating organization.

Insurer Insolvency

Senate Bill 837/House Bill 1352 (both passed) alter the priority of claims payments in the event of an
insurer insolvency when there are known or potential claims by the federal government. This legislation
responds to a federal court case U.S Department of Treasury v. Fabe in which the United State Supreme
Court held that a state may give priority to policyholder claims and expenses of administering the
insolvency above the claims of the federal government in the event of an insurer insolvency. The priority
established by Senate Bill 837/House Bill 1352 is: (1) administrative expenses; (2)(a) claims made by



policyholders, beneficiaries, or insureds, (b) liability claims against insureds, and (c) guaranty fund claims;
(3) federal government claims; (4) the first $500 of compensation or wages owed to an officer or
employee of the insurer; (5) State or local tax claims; and (6) all other claims of general creditors.

Surplus Lines Brokers

House Bill 385 (passed) atersthe limit on the policy fee that a surplus lines broker may charge on
policies procured by a qualified agent or broker to whom the surplus lines broker pays a commission from
$75 to: (1) $100 on each personal lines policy; and (2) $250 on each commercia lines policy.

Life Insurance

Adoptive Children - Insurable Interest

A beneficiary under a life insurance policy must have an insurable interest in the insured at the time life
insurance is obtained. House Bill 25 (passed) provides that a prospective parent of a prospective adoptive
child has an insurable interest in the life of the child as of the date of the earlier of: (1) a placement for
adoption; or (2) an interlocutory or final decree of adoption.

Viatical Settlement Providers

Senate Bill 742 (failed) would have required providers and brokers who offer viatical settlement
agreements to register with the Insurance Commissioner. A viatical settlement contract is a written
agreement that establishes the terms under which compensation will be paid to the insured, usually
someone who is terminaly ill, in return for the assignment or sale of the death benefit to another person.

Property and Casualty Insurance
Homeowner's and Motor Vehicle | nsurance Policies

House Bill 180 (passed) repeals the termination provision for the prohibition against insurers canceling or
refusing to renew homeowner's insurance policies for weather-related claims. House Bill 180 also repeals
the termination provision for the prohibition against canceling or refusing to renew private passenger
motor vehicle insurance based on the claims history of an insured when two or fewer of the claims within
the preceding three-year period were for accidents or losses in which the insured was not at fault for the
loss.

Motor Vehicle Insurance

Geographic Distribution of Private Passenger and Residential Property Premium: Senate Bill 797
(passed) alters the definition of "major insurer" to exclude small insurers that write less than 1 percent of
the total motor vehicle insurance premium in the State. Current law excludes insurers that write less than .5
percent of the total motor vehicle insurance premium in the State. This change in definition limits the
number of insurers that are required to file geographic distribution data and a marketing plan with the
Maryland Insurance Commissioner. The marketing plan must demonstrate that the insurer is making
coverage available to Baltimore City residents in the same manner as residents of other parts of the State.

Family Exclusion: Senate Bill 349/House Bill 926 (both failed) would have required insurers to offer to
the first named insured under a policy of private passenger motor vehicle liability insurance liability
coverage for claims made by a family member in the same amount as the liability coverage for claims
made by a nonfamily member under the policy.

Health Insurance

For a detailed discussion of health insurance issues, see the Health Insurance subpart of Part J of this 90



Day Report.
Horse Racing and Gaming
Hor se Racing

The horse racing industry in Maryland employs more than 15,000 people and generates approximately
$600 million annually in direct economic activity for the State. Like other states, Maryland's racing
industry has lost market share in recent years to other forms of commercial gambling. Some states,
including two in this region, have sought to revive their industries by introducing slot machines at
racetracks. Maryland has taken other approaches to restructuring its racing industry, including subsidizing
purses, providing tax relief, and expanding marketing efforts.

Financial Assistance

The Racing Act of 2000 established the Racing Facility Redevelopment Bond Fund as a nonlapsing
revolving fund to be used to pay the debt service on bonds issued for the redevelopment of racetracksin
Maryland. Prior to the Act, revenues from uncashed pari-mutuel tickets were deposited into the Horse
Racing Special Fund. The Act required that uncashed pari-mutuel tickets be deposited in the bond fund,
and if not needed to make debt service payments, these funds would revert back to the special fund. So
that there would not be shortfalls in the special fund, the legislation required that excess lottery funds be
distributed to the special fund in an amount equal to the payments made to the bond fund. If excess lottery
funds are not sufficient to fully credit the specia fund, the Governor may request a general fund
deficiency appropriation to make up the difference.

The Act also continued the State's assistance to the horse racing industry by providing a one-time
distribution of $10 million of net fiscal 2000 lottery revenues in excess of $366,813,000 to increase purses
at racetracks and to supplement existing bred funds. This was the fourth year that the State provided
financia support to the industry.

Senate Bill 764/House Bill 908 (both passed) requires that |ottery revenues be distributed to the Horse
Racing Special Fund to replace payments made to the Racing Facility Redevelopment Bond Fund, as
discussed above, unless otherwise provided in the budget. The amount of lottery funds distributed to the
specia fund is required to be equivalent to the payments made to the bond fund. The bill is effective for
fiscal 2002, and it is estimated that general fund revenues would decrease and specia fund revenues

would increase by approximately $1.7 million in that year. These funds are used to provide mandated
grants to the State Fair, county fairs, and local agricultural education programs.

Senate Bill 765 (failed) would have provided for a $10 million distribution of net fiscal 2001 lottery
revenues in excess of $383,403,000 that would otherwise be distributed to the general fund, to a specia
fund to supplement purses and bred funds for the horse racing industry. Thisis the first time since 1996
that purse and bred fund supplements will not be provided to the horse racing industry.

Horsemen's Assistance Fund

House Bill 1269 (passed) repeals the provisions of law applying to the Maryland Horsemen's Assistance
Fund, Inc. and in its place establishes the Maryland Horsemen's Assistance Fund, Inc. and the Maryland
Standardbred Horsemen's Assistance Fund, Inc. The purpose of the funds is unchanged. The clerk of the
course at each track is to collect overpayments on tote machines and fines and penalties that are not
imposed on a licensee and remit the money to the Maryland Racing Commission to deposit in the
appropriate fund.

Gaming



Early in the 2001 session, the Senate Special Committee on Gaming was established. The committee's
purpose is to develop a broader gaming expertise anong Senate members in anticipation of a number of
significant gaming proposals that are expected to be considered in future sessions by the General
Assembly.

Video Lottery Terminals

The past severa sessions of the General Assembly saw the introduction of bills to alow the use of video
lottery terminals (VLTs) primarily at the State's horse racing tracks. The primary rationale given for
authorizing video lottery terminals in the State is to provide additional funding for public education and,
secondarily, to assist Maryland's horse racing industry.

House Bill 1170 (failed) was a proposed constitutional amendment that would have: (1) authorized VLTs
at up to four locations in the State; (2) provided for the regulation of VLTs by the State L ottery Agency;
(3) provided that at least one-half of the net proceeds from VL Ts are dedicated to a specia fund to be
used to support K-12 education and public libraries; and (4) prohibited the General Assembly from
adopting any laws authorizing any additional forms or expansion of commercial gaming.

House Bill 1449 (failed) would have permitted up to 2,500 VL Ts at up to four locations in the State (at
least two at horse racing tracks and the others at tourist destinations). The bill would have established an
Education Trust Fund (ETF) and other special funds. In addition, the bill would have prohibited the
Genera Assembly from adopting any laws authorizing any additional forms or expansion of commercial
gaming. The bill would have taken effect January 1, 2003, and was contingent on the passage of House
Bill 1170, a constitutional amendment, and its ratification by the voters of the State.

Economic and Community Development
Economic Development Corporation (MEDCO) - Scope of Authority

Senate Bill 486/House Bill 790 (both passed) amends the corporate powers of the Maryland Economic
Development Corporation (MEDCO) to conform to the corporation’s current practices. The General
Assembly created MEDCO in 1984 to develop vacant or unused industrial sites in economically distressed
areas and to help State and local economic development agencies retain and attract business throughout
the State. Examples of MEDCO projects include the development of Human Genome Sciences, Inc. in
Rockville, the General Motors Allison Transmission plant in Baltimore County, the Chesapeake College
Training Center in Dorchester County, and the Rocky Gap golf coursein Allegany County. The
corporation issues its own bonds to pay for projects and all bonds and interest are repaid by revenues
generated by those projects; they are not a debt of the State.

With passage of these bills, MEDCO's purposes include: (1) relieving conditions of unemployment in the
State; (2) encouraging the increase of business activity and commerce and a balanced economy in the
State; (3) assisting in the retention of existing business activity and commerce and in the attraction of new
business activity in the State; (4) promoting economic development; and (5) generally promoting the
present and prospective health, happiness, safety, right of gainful employment, and general welfare of the
residents of the State.

Concerns were raised that the bills, though they codified current practices, would alow MEDCO to
compete directly with the private sector and did not fit with the original goal of creating the corporation.
The legidation was amended so that MEDCO can participate in projects only if the private sector has not
aready demonstrated serious and significant interest and development capacity or if alocal government
has requested in writing that MEDCO own and operate the project.

Smart Growth



Community L egacy Program

The fiscal 2002 budget includes $10 million for the Community Legacy Program established under Senate
Bill 202/House Bill 301 (both passed). The program will address gaps in funding for community

redevel opment projects such as streetscape improvements. Community Legacy, which will be run by the
Department of Housing and Community Development (DHCD), marks the sixth addition to the Smart
Growth program, which was created in 1992 (and expanded in 1997) to combat sprawl by revitalizing
developed areas and preserving open space in rural areas.

Under Senate Bill 202/House Bill 301, DHCD will administer competitive grants and loans to local
governments or community development organization for projects that meet specific criteria. The bills aso
create a five-member board to administer the program and an 11-member advisory committee to provide
recommendations. In order for the board to designate an area as a community legacy area, the sponsor
must demonstrate that past and current trends in homeownership, property values, commercia and
residential vacancy, and business or housing investment indicate that there is a need for reinvestment in
the proposed area. No more than 15 percent of the total financial assistance can be used to pay for
noncapital expenditures.

The program is supported by the Community Legacy Financial Assistance Fund, a continuing nonlapsing
fund that includes money appropriated in the State budget, payments from recipients, investment earnings,
and any other monies accepted for the benefit of the fund.

Arts and Entertainment

Senate Bill 586 (passed) authorizes the Secretary of the Department of Business and Economic
Development to designate arts and entertainment districts within a county or municipal corporation for
areas that are distinguished by physical and cultural resources which play a vital rolein the life and
development of the community. The bill encourages the renovation of manufacturing, commercial, or
industrial buildings to provide housing for residing artists by providing a credit (for up to ten years)
against the county or municipal corporation property tax.

Additionally, Senate Bill 586 creates a subtraction modification under the Maryland income tax for the
amount of income derived from the publication, production, or sale of artistic work by a qualifying
residing artist. A resident artist or for profit or nonprofit organization dedicated to visual or performing
arts can aso receive an exemption from the local admissions and amusement tax for certain receipts if
they are located in an arts and entertainment district, as well as financial assistance from the Maryland
Economic Development Assistance and Authority Fund within the Department of Business and Economic
Development.

Tourism

Technology Development

Senate Bill 387/House Bill 427 (both passed) establish the Maryland Technology Incubator Program to
be administered by the Maryland Technology Development Corporation (TEDCO). Under this program,
TEDCO may award financial assistance (such as grants, loans, credit enhancements) to local governments,
agencies designated by a local government, the Maryland Economic Development Corporation, public or
private colleges or universities, or nonprofit entities so that they can establish and operate incubators for
fledgling technology firms throughout the State. Business incubators provide start-up firms with office
space, and shared business services and resources such as conference rooms and Internet access, often at
below-market rates. According to the National Business Incubation Association, 87 percent of incubator
graduates remain in business, while the typical new business failure rate is about 50 percent.

Eligible local governments and other entities generally must provide matching funds or an in-kind
contribution. No county may receive more than $1 million per application unless approved by two-thirds



of the TEDCO board of directors. TEDCO will receive $5 million in the fiscal 2002 budget for investment
activities, including this program. The bill also directs TEDCO to report to the General Assembly, within
90 days of the end of each fiscal year, its activities during the previous fiscal year and anticipated
activities for the next fiscal year.

Legidlators have focused increasing attention on tourism, particularly on what the State needs to spend to
compete with neighboring states. Senate Bill 617/House Bill 9 (both passed ) require an annual $2.5
million increase for the Maryland Tourism Development Board Fund -- a special nonlapsing fund used by
the board to plan, advertise, and develop tourism and travel industries in the State -- from $6 million in
fiscal 2002 to $8.5 million in fiscal 2003 and each year beyond. The bill also expands the membership of
the board to include two more members from the private sector and directs the President of the Senate and
the Speaker of the House to ensure that each geographic region of the State is represented on the board.

Senate Bill 617/House Bill 9 direct the Governor not to appropriate less than $7 million (the fiscal 2001
appropriation) for the Office of Tourism Development in future budgets. Additionally, the legislation
directs the board to report by December 1, 2002, to the Senate Finance, Senate Budget and Taxation, and
House Economic Matters Committees on its activities related to:

« planning, promotion, and development of the tourism industry in the State during fiscal 2001 and
2002,

« itsanticipated plan of activities during fiscal 2003 through 2007; and
« its recommendations on the funding level for fiscal 2004 and subsequent fiscal years.

According to the National Conference of State Legidatures, state governments budgeted $644 million for
travel and tourism development in fiscal 2000. It is a significant industry in Maryland, generating
approximately $8.1 billion in traveler spending and $677 million in local and State tax revenue in 2000.
Tourism is aso approximately the fourth largest industry in the State. However, Maryland ranks about
twenty-fifth in the nation for state funding of tourism promotion; Pennsylvania and Virginia rank fourth
and fifth, respectively.

House Bill 9, as originally introduced, would have created a cabinet-level Department of Tourism and
would have made Maryland one of six states to have such a department.

Financing Programs

Senate Bill 789/House Bill 945 (both passed) expand the Maryland Small Business Development
Financing Authority (MSBDFA) to assist small businesses that cannot get adequate business financing on
reasonabl e terms because they do not meet financial institutions' credit criteria. The bills alter the
eligibility requirements for the Contract Financing Program, the Long Term Guaranty Fund Program, and
the Equity Participation Investment Program that operate under MSBDFA to allow these businesses to
receive loans through the program. The bills also increase the maximum amount payable by MSBDFA
under its guarantee for a long-term loan made by a financial institution from $600,000 to $1 million.

Assistance was also provided for local governments in distressed counties by allowing them to receive
grants from the Maryland Economic Development Assistance and Authority Fund (MEDAAF) by
providing half of the required matching funds. House Bill 208 (passed) allows Allegany, Caroline,
Dorchester, Garrett, Somerset, and Worcester counties and Baltimore City to receive annual grants from
MEDAAF up to $250,000 without being required to provide a full match. However, as provided in current
law, during the period from October 1, 1998 through June 30, 2003, a county may not receive a total of
more than $500,000.

House Bill 207 (Ch. 57) broadens the purposes of the Rental Housing Production Program and the
Maryland Home Financing Program to provide that demolition and lot consolidation costs are eligible for



financing assistance under those programs. The Rental Housing Production Program under the Department
of Housing and Community Development offers |loans with below market interest rates for the
development of quality rental housing affordable to low and moderate income households. The legislation
allows the department to develop projects that include side lots and open space.

House Bill 209 (Ch. 58) expands the areas eligible for assistance under the Neighborhood and Community
Assistance Program to include priority funding areas. It also allows the Department of Housing and
Community Development to give preference for proposed projects that benefit a designated revitalization
area. Through this program, nonprofit organizations market tax credit allocations to businesses that
contribute to approved community projects. Expanding the eligible program area may also make it easier
for nonprofit entities to receive donations from local businesses.

Senate Bill 394/House Bill 464 (both passed) repeal the termination of the Maryland Competitive
Advantage Financing Fund (MCAFF), which is set to terminate on June 30, 2001. The bills extend the
length of initial MCAFF loans for working capital that the Department of Business and Economic
Development can provide to small businesses from one year to three years and the maximum length of
working capital loans from three yearsto five years if the borrower meets certain performance criteria.

The bills aso repeal the requirement that a loan applicant provide evidence that neither the applicant nor
any of its owners has filed for bankruptcy in the last seven years or has any existing liens or judgments.
This provision reflects the conclusions of an MCAFF work group, which reported to the General
Assembly that lack of capital and credit on reasonable terms is a major obstacle for small businesses
seeking to borrow funds and called for flexibility so that bankruptcy or unpaid taxes did not automatically
disqualify an applicant.

The Maryland Food Center Authority (MFCA) is charged with developing, owning, operating, improving,
and maintaining real estate projects that provide economical, sanitary, and modern facilities for food
distribution in the State. House Bill 1348 (passed) modifies, updates, and clarifies provisions relating to
the MFCA to enable it to proceed with the financing of projectsin accordance with its statutory purposes
under current public finance practices. Specificaly, the bill: (1) adds to revenue bond debt other
outstanding project-financing debt of MFCA as a basisfor deferral of repayment of a State loan; (2)
provides for the financing of specific projects with pledges of specific project revenues; (3) removes
provisions which could impair the ability of lenders to foreclose on collateral; (4) removes obsolete
provisions; (5) makes technical changes relating to bond issuing practices and other bond-related
provisions; and (6) provides for the perfection of liens and attachment of security interests pledged by
MFCA without need for further action.

Enterprise Zones

Senate Bill 819/House Bill 1155 (both passed) increase the amount of the enterprise zone tax credit that
can be claimed by businesses located in a focus area within an enterprise zone and those outside the focus
area. The bills aso increase the credit that can be claimed by all enterprise zone businesses for an
economically disadvantaged employee and other qualified employees.

Thetax credit is based on the wages paid during the taxable year and is available to corporations, sole
proprietorships, and various types of pass-through businesses. Senate Bill 819/House Bill 1155 alter the
definition of a qualified employee for whom a business can take a credit to require that the employee
earns at least 150 percent of the federal minimum wage ($5.15 per hour). The bills also require that an
employee who is being claimed for the credit work 35 hours per week, rather than 25 hours per week.

The bills direct DBED and the Comptroller of the Treasury to jointly assess the effectiveness of the tax
credits provided to businesses in enterprise zones and focus areas and report their findings to the General
Assembly by December 15 of each year. For further discussion of this legislation, see Part B - Taxes of
this 90 Day Report.



Workers Compensation
Workers Compensation Insurers - Office and Personnel Requirements

Senate Bill 592/House Bill 1223 (both passed) alter the office and personnel requirements for employers
who self-insure for the purposes of workers' compensation insurance and for workers compensation
insurers. The bills require each self-insuring employer and each insurer to have in the State competent
individuals who:

 handle and adjust disputed workers compensation claims for the employer or insurer; and
« possess the knowledge and experience to handle and adjust disputed claims.

This is a change from the requirement that each self-insured employer and each workers compensation
insurer have in the State an office run by a competent individual who handles al workers compensation
work in the State for the employer or insurer.

The bills also require the Workers Compensation Commission to report, on or before November 30, 2002,
to the Senate Finance Committee and the House Economic Matters Committee, the number and types of
complaints regarding compliance with the office and personnel requirements that the commission receives
between October 1, 2001, and November 1, 2002, and the status of those complaints, as well as the
number and types of violations that the commission identifies during that time frame and the status of
those violations. The commission is also required to report any recommendations for changes to the law.

Regulation of Self-Insurance Groups

Senate Bill 763/House Bill 998 (both passed) define insolvent self-insurance group to mean a self-
insurance group in which each individual member of the group is unable to meet the member's debts as
they mature in the ordinary course of business as determined by the Maryland Insurance Commissioner.

The bills provide that each member of a self-insurance group is jointly and severally liable for the
workers compensation obligations of the group and its members incurred during its membership period.
Obligations of a member related to its joint and several liability exist regardless of whether the member
terminates group membership or becomes insolvent or bankrupt.

The bills also require the Workers Compensation Benefit and Insurance Oversight Committee to study the
payment of claims by insolvent self-insurance groups and to report on or before December 1, 2001, to the
House Economic Matters Committee and the Senate Finance Committee. In addition, on or before
December 1, 2001, the Maryland Insurance Administration is required to report to the same standing
committees the characteristics of each workers compensation self-insurance group, the status of the
regulation and operation of workers' compensation self-insurance groups, and any recommendations for
changes to the law regarding the regulation of workers' compensation self-insurance groups.

Benefits

Permanent Partial Disability

The commission may order an offset or credit against an award for permanent partial disability benefitsto
a covered employee for temporary total disability benefits previously paid or vocational rehabilitation
benefits previously provided. The commission may also order reimbursement to an employer from an
individual who knowingly obtained benefits to which the individual was not entitled.

In Philip Electronics North America et al. v. Wright, 348 Md. 209 (1997), the Court of Appeals held that a
credit based upon the number of weeks an employer has paid benefits is proper. The court determined that
an employer was entitled to a credit for the number of weeks of benefits actually paid, rejecting a "total



monetary sum" theory in a permanent partial disability award.

Senate Bill 877/House Bill 1278 (both passed) requires that if an award of permanent partial disability
compensation is reversed or modified by a court on appeal, the payment of any new compensation
awarded must be subject to a credit for the amount of compensation previously paid.

Enhanced Workers Compensation Benefits for Public Safety Employees

House Bill 1153 (passed) adds Prince George's County deputy sheriffsto the list of public safety
employees who are entitled to enhanced workers' compensation benefits for permanent partial disability
awards of lessthan 75 weeks. A public safety employee entitled to the enhanced benefits may receive two-
thirds of his or her average weekly wage, not exceeding one-third of the State average weekly wage.
Without the enhanced benefits, the employee would receive one-third of hisor her average weekly wage,
not exceeding $114. The bill applies to claims arising from events occurring on or after October 1, 2001.

Occupational Diseases- Compensation for Certain Contagious Diseases

Senate Bill 677/House Bill 1006 (both failed) would have provided that a paid firefighter, paid fire
fighting instructor, or sworn member of the Office of the State Fire Marshal employed by an airport
authority, a county, a fire control district, a municipality, or the State, or a volunteer firefighter, volunteer
fire fighting instructor, volunteer rescue squad member, or volunteer advanced life support unit member is
presumed to have the potential of developing a compensable occupational disease if the individual is
exposed to:

« Human immunodeficiency virus (HIV);

« Meningococcal meningitis,

« Tuberculosis;

« Mononucleoss;

- Liver cancer;

« Any form of viral hepatitis, which includes hepatitis A, B, C, D, E, Fand G;
« Diphtheria;

« Hemorrhagic fevers; or

« Hydrophobia (rabies).

Current law provides compensation to an employee if the occupational disease causes death or disability
and is due to the nature of an employment in which hazards of the occupational disease exist.

Unemployment Insurance

There was little legidlative activity dealing with unemployment insurance in 2001. House Bill 933 (failed)
would have allowed an individual with a newborn or a newly adopted child to receive up to 12 weeks of
unemployment benefits and an allowance for dependents for up to 12 weeks. Senate Bill 665/House Bill
1038 (both failed) would have allowed the Secretary of the Department of Labor, Licensing, and
Regulation (DLLR) to find that voluntarily leaving a job for new and better employment may constitute
good cause for leaving the job, and thus would not disqualify an individual from receiving unemployment
insurance benefits in the event the individual waslaid off from the new and better employment through no
fault of the individual. Senate Bill 325/House Bill 491 (both failed) would have required DLLR to



contract with at least one consumer reporting credit agency to develop a system to electronically provide
wage information to end users through the contracted consumer credit reporting agency.

Labor and Industry
Drug Screening of Job Applicants

Senate Bill 652 (passed) authorizes employers who test job applicants for controlled dangerous substances
to use a "preliminary screening procedure” for those substances unless the employer has entered into a
collective bargaining agreement that prohibits a screening procedure. The employer also may designate a
medical laboratory licensed to perform job-related drug testing for the preliminary screening procedures.
The legidlation specifies procedures for the handling, storage, and shipping of blood, urine, or hair
specimens but exempts an employer using preliminary screening procedures from medical |aboratory
permit requirements.

Senate Bill 652 further requires an employer who uses preliminary screening procedures to: (1) establish a
program to train preliminary screening operators; (2) register with the Department of Health and Mental
Hygiene; and (3) have a medical review officer, who is a licensed physician with knowledge of drug
abuse disorders and drug and alcohol testing, review results which test positive after laboratory
confirmation. If a preliminary screening results in a positive test, the employer must have the specimen
tested by a licensed or otherwise approved laboratory to confirm the positive test result.

State Contracts - Apprenticeship Programs

Senate Bill 313/House Bill 1001 (both failed) would have required, under each contract for a State-
funded construction project, the contractor or the association of which the contractor is a member to: (1)
have an apprenticeship program in place at least 6 months before submitting a bid for a contract; and (2)
hire State-registered apprentices at a ratio of one apprentice for every three journeymen. The
apprenticeship program would have been required to be registered in the State and to be approved by the
State Apprenticeship and Training Council.

The legidation defined " State-funded construction project” to mean a construction project that receives
any funds from the State or from any entity created by the General Assembly that engages in, oversees,
manages, or has authority over construction. "Construction" was defined to mean building, reconstructing,
improving, enlarging, painting, decorating, altering, maintaining, or repairing.

The State prevailing wage law currently requires that an apprentice on a public works contract be paid at
least a percentage, set by the State Apprenticeship and Training Council, of the prevailing wage rate for a
mechanic in the trade in which the apprentice is employed. Public work contracts subject to the State
prevailing wage law are contracts in the amount of $500,000 or more, including a bridge, building, ditch,
road, alley waterwork, or sewage disposal plant that is constructed for public use or benefit or is paid for
wholly or partly by public money.

Alcoholic Beverages
Statewide Bills

Issuance and Transfer of Licenses

House Bill 415 (passed) requires a local board of license commissioners, before approving an application
and issuing an alcoholic beverages license, to consider:

« the public need and desire for the license;



the number and location of existing licensees and the potential effect on existing licensees of the
license applied for;

« the potential commonality or uniqueness of the services and products offered by the applicant's
business;

« the impact on the general health, safety, and welfare of the community including issues related to
crime, traffic conditions, parking, or convenience; and

« any other necessary factors as determined by the board.
This measure does not apply in Baltimore City, Harford County, or St. Mary's County.
Drive Through Prohibition

Senate Bill 29 (failed) would have imposed a statewide prohibition against an alcoholic beverages
licensee selling alcoholic beverages through a drive-through window. The provision would not have
applied to existing licensees that had drive-through facilities prior to February 1, 2001, or the transfer of
an existing license that has a drive-through facility.

L ocal Bills
City of Annapolis

Wine Festival License: Senate Bill 390/House Bill 514 (both passed) are emergency measures that
authorize the Alcohol Control Board to issue a special or annual festival license for a wine festival. The
festival may take place in Annapolis on a weekend not within 14 days before or after the Maryland Wine
Festival.

Anne Arundel County

Multiple Licenses. House Bill 1463 (failed) would have authorized the Anne Arundel County Board of
License Commissioners to issue a Class H alcoholic beverages license to current holders of a Class B
alcoholic beverages license that held that license on June 1, 2001. House Bill 1463 also would have
repealed the provision that limited the number of Class H (beer and wine) licenses issued to persons who
independently own and operate a restaurant that is part of a common franchise corporate entity.

Baltimore City

Class A Transfer Exemption: Senate Bill 463/House Bill 804 (both passed) exempt the transfer of a
Class A beer, wine, and liquor acoholic beverages license from the prohibition against locating a licensed
premises within 300 feet of a church or school in Baltimore City provided that: (1) the license is
transferred from Ward 12, Precinct 1 to a property within a block surrounded by EIm Avenue, Berry
Street, Paine Street, and West 37th Street; (2) the transfer has the written support of Hampden Community
Council, the Hampden Village Merchant's Association, and Hampden Main Street; and (3) the transfer is
consistent with the Hampden Urban Renewal Plan.

Commission to Study Extended Hours: Senate Bill 229 (failed) would have established a 28-member
commission to study the impact of extended hours for licensed establishments in Baltimore City. The
commission would have studied the impact on tourism and the overall economy of the city of licensed
alcoholic beverages establishments remaining open during early morning hours.

Board of Liquor License Commissioners. Senate Bill 424 (failed) would have required the Circuit Court
in Baltimore City, in a petition for judicial review, to affirm a decision of the Baltimore City Board of
Liquor License Commissionersif: (1) the board, following a public hearing, imposed a fine on or revoked



or suspended an alcoholic beverages license or adult-entertainment license for a violation of alcoholic
beverages law, board rules, or adult-entertainment rules; and (2) the circuit court found sufficient evidence
of the violation in the record of the public hearing.

Reopening of Licensed Establishments: Senate Bill 548 (passed) alows an alcoholic beverages licensee
in Baltimore City whose premises have been closed for at least three consecutive months to reopen only if
the Board of Liquor License Commissioners of Baltimore City holds a public hearing and the licensee
obtains approval from the board, unless extenuating circumstances exist.

Caroline County

Beer and Wine Tasting Licenses: Senate Bill 554/House Bill 741 (both passed) authorize the Caroline
County Board of License Commissioners to issue a one-day Class beer and wine (on premises) tasting or
sampling (BWTS) license to a current alcoholic beverages licensee or any organization that qualifies for a
special Class C beer or special Class C beer and wine license. A Class BWTS licensee may hold up to 12
events per year. At an event, store customers may sample small amounts of beer and wine from a selection
chosen by the permit holder.

Board of License Commissioners: Senate Bill 553 (failed) would have authorized the Caroline County
Board of License Commissioners to proceed administratively against an alcoholic beverages licensee or an
employee of the licensee who has been granted probation before judgement for violating prohibitions on
the sale of alcoholic beverages to a person under the age of 21 years old or to a person who is visibly
intoxicated. Senate Bill 553 aso would have allowed the Caroline County Board of License
Commissioners to proceed administratively against an alcoholic beverages licensee or an employee of the
licensee who has been found not guilty or granted probation before judgment without a verdict for
violating the law against selling alcoholic beverages to a minor or intoxicated person.

Charles County

Class B Licensesin Municipalities Exempt from Prohibition: House Bill 158 (passed) exempts Class B
beer, wine, and liquor licenses issued for premisesin municipal corporationsin Charles County from the
prohibition against the sale of alcoholic beverages within 500 feet of the property line of any church or
other place of worship or school accredited by the State Board of Education.

Board of License Commissioners. House Bill 344 (Ch. 67) authorizes the Board of License
Commissioners of Charles County to suspend an alcoholic beverages license on a Friday, Saturday, or
Sunday if the suspension is four days or less and the licensed premisesis only open on Friday, Saturday,
or Sunday or any combination of those days.

Special Class B-B&B License: House Bill 345 (passed) authorizes the Board of License Commissioners
of Charles County to issue a special Class B-B&B (bed and breakfast) on-sale beer, wine, and liquor
license for inns to serve alcoholic beverages to guests with overnight accommodations. Establishments
may not have dining facilities open to the public. Annual feesfor the Class B-B&B license are $25 for
inns with one to five bedrooms and $50 for inns with six or more bedrooms.

Regulation of Consumption: House Bill 349 (Ch. 69) authorizes an alcoholic beverages licensee in
Charles County to sell and persons to consume alcoholic beverages on the grounds of a public golf course.

Frederick County

Sales to Underage Persons. House Bill 595 (passed) authorizes acoholic beverages inspectorsin
Frederick County to issue civil citations for alcoholic beverages violations relating to the possession of
alcoholic beverages or the misrepresentation of one's age to obtain alcoholic beverages.

Caterer's License: House Bill 596 (Ch. 87) authorizes the Board of License Commissioners of Frederick



County to issue a caterer's license to a holder of a Class B restaurant or hotel (on-sale) beer, wine, and
liquor license. The caterer's license enables a licensee to provide alcoholic beverages at publicly or
privately sponsored events that are held off the premises covered by the Class B license. The annual
license feeis set at $1,500.

Golf Courses: House Bill 1300 (passed) authorizes the Board of License Commissioners of Frederick
County to issue a specia Class C (golf and country club) license in the 16th election district. The annual
license fee is $1,500.

Garrett County

Wine Festival License: House Bill 370 (Ch. 72) authorizes the Garrett County Board of License
Commissioners to issue one wine festival license per year to a holder of an existing Garrett County
alcoholic beverages license, a State Class 3 winery license, or a State Class 4 limited winery license. The
wine festival licensee can only display and sell wine that is manufactured and processed in any state, price
filed in accordance with the Comptroller's regulations, distributed in Maryland at the time the application
isfiled, and intended for consumption on or off the licensed premises on the days and hours designated for
the festival.

Harford County

Sales to Underage Persons. Senate Bill 441/House Bill 213 (both passed) authorize alcoholic beverages
inspectors in Harford County to issue civil citations for alcoholic beverages violations relating to the
possession of alcoholic beverages or the misrepresentation of one's age to obtain alcoholic beverages.

Caterers. Senate Bill 447/House Bill 218 (both passed) authorize a licensed caterer in Harford County to
provide alcoholic beverages at one event (each calendar year) sponsored by the caterer that is held on the
caterer's premises.

New Licenses: Senate Bill 442/House Bill 217 (both passed) authorize the Harford County Liquor
Control Board to issue a stadium beer and light wine (on-sale) license to the owner or lessee of a
professional baseball stadium for use on the stadium premises. The annual feeis set at $5,000. House Bill
575 (Ch. 84) authorizes the Harford County Board to issue a seven-day (on-sale) Class D license with an
annual fee of $3,000 or a seven-day (on- and off-sale) Class D license with an annual fee of $4,000 to a
holder of any Class B alcoholic beverages license. Class D licenses are not subject to food sales
requirements. The Class B licensee must surrender its Class B license when it obtains a seven-day Class D
alcoholic beverages license. House Bill 607 (passed) authorizes the Harford County Liquor Control Board
to issue an additional seven-day (on-sale) Class B (on-sale) license, to be known as a Class BDR (deluxe
restaurant) beer, wine, and liquor license, to a Class B licensee. The Class BDA license must apply in a
specified area of the county.

Howard County

Wine Tasting License: House Bill 138 (Ch. 50) repeals the September 30, 2001, termination provision
applicable to the wine tasting (WT) license in Howard County.

Montgomery County

Increased License Fees: House Bill 808 (Ch. 91) increases the annual licensing fee in Montgomery
County for a Class B beer, wine, and liquor license and a special Class B-BWL (H-M) license from
$2,000 to $2,500.

St. Mary's County

License Certificate Qualifications. House Bill 162 (Ch. 52) aters the qualifications of citizenswho sign a



certificate of support attached to an application for a new acoholic beverageslicense in St. Mary's County
by requiring them to be registered voters of the county.

Regulation of Consumption: House Bill 1096 (Ch. 99) exempts a religious, fraternal, civic, veterans,
hospital, or charitable organization in St. Mary's County that has been issued a special acoholic beverages
license from the restriction that prevents individuals from consuming alcoholic beverages at a licensed
establishment in which the acoholic beverages were not sold.

Washington County

Population Ratio Quota: House Bill 585 (passed) excludesindividuals detained or confined in a
correctional facility in Washington County from the calculation of the population ratio quota that applies
to the issuance of acoholic beverages licenses in the county.

Liquor Control Board: House Bill 608 (failed) would have increased from three to five the number of
board members of the Washington County Board of License Commissioners. The bill also would have
provided that no more than three board members may belong to the same political party and that at |east
one board member have some familiarity or experience with the alcoholic beverages industry before the
time of appointment.

Wicomico County

Increased License Fees: Three bills passed by the General Assembly increase the acoholic beverages
license feesin Wicomico County. House Bill 1081 (passed) increases the Wicomico County license fee
for a Class B beer, wine, and liquor license for hotels from $1,650 to $1,980. House Bill 1084 (passed)
increases the Wicomico County license fee for a Class B beer, wine, and liquor license for restaurants
from $1,100 to $1,320. House Bill 1083 (passed) increases the Wicomico County license renewal fee for
alcoholic beverages licenses from $35 to $50.

Sunday Closing Time: House Bill 1085 (passed) changes from 10 p.m. to 12 midnight the Sunday closing
time for holders of Class B on-sale hotel and restaurant beer, wine, and liquor licenses, Class C on-sale
club beer, wine, and liquor licenses, Class B on-sale hotel and restaurant beer licenses, Class B on-sale
hotel and restaurant beer and light wine licenses, seven-day Class D beer and light wine licenses, and
Class GC (golf course) beer, wine, and liquor licenses.



Part |
Financial Institutions, Commercial Law, and Corporations

Financial Institutions
Credit Union Law Modernization

The Task Force to Study Modernization of Credit Union Law was created by Chapter 604 of the Acts of
1999 in response to the need to clarify and revise the State credit union laws, which were originally
enacted in 1929. The task force was charged with conducting a comprehensive study of existing State laws
that affect the operation and powers of State credit unions, and with making recommendations to
modernize the laws and facilitate competition by State credit unions with their federal counterparts.

During the 1999 and 2000 interims, the task force identified a number of relevant issues for consideration
and, using draft legislation developed by the credit unions as a working document, held a series of
meetings to research and review each issue and receive comments from a variety of interested groups.
Based on recommendations developed during this process, the task force drafted a comprehensive
legidative proposal that isincorporated in Senate Bill 377/House Bill 399 (both passed).

In addition to streamlining regulatory requirements and repealing antiquated language in the State credit
union law, Senate Bill 377/House Bill 399:

« provide State credit unions with the same tax-exempt status as federal credit unions;

« expand the field of membership provisions of State credit union law to allow a single common
bond, multiple common bond, or community common bond field of membership similar to federal
law;

« require credit unions to submit to the Commissioner of Financial Regulation a detailed plan to
encourage low income persons to join and use the services that the credit union offers when the
credit union: (1) forms or converts to a community common bond credit union; or (2) includesin its
field of membership a community, neighborhood, rural district, or county that the commissioner has
determined is an "investment area’ under federal law and is underserved by other depository
financia institutions;

« expand the "wild card" statute to allow State credit unions, on approval of the commissioner, to
engage in any additional activity, service, or other practice in which federal credit unions may

engage;

- alow for the conversion, merger, and consolidation of State credit unions under conditions that are
similar to those for federal credit unions;

- alow directors of State credit unions to amend credit union bylaws without membership approval,
except for provisions related to meetings of members, voting rights of members, changes in the
credit union's field of membership, and requirements for directors;

« define compensation for directors of State credit unions and require approval by, and disclosure to,
members of the amount of compensation paid to directors;

« authorize the commissioner to enter into interstate cooperative and information sharing agreements
with other credit union supervisory agencies,

- adlow State credit unions to charge over the limit fees for their credit cards;



« give State credit unions the choice of purchasing deposit insurance through a private insurer or
through the federal insurance program;

- adlow State credit unions to participate with other credit unions, credit union organizations, or
depository financial institutions in making loans to members;

. dlow State credit unions to give preferential treatment on loan terms and conditions to credit union
employees;

« expand the types of investments that State credit unions may purchase;
« extend the term of a loan that State credit unions may enter into for the purchase of fixed assets,
« adlow State credit unions to establish and operate a service center with other credit unions; and

. adlow State credit unions to organize or invest in a credit union service organization that engages in
activities incidental to the conduct of the credit union.

Thetask force, which is effective through June 2001, will continue to meet after the 2001 session to
discuss the implications of alowing State credit unions to choose whether to purchase deposit insurance
through a private insurer or through the federal insurance program. The current private carrier, the Credit
Union Insurance Corporation (CUIC), may dissolve or merge into another private carrier. Since State law
created CUIC and only alows CUIC to act as a private carrier, the appropriate provisions of State law
would need to be amended and a transition period would need to be specified for the orderly phasing in of
a new private carrier and the phasing out of CUIC.

Office of the Commissioner of Financial Regulation and the Banking Board - Sunset
Extension

During the 2000 interim, the Department of Legislative Services conducted a full evaluation of the office
of the Commissioner of Financial Regulation and the Banking Board under the Maryland Program
Evauation Act. The department found that the office and the board play important roles in the regulation
of the State's financial industry; the office iswell run and performing its statutory duties in a satisfactory
manner; and the authority of the office and the board should be extended.

In response to the department's sunset evaluation, Senate Bill 346/House Bill 449 (both passed) extend
the office of the Commissioner of Financial Regulation and the Banking Board to July 1, 2012. The bills
also require the commissioner to report annually on: (1) the operations of the commissioner's office; (2)
any amendments proposed by the commissioner to laws that the commissioner administers; (3) failures of
licensed persons and State-chartered credit unions; (4) the composite ratings of banking institutions and
State-chartered financial institutions, in summary form; and (5) the number of penalties assessed, broken
down by license category, and instances of consumer recovery. Finally, the bills require the commissioner
and the board to submit reports in 2001 and 2002 on the implementation status of the recommendations
made by the department in its sunset evaluation, such as workload changes resulting from revisions to the
credit union law; progress in mortgage lender examinations; and the enforcement of the check cashers law.

Commercial Law
Credit Regulations

Credit Services- " Payday" Loan

Maryland's law regarding small loans was enacted in 1945 in response to the practice common in the
earlier part of the twentieth century of a lender structuring a consumer loan as a salary-purchase



agreement in which the lender would buy the borrower's wages at a discount in advance of the borrower's
payday. More recently, concerns have been raised that businesses are engaging in high interest "payday”
lending and avoiding the State's usury laws for small loans by moving the loans out of state.

The permissible annual interest rate in Maryland is 33 percent for small loans (under $6,000). However,
under federal law, a federally insured depository institution, whether chartered under state or federal law,
may charge the interest rate permitted in its home state to borrowers across state lines, regardless of the
legal rate in the borrower's state. Thus, for example, a bank in South Dakota, which has no interest limit,
may charge a Maryland borrower an interest rate exceeding the State's 33 percent limit. A credit services
business, operating in Maryland, may broker the transaction with a federally insured depository institution
between the borrower and the lender.

Credit Services Businesses. Senate Bill 882/House Bill 973 (both passed) prohibit a credit services
business and its employees and contractors from assisting a consumer in obtaining an extension of
unsecured closed-end credit at an interest rate greater than 33 percent. This legislation is aimed only at
local agents and the role they play in facilitating payday |oans through a federally insured depository
ingtitution. The legislation does not prevent federally insured depository institutions from directly making
payday loans at the interest rates authorized in their home states, which might exceed 33 percent.

Short-Term Small Consumer Loan Study Commission: Senate Bill 882/House Bill 973 aso create a 14-
member Short-Term Small Consumer Loan Study Commission. The study commission is charged with
determining the need for short-term small consumer loans, identifying the reasons why traditional lenders
may not be fully meeting the need, and evaluating alternatives. The study commission must report any
recommendations, including any proposed legislation, by December 1, 2001.

Deferred Presentment Services: Senate Bill 601/House Bill 536 (both failed) would have authorized
deferred presentment services to operate in the State and would have required providers of these services
to be licensed by the Commissioner of Financial Regulation. The bills defined a deferred presentment
service as a transaction between a licensee and the drawer of a check that provides that the licensee: (1)
accepts a check from the drawer regardless of the check's date; (2) agrees to hold the check for a specified
period of time before negotiation or presentment; and (3) pays the amount of the check, minus the
authorized fee, to the drawer.

The bills would have authorized a licensee to accept a check of not more than $300 and to charge a fee of
not more than 15 percent of the amount paid by the licensee. The licensee would have been prohibited
from deferring presentment of a check for more than 14 calendar days or from renewing a deferred
presentment service agreement with the drawer. The commissioner would have had investigation and
enforcement powers, and violators of the bills would have been subject to criminal and civil penalties.

Consumer Protection

E-Commerce

Electronic commerce has offered businesses and individuals a new medium for obtaining goods and
services. However, concerns have arisen that the new medium has aso presented new threats to an
individual's privacy. Senate Bill 363/House Bill 14 (both passed) establish an Electronic Transactions
Education, Advocacy, and Mediation Unit within the Division of Consumer Protection in the Office of the
Attorney General. The unit is required to: (1) receive complaints regarding potential violations of privacy
policies and unlawful conduct or practicesin electronic transactions; (2) provide information and advice to
consumers; (3) refer complaints where appropriate to local, State, or federal agencies; (4) develop
information and educational programs to foster public understanding of electronic privacy issues; (5)
facilitate the use of best practices; (6) promote nonbinding arbitration and mediation of privacy related and
electronic transaction disputes; (7) investigate and assist in the prosecution of identity theft, other privacy
related crimes, and unlawful conduct or practices in electronic transactions; and (8) assist in the training of



local, State, and federal law enforcement agencies regarding identity theft, other privacy related crimes,
and unfair or deceptive trade practices in electronic commerce transactions. The unit is modeled after the
Health Education and Advocacy Unit that exists in the Consumer Protection Division of the Office of
Attorney General.

Commercial Law - Generally
Dishonored or Bad Checks

Senate Bill 131 (passed) increases the amount of the collection fee, from $25 to $35, for which the maker
or drawer of a dishonored check is liable to the holder if the check has not been paid within 30 days after
the holder has sent a notice of dishonor. The bill makes the civil liability of the writer of a dishonored
check mandatory, rather than discretionary. Senate Bill 131 also increases the amount, from $25 to $35,
that a court may order a defendant to pay as a collection fee for each bad check on conviction of the
offense of obtaining property or services by a bad check.

Uniform Commercial Code

Senate Bill 610/House Bill 1035 (both passed) make various technical amendments to the revision of
Title 9 of the Maryland Uniform Commercial Code (UCC) and of Title 2 of the UCC. The bills also repedl
an obsolete provision relating to recordation tax on Title 9 filings. Sections of the Natural Resources
Article and the Transportation Article regarding perfection of a lien on vessels and vehicles, respectively,
are also amended to comply with the Title 9 revision.

House Bill 1434 (passed) repeals provisionsin the Real Property Article governing the perfection of a
grant of a security interest in a mortgage by a mortgagee by recording the interest in the land records.
Under the revision to Title 9 of the UCC, a security interest in a mortgage granted by a mortgagee is
perfected by filing a financing statement in the state where the executive office of the mortgagee is
located. House Bill 1434 provides that if a security interest in a mortgage was attached and perfected
before July 1, 2001, in accordance with applicable law, the interest continues to be perfected without the
need for any additional filing either in the land records or under Title 9 of the UCC.

E-Commerce

Following the 2000 enactment of the Maryland Uniform Electronic Transactions Act (Maryland's UETA)
and the Maryland Uniform Computer Information Transactions Act (Maryland's UCITA), the General
Assembly continued to examine issues related to technology, electronic commerce, and related consumer
protection concerns.

Maryland's UETA and E-Sign: The federal Electronic Signaturesin Global and National Commerce Act
(E-Sign) was enacted after passage of Maryland's UETA. The federal E-Sign, like Maryland's UETA,
provides for the validity of electronic signatures and records, and specifies areas of law in which
electronic signatures and records would not be permitted. Congress authorized states to modify, limit, or
supersede provisions of the federal E-Sign by statutes, regulations, or other rules of law if the statute,
regulation, or rule: (1) is an enactment of the Uniform Electronic Transactions Act (UETA) as approved
by the National Conference of Commissioners on Uniform State Laws in July 1999; or (2) provides for
electronic signatures or records in a manner consistent with the federal E-Sign and does not discriminate
in legal status or effect among types of technology used in electronic signatures or records. The federal E-
Sign preempts inconsistent scope provisions of state enactments of UETA. In an effort to make Maryland's
UETA consistent with the federal law, the General Assembly approved Senate Bill 397/House Bill 519
(both passed). The legidation adds exemptions to Maryland's UETA, repeals inconsistent provisions, and
declares an intent that the legislation be consistent with the federal E-Sign.

UCITA Implied Warranty of Merchantability: Senate Bill 398/House Bill 520 (both passed) exempt
specified computer programs from the implied warranty of merchantability applicable under UCITA. The



exempt computer programs are those provided under a license that does not impose a license fee for the
right to the source code and to copy, modify, and distribute the computer program (for example, open
source software).

Under the implied warranty of merchantability, a merchant, as licensor of a computer program, warrants:
(1) to the end user that the computer program is fit for the ordinary purposes for which the computer
programs are used; (2) to the distributor that the program is adequately packaged and labeled and, in the
case of multiple copies, that the copies are within the variations permitted by the licensing agreement; and
(3) that the program conforms to any promises or affirmations made on the container or label.

Corporations and Associations
Directors of | nvestment Companies

Sections 2 and 3 of Chapter 397 of the Acts of 1998 were enacted in response to a 1997 decision of the
federal district court in New Y ork that called into question the independence of mutual fund directors who
serve on multiple boards of funds managed by the same investment adviser. Section 2 added § 2-405.3 to
the Corporations and Associations Article, which provides that a director of an investment company who
isnot an "interested person” under the federal Investment Company Act of 1940 is deemed to be
independent and disinterested when acting as a director of the investment company. Section 3 applied
Section 2 retroactively to cases filed on or after January 30, 1998.

After alawsuit wasfiled in the Circuit Court for Montgomery County in 1999 seeking a declaratory
judgment that 8 2-405.3 was enacted in violation of Article 11, 8 29 of the Maryland Constitution,
commonly known as the "one-subject rule,” the General Assembly repealed and reenacted Sections 2 and
3in Chapter 1 of the Acts of 2000 (the annual "curative" bill) to ratify their enactment. However, before
Chapter 1 took effect, the Court of Appeals, in Migdal v. Sate, 358 Md. 308 (2000), held that Sections 2
and 3 of Chapter 397 were enacted in violation of the one-subject rule and severed them from Section 1 of
the Act. In May 2000, a declaratory judgment action was filed in the Circuit Court for Montgomery
County challenging the annual curative bill on the basis of the one-subject rule. The decision of the circuit
court upholding the statute has been appealed to the Court of Special Appeals, and the Court of Appeals
has granted a petition for a writ of certiorari and will hear the case during its 2001 term.

In light of the continuing legal challenges to Sections 2 and 3 of Chapter 397, Senate Bill 264 (Ch. 31)
repeals and reenacts these sections in a separate, freestanding bill to remove any doubt as to their validity.



Part J
Health

Public Health - Generally
Medical Assistance

The General Assembly addressed continuity of care and provider availability in the Maryland Medical
Assistance Program (program), took steps to raise the level of provider reimbursement in the program, and
created a fund to pay for performance incentives for managed care organizations (MCQOs) that meet quality
of care standards. The fiscal 2002 State budget contains additional moneys for the enhancement of the
Maryland Children's Health Program (MCHP) and the expansion of home- and community-based
services.

Budget I ncreases

The fiscal 2002 program budget contains $52 million ($21 million in general funds) to implement two
legislative mandates from the 2000 session and $10.1 million ($5.1 million in general funds) to expand a
home- and community-based services program established by Chapter 126 of 1999.

The largest enhancement earmarks $32 million for expansion of MCHP to children with family incomes
from 200 percent to 300 percent of the federal poverty guidelines and pregnant women with incomes from
200 percent to 250 percent of the federal poverty guidelines. An estimated additional 14,700 children and
1,000 pregnant women are expected to enroll each month as a result of the MCHP expansion during fiscal
2002. Total fiscal 2002 program and MCHP funding for patient care is $2.084 billion. The other
enhancement is $20 million ($10 million in general funds) in increased funding for the Medicaid nursing
home reimbursement formula. For additional discussion of this issue, see the Health Care Facilities and
Regulation subpart of this Part J.

Provider Availability in the Maryland Medical Assistance Program and MCHP

Senate Bill 637/House Bill 493 (both passed) require the Department of Health and Mental Hygiene
(DHMH) to provide enrollees and health care providers participating in the program and MCHP with an
accurate directory or listing of available health care providers. The directory must be made available on
request in written form and on an internet database which must be updated by DHMH at least every 30

days.
Continuity of Care

State regulations require DHMH to provide Medicaid Managed Care (HeathChoice) enrollees with the
names and addresses of participating providers in each MCO providing servicesin the enrollee's region.
An enrollee has 21 days to select an MCO. If an enrollee does not select an MCO within 21 days, DHMH
assigns the enrollee to an MCO.

After the recent withdrawal of CareFirst from the HealthChoice program, enrollees and providers
complained of interruptions in the continuity of the enrollees’ care when enrollees were auto-assigned to
MCOs that did not have a contract with the enrollees existing providers.

Senate Bill 636/House Bill 1227 (both passed) state affirmatively that a HealthChoice enrollee has the
right to choose the enrollee's MCO and a primary care provider (PCP). If an enrollee is disenrolled and re-
enrolls within 120 days of disenrollment, DHMH must assign the enrollee to the MCO in which the
enrollee was previously enrolled and require the MCO to assign the enrollee to the enrollee's previous



PCP.

If arecipient has to select a new MCO because the recipient's MCO is withdrawing from the HealthChoice
program, the withdrawing MCO must:

« provide the enrollee notice of the withdrawal 60 days in advance;

« include in the notice the name and provider number of the PCP assigned to the enrollee and the
telephone number of the program's enrollment broker; and

« within 30 days after leaving the program, provide DHMH with a list of enrollees and their PCP.

After receiving the list provided by the MCO, DHMH must provide the list to: (1) the enrollment broker,
to assist with providing outreach to enrollees in selecting a new MCO; and (2) the remaining MCOs, for
the purpose of linking enrollees with a PCP.

Performance I ncentives for Managed Care Organizations

House Bill 429 (Ch. 77) establishes a HealthChoice Performance Incentive Fund (fund) in DHMH to be
used for provider reimbursement and financial incentives for MCOs that exceed performance targets
designed to measure quality of care. The fund will consist of fines imposed by DHMH on MCOs for a
failure to comply with quality assurance requirements. At the end of each fiscal year, moneysin excess of
$3 million will revert to the State's general fund. The Act also adds reporting requirements.

Provider Reimbursement Rates

Senate Bill 627/House Bill 1071 (both passed) require DHMH to establish a process to annually set the
fee-for-service reimbursement rates for the program and MCHP in a manner that ensures the participation
of providers. In developing the process, DHMH must consider: (1) a process that reflects the fee-for-
service rates paid in the community, as well as the annual inflation in medical fees; or (2) the Resource
Based Relative Value Scale system used in the federal Medicare program or the American Dental
Association's current procedural terminology (CPT) codes.

The bills add reporting requirements, including:

« an analysis of the fee-for-service reimbursement rates paid in other states and how those rates
compare with Maryland rates;

« the schedule for bringing fee-for-service reimbursement rates to a level that ensuresthat all health
care providers are reimbursed adequately; and

« an analysis of the estimated costs of implementing the schedule and any proposed changes to the
fee-for-service reimbursement rates for the program and MCHP.

Federally Qualified Health Centers

Under Chapters 434 and 435 of 1998, DHMH is required to establish by regulation a supplemental
payment to be made to federally qualified health centers (FQHC) that participate in the program. The rate,
to be calculated prospectively, isto be equal to the difference between the payment received by the FQHC
from an MCO for service provided to the MCO's enrollees and the reasonabl e cost to the FQHC of
providing those services. The 1998 law requires that the payments made be reduced each year and ends
the supplemental payments at the end of fiscal 2004.

Senate Bill 680/House Bill 1243 (both passed) repeal the supplemental payment system for FQHC, and
instead require DHMH to adopt, by regulation, a methodology that ensures that consistent with federal



law, the FQHCs are paid reasonable cost-based reimbursement.
Medical Errors

A 1999 report by the Institute of Medicine (IOM) of the National Academy of Science's Quality of Health
Care in America Committee, entitled To Err is Human: Building a Safer Health System, recommended:

(1) establishing a national mandatory reporting system for adverse medical events; (2) encouraging
voluntary reporting efforts; (3) modifying legal and confidentiality requirements to promote reporting and
analysis, and (4) developing performance standards by health care organizations and professionals to focus
greater attention on patient safety. Fifteen states have developed laws or regulations requiring the reporting
of medical errors or adverse eventsin hospitals.

The General Assembly responded to the IOM report, during the 2001 session, by enacting House Bill
1274 (passed), which requires the Maryland Health Care Commission (MHCC), in consultation with
DHMH, to study the feasibility of developing a system for reducing incidences of preventable adverse
medical events. The system could include a process for reporting medical errors. The bill requires MHCC
to issue a preliminary report on or before January 1, 2002, and a final report on or before January 1, 2003.

Medical Records
The General Assembly enacted a number of bills during the 2001 session relating to medical records.
Copying Costs for Medical Bills

Under current law, a health care provider may require a person in interest or any other authorized person
who requests a copy of a medical record to pay the cost of copying. A health care provider may charge a
fee for copying and mailing that does not exceed 50 cents for each page of the medical record. In addition,
a hospital or health care provider may charge a preparation fee of not more than $15 for medical record
retrieval and preparation and the actual cost for postage and handling. The fees charged may be adjusted
annually for inflation using the federally established Consumer Price Index.

Some insurance companies, in resolving claims, require the entire medical record, including medical bills,
to be produced, but refuse to pay for the copying costs related to the medical hills.

House Bill 738 (passed) adds medical bills to the definition of "medical record” in the law governing the
maximum charges a health care provider may charge an authorized person who requests a copy of a
medical record. In doing so, the bill makes the existing statutory caps on the amounts that may be charged
for copies of a medical record applicable to copies of medical hills.

Confidentiality of Reported HIV and AIDS Cases

Physicians and hospitals are currently required under State law to report to county health officers
suspected cases of the human immunodeficiency virus (HIV) and the acquired immune deficiency
syndrome (AIDS). These reports provide the basis for data on the progression of HIV casesto AIDS cases
contained in the State HIV/AIDS Reporting System (HARS).

While all of the datain the HARS is held under the highest scrutiny and with the most stringent
confidentiality protections, as required by federal Centers for Disease Control and Prevention (CDC)
guidelines, a recent Maryland Court of Special Appeals ruling held that some portions of the records
required under the laws governing reporting to DHMH could be subject to release as medical records
under the State's medical records confidentiality statute. That statute allows release to insurance companies
and other providers, among others, under certain circumstances. The court's ruling could have placed the
State law governing HARS in direct conflict with CDC requirements for confidentiality.

Under House Bill 463 (Ch. 79), HIV and AIDS reports are not to be treated as "medical records’ subject



to the laws governing the confidentiality of medical records, but instead, as confidential research records.
The Act will protect DHMH and the public by clearly defining the HARS as a protected system for
research and study records and not a system for medical records.

The Act also dters the basis for physician reporting to the local county health officer of patients with HIV
or AIDS, to require the reporting of diagnosed cases, rather than suspected cases. In addition, the Act
specifieswhat must be included in an HIV/AIDS case report. A report must contain:

« reasonably obtained patient demographic information, including risk factors,
« relevant information on initial diagnosis, treatment, and referral, and the patient's clinical condition;
« facility and provider identification information; and
« aunique identifier for the patient that is not the patient's name.
Impounding and Disposing of Drugs and Prescription Records

Currently, DHMH has the authority to issue licenses and permits to pharmacies and prescribers and to
suspend and revoke those same licenses and permits under certain circumstances. However, DHMH does
not have the authority to impound the drugs in the permit holder's or licensee's possession. This has forced
DHMH to "negotiate” a legal disposition of these drugs and records with individuals, such as selling
prescriptions to another licensed pharmacy or returning them to the manufacturer.

House Bill 418 (passed) authorizes DHMH to impound or dispose of the drugs and prescription records of
an authorized prescriber or a pharmacy, manufacturer, or distributor holding a permit issued by the State
Board of Pharmacy or a dispensing permit issued by another health occupations board ("permit holder").
An "authorized prescriber” is defined as a licensed dentist, licensed physician, licensed podiatrist, licensed
veterinarian, certified nurse midwife, certified nurse practitioner, or other individual authorized by law to
prescribe prescription or nonprescription drugs or devices.

Under the bill, DHMH may issue an order of impoundment, which is subject to judicial review, and
immediately impound drugs or prescription records of a permit holder or authorized prescriber if:

« the permit holder or authorized prescriber has a permit or license which has expired or has been
revoked or suspended;

« an application for a permit or license has been denied;

« alicensing health occupations board has determined that the permit holder or authorized prescriber
has failed to comply with a board order, letter of surrender, or law governing the disposition of
drugs or prescription records and the board requests that DHMH impound the drugs or prescription
records;

« the drugs pose an imminent threat to public health, safety, or welfare; or
« the confidentiality of prescription records isin imminent danger of being compromised.

House Bill 418 also requires that, before destroying or transferring impounded drugs or prescription
records, DHMH publish a notice for two consecutive weeksin a locally circulated daily newspaper.
Finally, the bill requires a health occupations licensing board to immediately notify the Division of Drug
Control of DHMH of the surrender, suspension, or revocation of a permit holder's permit or an authorized
prescriber's license.

Destruction of Medical Records



Under current law, unless the patient is notified, a health care provider may not destroy a medical record
or laboratory or x-ray report about a patient until five years after the record or report is made. In the case
of a minor patient, the record or report may not be destroyed until the patient attains the age of 21 or for
five years after the record or report is made, whichever islater, unless the parent or guardian is notified or
the medical care was provided for: (1) an abortion; (2) treatment for substance abuse, venereal disease,
pregnancy, contraception, rape, or sexual assault; or (3) during a medical screening after admission to a
detention center.

The law requires notice of an intent to destroy records to be delivered by first class mail, and to include a
statement that the record or report must be retrieved at a designated location within 30 days to avoid
destruction. After the death, retirement, or license termination of a health care provider or the
discontinuance of a health care provider's business, the health care provider, the administrator of the
health care provider's estate, or a designee who notifies the health occupations board that the designee
agrees to maintain the health care provider's records takes responsibility for either forwarding the
appropriate notice prior to the destruction of records or publishing notice in a local newspaper.

Senate Bill 569 (passed) adds, to the list of health care providers responsible for providing the required
notice of records destruction, various health care facilities and any agent, employee, officer, or director of
a health care provider. The health care facilities covered under the bill include freestanding ambulatory
care facilities, free standing medical facilities, health maintenance organizations, limited service hospitals,
nursing homes, assisted living facilities, continuing care retirement communities, and residential treatment
centers.

Senate Bill 569 also requires the Secretary of DHMH, after consulting with specified interested parties, to
adopt regulations governing the destruction of medical records. The regulations must specify the manner
in which a health care provider isto be required to maintain and store medical records in order to ensure
confidentiality, provide limited access, and ensure that the destruction of records renders the records
unreadable. Finally, Senate Bill 569 sets penalties for violations of the records destruction law.

Women's Health

According to the National Conference of State Legislatures, more states are considering the unique needs
of women as women's health issues acquire national attention. State legislatures have responded to
women's health needs by enacting legislation that addresses needs beyond reproductive issues related to
maternity. Specifically, California, lllinois, Indiana, Kentucky, North Carolina, Ohio, and Rhode Island
have each created, in statute, offices or commissions on women's health, and Tennessee has a specia joint
committee to study women's health issues.

Office of Women'sHealth

While there is no specific office or commission on women's health in Maryland, the State does have the
Maryland Women's Health Promotion Council and the Maryland Commission for Women. The council
works to identify issues facing women at each stage of their lives, catalogues their health needs, develops
guidelines and resources to meet these needs, and documents the health and economic benefits resulting
from investments in services for women.

House Bill 4 (failed), would have established an Office of Women's Health within DHMH, and would
have created a Women's Health Care Grant Fund to provide funding to public and private programs
designed to improve women's health. However, the Governor included $300,000 in a supplemental budget
to establish such an office in DHMH.

Other Women'sHealth |ssues

House Bill 1267 (passed), requires DHMH to provide reconstructive surgery services to a Breast Cancer
Program participant who has undergone a mastectomy. In addition, the Breast Cancer Program must cover



prostheses and any physical complications related to the mastectomy.
Abortion

Five bills relating to abortions were introduced in the 2001 session, but none were reported favorably out
of committee:

« House Bill 364 (failed) would have prohibited individuals from engaging or participating in the
"exploitation of aborted children™ or possessing a fetus or any fetal tissue resulting from a legal
abortion.

« House Bill 448 (failed) would have altered the law regarding giving a minor the legal capacity to
consent to medical treatment in certain life- or health-threatening situations.

« Senate Bill 643 (failed) would have prohibited a physician from performing abortions on unmarried
minors until 48 hours after the physician had given written notice of the pending procedure
personally or by certified mail to the minor's parent or guardian.

« Senate Bill 756 (failed) would have required each hospital or facility in which an abortion is
performed to report the abortion, without the name of the patient, to DHMH and for DHMH to
subsequently report to the General Assembly.

« Senate Bill 645 (failed) would have provided that consent to an abortion is voluntary and informed
only if, at least 24 hours prior to the abortion, the performing physician or the referring physician,
provides the woman with certain information.

Individuals with Developmental Disabilities

Reimbur sement for Community Providers

Senate Bill 432/House Bill 922 (both passed) require DHMH to increase the rate of reimbursement paid
to "community providers' of services to individuals with disabilities. The bills are in response to DHMH
reports that gaps exist between the salaries and benefits paid to front-line community workers and those
paid to State employeesin similar positions. The low wages and benefits have resulted in crises relating to
staff recruitment and retention in the care of the mentally ill, the developmentally disabled, and those
suffering with substance abuse addiction.

These bills are discussed in further detail in the Disabled subpart of Part M - Human Resources of this 90
Day Report.

Funding for the Developmental Disabilities Administration

Total fiscal 2002 funding for the Developmental Disabilities Administration (DDA) is $479 million. This
amount includes an additional $22.2 million in general funds and $11.3 million in federa funds to
implement the fourth year of the five-year waiting list initiative, the goal of which isto reduce the number
of individuals in the State waiting for community-based services. With this additional funding, DDA's
community services budget has increased by almost $130 million since the beginning of the initiative in
fiscal 1999. It is expected that the total cost of implementing the initiative will be about $144 million by
fiscal 2003, the final year of the initiative's phase-in.

The fiscal 2002 funding also covers the cost of new services as well as increases in provider rates. By the
end of fiscal 2003, DDA expectsto provide services to aimost 6,000 new clients, including almost 1,000
new clients in fiscal 2002. Services provided by DDA include residential placement, day programs, and in-
home support programs.



Community-Based Mental Health Services

Senate Bill 326/House Bill 1108 (both failed) would have required the program to reimburse a
community-based program or an individual health care practitioner that treats a person who is eligible
under both the program and under Medicare the entire program fee for outpatient mental health treatment,
including amounts withheld as a psychiatric exclusion and any copayment not covered under Medicare.

Senate Bill 328/House Bill 1247 (both failed) would have required that, beginning in fiscal 2003 and
annually thereafter, the fees that DHMH pays to reimburse community mental health service providers for
services rendered to an "eligible individual" would have had to have been adjusted annually, up to a
maximum of 5 percent, by the rate of change in the medical component of the Washington-Baltimore
metropolitan area Consumer Price Index.

Minors- Psychological Treatment

House Bill 928 (passed) provides that a minor has the same capacity as an adult to consent to
psychological treatment if, in the judgment of the attending physician or psychologist, the life or health of
the minor would be adversely affected by delaying treatment to obtain the consent of another individual.
The bill aso grants immunity from civil damages or criminal or disciplinary penalties to a psychologist, or
someone under the psychologist's direction, if the minor did not have capacity to consent to treatment.

Substance Abuse

Alcohol and Drug Treatment to Work Pilot Program

Under current law, participants in the Alcohol and Drug Treatment to Work Pilot Program administered by
the Alcohol and Drug Abuse Administration (ADAA) are eligible only for training to become a certified
lead abatement technician or for full-time employment in housing inspection or lead abatement services.
The law also restricts participation in the program to individuals between the ages of 18 and 34 years of

age.

House Bill 1166 (passed) expands the types of training or employment that individuals who participate in
the Alcohol and Drug Treatment to Work Pilot Program may receive, to include any training or
employment approved by the ADAA. To implement this expansion, the ADAA can consider contracting
with entities, such as the Department of Labor, Licensing, and Regulation, that are authorized to spend
federal training dollars under the Workforce Investment Act.

The bill aso eliminates the age restrictions on participation and extends the termination date of the
Alcohol and Drug Treatment to Work Pilot Program, from September 30, 2003 to September 30, 2005.

Certification of Treatment Programs

Senate Bill 350/House Bill 403 (both passed) require alcohol and drug abuse treatment programs that are
accredited by Joint Commission on Accreditation of Health Care Organizations (JCAHO) to obtain
certification from DHMH to provide services in the State. Under current law, alcohol and drug abuse
treatment programs that are accredited by JCAHO are not required to obtain certification from DHMH
unless requested to do so.

This legislation is a result of new federal regulations that will require the accreditation of all substance
abuse treatment programs that use methadone or other medication to treat heroin addictions. Maryland's
current exemption for JCAHO-accredited facilities could cause DHMH to lose its ability to regulate
methadone programs at the State level, to investigate complaints, and to respond to local concerns. Senate
Bill 350/House Bill 403 ensure that DHMH will retain its authority to regulate drug treatment programs at
the State level.



Food Products

House Bill 419 (passed) requires a person to obtain a permit before transporting a milk product and
redesignates milk haulers as bulk milk haulers/samplers for purposes of regulation. The bill establishes
fees for bulk milk hauler/sampler permits and milk transportation company permits, and imposes a per-
truck fee for milk transportation companies. The bill also provides that a person who is aggrieved by a
final decision of the Secretary of DHMH in a contested case relating to a milk permit may not appeal to
the DHMH board of review, but may take a direct judicial appeal.

House Bill 1097 (passed) increases, to 5 percent by volume, the maximum permissible amount of alcohol
that can be added to a confectionery product before the product is classified as adulterated food. A
confectionery that contains between 1.5 percent and 5 percent of acohol per volume may not be sold to
anyone under 21, and must state on its label that: (1) the saleto individuals under 21 years of ageis
illegal; and (2) the product contains alcohol up to 5 percent per volume.

Communicable Diseases/| mmunizations

Senate Bill 626/House Bill 1075 (both passed) create Immunet, a computerized information and reminder
system to coordinate immunization data from health care providers and improve the delivery of
immuni zations.

House Bill 420 (passed) adds 48 diseases -- including Legionnaire's disease (Legionellosis), Ebola (viral
hemorrhagic fever), and West Nile virus (infectious meningitis or infectious encephalitis) -- to the list of
diseases that the director of a medical laboratory must report within 48 hours to the county health officer
where the laboratory is located.

Emergency Medical Services

Senate Bill 38 (passed) expands the definition of "ambulance" to include a conveyance that is used to
provide aeromedical transport. The bill also requires the Emergency Medical Services Board, rather than
the Maryland Institute for Emergency Medical Services Systems, to adopt regulations necessary to
establish a periodic licensing system for ambulance services. The regulations must require that, in addition
to the driver, there be at least one individual in attendance during patient transport that is certified or
licensed for the appropriate level of care, or a greater level of care, needed to be rendered to the
transported individual.

Advisory Council on Heart Disease and Stroke

Senate Bill 330/House Bill 492 (both passed) rename the State Advisory Council on High Blood Pressure
and Related Cardiovascular Risk Factors to be the State Advisory Council on Reducing Death and
Suffering from Heart Disease and Stroke. The bills also increase the membership of the advisory council
from 16 members to 24 members, adding to the list of organizations from which members can be
appointed.

The advisory council isto target its educational programs to high-risk populations in geographic areas
where thereis a high incidence of heart disease and stroke, and those educational programs are to include
an emphasis on the importance of early detection. The advisory council's recommendations to DHMH for
guidelines for effective management and treatment are to cover primary prevention, as well as detection,
case finding, diagnosis, diagnostic work up, therapy, and long-term management.

Mortality Review Committee

House Bill 78 (passed) expands the duties of the Mortality Review Committee and the Office of Health
Care Quality (OHCQ), both within DHMH, to include the review of the deaths of individuals who were



residing in facilities or receiving services from any program approved, operated, or licensed by the Mental
Hygiene Administration (MHA). Current law only requires the review of deaths of individuals who were
residing in or receiving services from facilities licensed by DDA.

Under the bill, OHCQ may choose not to review a death if the circumstances are readily explained. OHCQ
may not review the care or services provided in an individua's private home, except to the extent needed
to investigate a licensed provider that offered services at that individual's home.

The bill also requires the Secretary of DHMH to report the death of any individual with a developmental
disability or a mental illness who resided in or was receiving services from any program or facility
licensed, operated, or approved by DDA or MHA to the Mortality Review Committee within 24 hours of
notification of the death. The administrative head of the program or facility where the individual died is
required to report the death immediately to the Secretary of DHMH.

Miscellaneous Health M easur es

Senate Bill 567/House Bill 513 (both passed) establish the Maryland Caregivers Support Coordinating
Council of Maryland within the Department of Human Resources. The council's purpose is to coordinate
statewide planning, development, and implementation of family caregivers support services.

House Bill 636 (passed) requires the reporting of benign central nervous system tumors to the Maryland
Cancer Registry operated by DHMH. Under current law, malignant brain and central nervous system
tumors must be reported by hospitals, and by physicians, freestanding laboratories, freestanding
ambulatory care centers, and therapeutic radiological centers that have the care of, or diagnose cancer in, a
non-hospitalized patient.

House Bill 1029 (passed) extends, from December 31, 2001 until June 30, 2002, the time by which the
Task Force to Study the Health Care Needs of Inmates in Transition from Correctional Institutions is
required to report to the General Assembly.

Health Occupations
Health Care Providers

Nursing

Nurse Practitioners: Nurse practitioners have been recognized, reimbursed, and used as primary care
providers under a variety of circumstances. Medicare, Medicaid, and the Veterans Administration
Maryland Health Care System all use nurse practitioners as primary care providers.

House Bill 473 (passed) will provide health maintenance organizations (HMO) with the option to provide
patient access to primary care services through nurse practitioners. The bill provides that the standards of
guality care for an HMO include requirements that:

« each member seen for a medical complaint be evaluated under the direction of a physician or nurse
practitioner;

« each member who receives diagnostic evaluation or treatment is under the direct medical
management of a physician or nurse practitioner;

« each member has an opportunity to select a primary physician or nurse practitioner; and
« an HMO must individually credential each nurse practitioner serving as a primary care provider.

The bill prohibits an HMO from maintaining a provider panel with more than 50 percent of its primary



care providers as nurse practitioners, or requiring or attempting to require a member or subscriber to select
or be seen by a nurse practitioner. The bill further clarifies that members or subscribers of an HMO are not
prevented from selecting their choice of a physician or nurse practitioner. For a more detailed discussion
of Nurse Practitioners on Health Maintenance Organization provider panels, see Part J - Health Insurance
of this 90 Day Report.

Certified Nursing Assistants: Senate Bill 146 (passed) alters the law governing the certification of
nursing assistants by the Board of Nursing. The bill strengthens the Certified Nursing Assistant (CNA)
certification program, established in 1999, and clarifies the licensing, duties, and behavioral
responsibilities of CNAs. Senate Bill 146 requires the board to expand the regulations to establish
categories of CNAs, as well as standards for qualification for certification. The bill adds CNAs to the list
of providers who are required to report to the board any action that could be grounds for disciplinary
action, and also adds CNAs to the list of providers who must be reported for similar actions. Additionally,
Senate Bill 146 requires the maintenance of a nursing aid registry in order to be in compliance with
federal law.

Nursing Scholarships. Four bills were introduced during the 2001 session to provide increased
scholarship aid to nursing students and address the critical shortage of nursesin Maryland. Senate Bill
618/House Bill 547 (both passed) increase the maximum annual and total award for a nursing scholarship.
Senate Bill 96/House Bill 727 (both passed) allow recipients of nursing scholarships to receive additional
scholarships, see part L - Higher Education - Scholarships and Financial Assistance.

Clinical Social Workers

House Bill 770 (passed) authorizes a clinical social worker to independently file and present a petition for
emergency psychiatric evaluation of an individual. This bill adds clinical social workers to the list of
individuals who may currently petition for emergency psychiatric evaluation, which includes physicians,
psychologists, police officers, and health officers and their designees.

Acupuncturists

Auricular detoxification is an acupuncture technique involving the needling of the human ear for the
purpose of assisting in the removal of toxic or addictive substances from the body. House Bill 1270
(passed) authorizes licensed nurses, psychologists, certified or licensed substance abuse counselors, or
licensed clinical social workers to perform auricular detoxification under the direct supervision of a
licensed acupuncturist. The bill provides that the licensed acupuncturist may supervise no more than three
individuals at one time, and that the auricular detoxification may only be performed in a clinical substance
abuse program, hospital, prison, outpatient clinic, or other board-approved setting.

M assage T her apists

In Maryland, individuals practicing massage therapy must be certified or registered with the State Board
of Chiropractic Examiners, with certain exceptions. Severa bills were introduced during the 2001 session
to address which individuals qualify for this exemption. Senate Bill 194 (passed) exempts the practice of
energy therapy from the definition of massage therapy, thereby providing that practitioners of modalities
such as Shiatsu, Polarity, Reflexology, and Reiki are not required to obtain certification or registration.
Two other bills, Senate Bill 582 and House Bill 1002 (both failed) provided for a similar exemption for
energy practitioners. House Bill 289 (passed) repeals the exemption for individuals practicing massage
therapy in health clubs and clarifies that the exemption for individuals working in beauty salons applies
only to individuals who provide cosmetology and esthetic services.

Occupational Therapists

In Maryland, there are more than 400 licensed occupational therapy assistants (OTAS). House Bill 318
(Ch. 65) permits an aide to provide assistance to the licensed OTAs with treatment related tasks, under the



direct supervision of the licensed OTAs. This assistance is intended to provide the OTAs with greater
flexibility in obtaining help when needed to create a safer environment for clients.

Phar macists

Senate Bill 772 (failed) would have authorized certain licensed pharmacists to enter into voluntary therapy
management agreements with a licensed physician, dentist, or podiatrist. Such agreements would have
authorized specified cooperative procedures such as the ordering of laboratory tests and other patient care
measures regarding drug therapy. The bill passed the Senate but was referred to interim study by the
House Environmental Matters Committee.

Professional Counselors and Therapists

Three bills introduced during the 2001 session addressed the need for a trainee status for counselors and
therapists so that individuals undergoing the licensure or certification processes have a mechanism through
which to obtain the required clinical experience.

Senate Bill 547/House Bill 522 (both passed) authorize a licensed graduate marriage and family therapist
and licensed graduate clinical professional counselor to practice marriage and family therapy or
professional counseling provided that the individual :

« has passed the appropriate national examination approved by the Board of Professional Counselors
and Therapists;

« isunder the supervision of alicensed clinical professional counselor, licensed clinical marriage and
family therapist, or another health care provider as approved by the Board; and

« isfulfilling the requirements for supervised experience.

Senate Bill 71 (passed) revises the law governing the certification and licensure of acohol and drug
counselors. The bill provides a trainee status to allow individuals to practice without licensure or
certification in order to fulfill experiential or course of study requirements under the supervision of a
certified or licensed professional. Additionally, the bill re-opens and extends the grandfather period for
waiver of certification to October 1, 2001, and expands the waiver criteria to include individuals
counseling in privately funded facilities certified by the Joint Commission on Accreditation of Health Care
Organizations (JCAHO).

Physician Assistants

Three bills were introduced during the 2001 session addressing the scope of practice of physician
assistants. House Bill 1068 (failed) would have made several modifications and clarifications to the statute
governing physician assistants including physician supervision, the administration of general anesthesia or
injecting anesthetics epidurally or intrathecally, and delegation agreements. Senate Bill 331 (failed) and
Senate Bill 428 (withdrawn) both attempted to limit the scope of practice of physician assistants by
prohibiting physician assistants from performing medical acts associated with anesthesiology.

Practice of Medicine/Dentistry

In response to concerns over the lack of oversight of Health Maintenance Organization medical directors
by the Board of Physician Quality Assurance (BPQA), Senate Bill 34 /House Bill 686 (both failed) would
have expanded the definition of "practice of medicine” to include a decision that a health care service,
proposed by a licensed or certified health care provider, is not medically necessary or appropriate.
Similarly, Senate Bill 33 (failed) would have expanded the definition of "practice of dentistry” to include
a decision that a dental service proposed by a licensed dental care provider is not medically or dentally
necessary and would have subjected the decision maker to the jurisdiction of the State Board of Dental



Examiners.
Health Occupations Boards

Board of Physician Quality Assurance

Two hills introduced during the 2001 session broadened the scope of BPQA's authority over medical
radiation technologists, nuclear medical technologists, and licensed respiratory care practitioners.

House Bill 423 (passed) requires hospitals and other health care employers to report personnel actions or
termination of employment of any medical radiation technologist or nuclear medical technologist to
BPQA. Thebill provides for optional reporting if the disciplinary action was due to drug or alcohol use
and the technologist voluntarily enters rehabilitation, which is similar to the reporting requirements within
the Board of Nursing. The bill also establishes a civil monetary fine of $5,000 for practicing medical
radiation or nuclear medical technology without a certificate. Further, the bill authorizes BPQA to suspend
a technologist's certificate on the filing of a certified docket entry with the board by the Office of the
Attorney General under certain circumstances.

House Bill 424 (passed) isidentical to House Bill 423, but applies to licensed respiratory care
practitioners under BPQA.

In response to concerns regarding the disciplinary procedures of BPQA, Senate Bill 280/House Bill 591
(both failed) would have atered the complaint investigation and hearing procedures for disciplinary cases
brought against physicians. The bills would have authorized the patient, or a custodian, guardian, or
personal representative of the patient, to bring an allegation of grounds for a disciplinary action or to be
interviewed in investigations. In addition, the bills would have prohibited BPQA from referring standard

of care cases for investigation by MedChi, the Maryland Medical Society, unless the patient or the patient's
custodian, guardian, or personal representative provides an affidavit.

State Board of Audiologists, Hearing Aid Dispensers, and Speech-L anguage Pathologists

House Bill 421 (Ch. 75) authorizes the State Board of Audiologists, Hearing Aid Dispensers, and Speech-
Language Pathologists to require a physical or mental examination of a licensee when the Board is
investigating an alleged disciplinary violation. The bill also amends the list of charges for which the board
may discipline a licensee. Eight other health occupations boards currently have this authority.

State Board of Physical Therapy Examiners

House Bill 865 (failed) would have established an Athletic Trainer Advisory Committee in the State
Board of Physical Therapy Examiners to provide minimum standards of competency for athletic trainers.
The bill would have required individuals to be licensed before providing athletic trainer services.

Sunset Extensions
Senate Bill 116 (Ch. 24)/House Bill 367 (passed) extend until July 1, 2013, the termination date for the
State Board of Examinersin Optometry. The Act was introduced in response to the recommendations and
findings of the sunset review and evaluation process conducted by the Department of Legislative Services
and will ensure the continuation of the board's mandated responsibilities of protecting the citizens of
Maryland through the regulation of the optometry profession.

Health Care Facilities and Regulation
Hospitals

Inspection and Oversight



House Bill 422 (Chapter 76) expands the authority of the Secretary of the Department of Health and
Mental Hygiene (DHMH) to monitor the implementation of plans of correction and to impose sanctions
for serious or life-threatening patient care deficiencies in hospitals and accredited residential treatment
centers.

Under current law, when a Maryland hospital is cited by the Health Care Financing Administration
(HCFA) and the Joint Commission on Accreditation of Health Care Organizations (JCAHO) for serious
and potentially life-threatening deficiencies in patient care services, DHMH has no authority to ensure that
any required corrective actions were being implemented.

The provisions of House Bill 422 expand the Secretary's authority to:
« impose a directed plan of correction;
« impose appropriate operating conditions;
« revoke or restrict a facility's license;

« monitor a corrective plan for a facility imposed after a finding of a serious or life-threatening
patient care deficiency cited by HCFA, JCAHO, or DHMH; and

« impose a civil monetary fine up to $10,000 per day per incident.
Uniform Emergency Security Codes

Senate Bill 338/House Bill 476 (both passed) require the Secretary of DHMH, in consultation with the
Association of Maryland Hospitals and Health Systems and the Maryland Association of Hospital Security
and Safety Directors, to develop a uniform set of emergency security codes for hospitals. There are a
variety of emergency security codes used by hospitalsto aert staff to emergencies such as a cardiac or
respiratory arrest, a fire, bomb threats, infant abductions, hostage situations, or hazardous material spills.
Emergency security code uniformity will enable a health care professional who works at several different
facilities to immediately identify the nature of an emergency and respond appropriately. Hospitals will
have two years after regulations are adopted to prepare for the implementation of the provisions of the
bills.

Certificate of Need - Cardiac Surgery; Obstetric Medical Services

Senate Bill 735/House Bill 1132 (both failed) and Senate Bill 182/House Bill 95 (both failed) revisited
the issue of alowing more hospitals to offer open heart surgery and obstetric medical services,
respectively. The bills would have exempted both services from the certificate of need (CON)
requirement, which is the primary method of implementing the State Health Plan. A CON is required
before a hospital can offer open heart surgery or obstetric medical service.

Long-Term Care Facilities

Innovationsin Aging Services Program

Senate Bill 535/House Bill 721 (both passed) establish the Innovations in Aging Services Program in the
Department of Aging (DOA). Under the program, the Secretary of Aging will be advised by a 14-member
Innovations in Aging Services Advisory Council on the development of an annual program plan to be
presented to the Governor and the General Assembly for approval as part of the State budget.

The program will provide grants to design and test innovative ideas in programs and services for older
individuals, publicly disseminate the results of the tests, and help meet the need for trained personnel to



provide services to seniors. The Secretary, with advice of the council, is authorized to award grants in
accordance with the priority goals approved by the Governor and the General Assembly. Funding for the
program grants can be augmented by other public and private sources.

Nursing Home Reimbur sement Increase

In accordance with Chapter 212 of the Acts of 2000, which expressed the General Assembly's intent that
the Governor increase funding for the Medicaid nursing home reimbursement formula by $10 million in
genera fundsin fiscal 2002 and another $10 million in fiscal 2003, the fiscal 2002 budget provides for a
$20 million ($10 million in genera funds and $10 million in federal matching funds) enhancement to the
formula. The additional funds will allow nursing homes to increase hours of direct care to residents, add
nursing staff, and bolster compensation for direct care workers. To reduce reliance on nursing homes for
long-term care services, the budget also includes $10.1 million to expand home- and community-based
services to an additional 1,000 people, bringing the total number of people served through this Medicaid
waiver program to 2,135.

Continuing Care Retirement Communities

House Bill 472 (passed) requires a continuing care agreement between a subscriber and a provider to
allow a subscriber to designate a beneficiary for receipt of any refundable portion of the entrance fee paid
by the subscriber. All designations must be on a form acceptable to the Department of Aging, in writing,
and witnessed by two or more competent witnesses. Any designation of a beneficiary must be non-
contingent and specified in percentages that will account for 100 percent of the refund due.

Health Care Commissions

Maryland Health Care Commission

Senate Bill 317/House Bill 366 (both passed) change the program evaluation dates of the Maryland
Health Care Commission (MHCC) and the Health Services Cost Review Commission (HSCRC) from July
1, 2002, to July 1, 2007. The bills are based on the recommendations of the preliminary evaluations of
these two health care commissions by the Department of Legidative Services (DLS). Generally, program
evaluation dates are extended for ten years; however, DL S recommended a five-year extension because
the health care industry standards may change significantly in the next ten years. The bills ensure that
these two health care commissions will continue to be reviewed under the Maryland Program Evaluation
Act ("sunset review"), a process that promotes accountability in government operations.

MHCC's entire budget is based on user fee assessments collected from health care providers, payors, and
practitioners. Chapter 702 of the Acts of 1999 required MHCC to study and make recommendations on an
appropriate funding level and user fee allocation among those currently assessed. MHCC recommended
that its user fee cap be increased by $1.75 million to a total of $10 million. The report noted that the recent
merger of two regulatory commissions did not produce the anticipated savings since tasks have not been
reduced.

House Bill 1032 (passed) made a number of modifications and clarifications in the law governing MHCC.
The bill: (1) increases the maximum total user fees that MHCC may assess from the current cap of $8.25
million to $10 million dollars; (2) adjusts the percentages of the annual assessment allocated to health care
facilities, payors, and health care practitioners; (3) clarifies that the annual user fee cap applies to the
maximum amount MHCC can assess in any fiscal year; (4) requires that assessments be allocated in
proportion to MHCC's workload attributable to each industry assessed; and (5) requires MHCC to develop
regulations to allow a waiver of assessments for health care practitioners. In developing regulations for
this waiver, MHCC is required to consider the hourly wage of health care practitioners and give
preference to exempting health care practitioners with an hourly wage substantially below that of other
health care practitioners.



Senate Bill 786/House Bill 652 (both passed) conform MHCC's statute to its actual responsibilities and
authority by making several modifications and clarifications, including:

« clarifying that the user fee assessed on insurance carriers to support activities be based on
"premiums earned" rather than "premiums collected;"

« adding a provision clarifying MHCC's statutory authority to impose reasonable fines on entities who
fail to report statutorily required information and reports,

« dividing the responsibility for the former State Health Plan between the Department of Health and
Mental Hygiene (DHMH) and MHCC by transferring responsibility for the development of the State
Public Health Plan to DHMH, while retaining responsibility for certificate of need (CON) specific
health planning within MHCC under the State Health Plan for Facilities and Services; and

« clarifying that local health planning agencies are now considered "interested parties’ for the purpose
of the CON application process.

Health Services Cost Review Commission

House Bill 733 (passed) increases the maximum total user fees that the Health Services Cost Review
Commission (HSCRC) may assess from the current cap of $3.5 million to $4 million dollars, and limits
any fiscal year increase to an amount equal to, or less than, the percentage increase of the user assessment
in the same fiscal year for all acute care hospitals. The bill also clarifies that the annual user fee cap
applies to the maximum amount HSCRC can assess in any fiscal year. Finally, the bill provides that
HSCRC may not increase its assessment until it reports on the future viability and financial condition of
Maryland's hospitals.

State Commission on Kidney Disease

House Bill 1242 (passed) alters the membership of the State Commission on Kidney Disease by requiring
that the three at-large members appointed by the Governor be medical specialists or other patient care
providers in the fields of nephrology or kidney transplants. The at-large members may not have any direct
ownership in renal dialysis or kidney transplant centers that do business with the State.

Quality of Care

Prevention of Adverse Medical Events

House Bill 1274 (passed) requires the Maryland Health Care Commission, in consultation with the
Department of Health and Mental Hygiene, to study the feasibility of developing a system for reducing the
incidences of preventable adverse medical events, such as administering the wrong medication, in
Maryland. For a more detailed discussion, see the Public Health - Generally subpart of this Part J.

Nursing Staff Agencies

Senate Bill 769/House Bill 626 (both passed) transfer the oversight of nursing staff agencies from the
State Board of Nursing to the Office of Health Care Quality (OHCQ). It does not, however, change the
current role and requirements of the board in regard to the licensing of nursing personnel. The bills require
anursing staff agency that provides nursing personnel on a temporary basis to be licensed by OHCQ.

OHCQ may inspect a nursing staff agency, or investigate a complaint, to verify that:

« nursing personnel referred by the agency are licensed or registered by the Board of Nursing and
have completed their continuing education requirements;



the agency has formulated and utilizes procedures related to its verification of nurses professional
qualifications and other job fitness criteria;

« the agency's complaint investigation procedures are adequate;

« the agency has formulated policies for communicating information to its employees about its
policies and procedures for standards of care; and

« the agency verifies drug tests and criminal background checks on nursing personnel when the hiring
facility requires them.

Senate Bill 769/House Bill 626 also require a nursing staff agency to warrant that it isin compliance with
applicable federal legislation. A nursing staff agency that isin violation of the provisions of the bills will
be subject to fines ranging from $2,500 per violation or per day for afirst offense, up to $5,000 per
violation or per day for a second offense, and up to $10,000 per violation or per day for a third or
subsequent offense.

Mental Health

Senate Bill 42 (Ch. 15) extends the termination date of Chapter 385 of the Acts of 1991, which provides
for the creation and use of clinical review panels to authorize the administration of psychiatric medication
to an individual without the individual's consent in an emergency or if the individual is hospitalized
involuntarily or committed by court order for treatment. The 1991 act is extended from June 30, 2001, to
June 30, 2005, which is the third time the act has been extended. An evaluation report recommending
reestablishment or termination of the act is required by January 1, 2004.

House Bill 752 (passed) requires residential mental health facilities and Veterans Administration
Hospitals to expand their aftercare plans to include discussion of advance directives. Advance directives
are written documents that allow people to make future health care choices -- such as taking medication --
in the event that they are physically or mentally unable to make them. Before the facility may release an
individual who has been accepted as a resident in the facility, the facility must notify the individual of the
advisability of developing an advance directive for mental health services. If the individual requests
assistance in developing an advance directive, the facility must assist the individual. A facility is
authorized to refer an individual to an appropriate community resource for assistance for the purpose of
developing an advance directive.

Health Maintenance Organizations
Nur se Practitioners

House Bill 473 (passed) requires health maintenance organizations (HMOs) to provide primary care
services through nurse practitionersin circumstances where HMOs currently provide access only through
physicians. For a more detailed discussion of House Bill 473, see the Health Occupations subpart of this
Part J.

Trauma Physicians

Senate Bill 728 (passed) requires an HMO to pay a claim submitted by a trauma physician for trauma
care rendered at a trauma center (as designated by the Maryland Institute of Emergency Medical Services
System) at the greater of: (1) 140 percent of the rate paid by the Medicare Program; or (2) the rate as of
January 1, 2001, that the HMO paid in the same geographic area for the same covered service to a
similarly licensed provider. Currently, an HMO isrequired to pay a non-contracting provider at the greater
of: (1) 125 percent of the rate the HMO pays in the same geographic region, for the same covered service,
to a similarly licensed provider under written contract with the HMO; or (2) the rate as of January 1, 2000



that the HM O paid in the same geographic region, for the same covered service, to a similarly licensed
provider not under written contract with the HMO.

An HMO may require a trauma physician not under contract with the HMO to submit appropriate adjunct
claims documentation and to include a provider number assigned to the trauma physician on the uniform
claims form submitted for payment.

M edical Director

House Bill 1040 (failed) would have subjected an HMO medical director to the disciplinary authority of
the Board of Physician Quality Assurance if the medical director had applied utilization management
procedures or policies in a manner that clearly violated appropriate and well-established standards of
quality medical care. There are currently 15 HMOs certified to operate in Maryland and 82 certified
medical directors.

Capitation Payments

Senate Bill 875/House Bill 1411 (both failed) would have required the Department of Health and Mental
Hygiene (DHMH) to annually adjust the capitation payments made to Medicaid managed care
organizations (MCOs) to reflect, at a minimum, current market reimbursement trends determined by an
independent actuary contracted by DHMH. The actuary would have to determine a market trend by
reviewing utilization of medical services provided by MCQOs, any increase in the cost of services within the
market, and any administrative changes to the Medicaid program.

Workers Compensation

Senate Bill 593/House Bill 941 (both failed) would have prohibited a health insurer, nonprofit health
service plan, or HMO (carrier) from delaying payment for services that could be covered under a worker's
compensation claim while the issue of compensability of the worker's compensation claim is being
determined. If an enrollee’'s medical condition were subsequently determined to be compensable, a carrier
could have sought reimbursement from the enrollee for whom payment was made.

Health Insurance
Prescription Drug Coverage for Seniors

In the absence of a prescription drug benefit provided by Medicare, a number of bills were introduced this
session to assist low-income and Medicare eligible individuals access to affordable prescription drugs. The
bills presented several different models for providing drug coverage or financial assistance to those
individuals who must pay for their prescription drugs out-of - pocket.

Senate Bill 236/House Bill 6 (both passed) establish or expand three different prescription drug programs
that help facilitate access to medically necessary prescription drugs for Medicare beneficiaries and low-
income Marylanders.

Maryland Pharmacy Discount Program

The bills create the Maryland Pharmacy Discount Program (MPDP) which allows Medicare beneficiaries
without prescription drug coverage to purchase medically necessary prescription drugs at the Maryland
Medical Assistance (Medicaid) reimbursement rate, less the amount of certain federally mandated
manufacturers rebates, from any pharmacy that participates in Medicaid. The bills require the Department
of Health and Mental Hygiene (DHMH) to submit an amendment to the State's existing demonstration
waiver to the federal Health Care Financing Administration (HCFA) to seek matching federal funds for
MPDP. MPDP aso provides State subsidies to certain individuals based on income levels. If HCFA



approves an amendment to the State's waiver, enrollees whose annual household income is at or below 175
percent of federal poverty guidelines would receive a 35 percent discount on the price of prescription
drugs.

If HCFA does not approve the waiver amendment, MPDP will be administered as part of the Maryland
Pharmacy Assistance Program (MPAP), instead of Medicaid, and will be open to Medicare beneficiaries
without prescription drug coverage whose annual household income is at or below 250 percent of federal
poverty guidelines. Under this "default" version of MPDP, an enrollee is entitled to purchase prescription
drugs at the MPAP rate, less the amount of any manufacturer's rebates. The rebates provided to MPAP are
not federally mandated and are less than the rebates provided under Medicaid. Individuals whose annual
household income is at or below 175 percent of federal poverty guidelines would receive a 25 percent
discount on the price of prescription drugs. The fiscal 2002 budget includes $4 million to support whatever
program is developed. This amount reflects a mid-year start-up.

Fiscal estimates note that annual revenues for Maryland's 1,300 pharmacies could decrease as a result of
the requirement that participating pharmacies sell drugs to MPDP enrollees at a discounted rate. In an
effort to mitigate any negative impact on pharmacies, the bills authorize participating pharmacies to charge
a $1 processing fee, in addition to the Medicaid dispensing fee of $4.21, for each prescription sold.
Further, increased sales volume as a result of MPDP discounts may also offset lost revenue.

Medbank Program

In addition, the bills create the Maryland Medbank Program patterned after a similar program that is
funded by a grant from the Maryland Health Care Foundation. Under the bills, the foundation is required
to administer the program and must contract with one or more government or nonprofit entities to operate
the program. The program will assist low-income individuals who lack prescription drug coverage by
accessing medically necessary prescription drugs through patient assistance programs sponsored by
pharmaceutical drug manufacturers. Medbank funds may be used in part to purchase interim supplies of
prescription drugs for individuals who have applied to a manufacturer's patient assistance program, but
have not yet received the drug. The bills require the foundation to ensure that Medbank is available to
residents in each geographic region of the State. The fiscal 2002 budget includes $2.5 million to support
Medbank.

Short-Term Prescription Drug Subsidy Plan

The bills expand the Short-Term Prescription Drug Subsidy Plan statewide to all Medicare beneficiaries
without prescription drug coverage whose annual household income is at or below 300 percent of federal
poverty guidelines. The bills: (1) increase the plan's enrollment cap from 15,000 individuals to 30,000
individuas; (2) reduce the monthly premium from $40 to $10; (3) eliminate the $50 deductible; and (4)
increase funding for the plan from $5.4 million to approximately $22 million (funding derived from health
insurance carriers participating in the Substantial, Affordable, and Available Coverage (SAAC) program).
DHMH isrequired to develop and implement an outreach program to encourage participation and the plan
administrator is required to notify each individual who lost prescription drug coverage under a Medicare +
Choice policy of the plan's existence and its ligibility criteria.

Studies

The bills adso require severa related studies, including an examination of the potential for volume
prescription drug purchasing through local health departments and federally qualified health centers, and
an analysis of the bills impact on both independent and chain pharmacies.

Other Prescription Drug Bills

Other bills that sought to address the lack of adequate prescription drug coverage failed in both houses.
However, severa of the concepts contained in these bills were incorporated in the bills that passed. House



Bill 1092 (failed) would have allowed a Medicare-€ligible person who earned less than 250 percent of the
federal poverty level to purchase prescription drugs at 87 percent of the Medicaid reimbursement rate. In
addition, this bill and Senate Bill 239 (failed) would have each provided catastrophic prescription drug
benefits to an individual who had large out-of -pocket expenses on prescription drugs in the past year.
House Bill 587 (failed) would have expanded the Maryland Pharmacy Assistance Program to include an
individual who earned up to 300 percent of the federal poverty level and would have established an 11-
member board responsible for setting maximum prices at which prescription drugs could be sold in
Maryland. House Bill 687 (failed) would have expanded the Short-Term Prescription Drug Subsidy Plan
to include Medicare-eligible individuals living in Central Maryland. House Bill 30 (failed) would have
provided an income tax credit to individuals who are at least age 62 for 50 percent of prescription drugs
expenses. Senate Bill 126/House Bill 1232 (both failed) would have allowed Medicare-€ligible
individuals to purchase prescription drugs at the Medicaid reimbursement rate. Senate Bill 268 (failed)
would have established a program to assist low-income individuals who lack prescription drug coverage
by accessing medically necessary prescription drugs through patient assistance programs sponsored by
pharmaceutical drug manufacturers.

Nonprofit Health Entity Accountability

There are eight states that have enacted mandatory community benefit laws for nonprofit health entities.
Of these, three have established minimum expenditure guidelines for community benefits as a condition of
state or local tax-exempt status.

There are 48 hospitalsin Maryland, and of these, 47 operate as nonprofit hospitals. In addition, there are
nine nonprofit health service plans licensed in Maryland, the largest of which is CareFirst BlueCross
BlueShield of Maryland. Under current law, nonprofit health service plansin Maryland are exempt from
the 2 percent tax on gross direct premiums that almost every other insurer, including the Maryland
Automobile Insurance Fund, is required to pay. Nonprofit hospitals in Maryland are exempt from State
income and real property taxes.

House Bill 15 (passed) establishes a process to monitor the community benefit activities of nonprofit
health benefit plans and hospitals. It requires nonprofit hospitals to submit an annual community benefit
report to the Health Services Cost Review Commission (HSCRC) detailing the community benefits
provided during the preceding year. HSCRC is required to compile the reports and issue an annual
nonprofit hospital community health benefit report. Community benefits include:

« health services provided to vulnerable or underserved populations such as Medicaid, Medicare, or
Maryland Children's Health Program (MCHP) enrollees,

« financial or in-kind support provided to public health programs,

« donations of funds, property, or other resources that contribute to a community priority;
« health care cost containment activities; and

« health education, screening, and prevention services.

In addition, House Bill 15 requires each nonprofit health service plan that insures 10,000 covered lives or
more to file a premium tax exemption report with the Maryland Insurance Administration (MIA)
demonstrating that the plan has used funds, equal to the value of the premium tax exemption provided to
the plan, in a manner that serves the public interest. If the Insurance Commissioner determines that the
nonprofit health service plan does not meet minimum regquirements, the plan has one year to comply.
Failure to comply will subject the plan to the State's premium tax, if required by an act of the General
Assembly.

Conversion of CareFirst BlueCross BlueShield of Maryland



This session, several bills addressed the issue of CareFirst BlueCross BlueShield of Maryland's possible
conversion to, or acquisition by, a for-profit entity. If CareFirst chooses to convert, it is required to
distribute the fair value of its public or charitable assets to the Maryland Health Care Foundation. The
foundation was established in 1997 (Chapter 180 of 1997) as a charitable, nonprofit organization to
support efforts to increase and improve access to quality health care for the uninsured, underinsured, and
medically underserved residents of Maryland. The foundation awards grants to help fund programs that
expand access to health care for Marylanders without health insurance. If CareFirst converts to a for-profit
entity, it is estimated that the company would be required to transfer between $500 million and $2 billion
in charitable assets to the foundation.

House Bill 1042 (passed) creates the Maryland Health Care Trust in the event that an acquisition of a
nonprofit health service plan or a nonprofit health maintenance organization (HMO) occurs and, as a
result, the foundation receives a distribution of assets. The foundation is the trustee, and the trust consists
of the public and charitable assets received by the foundation as a result of the acquisition of a nonprofit
health service plan or HMO approved by the Maryland Insurance Administration on or after June 1, 2001.

The trust accepts and retains assets for future initiatives aimed at improving the health status of Maryland
residents. Assets may only be expended to implement acts of the General Assembly that specifically direct
the use of trust assets. Interest accrued before July 1, 2002, not exceeding $10 million, may be used by the
foundation. Annual reports regarding the trust are due to the General Assembly.

The bill also repeals the requirement that MIA consider whether the acquisition of a nonprofit health
service plan or nonprofit HMO has been approved by at least two-thirds of the certificate holders who
have voted on the acquisition.

House Bill 1041 (failed) would have required the foundation to perform a study to identify the unmet
health care needs of Maryland citizens and the most effective means of addressing those unmet needs if
the foundation had received a distribution of charitable assets due to the acquisition or conversion of a
nonprofit health service plan or HMO.

Mandated Health Benefits

Mandated health insurance benefits are health care services that must be covered in a health insurance
policy or contract. Depending on the mandate, a commercial insurance carrier, nonprofit health service
plan, HMO, or dental plan organization must provide the benefit. Currently, Maryland has 36 mandated
benefits or offerings for services and provider reimbursement.

Mandated benefits impact health insurance premiums. Legislation passed by the General Assembly in 1999
(Chapter 582) established a statutory affordability cap on mandated benefits of 2.2 percent of Maryland's
average annual wage. According to the Maryland Health Care Commission’'s (MHCC) 2000 report, the full
cost of existing mandates is just under 2.0 percent of Maryland's average annual wage. If MHCC
determines that the full cost of mandated benefits meets or exceeds the affordability cap, the commission
isrequired by law to perform a comprehensive evaluation of each existing mandate and to present this
evaluation to the General Assembly for its consideration. The following mandates passed the General
Assembly during the 2001 session.

Hearing Aids for Minors

Senate Bill 615/House Bill 160 (both passed) require a carrier to provide coverage for hearing aids for
minor children if the hearing aids are prescribed, fitted, and dispensed by a licensed audiologist. A carrier
may limit the benefit to $1,400 per hearing aid, once every 36 months.

Colorectal Cancer Screening



Senate Bill 100/House Bill 190 (both passed) require a carrier to provide coverage for colorectal cancer
screening in accordance with the latest screening guidelines issued by the American Cancer Society. A
carrier may impose a copayment, coinsurance, or deductible requirement if these cost-sharing
requirements are imposed for similar coverages under the same policy or contract. Colorectal cancer isthe
third leading cause of cancer-related deaths in the U.S. The five-year survival rate is 90 percent for people
whose cancer is found and treated in an early stage. Only 37 percent of colorectal cancers are found early
enough to treat successfully.

Morbid Obesity - Surgical Treatment

Senate Bill 522/House Bill 675 (both passed) require a carrier to cover surgical treatment of morbid
obesity. A carrier must cover gastric bypass surgery or another surgical method that is recognized by the
National Institutes of Health (NIH) as effective for the long-term reversal of morbid obesity and consistent
with criteria approved by NIH. Approximately 1.5 percent to 2.0 percent of the American population is
morbidly obese and approximately 0.5 percent to 1.0 percent of morbidly obese patients elect to have
surgery, at an average cost of $20,000 per procedure. MHCC's December 2000 study of mandated health
benefits projects that utilization levels could quadruple when this coverage becomes a mandated benefit.

Maryland Medical Assistance Program Expansion

House Bill 5 (failed) would have expanded Medicaid and created a new Low-Income Working Parents
Health Care Program in DHMH.

The Medicaid expansion would have provided comprehensive medical care and other health benefits for
parents who have: (1) a dependent child living with them; and (2) an annua household income at or below
100 percent of the federal poverty level. Eligibility for the program would have been phased in over two
years, expanding to parents with incomes at or below 75 percent of the federal poverty level in fiscal 2002
and parents with incomes up to 100 percent of the federal poverty level in fiscal 2003.

The Medicaid expansion was contingent upon DHMH obtaining an amendment to the existing State
Medicaid plan from HCFA that would allow the State to use federal matching funds for the program. If the
amendment had been granted, the Medicaid expansion would have been funded 50 percent by State funds
and 50 percent by federal funds, subject to the limitations of the State budget.

The Low-Income Working Parents Health Care Program would have provided comprehensive health care
services to parents who have: (1) a dependent child living with them who is enrolled in either the
Medicaid or MCHP program; and (2) an annual household income at or below 150 percent of the federal
poverty level. The program was contingent upon DHMH obtaining a Section 1115 waiver from HCFA that
would allow the State to use enhanced federal matching funds to implement the program. If the waiver had
been granted, the program would have been funded with 35 percent State funds and 65 percent federa
matching funds, subject to the limitations of the State budget.

For an additional discussion of Medical Assistance issues, see the Public Health - Generally subpart of
this Part J.

Small Group Market Reforms

In light of the increasing costs of providing employer-based health insurance coverage, several bills were
introduced this session to examine health insurance benefits offered in the small group market. These hills
sought to reduce the cost of providing small group insurance policies. The Comprehensive Standard Health
Benefit Plan (CSHBP) is a standard health benefit package that carriers must sell to small businesses
(fewer than 50 employees). CSHBP includes guaranteed issuance and renewability, adjusted community
rating with rate bands, and the elimination of pre-existing condition limitations. In order to maintain
affordability, the average CSHBP premium rate per employee must remain below 12 percent of



Maryland's average wage. In 1999, Maryland's annual wage average was $34,470, resulting in a premium
affordability cap of $4,136 per employee. In 1999, the average cost per employee was $3,648, or
88.19 percent of the affordability cap.

An actuarial report on CSHBP estimates that premiums will continue to rise significantly faster than wages
in 2000 and 2001. Projected 2001 financial results indicate that the average premium will hit 97.5 percent
of the affordability cap. In anticipation of increasing premium rates, the Maryland Health Care
Commission (MHCC) has revised the benefit structure of CSHBP to make it more affordable to small
group employers. After the changes to CSHBP have been implemented on July 1, 2001, MHCC projects
that 2001 average premium rates should be approximately 89.4 percent of the affordability cap.

Senate Bill 457/House Bill 695 (both passed) require MHCC to contract with an independent consultant
to study Maryland's small group health insurance market, comparing its reform law to other states. The
consultant must meet with, and provide periodic updates to, an independent advisory committee comprised
of small employers and other interested parties. The study must include: (1) a comparative analysis of the
benefits offered under Maryland's CSHBP, including a comparative analysis of the benefits of similar
coverage offered in other states; (2) the affordability of CSHBP based on the rating factors used in
Maryland's small group market to make coverage under the plan more affordable and accessible to small
businesses in Maryland. MHCC must report its findings to the Governor and the General Assembly by
January 1, 2002.

House Bill 1050 (failed) would have changed the affordability cap for CSHBP offered to small employers
from 12 percent to 10 percent of Maryland's average annual wage.

House Bill 516 (failed) would have changed the community rating requirements for the CSHBP. An
insurer, nonprofit health service plan, or HMO would have been able to provide a discount to a small
business as based on reduced claim expenses that result from lower than average tobacco use or other
behavior that has been demonstrated to reduce the frequency or complexity of medical care. Any rate
discount would have to be supported by actuarial principles and approved by the Maryland Insurance
Commissioner. House Bill 1185 (failed) would have changed the community rate setting requirements as
well, allowing a carrier to provide a discount to a small business based on the number of eligible
employees enrolled in the health benefit plan.

House Bill 517 (failed) would have required MHCC to adopt regulations that specify a modified health
benefit plan with a high deductible. The modified health benefit plan would not have to be offered in
combination with a medical savings account.



Part K
Natural Resourcesand Agriculture

Natural Resources
Land Preservation

GreenPrint

Several programs in the State, including Program Open Space, Rura Legacy, and the Maryland
Agricultural Land Preservation Foundation (MALPF), relate to the preservation and conservation of land.
In 2000 Governor Glendening announced plans for a new land preservation program, the Maryland
GreenPrint Program, aimed at protecting a network of ecologically valuable lands. New computer-based
assessment, mapping, and targeting tools would be used to help identify the most strategic acquisitions.
The five-year goal of the program is to protect 50,000 acres.

House Bill 1379 (passed) establishes the Maryland GreenPrint Program in the Department of Natural
Resources (DNR). The purpose of this five-year program is to create a statewide green infrastructure
network by acquiring property and property interests, including easements, in a manner that complements
existing conservation programs. Maryland's green infrastructure contains roughly two million acres of
undeveloped land and is characterized as a system of "Green Hubs' (large habitat areas typically hundreds
of acresin size) that are linked together by linear corridors of land referred to as "Green Links." With
specified exceptions, DNR may use program funds to acquire real property interests in the network and
provide grants to local governments and land trusts to acquire real property interests in the network. DNR
must identify areas that form the green infrastructure network, publish the results, and periodically review
and update the identification of the network. Plans for any purchase involving over $2 million must be
submitted to the budget committees of the General Assembly for review and comment. Additionally, DNR
must report on expenditures made through the program to the Governor and the General Assembly by
November 1 of each year.

Twenty-five percent of the total funds appropriated for the program must be spent on the acquisition of
easements on agricultural land within MALPF-approved districts that contain land within the green
infrastructure network. For purposes other than purchasing easements under MALPF, DNR must, to the
extent possible, give priority to counties in which DNR holds a real property interest in less than nine
percent of land.

A property or property interest may not be acquired by use of State or local condemnation authority. A
landowner who participates in the program may reserve the ability to engage in silviculture (forestry-
related) practices as provided by the bill. Unless each affected local government approves an acquisition of
property or a property interest located within its jurisdiction, DNR may not utilize program funding related
to an acquisition. The fiscal 2002 budget includes $35 million for the GreenPrint Program.

House Bill 1379 represents one part of the Governor's Smart Growth initiative for 2001. Other segments
for 2001 include the creation of the Office on Smart Growth to provide overall coordination for the Smart
Growth program; the Community Legacy Program, designed to fill funding gaps in existing community
development programs so that neighborhoods are revitalized; and an investment of funds to expand
community parks and public transportation. For a more detailed discussion of the Office of Smart Growth,
see the Environment section of this part of this 90 Day Report. For a more detailed discussion of the
Community Legacy Program, see Part H - Economic and Community Development of this 90 Day Report.
For a more detailed discussion of enhanced funding for public transportation, see Part G - Transportation
and Motor Vehicles of this 90 Day Report.



Program Open Space

Program Open Space (POS) was established by the General Assembly in 1969 to expedite the acquisition
of outdoor recreation and open space and to accelerate the development of outdoor recreational facilities.
POS provides for both State and local acquisition and development. The amount of funds that a local
jurisdiction may use for development projectsis, in general, half of its annual apportionment. Local
jurisdictions may use up to 75 percent of their funds provided that local acreage goals are met. Local
recreation acreage goals are designed to encourage counties and municipalities to acquire sufficient land to
meet the current and future active recreational and open space needs of their residents.

House Bill 404 (passed) increases the maximum percentage (from 75 percent to 100 percent) of POS
funds that a local government may spend on development projects once it has attained its acreage
acquisition goals. The bill is effective through September 30, 2006.

Enhanced Funding for Community Parks and Playgrounds

The Community Parks and Playgrounds program in the Department of Natural Resources (DNR) is one of
the Governor's Smart Growth initiatives in the fiscal 2002 budget. The program is a three-year initiative
and is funded at $11 million for fiscal 2002. Competitive grants to local governments will be used to
rehabilitate, expand, or improve existing parks. Funds for the program will be targeted to older
neighborhoods and intensely developed areas throughout the State.

Vessels and Waterway | mprovement

Vessals

Vessel Operations: DNR has been regulating the operation of personal water craft (PWCs) since 1994, but
has not been able to address specific issues in particular waterways. According to DNR, under current law
it must restrict vessels of all types and sizes in order to address complaints associated with PWCs. Senate
Bill 471/ House Bill 73 (both passed) require DNR to adopt regulations prohibiting the operation of
PWCs above idle speed in any area of water with a depth of less than 18 inches. The bills also authorize
DNR to adopt regulations limiting the use of PWCsin any area of water with a depth of less than one
meter. According to experts on PWCs and natural resources, limiting the operation of PWCsto idle speeds
in shallow waters will reduce water turbidity and reduce the disruption of submerged aquatic vegetation
beds.

Senate Bill 770 (passed) prohibits, with specified exceptions, a person from operating or permitting the
operation of a recreational vessel lessthan 21 feet in length if a child under age seven is aboard, unless the
child is properly wearing a persona flotation device.

Abandoned Vessels: There has been an increase in the number of abandoned boats in the waters of the
State which, according to DNR, is causing a hazard to navigation as well as to the environment. The
current process for removing vessels can be lengthy, cumbersome, and costly. In an effort to aid owners of
public and private docks or boatyards by speeding up the process to remove vessels which are left on their
property without permission, Senate Bill 74/House Bill 114 (both passed) reduce the length of time, from
180 days to 90 days, that a vessel must remain at a private marina, a private boatyard, a private dock, or at
or near waters edge on private property without consent in order to be declared "abandoned.” The bill also
requires DNR to send a certified mail notice to the owner of the abandoned vessdl at least 15 daysin
advance of seizing an abandoned vessel.

Boat Excise Tax: Recommendations by the Marine Economic Development Task Force were addressed
through Chapter 485 of 1998, which, as amended by Chapter 276 of 2000, modified the definition of "fair
market value" to exclude from the calculation of the boat excise tax the value of any vessel that is traded
in as part of a sale by alicensed dealer. The trade-in provision was enacted in an attempt to create a



positive stimulus to boat sales in Maryland. Under current law, the trade-in provision terminates June 30,
2001. House Bill 696 (passed) provides for the continuation of a deduction of the value of a trade-in
vessel from the boat excise tax by repealing the termination date for the definition of "fair market value.”

Waterway | mprovement Fund

Under current law, local jurisdictions may only receive complete financing of marine construction projects
if the costs total $50,000 or less annually. Any project costs over $50,000 must be matched on a 50/50
basis. Some counties choose to provide the match, and others choose to complete the project in more than
one year (so as to have DNR finance the project completely). In an effort to expedite the completion of
local marine construction projects, House Bill 771 (passed) increases, from $50,000 to $100,000, the costs
for specified marine construction projects that the Waterway Improvement Fund may finance completely.

The Chesapeake Bay, Rivers, and Streams
Shore Erosion Control

The General Assembly established the Shore Erosion Control Program and the Shore Erosion Construction
Loan Fund in 1968 and 1970, respectively, to provide technical and financial assistance to property owners
with shoreline or streambank erosion problems.

The Attorney General's Counsel to the General Assembly, in consultation with the counsels for the
Department of Budget and Management and the Department of Natural Resources (DNR), recommended
that the Shore Erosion Control Law be amended to clearly provide that special funds principally derived
from the fund and other funds can be used in support of nonstructural shore erosion control projects as
loans or grants. Currently, the law is being interpreted as restricting nonstructural shore erosion control
projects only to general fund appropriations. Current law also restricts the maintenance of the fund to
appropriations of general funds. In an effort to address these concerns, House Bill 200 (passed) specifies
that DNR may use any type of funds appropriated in the budget for nonstructural shore erosion control.
The bill a'so modifies the allowable uses of the Shore Erosion Control Construction Loan Fund by
providing that, in addition to interest-free loans, the fund may be used to provide grants. The bill also
allows any type of funds to be appropriated for maintenance of the fund.

Lighting Efficiency and Light Pollution

Recently, concerns have been expressed that public funds are spent on lighting that is not optimally
efficient, does not enhance public safety, and causes light pollution. Light pollution is the glare from
outdoor lighting that diminishes people's ability to see properly in the nighttime environment. Various
State and local agencies have separately examined lighting policies to evaluate the possibility of increasing
efficiency and reducing cost and pollution. House Joint Resolution 14 (passed) establishes a 23-member
task force to study the cost, extent, causes, and consequences of current public lighting standards and
policies, light pollution, and the benefits of aternative policiesin Maryland.

Hunting and Fishing
Blue Crab Management

The blue crab is one of the most important species harvested in the Chesapeake Bay and generates
approximately $90 million in economic benefit to the State. In the past several years, the blue crab harvest
has decreased substantially. According to the Maryland Department of Natural Resources (DNR), about 57
million pounds of blue crab were landed in 1993; in 1999, landings of blue crab totaled only about 32
million pounds. In 2000, Maryland's crab harvest hit a record low, with watermen landing a reported

15.3 million pounds between April and September, the first six months of the season. As a result of the
decreasing harvest, crab management was an important issue during the 2001 legidlative session.



Commercial Harvesting Restrictions

House Bill 1021 (passed) requires the DNR to adopt regulations requiring each commercial crab licensee
to declare a Sunday or Monday as a day off for the license year. This declared day off must be clearly
displayed on the individual's license and vessel. House Bill 1021 provides for certain holiday weekend
exemptions to the day off provisions. Additionally, DNR may adopt regulations that alow the department
discretion to establish alternate days off for a licensee other than a Sunday or Monday. The bill authorizes
DNR to restrict licensees from crabbing on certain days of the week, and to the extent possible these
restrictions must be based on considerations that may not discriminate unfairly among groups of fishermen
or have allocation as its sole purpose. The bill terminates on May 31, 2004. DNR has proposed emergency
regulations establishing the commercial crabbing day off provisionsin the bill.

Recreational and Commercial Crabbing Licenses

Senate Bill 514/House Bill 772 (both passed) are emergency bills that modify provisions relating to
noncommercial and commercial crabbing licenses and establish a recreational crabbing license and a
recreational crabbing boat license.

Concerning commercial crabbers, the bills prohibit DNR from adopting regulations to:

« restrict tidal fish licensees who catch crabs to less than an eight-hour work day, excluding time for
setting and taking up gear;

« establish time restrictions on tidal fish licensees using trotline gear for setting and taking up gear;
and

« prohibit a tidal fish licensee from obstructing the cull ring of a hard crab pot at any time of the year
in order to catch peeler crabs.

Concerning recreational crabbers, the requirement to obtain a recreational crabbing license is based on the
gear to be used. An individual must obtain a license if the individual uses up to 1,200 feet of trotline, up to
10 edl pots, or more than 10 but fewer than 30 collapsible traps or net rings or a combination of more than
10 but fewer than 30 collapsible traps and net rings. An individual may not set gear to catch crabs for
recreational purposes until at least one-half hour after the work day begins for commercial crabbers. The
bills provide an exemption from obtaining a recreational crabbing license for: (1) an individual using other
specified gear; (2) an individual under the age of 16; (3) an individual crabbing in a public crabbing area
as authorized by DNR; (4) an individual crabbing from a licensed recreational crabbing boat or
Chesapeake Bay Sport Fishing boat; and (5) an owner (or guest) of private shoreline property for catching
crabs for recreational purposes, subject to specified limitations.

Senate Bill 514/House Bill 772 are intended to reduce the recreational crabbing effort and generate
revenue to determine the annual catch and the impact of recreational crabbing on the blue crab resource.
DNR must deposit all fees received for recreational crabbing licenses to the credit of the Fisheries
Research and Development Fund to be used for research, independent studies of the crab fishery, and
enforcement. Exhibit K.1 shows daily catch limits for licensed and unlicensed individuals and boats. The
bills provide that an individual licensed to provide services as a fishing guide or to fish recreationally in
the Chesapeake Bay may possess any number of peelers or soft crabs for the purposes of fishing.

Further, the bills establish a recreational crabbing boat license to alow a boat owner to catch crabs for
recreational purposes anywhere in the Chesapeake Bay. The bills specify an annual fee of $15 for a boat
license. Agents will retain $1.50 for each boat license issued. DNR must issue a recreational crabbing
license at no charge to a boat owner who purchases a boat license. Aslong as one individual on the boat
has a recreationa crabbing license, other individuals do not need to be licensed.



Exhibit K.1
Recreational Crabbing Catch Limits

Combination
Hard Crab ||Peeler/Soft Crab|| Peeler/Soft Crab
License Category Catch Limit || Catch Limit Catch Limit
Individua with a 1 bushel; and (|2 dozen; or a combination of 2
Recreational Crab dozen
License (per
licensee)
Licensed 1 bushel; and (|2 dozen; or a combination of 2
Recreational dozen
Crabbing Boat -
with no licensees
on board (per boat)
Licensed 2 bushels; and||2 dozen; or a combination of 2
Recreational dozen
Crabbing Boat -
with 2 or more
licensees on board (per boat)
Unlicensed Boat - 2 bushels; and||4 dozen; or a combination of 4
with 2 or more dozen
licensees on board
(per boat)
Fisheries
Fishing Guides

House Bill 1341 (passed) authorizes DNR to issue a limited fishing guide license that allows a license
holder to guide: (1) anglersin up to three boats or vessels that have one or two occupants and are
propelled by oars or paddles; (2) up to ten anglers fishing from shore or on foot in the water or; (3) any
number of anglers who are participating in an educational or recreational program sponsored by a State,
local, or municipal government and who are fishing from shore or on foot in the water. A person may not
accept any consideration for services as a fishing guide licensed pursuant to the bill unless the person and
all persons being guided possess an angler's license or a Chesapeake Bay sport fishing license.

A recreational angler under the guidance of a limited fishing guide in tidal waters may not catch or
possess striped bass in specified tidal waters. Additionally from March through May 31, a recreational
angler under the guidance of a limited fishing guide in tidal waters may not catch or attempt to catch
striped bass in spawning areas and rivers.

Fishing Licenses

House Bill 445 (passed) exempts a person who catches or sells specified finfish for use as live bait from
obtaining a commercial tidal fish license from DNR, provided that the finfish is not subject to a
management plan or regulation by DNR. Additionally, the bill requires DNR to submit to the General
Assembly a report with recommendations concerning the need for management or regulation of bait fish
harvested or sold in Maryland by December 1, 2002. The bill abrogates on September 30, 2003.

Senate Bill 73 (Ch. 20) requires any person to whom a commercial tidal fish license has been temporarily
transferred to have in possession the approved application to transfer the license whenever engaged in any



licensed activity. This legislation also requires a person to whom such a license has been temporarily
transferred to allow any police officer to inspect the application.

House Bill 968 (passed) adds a caregiver, family member, or designee of a mental health facility to the
existing angler's license exemption for a patient of a mental health facility. This exemption applies only if
the individual accompanies the patient and brings a copy of a professional license or certificate of a health
care professional involved in the care of the patient, or a letter stating that the caregiver or family member
isthe primary caregiver of the patient.

Fisheries Management Plan

Maryland's Coastal Bays Watershed Conservation and Management Plan recommended the devel opment
of fishery management plans that are specific to coastal bays. Accordingly, House Bill 357 (passed)
authorizes DNR to apply fishery management plans, separately or jointly, to the waters of the Chesapeake
Bay and its tidal tributaries, the coastal bays and their tributaries, and the Maryland waters of the Atlantic
Ocean. The Secretary may not prohibit the use of pound net sites in the costal bays that are registered with
DNR as of January 1, 2000. The bill also provides that the regulations to implement fishery management
plans for the coastal bays may not become effective until DNR holds public hearings in Worcester County.
Further, House Bill 357 requires DNR to develop a fishery management plan for hard shell clams.

Oysters

The oyster fishery has declined in recent years. The State currently produces seed oysters to be used in
aquaculture and to support the commercial fishery.

House Bill 921 (passed) enables aquaculturists to catch their own spat, rather than rely completely on
purchasing seed oyster from the State. It requires DNR to adopt regulations that alow the use of
suspended devices and material devices placed on the bottom to catch oyster spat for use on a leased
oyster bottom by a lessee. The bill also modifies a current provision relating to catching oyster spat by
suspended means by providing that, in accordance with regulations, a lessee may catch spat using cultch
material on strings, trays, bags, or similar devices so long as they do not interfere with navigation.

In 1999 the General Assembly passed severa bills relating to power dredging for oysters and the
establishment of oyster sanctuaries in designated areas of Calvert, Dorchester, Somerset, and St. Mary's
counties. According to DNR, during the promulgation of regulations, several technical errors were
discovered. House Bill 732 (passed) is intended to correct technical errors in certain sections of codified
and uncodified law relating to power dredging for oysters and accompanying sanctuaries.

Non-Native Species
Transgenic and Genetically Altered Species

Introducing non-native species into Maryland waters could have a detrimental effect on marine resources.
Once introduced, non-native species can multiply quickly and establish a sizable community that is hard to
eradicate. In the 2001 session, the General Assembly passed two bills restricting the introduction of such
Species.

House Bill 189 (Ch. 54) prohibits the DNR from issuing an aquaculture permit for the raising of a
"transgenic" species or a genetically altered species unless the permit limits the operation to waters of the
State that do not flow into any other body of water, and the operation is constructed in a manner that
assures that transgenic or genetically altered stocks are precluded from entering any other waters or
contaminating other aquatic species of the State. The bill abrogates on September 30, 2006.

Prohibiting the Import of Non-Native Crab Species



House Bill 319 (passed) authorizes DNR to limit or prohibit the importation, use, catching, or possessing
of three non-native crab species -- the green crab, Japanese shore crab, and Chinese mitten crab -- that
would be harmful to aguatic species in the State's ecosystems.

Mute Swans

Mute swans also are a non-native species, and biologists are concerned about the long-term effect of mute
swans on the ecology of the Chesapeake Bay. Mute swans feed primarily on submerged aquatic vegetation
year-round, depleting the food source for migratory birds such as the tundra swan and black duck.

House Bill 728 (passed) requires that DNR establish a program to control the population of mute swans.
This program may include the managed harvest of adult mute swans and the solicitation of licensed
hunters to participate in the managed harvest of adult mute swans.

Hunting

Deer Hunting at Federal Facilities

House Bill 1000 (passed) authorizes DNR, upon written request from a federal facility, to grant, modify,
or deny a request to vary the deer hunting seasons. Federal facility means federal land in the State and
includes military bases, national wildlife refuges, and units of the National Park System. The bill also
specifies a fee of $5 for each bonus deer stamp issued to an individual hunting deer on a federal facility.

Environment
Office of Smart Growth

In 1992 the General Assembly adopted the Economic Growth, Resource Protection, and Planning Act
(Chapter 437 of the Acts of 1992) establishing the State Economic Growth, Resource Protection, and
Planning Policy and reconstituting the State Planning Commission as the State Economic Growth,
Resource Protection, and Planning Commission. The 1992 Act attempted to implement statewide growth
management in a cooperative manner between the State and local governments.

The Smart Growth Act of 1997 (Chapter 759 of the Acts of 1997) built upon the State policy adopted
under the 1992 legislation by focusing State spending in those areas that provide the most efficient and
effective use of taxpayer dollars and support and revitalize existing neighborhoods and rural villages.
Beginning October 1, 1998, the State is prohibited from providing funding for any growth-related project
not located within a priority funding area, with specified exceptions.

The Smart Growth Act requires local governments to certify priority funding areas with the assistance of
the Department of Planning and to submit a map and description of its priority funding areas to the
Department of Planning. Further, the Department of Planning is required to establish a process to review
projects by appropriate State agencies.

Since 1997 Maryland's Smart Growth program has been expanded to include the Rural Legacy Program,
which protects large, contiguous tracts of rural lands; the Brownfields Voluntary Cleanup and
Revitalization Incentive Program; the Job Creation Tax Credit; and the Live Near Y our Work Program,
which provides cash incentives for people to work and live in targeted neighborhoods.

Senate Bill 204/House Bill 302 (both passed) represent one part of the Governor's Smart Growth
legidative package for 2001. The bills establish an Office of Smart Growth in the executive branch and
establish the existing Smart Growth Subcabinet in statute. The Special Secretary of Smart Growth will
head the Office of Smart Growth. The office will:

« promote interagency consensus and cooperation on projects that are consistent with the State's Smart



Growth policy;
« provide education and information to the public on Smart Growth; and

. facilitate the development of comprehensive redevel opment projects with local governments,
developers, and the public.

The office is designed to be a "one-stop” shop for local governments, nonprofit organizations, devel opers,
and members of the public to learn about Smart Growth and its various associated programs. The fiscal
2002 budget includes $405,132 to establish the office.

Other segments of the Governor's Smart Growth initiative for 2001 include the GreenPrint Program,
designed to enhance current land preservation efforts; the Community Legacy Program, designed to fill
funding gaps in existing community development programs so that neighborhoods are revitalized; and an
investment of funds to expand community parks and public transportation. For a more detailed discussion
of the GreenPrint Program and enhanced funding for community parks and playgrounds, see the Natural
Resources section of this part of this 90 Day Report. For a more detailed discussion of the Community
Legacy Program, see Part H - Economic and Community Development of this 90 Day Report. For a more
detailed discussion of enhanced funding for public transportation, see Part G - Transportation and Motor
Vehicles of this 90 Day Report.

Disposal of Dredged Material

Dredged material is collected as a result of the need to periodically dredge the bottom of the major
approach channels to the Port of Baltimore, as well as the port itself, to ensure that these waterways are
deep enough to allow ships to enter and exit without scraping the bottom. According to the Maryland Port
Administration (MPA), about four to five million cubic yards of material has to be dredged from the
Chesapeake Bay annually to maintain shipping channels to Baltimore. Over time, the amount of dredged
material is expected to increase to accommodate the increasing size of new ships.

According to MPA, the total amount of dredged material that will need to be disposed of from fiscal 2001
to fiscal 2020 is approximately 109 million cubic yards. Current placement capacity at existing sitesis
estimated at approximately 66 million cubic yards. MPA is currently updating its strategic plan for
dredged material management. According to MPA, over 20 options are being considered; however, the
genera outline of the new plan is as follows:

« overload existing sites over the next five years to accommodate planned dredging projects;

« address near term capacity needs by modifying Poplar Island to create new capacity, studying the
possible development of small beneficial use projects at Parson's Island and/or Eastern Neck I1sland,
and considering placement at a sand and gravel pit in Cecil County and/or placement at designated
ocean sites,

« addresslong-term capacity needs by evaluating large scale beneficial use placement sites; and

« evaluate one or more containment sites within Baltimore Harbor for placement of inner harbor
materials.

Following several years of controversy over the former plan to use Site 104 for the open water placement
of dredged material, Senate Bill 830/House Bill 1317 (both passed) represent an agreement between the
Maryland Department of Transportation and the environmental community on prohibiting the use of open
water disposal of dredged material. The bills establish a high-level executive committee to provide
oversight in the development of the State's dredged material plan and to make recommendations on
placement sites. These placement sites will be chosen based on a specified hierarchy. The bills state that
open water placement of dredged materials will be prohibited after 2010 and possibly earlier if other sites



can be activated. The bills aso allow for continued temporary open water placement at Poole's Island,
with the caveat that this site will cease to be used for open water placement no later than December 21,
2010, and will not receive more than 7.4 million cubic yards of dredged material.

Several other bills relating to the placement of dredged material were introduced during the 2001 session.
House Bill 527 (Ch. 83) directs the Governor to appoint a Cox Creek Citizens Oversight Committee to
monitor the redeposit of Anne Arundel County tributary spoil and other spoil in the Cox Creek area, hear
and dispose of complaints lodged by individuals affected by the redeposit of such spoil, and appoint a
member to serve as a liaison to the Innovative Use Advisory Council, which was established as a result of
the 2000 Joint Chairmen's Report.

House Bill 72 (failed) would have prohibited the placement of dredged material at Site 104. House Bill
1254 (failed) would have limited the future placement options for dredged material to historical or natural
islands. Senate Bill 480/House Bill 402 (both failed) would have prohibited the Maryland Department of
the Environment (MDE) from approving the redeposit of dredge spoil (except for Anne Arundel County
tributary spoil) within five miles of MPA's Cox Creek dredge disposal site in Anne Arundel County.
House Joint Resolution 22 (failed) would have urged that open water dumping of dredged material into
the Chesapeake Bay and its tributaries should be prohibited unlessit is used to restore natural islands or
wetlands, including Pool€'s Island.

Air Quality
Permits and Standing

Effective August 2, 1996, the U.S. Environmental Protection Agency (EPA) granted Maryland interim
approval of its air quality operating permit program under Title V of the federal Clean Air Act. In order to
receive full EPA approval of its Title V program, Maryland must submit a package of proposals to correct
deficiencies identified in the interim approval. In its interim approval notice, the EPA stated that
Maryland's standing provisions must be amended to provide standing to all persons who would have
standing to seek judicial review of air quality permit decisions under Article 111 of the U.S. Constitution.
According to MDE, standing is the final issue that Maryland must address in order to obtain full approval
of its Title V program. Maryland must submit a complete corrective package to the EPA by June 1, 2001.
If the EPA has not granted full approval by December 1, 2001, it will implement and enforce a federal
permits program for the State.

House Bill 1427 (failed) would have addressed EPA's concerns by expanding standing for judicial review
of Title V air quality permit decisions. The bill also would have: (1) expanded standing for judicial review
with respect to permitsto construct for those sources that are required to obtain a permit to operate under
Title V; and (2) prohibited MDE from requiring an opportunity for a contested case hearing with respect
to these same permitsto construct.

House Bill 203 (failed) also was introduced to address EPA's concerns. The bill would have expanded the
parties who have standing to seek judicial review of Title V air quality permit decisions,

House Bill 1188 (failed) would have amended current provisions relating to contested case proceedings
and judicial review of final decisions for various permitsissued by MDE. Specifically, the bill would have
expanded standing for persons to seek contested cases of permit decisions and judicial review. The bill
also would have subjected additional permits to contested case proceedings and judicial review, and would
have modified the appeal process for specified permits.

Indoor Air Quality

During the energy crisisin the 1970s, buildings were designed with better insulation in an effort to reduce
energy costs. However, buildings sealed to preserve conditioned air also preserved and concentrated air
contaminants released by building components and operations. The ventilation systems also became



breeding grounds for microorganisms, resulting in the recirculation of contaminated air.

Senate Bill 283 (passed) establishes a 20-member Task Force on Indoor Air Quality to study the nature,
location, and extent of health and environmental risks posed to workers as a result of molds, spores, and
other toxic organisms located in the heating, ventilation, and air conditioning (HVAC) systems of office
buildings.

Water Quality
Water Supply and Sewer age Systems

Aging sewerage systems and combined sewerage overflows in Maryland have discharged millions of
gallons of raw sewage into the Chesapeake Bay's tributaries in recent months, resulting in the release of an
unknown quantity of nutrients into the Chesapeake Bay. Concern has been raised that public notification
of these incidents was not provided in a timely manner.

In an effort to address those concerns, Senate Bill 418/House Bill 276 (both passed) require the owner or
operator of any sanitary sewer system, combined sewer system, or wastewater treatment plant to report to
MDE in a specified manner any sewer overflow or treatment plant bypass that resultsin a direct or
potential discharge of raw or diluted sewage into the surface waters or ground waters of the State. MDE,
in cooperation with the Department of Health and Mental Hygiene (DHMH), local health departments,
and local environmental health directors, must develop procedures for requiring owners and operators to
provide public notification of a sewage overflow.

In addition to the timely reporting of sewage spills, also of concern is the cost of upgrading the sewerage
systems in order to reduce the number of sewage spillsin the State. Local governments generally bear the
financial burden for upgrading aging sewerage infrastructure. The costs to address the current problemsin
Maryland have been estimated to range from $500 million to $1 billion. Senate Bill 174/House Bill 12
(both failed) would have established a task force to study the costs of upgrading sewerage systemsin the
State. While these bills failed, the Governor signed an Executive Order in March 2001 that established
such atask force.

In an effort to further the improvement of water and sewerage systems, House Bill 431 (Ch. 78)
authorizes the Sanitary Commission in Allegany County to establish assessments to pay the cost of capital
improvements to a water or sewerage system.

Under current law, when a large parcel of land is divided into two smaller parcels, both the small building
lot and the large remaining parcel are required to meet all requirements for septics installation at the time
of subdivision, including percolation testing that may be required by local environmental health agencies.
Difficulties arise when a farmer wants to break off a small lot for a child or to sell alot. In order to reduce
the testing requirements while still protecting public health and the environment, Senate Bill 539 (passed)
modifies the definition of "subdivision®, as applied to water supply and sewerage system requirements in
Carroll County, to exclude a remainder parcel of land of 25 acres or more that exists as a result of the
division of alarge parcel into at least two smaller parcels provided that any occupied dwelling on the
remainder parcel is serviced by a properly functioning sewerage disposal system and potable water supply.

Penalties for Drinking Water Violations

MDE is responsible for the primary enforcement (primacy) of the federal Safe Drinking Water Act
(SDWA) in Maryland. To meet the primacy conditions related to enforcement of the SDWA, MDE is
required to adopt a mechanism for assessing administrative penalties on all public water systems. If the
State fails to adopt such administrative penalty authority, it could lose primacy as well as a significant
amount of federal funds. To address the issue, Senate Bill 16 (passed) establishes a graduated
administrative civil penalty system for violations of drinking water provisions for public water systems.
The maximum administrative civil penalty that may be imposed by MDE is based on the population of the



area being served by a supplier of water.
Sediment and Erosion Control

To provide soil conservation districts with more authority with respect to sediment control plans, House
Bill 1066 (Ch. 97) authorizes MDE to enter into contractual agreementsto allow a soil conservation
district to inspect sites for compliance with approved sediment control plans. MDE may not allow a
district to inspect sites over which a county or a municipality has been delegated enforcement authority.

Patuxent River

Chapter 746 of the Acts of 1980 established the Patuxent River Commission. The commission, local
governments, and the General Assembly adopted the original Patuxent River Plan in 1984. Any
amendments to the plan must be approved by the General Assembly through resolution. In November 1997
the commission adopted an addendum to the plan to address the future management of the watershed.
Senate Joint Resolution 7/House Joint Resolution 9 (both passed) provide for the approval of the "1997
Addendum" as an amendment to the Patuxent River Policy Plan.

Solid Waste Disposal

Transfer Stations

A transfer station is a place or facility where waste materials are taken from one collection vehicle (for
example, compactor trucks) and placed in another transportation unit (for example, over-the-road tractor-
trailers, railroad gondola cars, barges, or ships) for movement to other solid waste acceptance facilities.
Recently, concern has been expressed regarding the location of a proposed transfer station near Bowie
State University in Prince George's County.

House Bill 1154 (passed) seeks to address these concerns by prohibiting the Secretary of the Environment
from issuing any permit to construct or operate a transfer station in Prince George's County for the
disposal of solid waste within two miles of Bowie State University. The bill also prohibits a person from
constructing or operating a transfer station in Prince George's County within two miles of Bowie State
University. The bill does not apply to the operation, construction, reconstruction, replacement, expansion
or material alteration or extension of a transfer station that was operating on January 1, 2000. The bill does
not prohibit the issuance of a permit that is necessary for the operation, construction, reconstruction,
replacement, expansion, or material alteration or extension of a transfer station that was operating on
January 1, 2000.

Rubble L andfills

Currently, the district council of Montgomery County and the district council of Prince George's County,
in their zoning regulations, may provide that the board of zoning appeals, the district council, or an
administrative office or agency designated by the district council may either grant or deny special
exceptions and variances to the provisions of the zoning regulations in harmony with their general
purposes and intent. If a development company does not receive approval for its rubble landfill the first
time, it can reapply in two years. If denied a second time, the company may reapply every four years.
Currently, there are two proposed rubble landfills pending before the Prince George's County Council.

House Bill 826 (passed) prohibits the district council of Prince George's County from approving a specia
exception to construct or operate a rubble landfill at a site if an application for such a special exception
was previously denied on or after October 1, 1981. The bill also requires a three-fourths mgjority vote of
the district council of Prince George's County to approve a special exception to construct or operate a
rubble landfill in the county.

Scrap Tires



Generaly, under current law a person may not store scrap tires or dispose of scrap tiresin a landfill. Scrap
tire haulers, collection facilities, other specified facilities, and recyclers are required to be licensed by
MDE. Current law authorizes MDE to seek an injunction or bring a civil action against violators of the
scrap tire law. MDE also may impose administrative penalties. In order to deter the illegal dumping of
scrap tires and to strengthen the enforcement powers of the State, House Bill 481 (Ch. 82) prohibitsa
person from disposing of scrap tires except through a licensed scrap tire hauler or by delivering the tires to
an approved facility. The Act establishes criminal penalties for violations of this new prohibition as well
as for violations of specified provisions of current law governing the disposal of scrap tires.

Mercury Pollution

Mercury is a naturally occurring element that is found in air, water, and soil. In small quantities, it can
conduct electricity, measure temperature and pressure, and act as a catalyst in industrial processes.
However, it does not degrade and is not destroyed by combustion; rather, it is a persistent and toxic
pollutant that bioaccumulates in the environment. Accordingly, mercury can reach dangerous levelsin fish,
even when released in small quantities. Consumption of mercury-contaminated fish poses a significant
health threat. While some of the mercury in the environment comes from natural sources, recent studies
suggest that anthropogenic sources account for the majority of mercury releases into the environment.
Federal and state agencies across the nation are exploring efforts to curtail the use of mercury in order to
focus on prevention opportunities.

To address mercury use in Maryland, House Bill 75 (passed) prohibits a marketer, with specified
exceptions, from selling or providing a fever thermometer containing mercury to a consumer except by
prescription beginning October 1, 2002. Beginning October 1, 2003, a primary or secondary school, with
specified exceptions, may not use or purchase for use elemental or chemical mercury in a primary or
secondary classroom. MDE must provide outreach assistance to schools and implement a public education,
outreach, and assistance program relating to mercury in the environment. Also beginning October 1, 2003,
all State agencies must give preference to products and equipment that are mercury free or contain the
least amount of mercury necessary to meet performance standards.

Lead Poisoning

Chapter 411 of the Acts of 1994 established the Lead Paint Poisoning Prevention Program in MDE. The
program provides limited liability relief for owners of rental property built before 1950 and others in
exchange for the reduction of lead hazards in these older rental properties. It also provides limited
compensation for children poisoned by lead. Despite the efforts of State and local agencies and their
private partners, lead paint remains a severe health issue, as indicated by the 772 cases of lead poisoning in
1998. House Bill 1163 (passed) amends provisions of the lead law by expanding the requirements of
landlords, modifying current provisions regarding the assessment of penalties related to violations of
registration requirements, and expanding reporting requirements relating to blood tests for lead poisoning.
The bill aso establishes administrative penalties for violations of the blood test reporting requirements and
modifies the membership of the Lead Poisoning Prevention Commission.

Noise Control

MDE establishes noise control standards. In general, political subdivisions may not establish standards less
stringent than MDE's. MDE's noise program operates on a complaint basis; currently, only one inspector is
assigned to the program. Senate Bill 376 (passed) requires MDE to employ two noise inspectors to
enforce its sound level limits and noise control regulations. The bill authorizes a noise inspector to issue a
civil citation with a maximum penalty of $500 to any individual found in violation of sound level limits
and noise control regulations.

Senate Bill 869/House Bill 1423 (both passed) relate to the ability of local jurisdictions to establish noise



control rules and regulations affecting shooting sports clubs in certain counties. For a more detailed
discussion of the bills, see Part F - Courts and Civil Proceedings of this 90 Day Report.

Agriculture
Agricultural Land Preservation

The Maryland Agricultural Land Preservation Foundation (MALPF) was created by the Maryland General
Assembly to preserve productive agricultural land and woodland. The Maryland Agricultural Land
Preservation Program preserves land for agricultural use by purchasing easements from landowners. The
landowner retains use of the land for agricultural purposes but may not use the land in a manner
incompatible with agriculture. Since the program's inception over 20 years ago, approximately 185,000
acres have been preserved.

Inclusion of Smaller Farms

House Bill 131 (passed) reduces from 100 acres to 50 acres the minimum size of a farm that may
participate in the Maryland Agricultural Land Preservation Program. Under current law, a farm must
generally be at least 100 acres to qualify for inclusion in an agricultural district unless: (1) the farm abuts
an existing property with an MALPF easement; (2) the farm adjoins agricultural land that is also subject to
restrictions, and the total of all the land is at least 100 acres; or (3) the land is of extraordinary agricultural
capacity and of significant size.

Natural Gas Rights

House Bill 376 (passed) prohibits MALPF from requiring an owner of natural gas rights to subordinate
those rights to a MALPF easement if MALPF determines that the exercise of natural gas rights will not
interfere with an agricultural operation conducted on land in the agricultural district. This bill only applies
to land in Garrett County or Allegany County. Under current law, MALPF will purchase an easement on a
farm only if the owner or lessee of any mineral rights subordinates those rights to the foundation's
easement. In Western Maryland, because many mineral rights owners are unwilling to subordinate their
rights to the foundation, many farms cannot participate in the program.

Termination of Easements
Under current law, a MALPF easement may only be terminated 25 years from its

purchase. After 25 years have passed, a landowner may request that an easement be reviewed for possible
termination, after which MALPF will determine whether profitable farming is feasible and vote on the
termination. Two bills, House Bill 616 and House Bill 988 (both failed) would have amended the law on
termination of easements. House Bill 616 would have prohibited a landowner from terminating a MALPF
easement purchased after July 1, 2002. House Bill 988 would have removed the 25-year time limit that a
landowner is required to wait before requesting that an easement be reviewed for termination. Although
both bills failed, the Joint Subcommittee on Program Open Space and Agricultural Land Preservation will
study termination of easements during the 2001 interim.

Cover Crop Cost Share Program

The Cover Crop Cost Share Program, created through the budget during the 1998 session, provides
financial assistance to farmersto plant cover crops that will absorb residual nutrientsin the soil and protect
water quality. Under the program, Maryland farmers who plant small grains such as rye, wheat, oats, and
barley are eligible for reimbursement. The current program is limited to the Eastern Shore, and the
appropriation for this program for fiscal 2001 was $2 million. In fiscal 2001, the Maryland Department of
Agriculture (MDA) received applications totaling a requested $3.5 million. According to MDA and



University of Maryland scientists, expanding the cover crop program statewide and funding the program at
$6 million will reduce five million pounds of nitrogen annually.

Senate Joint Resolution 12/House Joint Resolution 7 (both passed) urge the Governor: (1) to expand the
Cover Crop Cost Share Program to include the entire State; and (2) to include a sufficient amount in the
annual State budget to fund the program statewide. The Joint Resolutions also encourage MDA to explore
the availability of federal funding for the program. The General Assembly agreed to increase the
appropriation for cover crops to approximately $2.5 million for fiscal 2002.

Antibiotic and Hor mone Use

Recent media releases have reported increasing resistance of infections to antibiotics among the human
population, and to the growing need among doctors to administer stronger antibiotics to treat infections in
their patients. The resistance of bacteria to antibiotics has been linked both to misuse and to overuse of
antibiotics. Misuse occurs when a human patient stops taking a prescribed drug as soon as the patient feels
better rather than completing the full prescription. This can immunize the bacteria that have been exposed
to the antibiotic but have not yet been killed, allowing the bacteria to come back with resistance to the
antibiotic when treated a second time. Overuse of antibioticsin humans and the use of similar antibiotics
in animals also have been observed to increase the exposure of bacteria to antibiotics and consequently to
increase the occurrence of antimicrobial resistance.

There are differing reports on what percentage of the nation's antibiotics are used for agriculture. A report
by the Union of Concerned Scientists states 70 percent, while a report by the National Academy of
Sciences states 40 percent.

Senate Bill 692/House Bill 740 (both failed) would have required the Secretary of Agriculture to prepare
an annual report about the types and amounts of antibiotics and hormones used in agriculture in the State.
The report would have been required to include information about antibiotics and hormones given to: (1)
animals raised for direct human consumption; and (2) animals raised to produce other products for human
consumption, such as eggs or milk. House Bill 740 has been referred to interim study by the
Environmental Matters Committee.

Maryland Egg Law

House Bill 969 (failed) would have altered the Maryland Egg Law in several ways.

« Thebill would have authorized MDA to regulate shell eggs that have been treated with new
technologies, such as pasteurization or ionizing radiation to eliminate bacterial contamination.

« The bill would have prohibited the use of the term "fresh” for treated eggs.

« House Bill 969 also would have clarified MDA's authority to regulate eggs donated to church
groups, soup kitchens, food banks, and similar organizations. Under current law, a person is
prohibited from selling, advertising, or offering shell eggs unless they meet quality, grade, and size
classification standards. This bill would have added "donating” to the prohibition.

« Thishill also would have given MDA the authority to set quality standards. Under current law, the
State standards for quality of individual or grades of shell eggs must be the same as the USDA. This
bill would have allowed MDA to establish its own standards.

« The bill would have authorized MDA to impose civil penalties of up to $5,000, revoke registration,
and/or issue stop sale orders for violations of the Maryland Egg Law.

House Bill 969 has been referred to interim study by the Environmental Matters Committee.



Tobacco Crop Conversion (Southern Maryland Regional Strategy-Action Plan)

In November 1998, Maryland along with other states entered into the Master Settlement Agreement
(MSA) with tobacco manufacturers. Under the agreement the State will receive annua payments on April
15 of each year for perpetuity or until cigarettes are no longer shipped in the United States for
consumption. Through fiscal 2003, the State will also receive an annua payment on January 11 of each
year. Beginning in fiscal 2008, and through 2017, the State will receive strategic contribution payments.
Currently the legal feesfor the outside counsel are in dispute. Until the legal fees are resolved 25 percent
of every payment is being held in escrow.

Narrative in the 1999 Joint Chairmen's Report specifies that in future years (after fiscal 2001), 5 percent of
the funds available to the Cigarette Restitution Fund are to be appropriated annually for implementation of
the Southern Maryland Strategy-Action Plan for Agriculture. Exhibit 1 shows, under the Administration's
assumptions for the Cigarette Restitution Fund (CRF), 5 percent of the available payment for
implementation of the Southern Maryland Regional Strategy-Action Plan for Agriculture. The
Administration's assumptions include settlement of the legal fees at a 9 percent rate paid by the Statein
fiscal 2003, and annual declines in cigarette consumption of 2 percent. Exhibit 1 also shows the 5 percent
calculation if the legal fee issueis not resolved before the end of fiscal 2006.

Exhibit 1
Fundsfor Implementation at 5% of Available M SA Payments
($in Millions)
Fiscal Year L egal Fee|ssue Resolved L egal Feelssue Unresolved
2002 $6.3 $6.3
2003 115 6.3
2004 6.7 5.6
2005 6.8 5.6
2006 6.9 5.7

The Southern Maryland Regional Strategy-Action Plan currently has four basic components: buyout
programs; infrastructure; agricultural land preservation; and administration. The current plan uses most of
the funding for two buyout plans: (1) a ten-year plan at $1.00 per pound; and (2) a transition plan at $1.50
per pound for five years. However, the Tri-County Council can change the plan at any time. By February
2001, contracts for a buyout plan of five or ten years are in place for approximately 4 million pounds of
tobacco; farmers with an additional 3 million pounds have applied for the buyout program but do not have
contracts.

Because the legal fee issue remains unresolved there is a concern that in future years the 5 percent funding
level will not provide sufficient funds for the tobacco buyout program. Senate Bill 532/House Bill 1193
(both passed) alow the issuance of up to $5 million in general obligation bonds per year for six years for
use in implementing the Southern Maryland Regiona Strategy-Action Plan. The bonds may only be issued
if the funding provided by the Cigarette Restitution Fund for the plan is not sufficient, and the issuance
does not count towards the debt affordability limit in each of the fiscal years. The bonds would be issued
in June of fiscal 2003 through 2008 for use by the Tri-County Council in implementing the plan in fiscal
2004 through 2009. The Maryland Department of Agriculture, in consultation with the State Treasurer,
must develop a repayment schedule to reimburse the general fund within eight years after the last issuance
for the principal and issuance costs of any debt issued. The department must also report to the General
Assembly before October 1 each year on the implementation of the Southern Maryland Regional Strategy-
Action Plan including the use of any general obligation bonds.






Part L
Education

Education - Primary and Secondary

Education Finance, Equity, and Excellence Act of 2001

The Maryland Constitution requires the State to provide a thorough and efficient system of free public schools. To satisfy this requirement,
the State will provide approximately $2.6 billion to local school systemsin fiscal 2002. State funding for public schoolsis the largest
component of the State's general fund budget, accounting for approximately 30 percent of general fund revenues. For a detailed discussion
of Stateaid for education See Part A - Overview of State Assistance to Local Governments - in this 90 Day Report. Even with this strong
commitment to funding public schools, concerns have been raised over the equity and adequacy of the State's education funding programs.

In the fall of 1999, the Commission on Education Finance, Equity, and Excellence was established to review the State's current education
funding formulas and accountability measures. The commission released an interim report in December 2000 outlining several
recommendations for the 2001 session. The commission recommended that State education funding be enhanced by $133.4 million in fiscal
2002, including $42.3 million for special education, $22 million for transportation of disabled students, and $69.1 million for programmatic
enhancements. In addition, the commission recommended that certain education funding that terminates after fiscal 2002 continue into fiscal
2003. The commission's recommendations were incorporated into Senate Bill 719 (passed).

Senate Bill 719 continues $252.6 million in mandated State aid to local school systems in fiscal 2003 that otherwise would have terminated
after fiscal 2002. In addition, the Governor must continue to provide a minimum funding level for several education programs including
special education, academic intervention, teacher mentoring, Judith P. Hoyer Early Child Care and Education Enhancement Program, early
education initiatives, and reconstitution-eligible schools. The bill also alters the allocation method for $7.5 million in funding for the
Academic Intervention and Support Program and extends the final reporting deadline for the Commission on Education Finance, Equity,
and Excellence from October 15, 2000 to October 15, 2001. In accordance with the legislation, the commission will terminate on May 31,
2002. ExhibitsL.1 and L .2 show the funding continued in fiscal 2003.

Extension of State Education Funding That was Scheduled to Terminate After Fiscal 2002

At the 1997 session, the General Assembly passed legislation Senate Bill 795 (Ch. 105) restructuring the management of the Baltimore City
Public School System. Specificaly, the legislation: (1) established a Baltimore City-State Partnership grant, additional poverty grants, and
an aging schools program; (2) enhanced State funding for the limited English proficiency and extended elementary education programs; and
(3) provided Baltimore County with additional funding for teacher mentoring, Montgomery County with additional funding for gifted and
talented programs, and Prince George's County with additional funding for magnet schools.

At the 1998 session, the General Assembly passed |egislation that created the School Accountability Funding for Excellence (SAFE)
Program, which provided additional targeted State funding for education programs serving at-risk students. Specifically, the legisiation: (1)
established a new targeted improvement grant, elementary school library grant, and teacher development program; (2) enhanced State
funding for the limited English proficiency, aging schools, and extended elementary education programs; and (3) provided Prince George's
County with additional funding for effective schools, a pilot integrated student support services project, and teacher certification initiatives.

These two hills have provided over $668 million to local school systems over a five-year period. In fiscal 2002, State funding under the two
bills totals $154 million. State funding, however, is currently scheduled to expire after fiscal 2002. Senate Bill 719 extends $155.5 million in
State funding that is mandated by these two bills through fiscal 2003, including $50 million for the Baltimore City-State Partnership grant.
Senate Bill 719 also mandates that an additional $20.5 million that is included in the fiscal 2002 budget for school reform effortsin
Baltimore City be provided in fiscal 2003 as well.

Exhibit L.1
State Education Funding That Expires After Fiscal 2002 - Estimated Cost in Fiscal 2003

Fiscal 1998 Fiscal 1999 Fiscal 2000 Fiscal 2001
Teacher Salary Challenge Program (SB 810/HB 1247) $0 $0 $0 $35,038,002
Baltimore City - State Partnership Grant
SB 795 30,000,000 50,000,000 50,000,000 50,000,000
SB 810/HB 1247 0 0 0 8,000,000
Additional Poverty Grants- SB 795 16,563,360 16,563,360 16,563,360 16,563,360
Limited English Proficiency Grant
SB 795 1,903,500 1,903,500 1,903,500 1,903,500
SAFE 0 15,327,250 16,500,000 16,800,000
Tafgeted Improvement Grant (SAFE) 0 20,645,706 21,400,458 21,813,201
Extended Elementary Education Program
SB 795 3,290,000 3,290,000 3,290,000 3,290,000
SAFE 0 4,365,761 4,365,761 4,365,761
Teacher Development/Mentoring Grants
Teacher Development Grant (SAFE) 0 5,488,000 5,616,000 5,712,000
Baltimore County Teacher Mentoring Grant (SB 795) 2,400,000 2,400,000 2,400,000 2,400,000
Baltimore County Teacher Development Grant (SAFE) 0 5,000,000 5,000,000 5,000,000
Prince George's County Teacher Development Grant (SAFE) 0 2,000,000 2,000,000 2,000,000
Prince George's County Teacher Certification Grant (SAFE) 0 2,500,000 2,500,000 2,500,000
Statewide Teacher Certification/Development Initiatives (SAFE) 0 500,000 500,000 500,000
Aging Schools Program
SB 795 4,350,000 4,350,000 4,350,000 4,350,000
SAFE 0 6,020,000 6,020,000 6,020,000
School Libraries Grant (SAFE) 0 2,549,838 2,721,423 3,000,000

Other Grants

Fiscal 2002
$85,221,182

50,000,000
8,000,000
16,563,360

1,903,500
17,900,000
21,991,425

3,290,000
4,365,761

5,760,000
2,400,000
5,000,000
2,000,000
2,500,000

500,000

4,350,000
6,020,000
3,000,000

Fiscal 2003
$76,664,600

50,000,000
20,465,079
16,563,360

1,903,500
18,800,000
22,453,000

3,290,000
4,365,761

5,898,000
2,400,000
5,000,000
2,000,000
2,500,000

500,000

4,350,000
6,020,000
3,000,000



Montgomery County Gifted and Talented Grant (SB 795) 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
Prince George's County Magnet Schools Grant (SB 795) 1,100,000 1,100,000 1,100,000 1,100,000 1,100,000
Prince George's County Effective Schools Grant (SAFE) 0 2,000,000 2,000,000 2,000,000 2,000,000
Prince George's County Pilot 1.S.S.S. Grant (SAFE) 0 1,000,000 1,000,000 1,000,000 1,000,000
Management Oversight Panel (SAFE) 0 0 310,000 310,000 310,000
Total $61,606,860 $149,003,415 $151,540,502 $195,665,824 $247,175,228
City School Legidation (SB 795) $61,606,860 $81,606,860 $81,606,860 $81,606,860 $81,606,860
SAFE Legidation (HB 1) $0 $67,396,555 $69,933,642 $71,020,962 $72,347,186
Teacher Salary Challenge Program (SB 810/HB 1247) $0 $0 $0 $43,038,002 $93,221,182
Exhibit L.2
State Education Funding That Sunsets After Fiscal 2002
Estimated Allocation in Fiscal 2003
; Limited Limited Special
TS:I?H Baltc|:;10re Additional English English Targeted E?;;e;(:: Teacher Teacher Aging School Other
County hall Y Partn Y i Poverty Proficiency  Proficiency I mprovement E ; ny Development Mentoring Schools Libraries Grants
Challenge  Partnership (SB 795) (SAFE) Education Development
Allegany 1,647,500 $0 $484,128 $0 $8,100 $577,900 $110,856 $204,800 $0 $355,000 $40,266 $0
Anne Arundel 4,462,000 0 1,038,816 40,500 649,100 688,900 513,006 270,300 0 570,000 268,456 0
Baltimore City 18,447,700 70,465,079 0 81,000 637,300 8,829,300 1,019,270 1,458,100 0 1,635,000 380,390 0
Baltimore 6,856,500 0 2,446,368 45,000 1,512,700 1,723,500 373,029 679,900 7,400,000 2,940,000 376,316 0
Calvert 518,700 0 184,032 o 18,900 162,300 166,839 16,400 0 65,000 53,740 0
Caroline 611,500 0 212,448 4,000 78,400 272,900 173,254 73,700 0 85,000 20,218 0
Carroll 1,847,700 0 215,040 11,000 70,300 190,500 23,428 41,000 0 385,000 98,518 0
Cecil 2,276,400 0 301,056 2,500 61,300 321,400 379,136 98,300 0 355,000 55,039 0
Charles 1,606,600 0 455,424 5,000 101,900 417,700 689,384 122,900 0 65,000 78,281 0
Dorchester 755,100 0 220,800 5,500 36,100 213,700 92,014 81,900 0 65,000 18,382 0
Frederick 2,545,800 0 445,728 2,500 271,300 382,600 397,207 98,300 0 85,000 125,881 0
Garrett 341,100 0 216,192 0 0 195,500 87,796 114,700 0 85,000 19,170 0
Harford 2,695,100 0 612,960 16,500 274,000 500,700 494,604 114,700 0 400,000 139,416 0
Howard 3,153,500 0 326,880 37,500 1,048,400 248,100 225,321 65,500 0 65,000 147,977 0
Kent 232,300 0 95,616 3,500 29,700 62,700 105,193 65,500 0 65,000 10,197 0
Montgomery 11,214,200 0 2,469,216 1,129,000 8,385,400 1,293,500 589,692 647,100 0 1,170,000 453584 2,000,000
Prince George's 9,949,200 0 4,840,416 465,500 4,995,000 4,754,500 427,801 1,130,500 4,500,000 970,000 463,151 4,410,000
Queen Anne's 410,300 0 117,216 1,000 24,300 71,000 147,741 24,600 0 85,000 23,544 0
St. Mary's 1,097,300 0 361,632 6,000 98,300 272,700 446,922 65,500 0 85,000 52,289 0
Somerset 449,500 0 168,192 4,000 46,000 196,200 89,381 73,700 0 65,000 11,060 0
Talbot 1,161,300 0 110,016 3,000 55,000 47,700 140,193 49,200 0 155,000 16,384 0
Washington 1,384,300 0 571,200 15,000 127,100 445,100 274,552 172,000 0 200,000 72,645 0
Wicomico 2,096,600 0 443,808 19,500 202,800 495,800 552,834 147,500 0 355,000 50,492 0
Worcester 904,400 0 226,176 6,000 68,500 88,800 136,308 81,900 0 65,000 24,604 0
Unallocated 0 0 0 0 0 0 0 500,000 0 0 0
Total $76,664,600  $70,465079 $16,563360  $1,903,500  $18,800,000 $22,453,000  $7,655,761 $5898000  $12,400000 $10,370,000  $3,000,000 $6,410,000

Chapters 492 and 493 of 2000 provided incentives to local boards of education to increase teachers' saariesin fiscal 2001 and 2002.
Funding under the Teacher Salary Challenge program consisted of five components: a percentage component; a wealth-adjusted component;
a targeted component; a hold harmless component; and a transitional component. The program terminates after fiscal 2002. Senate Bill 719
extends the program'’s funding until fiscal 2003 without increasing the State match beyond the fiscal 2002 funding level. State expenditures

in fiscal 2003 will total $76.7 million.

Maryland Academic Intervention and Support Program

The Maryland Academic Intervention and Support Program was established to improve the performance of students with documented
academic deficiencies and to prepare students for the high school assessments that students will eventually have to pass in order to graduate.
Legislation enacted in 2000 session requires the Governor to include $19.5 million in funding for this program in fiscal 2002. Under current
law, funding for this program is distributed to local school systems based on the percentage of students scoring less than satisfactory on the
reading or math portions of the Maryland School Performance Assessment Program (MSPAP). Senate Bill 719 alters the allocation method
for $7.5 million of program funding. Of the total funding, each school system will receive a $70,000 base grant; $9.9 million will be
allocated according to the percentage of students scoring less than satisfactory on the reading or math portions of the MSPAP; and $7.5
million will be alocated according to an intensity factor based on the distance students are from the State standard on the grade 8 composite
MSPAP score. The remaining $400,000 will be used by the Maryland State Department of Education to cover administrative costs
associated with the program.

Special Education Grants

State funding for public specia education programs consists of two components: (1) a $70 million base amount; and (2) an additional
$11.25 million second tier amount. State funding for public special education ($81.25 million) has remained unchanged since 1990. Senate
Bill 719 requires that at least $81.25 million be provided for this program in fiscal 2003.

Statewide Teacher Mentoring Program

The State currently provides $15.9 million in funding for teacher mentoring programs that assist newly hired teachers and teachers who
have less than five years experience with classroom management, curriculum, and school agendas. Of the total funding, $5 million is part of
a statewide initiative and the remaining $10.9 million is for specia grants to threelocal school systems ($1 million for Anne Arundel
County, $7.9 million for Baltimore County, and $2 million for Prince George's County). Senate Bill 719 requires that at least $15.9 million
be provided for this program in fiscal 2003.

Early Education Initiatives

2,000,000
1,100,000
2,000,000
1,000,000
310,000
$252,583,300

$81,606,860
$73,846,761
$97,129,679

Total

$3,428,550
8,501,078
102,953,139
24,353,313
1,185,911
1,531,420
2,882,486
3,850,131
3,542,189
1,488,496
4,354,316
1,059,458
5,247,980
5,318,178
669,706
29,351,692
36,906,068
904,701
2,485,643
1,103,033
1,737,793
3,261,897
4,364,334
1,601,688
500,000
$252,583,300



Thefiscal 2002 State budget includes $19 million for early education initiatives. Senate Bill 719 requires that at least $19 million be
provided for this same purpose in fiscal 2003.

Judith P. Hoyer Early Child Care and Education Enhancement Program

This program provides financial support for the establishment of centers that provide full-day, comprehensive, early education programs and
family support services that will assist in preparing children to enter school ready to learn. This program aso provides funding to support
voluntary accreditation of early child care centers, professional development of early childhood educators, and statewide implementation of
an early childhood assessment system. The fiscal 2002 State budget includes $11.6 million for this program. Senate Bill 719 requires that at
least $11.6 million be provided for this program in fiscal 2003.

Reconstitution-Eligible Schools

This program assists low-performing schools in meeting State performance standards by providing extended-day academic instruction,
implementing student assessments and professional teacher development, providing additional teachers, and instituting exemplary curricula
Currently, 102 public schoolsin Maryland have been identified by the State Board of Education as reconstitution-€ligible, including 12
schoolsidentified in January 2001: 85 in Baltimore City, 15 in Prince George's County, one in Anne Arundel County, and one in Baltimore
County. Approximately 61,000 public school students attend reconstitution-eligible schools. The fiscal 2002 State budget includes $9.8
million for this program, the same level asin fiscal 2001. Of this amount: $7.8 million is for Baltimore City, $1.6 million is for Prince
George's County, $0.2 million is for Anne Arundel County, and the remainder is unallocated. Senate Bill 719 requires that at least $9.8
million be provided for this program in fiscal 2003.

Prince George's County -- Management Oversight Panel

In accordance with the 1998 SAFE legislation, a Management Oversight Panel (MOP) for the Prince George's County Public School

System was established to monitor the progress of the school system's performance and financial audits and the implementation of the
audits' recommendations for a four-year period. Since State funding began in fiscal 2000, the State appropriation for the MOP's coordination
office has been set at $310,000. Senate Bill 719 requires that $310,000 be provided for this purpose in fiscal 2003.

Prince George's County -- School Construction Funding

Chapter 704 of 1998 altered the State/local cost share formula for public school construction projects in Prince George's County by requiring
the State to fund 75 percent of the eligible project costs for the first $35 million in public school construction funding allocated by the State
and 60 percent of the eligible costs for any funds in excess of $35 million. Under the existing cost share arrangement, the State was
responsible for 60 percent of eligible project costs. In addition, the legislation required the State to provide Prince George's County with $35
million each year in school construction funding for fiscal 1999 through fiscal 2002. Prince George's County must provide at least $32
million for school construction projects. Senate Bill 719 extends the current State/local cost share arrangement and the mandated State and
local appropriations for school construction projects in Prince George's County until fiscal 2003. This extension will enable Prince George's
County to leverage State school construction funding with lesslocal funds; however, fewer school construction projects in Prince George's
County may be funded.

Additional Funds for Baltimore City Remedy Plan

The fiscal 2002 budget includes funds to continue efforts to reform the Baltimore City Public Schools (BCPS). The reform efforts began
when parents of Baltimore City schoolchildren and city representatives sued the State. They alleged that the State was failing to provide a
thorough and efficient education as required by the State Constitution. The State filed a counterclaim, alleging that BCPS had not managed
its existing resources effectively. The Baltimore City Circuit Court held that the State Constitution requires the State to provide all students
in Maryland's public schools with an education that is adequate when measured by contemporary standards, and that BCPS students were
not being provided with an adequate education. The court did not resolve the dispute over the cause of the inadequate education or the
appropriate remedy.

All parties signed a consent decree in November 1996 that led to the enactment of legislation in 1997 that created the Baltimore City-State
partnership. The partnership required the State to provide $30 million in fiscal 1998 and $50 million annually between fiscal 1999 and 2002
to improve BCPS. The legislation also required BCPS to develop a master plan for education and management reforms, and required both
an interim evaluation of BCPS by February 1, 2000, and a final comprehensive evaluation by December 1, 2001. The interim evaluation
found mixed results, with improvements in management and some gains in student achievement on standardized assessments.

The 1996 consent decree authorized BCPS to request additional funding from the State after completion of the interim evaluation, and
required the State to use "best efforts to satisfy any such request, subject to the availability of funds." Based on the interim evaluation,
BCPS submitted a $49.7 million request (“remedy plan™) for additional operating funds in fiscal 2001. The General Assembly provided $8.0
million in direct support for reform effortsin fiscal 2001 as well as $20.3 million through other programs initiated in fiscal 2001, such as the
Governor's Teacher Salary Challenge Program and the Academic Intervention and Support Program (see Exhibit L.3).

In the spring of 2000, BCPS went to court arguing that the State had not made its best efforts to satisfy the city's request for additional
funding. In June 2000, the Baltimore City Circuit Court concluded that the State was not fulfilling its obligations under the State
Constitution and the consent decree. The court said it trusted that the State would meet its obligations. The State appealed the court's ruling,
but later dropped its appeal.

The BCPS submitted a $101.5 million request (“remedy plan") for additional funding in fiscal 2002. The fiscal 2002 budget includes $55.3
million for the remedy plan -- $20.5 million in direct support and $34.5 million through other programs (see Exhibit L .3). An additional
$5.5 million fiscal 2001 deficiency appropriation was also approved bringing fiscal 2001 support for the remedy plan to $33.8 million. With
this funding the New Baltimore City Board of School Commissioners agreed to suspend enforcement action under the court ruling.

Exhibit L.3
State Expenditures Toward Baltimore City School Remedy Plan
Fiscal 2001 and 2002

EY 2001 EY 2002
Statewide Programs
Governor's Teacher Salary Challenge $7,989,804 $18,328,905
Academic Intervention Program 1,993,659 3,633,784
Technology in Maryland Schools Program 3,150,000 3,150,000
Accelerated Wiring -- Training 603,900 603,900

Maryland Technology Academy 240,000 240,000



Governor's Early Education Initiative 0 4,945,055

Subtotal $13,977,363 $30,901,644
Targeted Programs

City Partnership for Remedy Plan $16,232,417 $20,465,079
Working Appropriation* 10,767,500

Deficiency Appropriation 5,464,917

Summer/After School Programs-- At Risk 2,500,000 2,500,000
Teacher Certification/Quality Initiatives 90,220 468,980
Mass Transit Administration Discount 1,000,000 1,000,000
Subtotal $19,822,637 $24,434,059
Total $33,800,000 $55,000,000

*Includes transfer of $2,767,500 Limited English Proficiency funds not needed because of enrollment overestimate.
**Federal Temporary Assistance to Needy Families (TANF) dollars budgeted in Child Care Administration
***Baltimore City Community College partnership with Baltimore City Public Schools

Source: Department of Legislative Services

Firearms Safety Program Required

There are over 200 million guns in America, including at least one in about half of all U.S. households. A study sponsored by Handgun
Control, Inc., a Washington, DC-based organization that tracks gun control policies, found that thereis a gun in about two out of every five
households with children. The organization reports that the firearm death rate among teens 15-19 years old increased 222 percent from 1984
to 1994. In 1996 there were 109 firearm deaths of children and teenagers in Maryland.

Senate Bill 124/House Bill 791 (both passed) require each county board of education to develop and implement a program of instruction
for firearms safety and accident prevention or hunter safety that is appropriate for students in its public schools and consistent with
guidelines developed by the State Board of Education. The program implemented under the bill may not involve the display or handling of
ammunition or an actual handgun, rifle, shotgun, or other firearm on school premises. However, for students in grades seven through 12, the
program may involve the display and handling of ammunition and an actual handgun, rifle, shotgun, or other firearm at an established sport
shooting range. The State Board of Education is required to establish guidelines for the program that: (1) for students in kindergarten
through grade six, address firearm safety and accident prevention; and (2) for students in grades seven through 12, address firearm safety
and accident prevention or hunter safety.

Termination Dates Extended for Two Education Programs

Senate Bill 41 (passed) extends the termination date for the Maryland Adult External High School Diploma Program from June 30, 2001 to
June 30, 2006. The program provides an aternative way for adults who did not complete high school to earn a State high school diploma by
using a one-on-one assessment that credentials skilled adults who have acquired much of their high school level abilities through life
experiences. The fiscal 2002 State budget includes $281,070 for the program, with twelve local school systems and two community colleges
receiving funding. Senate Bill 41 requires the Governor to include at least this amount for the program in the State budget through fiscal
2006.

Senate Bill 64 (passed) extends the termination date for the Schools for Success Fund from June 30, 2001 to June 30, 2007. The fund
provides challenge grants to low-performing schools to implement school improvement programs. The program was originally scheduled to
terminate on June 30, 1995. However, the General Assembly passed legislation that extended the termination date in 1995 and again in
1998. Challenge grants were provided to 68 public schoolsin nine local school systems during the 1999-2000 school year. The fiscal 2002
State budget includes $6.8 million for challenge grants.

Summer Pilot Program Authorized

House Bill 53 (passed) establishes the Maryland Educational Opportunity Summer Pilot Program. Local boards of education in Baltimore
and Prince George's counties are authorized to develop a proposal using existing faculty to provide educational services to studentsin
kindergarten through grade 12 during the summer months. The State Board of Education must select proposals with priority given to schools
that show the lowest levels of improvement towards meeting the standards on the Maryland School Performance Program (MSPP). Upon
approving a proposal, the State board must distribute funding to the local school system that covers the cost of extending the contracts of
participating teachers to implement and operate the pilot program. The State Superintendent of Schools must report to the Governor and the
Genera Assembly by June 30, 2002 on the operation and performance of the pilot program. The report must assess the effectiveness and
success of the pilot program in improving student achievement. The bill takes effect July 1, 2001 and terminates on June 30, 2002.

School Library Grants Expanded to Middle and High Schools

House Bill 434 (passed) enableslocal boards of education to use State funding under the School Library Media Incentive Program to
enhance middle and high school libraries. The program was established in 1998 as part of the School Accountability Funding for Excellence
(SAFE) legislation for the purpose of improving elementary school library programs, with priority given to updating library books and other
resource collections. Annual funding is set at $3 million with each local school system's funding based on its proportionate share of the
September 1997 enrollment count. To receive State funding under the program, local school systems must match the State grants with new
local funding. The program is scheduled to terminate after fiscal 2003.

High School Assessment Development Continues

Thefiscal 2002 budget includes an additional $6.0 million for continued development of Maryland's high school assessments. The high
school assessments will replace the Maryland Functional Tests as a requirement for graduation beginning with the class of 2007. The
Maryland State Department of Education (MSDE) will implement the high school assessments in three phases. Phase | will require students
to pass English I, Algebra or Geometry, Government, and Biology. Phase Il will require students to pass English | and 11, Algebra,
Geometry, Government, and two science courses. Phase |11 will require students to pass English I, 11, and |11, Algebra, Geometry,
Government, U.S. History, World History, and two science courses. The $6.0 million increase will be used to expand the inventory of
sample tests for Phase | and to begin Phase I1.

Charter Schools

Legislation authorizing the establishment of public charter schoolsin Maryland once again failed to win approva by the General Assembly.
Senate Bill 604/House Bill 29 (both failed) would have authorized local boards of education to establish public charter schools and be
eligible for federal funding. Local boards currently have the authority to establish charter schools but so far none have, although there are a
few schools similar to charter schoolsin Baltimore City. Charter school legisiation has been enacted in 36 states, the District of Columbia,



and Puerto Rico. Approximately 2,100 charter schools will operate in the 2000-2001 school year serving approximately 520,000 students
nationwide.

Public School Construction

A total of $253.4 million was appropriated by the General Assembly for school construction in fiscal 2002. Allocations totaling $187.8
million were allocated by the Board of Public Works in January 2001. The remaining funds will be allocated by the board in May 2001. For
afull discussion of school construction funding, see Part A - Budget and State Aid in this 90 Day Report.

Baltimore City

Consistent with 1996 consent decree between the State and the Baltimore City School system, the Board of Public Works adopted a rule on
May 7, 1997 that changed the State/local cost share formula for Baltimore City school construction projects for fiscal 1998 through fiscal
2002. Based on the rule, the State is responsible for 90 percent of the eligible project costs for the first $10 million in public school
construction funding allocated by the State to Baltimore City and 75 percent of eligible project costs for any fundsin excess of $10 million.
House Bill 894 (passed) alters this rule to require the State to fund 90 percent of the eligible project costs for the first $20 million in public
school construction funding allocated by the State and 75 percent of eligible project costs for any funds in excess of $20 million in fiscal
2002 and 2003. The 2003 termination date is consistent with other program extensions provided in Senate Bill 719. Baltimore City must
provide at least $12.4 million in local funding for school construction projects in fiscal 2002 and 2003.

Qualified Zone Academy Bonds

Senate Bill 288 (passed) authorizes the Board of Public Works to issue $8,270,000 in interest-free Qualified Zone Academy Bonds
(QZABS) and grant the proceeds to the Interagency Committee on School Construction to be used for the aging school program. Federa
legislation established the Qualified Zone Academy Bonds as a mechanism for states to provide funding to local school systems for repairs
of older school buildings. Chapter 322 of 2000 provided for the issuance of these bonds in Maryland. Maryland's allocation under the first
two years of the four-year federal program totaled $9.8 million. A school is eligible to receive funding from the issuance of QZABsif itis
located in an enterprise or empowerment zone or at least 35 percent of the school's students qualify for free and reduced price meals.
Maryland has approximately 565 schools that qualify based on these criteriain fiscal 2001. Additional schools may qudlify for funding
under bonds authorized by Senate Bill 288 because a school's eligibility will be updated to reflect current free and reduced price meals
enrollment.

Private School Textbooks

The fiscal 2002 budget includes $5.0 million for a second year of nonpublic school textbook funding. In fiscal 2001, the General Assembly
provided $6.0 million for nonpublic school textbooks of which $5.0 million will be distributed to more than 77,000 students in 259 eligible
nonpublic schools.

Certain restrictions were again adopted with respect to the fiscal 2002 funding. The funds cannot be used for sectarian purposes and are to
be used by the State for the purchase of textbooks for loan to students in eligible nonpublic schools. A school's allocation varies based on
the number of students eligible for the free and reduced price lunch program. If less than 20 percent of a nonpublic school's student body
can participate in the free or reduced price lunch program, the maximum allocation is $60 per student. If at least 20 percent can participate
in the lunch program, the allocation is $90 per student. Nonpublic schools charging tuition greater than the statewide average per pupil
expenditures for the State's public schools would not be eligible to participate in the program. The legislature also required the Maryland
State Department of Education (MSDE) to use the same processit used in fiscal 2001 for acquiring the textbooks, restricted the $5.0 million
to fiscal 2002 only, and limited MSDE administrative expenses to no more than $150,000.

Teacher Certification

Senate Bill 129 (passed) increases from 300 to 500 the maximum number of teachers that may participate in the State and Local Aid
Program for Certification by the National Board for Professional Teaching Standards. The National Board for Professional Teaching
Standards is an organization of teachers and other education personnel working to advance the teaching profession and improve student
learning. When the pilot program was launched in 1997, there were no teachers certified by the National Board for Professional Teaching
Standards in Maryland. There are now at least 70 certified teachers in the State.

Pilot Program for Suspended or Expelled Students

House Bill 825 (passed) requires the State Board of Education to establish a Juvenile Justice Alternative Education Pilot Program in a
county designated by the State Superintendent of Schools. A student who has been suspended or expelled or identified as being a candidate
for suspension or expulsion must attend the program unless the student has been adjudicated delinquent and committed to a juvenile
detention facility. The pilot program must promote self-discipline, ensure that the student receives appropriate educational services during
the term of the suspension or expulsion, and offer services to facilitate a student's transition back to a regular public school. The
Department of Education or the local board of education may enter into a partnership with a county's circuit court judges to oversee the pilot
program. The State board may select a private agency to administer the program. The State board must report to the Governor and the
General Assembly annually on the implementation of the bill.

Thefiscal 2002 State budget includes $500,000 to begin implementation of the program. It is anticipated that the program will begin in
fiscal 2003. Operating costs for fiscal 2003 are estimated to be $2.5 million.

Hearing Aid Loan Bank

Senate Bill 281/House Bill 282 (both passed) establish a Hearing Aid Loan Bank Program in the Maryland State Department of Education
that will lend hearing aids on a temporary basis to children up to age three who lack immediate access to a hearing aid. The fiscal 2002
budget includes $250,000 for staffing and equipment to implement the program.

All newborns in Maryland are screened for hearing impairment. Up to 420 infants are identified with a hearing impairment annually. About
one-third of these newborns are able to access a hearing aid immediately through Medicaid. The other two-thirds either have private
medical insurance or no insurance. Most private insurance companies do not provide full funding for hearing aids, resulting in a delay in
receipt of a hearing aid.

Local Boards of Education

House Bill 667 (Ch. 88) repeals the two-term limit provision that applies to members of the Frederick County Board of Education.
Generally, the members of the school boards in the State are not subject to term limits. The terms of members vary, including: three years
(Bdtimore City); four years (Anne Arundel, Calvert, Charles, Garrett, Montgomery, Prince George's); five years (many appointed school
boards); and six years (Howard and Kent).



Senate Bill 301 (passed) establishes a procedure for filling a vacancy if, after the primary election but before the general election, a
nominee for membership on the Allegany Board of Education dies, declines nomination, or becomes disqualified. The candidate who
received the next highest number of votes shall fill the vacancy. If no candidate is available, a new nominee must be appointed by the
Governor to fill the vacancy.

House Bill 899 (passed) allows the student member of the New Baltimore City Board of School Commissioners, who under current law is
a non-voting member, to vote on all matters before the board except those relating to: (1) personnel; (2) capital and operating budgets; (3)
school closings, reopenings, and boundaries; (4) collective bargaining decisions; (5) student disciplinary matters; and (6) administrative
appealsto the board relating to the rules of the board, the administration of the school system, or the suspension or dismissal of professional
personnel. The bill also provides that the student member may not attend or participate in an executive or specia session of the board.

House Bill 1347 (passed) requires that the members of the Worcester County Board of Education be elected, with one member from each
county commissioner district and one nonvoting student member from each public high school in the county. The board is required to elect
a president and a vice-president from among its members at the beginning of each calendar year. The board is required to meet at least once
a month and take all actions at a public meeting, with a record of the meeting and all actions taken made public. With the exception of the
president, board members will receive an annual salary of $3,200. The president will receive a salary of $3,600.

Higher Education
Funding
Operating Budget

State support for higher education institutions operating expenses, including the public four-year colleges and universities, local community
colleges, Baltimore City Community College, and private colleges and universities (Sellinger program), is nearly $1.2 billion in fiscal 2002
or 9.9 percent higher than fiscal 2001. State operating support for public four-year colleges and universitiesin fiscal 2002 totals $944.6
million, an increase of 9.9 percent. The University System of Maryland (USM) accounts for 93 percent of the State operating support for
the public four-year higher education institutions, or $877 million. State support for Morgan State University in fiscal 2002 is $52.6 million,
a 9.7 percent increase. State support for St. Mary's College of Maryland is $14.8 million, $833,000 more than required by the statutory
funding formula for the college. Exhibit L.1 shows the State support by college.

The $84.9 million in additional State funds made available for the public four-year colleges and universities will support cost-of -living
adjustments, institutional priorities, and operating expenses. On average, the fiscal 2002 general fund support for USM schools equates to 90
percent of the funding guidelines and represents improvement over the fiscal 2001 average of 87 percent. Similarly, Morgan State
University's general fund support based on the proposed funding guideline is 103 percent. The funding guidelines developed by the
Maryland Higher Education Commission (MHEC) in collaboration with the colleges and universities, are based on a comparison of the
colleges and universities to institutions with similar characteristics, known as their current peers. The accountability component requires the
colleges and universities to achieve certain benchmarks in order to include a limited number of aspirational peersin their guideline. St.
Mary's College of Maryland does not participate in the funding guideline process due to its statutory funding formula.

The State's private colleges and universities will receive $46 million in State support, an increase of 10.65 percent. Community colleges
receive $178.5 million in fiscal 2002, an increase of 9 percent. Funding for Baltimore City Community College increases 12.9 percent,
totaling $29.9 million.

Exhibit L.4
State Operating Support for Higher Education Institutions
Fiscal 2000 - 2002

($in Millions)

FY 2002 as
FY 2000 FY 2001 FY 2002 $Increase % Increase % of 2002
University of Maryland, Baltimore $127.3 $139.5 $155.3 $15.9 11.4% 86%
University of Maryland, College Park 302.0 333.1 364.5 314 9.4% 91%
Bowie State University 18.6 21.3 231 17 8.2% 96%
Towson University 58.8 64.2 69.0 49 7.6% 93%
University of Maryland Eastern Shore 20.5 225 239 14 6.4% 109%
Frostburg State University 243 26.6 29.1 25 9.4% 90%
Coppin State College 16.0 18.6 20.8 22 11.7% 91%
University of Baltimore 21.7 235 24.8 14 5.8% 98%
Salisbury University 245 281 299 18 6.5% 91%
University of Maryland, University College 94 135 17.2 37 27.1% 81%
University of Maryland, Baltimore County 59.4 66.5 76.9 104 15.7% 83%
University of Maryland Center for Environmental Science 11.7 12.8 137 09 7.0% 89%
University of Maryland Biotechnology Institute* 155 16.2 16.7 05 2.8% 89%
University System of Maryland Office 10.3 12.0 12.3 0.3 2.6% N/A
Subtotal University System of Maryland $720.0 $798.3 $877.2 $78.9 9.9% 90%
St. Mary's College of Maryland 12.7 135 14.8 13 9.8% N/A
Morgan State University** 435 47.9 52.6 47 9.7% 103%
Baltimore City Community College 23.0 265 29.9 34 12.9% N/A
Community Colleges 141.4 163.6 1785 14.9 9.1% N/A
Aid to Independent Colleges and Universities 36.6 41.6 46.0 4.4 10.7% N/A

Total General Funds Support for Higher Education $977.1  $1,091.4 $1,199.0 $107.7 9.9%

* UMBI's increase with the fiscal 2001one-time adjustment is6.8%.
**MHEC is scheduled to give final approval to Morgan's funding guidelines on April 24, 2001.
Capital Budget

Thefiscal 2002 capital program for all segments of higher education is $448.1 million including general funds, general obligation bonds,
and academic revenue bonds. This program exceeds the previous fiscal year by more than $60 million and represents the second year of the



administration's commitment to provide over one billion dollars for capital construction in higher education over four years. The capital
program includes $368.95 million for over 45 discrete capital projects associated with the public four-year institutions and funds for facility
renewal and underground oil storage tank replacement throughout the University System of Maryland. Community colleges have 28
projects and represent $46.6 million of the total. Another $18 million will be used for six projects at private colleges and universities,
including two for The Johns Hopkins University and four funded through the Maryland Independent Colleges and Universities grant
program. Also, $14.5 million provides for two Maryland Fire and Rescue Institute projects and a project for the University of Maryland
Medical System.

The Capital Improvement Program (CIP) shows $975.85 million in capital spending for higher education projects over the fiscal 2003-2006
period. This represents a deceleration in capital funding compared to fiscal 2001 and 2002. Exhibit L .2 shows the fiscal 2002 legislative
appropriation for higher education capital and the funding anticipated in the CIP for fiscal 2003-2006. Exhibit L .3 shows the fiscal 2002
allocation of capital funding by higher education institutions.

Exhibit L.5
Higher Education
Fiscal 2002 L egislative Appropriation and Out-Year Capital Funding
($in Thousands)

Source 2002 2003 2004 2005 2006 Total
G.O. Bonds $130,387 $135,250 $164,450 $233,300 $186,450 $849,837
PAYGO 202,712 7,650 84,000 46,300 18,450 449,112
Acad. Rev. Bonds 25,000 25,000 25,000 25,000 25,000 125,000
Total $448,009 $167,900 $273,450 $304,600 $229,900 $1,423,949

Source: Department of Legislative Services and Fiscal 2002 Capital |mprovement Program

Exhibit L.6
Higher Education
Fiscal 2002 Allocation of Capital Funding by Institution
($in Thousands)

FY 2002
Ingtitution Capital Funding
University of Maryland, Baltimore $38,401
University of Maryland, College Park 31,360
Bowie State University 5,200
Towson University 42,204
University of Maryland Eastern Shore 47,682
Frostburg State University 4,572
Coppin State College 10,800
University of Baltimore 1,540
Salisbury University 2,439
University of Maryland Baltimore County 67,419
University of Maryland Ctr. for Envir. Science 19,527
University of Maryland Biotechnology Institute 42,442
University System of Maryland Office 29,489
St. Mary's College of Maryland 6,200
Morgan State University 11,666
Regional Centers 8,013
Baltimore City Community College 1,460
Community Colleges 45,227
Independent Colleges and Universities 8,000
The Johns Hopkins University 10,000
Maryland Fire and Rescue I nstitute 2,458
University of Maryland Medical System 12,000
Total $448,099

Increased Endowment Funding for Historically Black Colleges and Universities

Maryland is one of ten states that formerly operated a dual higher education system in violation of Title VI of the Civil Rights Act of 1964.
Since 1969, Maryland has worked with the U.S. Department of Education’s Office of Civil Rights (OCR) to eliminate the vestiges of
segregation in its public higher education system and to promote equal access. Maryland submitted a report on its accomplishments under
the 1985-1989 statewide desegregation plan in 1991. The following year the U.S. Supreme Court issued a decision in United States v.
Fordice (505 U.S. 717) that set legal standards and requirements for desegregation of a previously segregated higher education system. The
Court found that race neutral admissions policies alone are not sufficient to determine that a state has effectively desegregated a formerly
segregated higher education system and that policies found to be traceable to the formerly segregated system must be reformed to the extent
practicable and consistent with sound educational practices.

In January 1994, the federal OCR informed Maryland that the Fordice decision required a reevaluation of its desegregation effortsin the
public higher education system, and in October 1999, OCR initiated a review of Maryland's compliance with federal law. The Maryland
Secretary of Higher Education appointed a workgroup in June 2000 to work with the State and OCR in developing a partnership agreement,
and the agreement was finalized in December 2000. The State's commitments in the partnership agreement fall into nine broad categories,
one of which is a commitment of further enhancements for Maryland's historically Black colleges and universities (HBCUs) -- Bowie State
University, Coppin State College, Morgan State University, and the University of Maryland Eastern Shore. Senate Bill 203/House Bill 304
(both passed) codify a portion of the commitment.

Senate Bill 203/House Bill 304 increase the amount of the State match paid to HBCUs through the Private Donation Incentive Program
(PDIP). For donations made on or after July 1, 2001, HBCUs will receive $2 for every $1 of the first $250,000 pledged instead of an equal



match, and an equal State match for the next $1 million pledged rather than a 50 percent match. These changes increase the maximum State
match under the program from $750,000 to $1.5 million and extend the program for HBCUs until January 1, 2006. The program expires for
the State's other public institutions of higher education on July 1, 2004. The cumulative increase in State match expenditures resulting from
the legislation could total $3 million, $750,000 per institution, by fiscal 2007.

PDIP wasiinitialy in effect from 1989 to 1992 and was reestablished in 1999 as part of the legidlative package recommended by the Larson
Task Force regarding the coordination, governance, and funding of the University System of Maryland. PDIP provides State matching funds
for private donations to al of Maryland's public institutions of higher education. To determine what donations are eligible for a State match
under PDIP, private donations to an institution are compared to the donations the institution received in fiscal 1998. To be eligible,
donations must be from a new donor or represent an increase over the amount given by a donor in fiscal 1998. Each donation must be
specifically designated as an endowment. In fiscal 1999 and fiscal 2000, the first two years of the reintroduced program, PDIP donations to
HBCUs totaled just over $1 million.

Collective Bargaining for Higher Education Employees

Senate Bill 207 (passed) grants collective bargaining rights to certain employees of the University System of Maryland (USM), Morgan
State University, St. Mary's College of Maryland, and Baltimore City Community College. Faculty, teaching assistants, administrators,
contractual employees, and certain other employees are not covered by collective bargaining. Approximately 10,000 employees are covered.
A full discussion of the bill can be found in Part C - State Government in this 90 Day Report.

House Bill 1196 (passed) provides a system of collective bargaining for certain employees of Prince George's Community College.
Employees, excluding supervisory employees and faculty, may bargain collectively over wages, hours, other terms and conditions of
employment, and the duties and fees to be charged by the representative. Disputes on these issues may be settled through mediation and
fact-finding. The bill requires the Department of Labor, Licensing, and Regulation to define the bargaining units, conduct elections, and
serve as the mediator when necessary.

Employee Tuition Waivers

House Bill 336 (passed) requires the governing boards of USM institutions, Morgan State University, St. Mary's College of Maryland, and
Baltimore City Community College to develop policies for the waiver of tuition for faculty and staff of the institutions and their children
who attend the institutions. It is anticipated that passage of this legislation will facilitate the development of reciprocal policies for the
waiver of tuition to enable faculty and staff and their families to enroll at other public institutions of higher education in the State.

Redskins Settlement Proceeds

In 1995, Frostburg State University entered into a contract with the Washington Redskins under which the university would provide summer
training facilities for the Redskins for a period of ten years. In May 2000, the Redskins broke the contract and moved their summer training
activities to Northern Virginia. The university and the Redskins subsequently entered into a settlement agreement in which the Redskins will
pay Frostburg State University $750,000 by April 15, 2001. Senate Bill 874/House Bill 1399 (both passed) require Frostburg State
University to deposit proceeds from its $750,000 settlement with the Washington Redskins directly into the endowment funds managed and
maintained by USM. USM must maintain, manage, invest, and expend the settlement proceeds and any interest earnings from the proceeds
exclusively for the benefit of Frostburg State University.

Tax Exempt Financing for Community Colleges

Senate Bill 588 (passed) allows community college boards of trustees to finance or refinance bonds, leases, and purchase agreements for
equipment and machinery through the Maryland Health and Higher Educational Facilities Authority (MHHEFA). Before financing through
MHHEFA, a board of trustees and the governing body of the county in which the community college is located must adopt an
administrative resolution that describes the project being financed and specifies the maximum amount to be financed. MHHEFA is exempt
from State and federal taxes, and projects financed by MHHEFA do not confer an obligation on the State or on any of the State's political
subdivisions. Through MHHEFA, community colleges could receive more favorable loan terms for large-scale equipment purchases.

Salisbury University

Senate Bill 68/House Bill 438 (both passed) change the name of Salisbury State University to Salisbury University. The change is being
made, in part, to try to increase private donations to the university. In 1997, the same ateration was made for the former Towson State
University, dropping "State" from its title.

Scholar ships and Financial Assistance
Funding

The total fiscal 2002 appropriation for State financial aid is $81.8 million, an increase of $11.7 million or 16.6 percent. Of the total, 58.1
percent is for need-based financial aid ($47.5 million) and 25.4 percent is for HOPE scholarship programs ($20.8 million). The balance of
16.5 percent includes several workforce shortage and merit-based financial aid programs. Need-based financial aid increases 4.7 percent
over fiscal 2001, including an increase of $2 million or 5.4 percent for Educational Excellence Awards and $1,000,000 or 125 percent for
part-time grants (over the fiscal 2001 legislative appropriation). The HOPE Scholarships Program increases $8.6 million or 71.4 percent.
This appropriation includes funding for the new Community College Transfer Scholarship Program. In addition, $2 million of the HOPE
appropriation, excluding the Maryland Teacher Scholarship Program, is earmarked for need-based scholarship programs. Counting this $2
million as need-based aid increases the need-based aid appropriation to a 9.1 percent increase over fiscal 2001.

House Bill 1004 (passed) provides that State scholarship appropriations that are not used by the end of a fiscal year may not revert to the
State treasury, but must be used to make awards to students and graduates under specified scholarship, need-based grant, and loan
repayment programs during subsequent fiscal years. An identical bill was passed by the General Assembly in the 2000 session but was
vetoed by the Governor. The fiscal 2002 State budget provides approximately $80 million for scholarship and financial aid programs.

Nursing Students

In areport by the Statewide Commission on the Crisis in Nursing, greater award amounts and greater flexibility for nursing scholarships
were recommended by the commission. Senate Bill 618/House Bill 547 (both passed) increase the maximum annual award for nursing
scholarships from $2,400 to $3,000, or to $4,500 for nursing programs that include mandatory summer academic sessions as part of the
curriculum. Through annual renewal of the scholarship, the maximum cumulative amount a nursing student may receive under the
scholarship program is increased from $9,600 to $12,000. The bills also increase the maximum annual need-based grant available to nursing
scholarship recipients to meet living costs from $2,400 to $3,000. Senate Bill 96/House Bill 727 (both passed) allow the recipient of a
Nursing Scholarship aso to receive a Senatorial Scholarship, a Delegate Scholarship, and a Distinguished Scholar Award.



Teacher Education Students

Senate Bill 206/House Bill 299 (both passed) expand the eligibility criteria for the Maryland Teacher Scholarship Program to alow part-
time graduate students to participate in the program. The annual scholarship award for a part-time graduate student is $2,500. Like other
program participants, a part-time graduate student accepting an award under the program must agree to work as a teacher in a Maryland
public elementary or secondary school for one year for each year that a scholarship is received.

House Bill 401 (passed) requires public institutions of higher education to waive in-State residency requirements for public school teachers
who livein the State and have been employed as full-time public school teachers by local boards of education for less than one year.
Institutions are only required to waive the residency requirements if the course or program taken by a teacher is required by the State or the
local board to maintain the teacher's present position or if the course or program maintains or improves skills required by the local board.

Expanded Scholar ship Eligibility

Senate Bill 213/House Bill 329 (both passed) expand the eligibility for the Maryland HOPE Scholarship and the Community College
Transfer Scholarship programs by increasing the eligible family income from $80,000 to $95,000. It is estimated that this change will
increase participation by 10 percent. Senate Bill 357 (passed) allows eligible students aready enrolled in an eligible course of study to
receive a Maryland Science and Technology Scholarship. Under current law initial eigibility for the scholarship was only available to
students entering college directly from high school. House Bill 1127 (passed) expands the eligibility for the Part-Time Grant Program to
allow students who are simultaneously enrolled in a State secondary school and an institution of higher education to receive the grant.
House Bill 1067 (passed) allows veterans who served on active duty in the U.S. armed forces and who suffered a service-related disability
of 50 percent or greater to receive an Edward T. Conroy Memoria Scholarship if they are no longer eligible for federal veterans
educational benefits.

L oan Assistance Repayment Program

The Loan Assistance Repayment Program helps Maryland residents who work for State or local governments or nonprofit agencies to pay
back college loans. Program participants must work with low-income or underserved citizens or work in underserved areas of the State. The
maximum annual award amount is $7,500. House Bill 397 (passed) expands the eligibility for the Loan Assistance Repayment Program by
alowing graduates from a school of law outside of Maryland to participate in the program. Participants must provide, as the principal part
of their employment, legal services to low-income residents of the State who cannot afford legal services. Senate Bill 462/House Bill 143
(both passed) rename the program the Janet L. Hoffman Loan Assistance Repayment Program in honor of the late Baltimore City lobbyist.



Part M
Human Resources

Social Services- Generally
Welfare

In the early years of welfare reform, efforts to transition individuals from welfare to work, and a growing
economy, led to rapid reductions in the number of Temporary Cash Assistance (TCA) recipients. From
January 1995 to January 2000, Maryland's TCA caseload plummeted from an all-time high of 227,887 to
only 77,340 individuals. After dropping at rates exceeding 20 percent per year during the late '90s, the
pace of caseload decline has moderated. In August 2000, the number of individuals receiving cash
assistance was 77,298, down dlightly from January 2000. The pace of reductions has slowed because of the
characteristics of the current caseload. For example, many TCA recipients face multiple barriers to
employment, while others, such as child only cases, could remain on the rolls until they "age-out” of the
system.

Initially, the Department of Human Resources (DHR) concentrated on serving those cases easiest to place
in employment, and most of these cases have transitioned from welfare to work. The remaining cases
headed by an employable adult typically face multiple barriers to employment such as substance abuse,
mental health issues, poor work histories, low educational attainment, and limited access to transportation
and child care. In addition, many of these cases have relied on cash assistance for long periods of time,
with over 40 percent having received cash benefits for over five years.

Moving employable adults to work is particularly important in light of the federal lifetime limit placed on
receipt of cash assistance. Beginning in January 1997, federal law prohibits cases headed by an adult from
receiving federally funded TCA for more than five cumulative years (60 months). However, the law does
provide for exemptions to the time limit for "hardship" cases.

Maryland continues to adjust and alter its program of services and benefits for families in need of public
assistance. The "Welfare Innovation Act of 2001," Senate Bill 541 (passed), is an omnibus bill that
continues the State's commitment to assist families receiving public assistance to become employed and to
provide enhanced services in an efficient and effective manner. Senate Bill 541:

« establishes a State funded program for hardship cases who would otherwise be prohibited from
receiving TCA due to federal time limits;

« creates a Commission on Responsible Fatherhood to identify obstacles and propose solutions for
problems created when a child is raised without the presence of a father, and to encourage non-
custodial fathers to participate in raising their children;

« creates a mentoring program for former TCA recipients;

« extends the time period to allow a former TCA recipient to participate in the Job Skills
Enhancement Program;

« authorizes local departments of socia services to work with businesses to train and place former
TCA recipients in jobs that provide benefits and have an upward career path; and

« expands the New Hires Registry reporting requirement to include: (1) starting wages; and (2)
whether health insurance is provided by the employer.



Programs for Low-Income Families

Since Maryland has been successful in moving a large number of people off welfare, the State has begun
to focus on methods of insuring that these people receive the necessary work skills to keep them from
returning to welfare.

Senate Bill 367/House Bill 13 (both passed) establish a five-year Skills-Based Training for Employment
Promotion (STEP) Pilot Program. The program will provide competitive grants to local Workforce
Investment Boards to fund skills-based training for low-income individuals.

Local workforce investment boards receiving a grant under this program must: (1) develop an assessment
process to identify eligible individuals who have existing job skills that are sufficient to benefit from the
program; (2) establish STEP accounts for individuals participating in the program that can be used to pay
for skills-based training and wraparound services; (3) develop and implement an outreach program; (4)
assist individuals in obtaining employment; and (5) develop employer-based training programs.

Skills-based training includes services resulting in a post-secondary educational degree, certificate of
proficiency in a specific work-related skill, or the attainment of an identifiable skill that islikely to lead to
further job advancement and increased earning potential. Wraparound services may include transportation,
health care, childcare, meals, temporary housing, and other reasonable expenses required for participation
in the approved program. Employer-based training programs can range from short-term training in
specific skills to post-secondary education classes. The training cannot include training that results in the
individual remaining in or moving to ajob that pays minimum wage or that does not include health care
benefits. Approved employer-based programs shall include a minimum contribution by the employer of at
least 50 percent in matching funds.

An individual participating in the program must be a parent or legal guardian of one or more dependent
children and have responsihility for the financial support of the children. The individual must also be a
resident of Maryland living in a household with an income at or below 200 percent of the federal poverty
level, and must have worked at least 20 hours per week for at least six months in a specified work activity,
or have worked in one of the activitiesin six of the preceding 12 months.

Senate Bill 311/House Bill 378 (both passed) require the Secretary of DHR to establish a five-year
Individual Development Account Demonstration Program. An Individual Development Account (IDA) is
a matched savings account for a person who contracts to save funds for educational related expenses, a
home, long-term home repairs, or for deposit into a business capitalization account. Each account is active
for a three-year period from the time the account is opened, and the State must provide a $2 match for
each dollar saved, up to a maximum match of $1,000 per account annually. The demonstration program is
limited to 800 individuals, and pooled federal and State maintenance of effort funds may be used to
provide the State match. The fiscal 2002 budget provides $100,000 for this program.

Child Welfare

Child Abuse

Records and reports concerning child abuse or neglect are usually confidential, and their unauthorized
disclosureis a criminal offense. Such records may, however, be disclosed on request to the appropriate
public school superintendent for the purpose of carrying out personnel actions following a report of
suspected child abuse involving a student, committed by a public school employee. Senate Bill 810/House
Bill 1240 (both passed) expand the type of child abuse or neglect reports that can be disclosed to a public
school superintendent to include a report of suspected child abuse committed by an independent contractor
or an employee of an independent contractor, such as a bus driver, who supervises or works directly with
students.



Elderly
Assisted Living Programs
Senate Bill 144 (passed) requires the Department of Aging (DOA) to provide monthly subsidies, when
necessary and in accordance with available funds, to assisted living facility residents whose adjusted gross

income is less than their cost of care. The monthly subsidy must meet the gap between income and cost of
care up to $650 per month. The bill codifies existing practice.

DOA currently administers the Senior Assisted Living Group Home Subsidy Program that subsidizes
assisted living facility costs for low-income elderly residents. In fiscal 2002, the program is expected to
serve 465 individuals who will each receive an average monthly subsidy of $516.

Senate Bill 236/House Bill 6 (both passed) assist Medicare enrollees and certain low-income individuals
to obtain prescription drug coverage. For a more detailed discussion of Senate Bill 236/House Bill 6,
please see Part J - Health.

The Disabled
Community Attendant Services and Supports Program

On April 1, 2001, DHR began providing home- and community-based services for adults with physical
disabilities as an alternative to nursing home placement. These services are available as a result of the
Medicaid attendant care waiver received from the federal government. The waiver program, Living at
Home: Maryland Community Choices, covers certain specific home- and community-based services for
adults (aged 21-59) who have a physical disability. The program is statewide and participants are enrolled
on a first-come, first-served basis. Covered services include:

- attendant care;

« assistive technology;

« environmental adaptations;

« persona emergency response systems;
« occupational therapy;

« gpeech therapy;

 nursing supervision of attendants,
 consumer training;

« family training; and

« disposable supplies.

The waiver aso covers costs for case management, fiscal intermediary services, transitional services, and
administrative services.

House Bill 702 (passed) requires the Department of Human Resources (DHR) in coordination with the
Department of Health and Mental Hygiene (DHMH) to administer a Community Attendant Services and
Support Program for certain individuals with disabilities by expanding the existing Medicaid waiver
funded program within DHR to include individuals with incomes at or below 300 percent of supplemental



security income. Subject to funding in the State budget, the program is to be expanded to include 300
individuals by the end of fiscal 2002. DHMH and DHR must establish a plan to identify individuals
residing in nursing homes who would be eligible for services under the waiver and develop a timeline for
providing those individuals with access to the services available under the waiver.

Under the provisions of House Bill 702, an individual's program of services will be based upon a mutually
agreed upon individual services plan, jointly developed by the individual and DHR. The individual will
have the option to choose among different types of services and may select or hire a persona assistant,
including a family member (spouse excluded). DHR will offer the following training to the individual: (1)
how to select, manage, and dismiss an attendant or personal assistant; and (2) financial management of the
individual's personal assistance services. An individual who is dissatisfied with the program has a right to
appeal to DHR, and DHR and DHMH are required to adopt a quality assurance system for the program
that is consistent with federal requirements regarding quality of waiver services.

House Bill 702 also requires the State to apply for federal grants and waivers which will assist the State in
implementing the bill. Additionally, House Bill 702 requires the State to notify the U. S. Department of
Health and Human Services of the State's intent to expand the current Medicaid Home- and Community-
Based Waiver for Adults with Physical Disabilities by July 1, 2001, and adds various reporting
requirements.

Medicaid Waiver - Personal Care Services - Individuals with Disabilities

House Bill 1331 (passed) provides that all general funds appropriated in connection with the Medicaid
waiver for home- and community-based services for adult individuals with disabilities that remain
unexpended by DHR on June 30, 2001, may not revert to the general fund and must remain available for
expenditure in fiscal 2002. House Bill 1331 also prohibits the reversion of general funds appropriated in
connection with the Waiting List Initiative within the Developmental Disabilities Administration (DDA) of
the Department of Health and Mental Hygiene that remain unexpended by DDA on June 30, 2001.
Unexpended general funds associated with the Waiting List Initiative must remain available for one-time
expenditures in fiscal 2002 that do not expand the base budget requirements for fiscal 2003.

Children
Adoption Subsidies

Each local department of social services administers an adoption subsidy program for eligible children,
that is, minor children to whom guardianship with the right to consent to adoption has been awarded to a
child placement agency and a determination has been made by a local department that a subsidy is
necessary to assure the child's adoption because of the child's special circumstances. Special circumstances
include physical or mental disability, emotional disturbance, recognized high risk of physical or mental
disease, age, sibling relationship, and racial or ethnic factors. The subsidy can take the form of a monetary
payment, medical care, medical assistance, or special services.

Many children with special needs have been placed in treatment foster care, which alows for a monthly
payment at the regular foster care family rate ($650) plus a stipend (up to $1,150) because of the difficulty
of care required by these children. Consequently, treatment foster care parents receive a maximum of
$1,800 per month plus paid day care and respite for caring for the child as a foster child. If these
therapeutic foster care parents adopt the child, their monthly payment is reduced to $650 per month, since
an adoption subsidy cannot be more than the basic foster care payment amount. Additionally, the family
loses paid day care, respite, and other benefits when the child is adopted. This creates a disincentive for
these foster parents to adopt these children. Senate Bill 44 (passed) raises the maximum monthly payment
for adoption subsidies from $650 to $2,000 for a medically fragile child living in a treatment foster care
home.



Synopsis of Passed Bills



Part A
Budget and State Aid

SB 81 Creation of a State Debt -- Garrett County Memorial Hospital
Authorizing the creation of a State Debt not to exceed $1,600,000, the proceeds to be used as a grant to the
Board of Directors of Garrett County Memorial Hospital for the planning, design, construction, and capital
equipping of a new emergency department and the renovation, repair, reconstruction, and capital equipping
of existing hospital facilities; providing for disbursement of the loan proceeds, subject to a requirement that
the grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001
Senator Hafer

SB 87 Creation of a State Debt -- Prince George's County -- Springhill Lake Recreation Center
Authorizing the creation of a State Debt not to exceed $300,000, the proceeds to be used as a grant to the
Mayor and City Council of the City of Greenbelt for the repair, renovation, and reconstruction of the
existing Springhill Lake Recreation Center and the construction and capital equipping of an addition to this
facility; providing for disbursement of the loan proceeds, subject to a requirement that the grantee provide
and expend a matching fund; and providing generally for the issuance and sale of bonds evidencing the
[oan.
EFFECTIVE JUNE 1, 2001
Senator Green

SB 89 Baltimore City -- Baltimore Museum of Industry Loan of 2000
Altering the matching fund requirement of Chapter 334 of the Acts of the General Assembly of 2000, the
Baltimore City -- Baltimore Museum of Industry Loan of 2000, to allow the matching fund to include real
property or funds expended prior to the effective date of the Act.
EMERGENCY BILL
Senator Della

SB 90 Creation of a State Debt -- Baltimore City -- Bong County, Liberia/Maryland, USA
Educational/Cultural Foundation
Authorizing the creation of a State Debt not to exceed $50,000, the proceeds to be used as a grant to the
Board of Directors of Bong County, Liberia/Maryland, USA Educational/Cultural Foundation, Inc. for the
planning, design, renovation, repair, and capital equipping of three buildings at 4335--4339 Y ork Road,
Baltimore, for an educational/cultural center; providing for disbursement of the loan proceeds, subject to a
requirement that the grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001
Senator Conway

SB 123 Montgomery County -- Rehabilitation Opportunities L oan of 2000
Altering the description of the location of the project in Chapter 310 of the Acts of the General Assembly of
2000, Montgomery County -- Rehabilitation Opportunities Loan of 2000, to be Montgomery County,
Maryland; making the Act an emergency measure; etc.
EMERGENCY BILL
Senator Hogan

SB 140 Creation of a State Debt -- Baltimor e County -- The Community L earning Center
Authorizing the creation of a State Debt not to exceed $250,000, the proceeds to be used as a grant to the



SB 176

SB 188

SB 193

SB 223

SB 226

SB 249

Board of Directors of the ISamic Society of Baltimore, Inc. for the planning, design, construction, and
capital equipping for a community learning center in Baltimore; etc.

EFFECTIVE JUNE 1, 2001

Senator Della

Creation of a State Debt -- Montgomery County -- The Link -- Ages Place

Authorizing the creation of a State Debt not to exceed $50,000, the proceeds to be used as a grant to the
Board of Trustees of Christ Congregational Church, Inc. for the planning, design, repair, reconstruction,
renovation, and capital equipping of a facility located at 9525 Colesville Road in Silver Spring, for use as an
intergenerational center; providing for disbursement of the loan proceeds, subject to a requirement that the
grantee provide and expend a matching fund; etc.

EFFECTIVE JUNE 1, 2001

Senator Ruben

Creation of a State Debt -- Montgomery County -- Hospice Caring

Authorizing the creation of a State Debt not to exceed $50,000, the proceeds to be used as a grant to the
Board of Directors of Hospice Caring, Inc. for the planning, design, repair, renovation, reconstruction, and
capital equipping of 502 S. Frederick Avenue, Gaithersburg, so that it can be used as a nonmedica hospice
for terminally ill ambulatory patients; providing for disbursement of the loan proceeds, subject to a
requirement that the grantee provide and expend a matching fund; etc.

EFFECTIVE JUNE 1, 2001

Senator Forehand, et al

Creation of a State Debt -- Baltimore County -- The Wellness Community--Baltimore -- Janet L.
Hoffman Building

Authorizing the creation of a State Debt not to exceed $500,000, the proceeds to be used as a grant to the
Board of Trustees of The Wellness Community--Baltimore, Inc. for the acquisition of property for, and for
the planning, design, construction, and capital equipping of, a building in Baltimore County for use as a
professional oncology support facility for The Wellness Community--Baltimore; providing for disbursement
of the loan proceeds, subject to a requirement that the grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001

Senator Hollinger, et al

Creation of a State Debt -- Prince George's County -- Pallotti Day Care Center

Authorizing the creation of a State Debt not to exceed $300,000, the proceeds to be used as a grant to the
Board of Directors of the Pallottine Missionary Society, Inc. for the planning, design, construction, and
capital equipping of a day care and after school care facility; providing for disbursement of the loan
proceeds, subject to a requirement that the grantee provide and expend a matching fund; prohibiting the use
of the proceeds of the sale of the bonds and the matching fund for religious purposes; etc.

EFFECTIVE JUNE 1, 2001

Senators Dorman and Madden

Creation of a State Debt -- Montgomery County -- Hillandale Center

Authorizing the creation of a State Debt not to exceed $100,000, the proceeds to be used as a grant to the
Board of Directors of CHI Centers, Inc., for the planning, design, repair, renovation, reconstruction, and
capital equipping of a former elementary school, Hillandale Elementary, to be used to provide services to
developmentally disabled children and adults; etc.

EFFECTIVE JUNE 1, 2001

Senator Ruben

Creation of a State Debt -- Olney Theatre Center Campus



SB 263

SB 288

SB 290

SB 319

SB 342

SB 348

Authorizing the creation of a State Debt not to exceed $250,000, the proceeds to be used as a grant to the
Board of Directors of The Olney Theatre Center for the Arts for the planning, design, construction, and
capital equipping of The Olney Theatre Center for the Arts, located in Olney; providing for disbursement of
the loan proceeds, subject to a requirement that the grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001

Senator Ruben

Baltimore City -- Community Initiatives Academy L oan of 1999

Altering the use of the funds in Chapter 555 of the Acts of the General Assembly of 1999, Baltimore City --
Community Initiatives Academy Loan of 1999, to permit renovation, reconstruction, and repair; permitting
the use of funds expended prior to June 1, 1999, for the matching fund; extending the date by which the
grantee must provide and expend the matching fund from June 1, 2001, to June 1, 2002; etc.

EFFECTIVE JUNE 1, 2001

Senator M cFadden

Creation of a State Debt -- Aging School Program -- Qualified Zone Academy Bonds

Authorizing the creation of a State Debt in the amount of $8,270,000, the proceeds to be used as a grant to
the Interagency Committee on School Construction for the alocation to eligible school systems under the
Aging School Program for the repair, renovation, and capital improvements of qualified zone academies,
subject to a requirement that the grantee document the provision of a required federal matching fund; etc.
EFFECTIVE JUNE 1, 2001

Senator Miller

Baltimore City -- Baltimore American Indian Center Loan of 1999

Altering the use of funds in Chapter 288 of the Acts of the General Assembly of 1999, the Baltimore City --
Baltimore American Indian Center Loan of 1999; extending the date by which the grantee must provide and
expend a matching fund; etc.

EFFECTIVE JUNE 1, 2001

Senator Sfikas

Creation of a State Debt -- Star Spangled Banner Flag House and 1812 Museum

Authorizing the creation of a State Debt not to exceed $700,000, the proceeds to be used as a grant to the
Board of Directors of the Star Spangled Banner Flag House Association, Inc. for the construction and
capital equipping of a new museum, to be known as the 1812 Museum, and for the repair, renovation, and
reconstruction of the Star Spangled Banner Flag House; etc.

EFFECTIVE JUNE 1, 2001

Senator Hoffman, et al

Queen Anne's County -- Horsehead Education Center Loan of 1999

Altering the date by which the grantee is required to provide and expend a matching fund in Chapter 222 of
the Acts of the General Assembly of 1999, the Queen Anne's County -- Horsehead Education Center Loan
of 1999, from June 2, 2001, to June 1, 2003; and generally relating to the Queen Anne's County --
Horsehead Education Center Loan of 1999.

EFFECTIVE JUNE 1, 2001

Senator Baker

Creation of a State Debt -- Howard County -- Norbel School

Authorizing the creation of a State Debt not to exceed $352,500, the proceeds to be used as a grant to the
Board of Trustees of Norbel School, Inc. for the planning, design, construction, and capital equipping of a
high school, and for the repair, reconstruction, renovation, and capital equipping of the existing school
structure, for Norbel School, located in Elkridge; providing for disbursement of the loan proceeds, subject to



a requirement that the grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001
Senator Kasemeyer

SB 361 Creation of a State Debt -- Maryland 4--H Facilities
Authorizing the creation of a State Debt not to exceed $200,000, the proceeds to be used as a grant to the
Board of Directors of the Maryland 4--H Foundation, Inc., for the construction, renovation, and capital
equipping of facilities at 4--H educational camping locations throughout the State; providing for
disbursement of the loan proceeds, subject to a requirement that the grantee provide and expend a matching
fund; and providing generally for the issuance and sale of bonds evidencing the loan.
EFFECTIVE JUNE 1, 2001
Senator Green, et al

SB 362 Creation of a State Debt -- Washington County -- Discovery Station at Hager stown
Authorizing the creation of a State Debt not to exceed $25,000, the proceeds to be used as a grant to the
Board of Directors of Discovery Station at Hagerstown, Inc. for the renovation, reconstruction, and capital
equipping of the warehouse at 58 East Washington Street in Hagerstown so that it can function as an
interactive science center, incorporating local history displays; providing for disbursement of the loan
proceeds, subject to a requirement that the grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001
Senators Munson and M ooney

SB 385 Creation of a State Debt -- The Walters Art Museum
Authorizing the creation of a State Debt not to exceed $385,000, the proceeds to be used as a grant to the
Board of Trustees of The Walters Art Gallery for the planning, design, construction, and capital equipping
of a building, in Baltimore, for a new major exhibition space, a premier art conservation laboratory, art
handling, and storage; providing for disbursement of the loan proceeds, subject to a requirement that the
grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001
Senator Hoffman, et al

SB 388 Creation of a State Debt -- Montgomery County -- Rehabilitation Opportunities
Authorizing the creation of a State Debt not to exceed $150,000, the proceeds to be used as a grant to the
Board of Directors of Rehabilitation Opportunities, Inc. for the acquisition, planning, design, construction,
and capital equipping of a facility located in Montgomery County, for use in helping developmentally
disabled adults enter the workforce, subject to a requirement that the grantee provide and expend a matching
fund; etc.
EFFECTIVE JUNE 1, 2001
Senator s Hogan and Roesser

SB 402 Creation of a State Debt -- Loyola College Maryland Hall
Authorizing the creation of a State Debt not to exceed $1,800,000, the proceeds to be used as a grant to the
Board of Trustees of Loyola College in Maryland for the planning, design, construction, repair, restoration,
renovation, reconstruction, and capital equipping of Maryland Hall of Loyola College in Baltimore;
providing for disbursement of the loan proceeds, subject to a matching fund requirement; prohibiting the use
of the proceeds of the sale of the bonds and the matching fund for sectarian religious purpose; etc.
EFFECTIVE JUNE 1, 2001
Senator Kasemeyer, et al

SB 409 Creation of a State Debt -- Baltimore City -- Eubie Blake National Jazz I nstitute and Cultural Center
Authorizing the creation of a State Debt not to exceed $75,000, the proceeds to be used as a grant to the



SB 461

SB 497

SB 501

SB 527

SB 532

SB 549

Board of Directors of the Eubie Blake National Jazz Institute and Cultural Center, Inc. for the acquisition of
a new building, and for the renovation, repair, reconstruction, and capital equipping of the new building and
the existing adjacent building, for the Eubie Blake National Jazz Institute and Cultural Center, subject to a
requirement that the grantee provide and expend a matching fund; etc.

EFFECTIVE JUNE 1, 2001

Senators Mitchell and Blount

Creation of a State Debt -- Baltimore City -- The Hearing and Speech Agency

Authorizing the creation of a State Debt not to exceed $200,000, the proceeds to be used as a grant to the
Board of Directors of The Hearing and Speech Agency of Metropolitan Baltimore, Inc. for the acquisition
of land for, and for the planning, design, construction, and capital equipping of a new building for The
Hearing and Speech Agency of Metropolitan Baltimore; providing for disbursement of the loan proceeds,
subject to a requirement that the grantee provide and expend a matching fund; etc.

EFFECTIVE JUNE 1, 2001

Senator Hoffman, et al

Creation of a State Debt -- Calvert County -- Calvert Animal Shelter and Education Center
Authorizing the creation of a State Debt not to exceed $75,000, the proceeds to be used as a grant to the
Board of Directors of Calvert Animal Welfare League, Inc. for the planning, design, construction, and
capital equipping of a private humane shelter in Prince Frederick, subject to a requirement that the grantee
provide and expend a matching fund; etc.

EFFECTIVE JUNE 1, 2001

Senator Dyson (By Request)

Creation of a State Debt -- Baltimore County -- Perry Hall Mansion

Authorizing the creation of a State Debt not to exceed $400,000, the proceeds to be used as a grant to the
County Executive and County Council of Baltimore County for the acquisition, planning, design, repair,
renovation, reconstruction, and capital equipping of the Perry Hall Mansion located at 3930 Perry Hall

Road; providing for disbursement of the loan proceeds, subject to a requirement that the grantee provide and
expend a matching fund; requiring the grantee to grant and convey a specified easement; etc.

EFFECTIVE JUNE 1, 2001

Senator Bromwell

Creation of a State Debt -- St. Mary's County -- St. Clement's Island Lighthouse Memorial
Authorizing the creation of a State Debt not to exceed $50,000, the proceeds to be used as a grant to the
Board of Directors of St. Clement's Hundred, Inc. for the planning, design, and construction of a memorial
structure that replicates the outline of the former St. Clement's Island Lighthouse in size and shape, to be
located near the original site at St. Clement's Island State Park; providing for disbursement of the loan
proceeds, subject to a requirement that the grantee provide and expend a matching fund; etc.
EFFECTIVE JUNE 1, 2001

Senator Dyson

Creation of State Debt -- Southern Maryland Regional Strategy--Action Plan for Agriculture
Authorizing the creation of a State Debt to be issued each year for 6 years beginning in 2003, the proceeds
to be used as a grant to the Tri--County Council for Southern Maryland to assist in the implementation of
the Southern Maryland Regional Strategy--Action Plan for Agriculture adopted by the Tri--County Council
for Southern Maryland; providing for disbursement of the loan proceeds; etc.

VARIOUS EFFECTIVE DATES

Senator Miller and the President (Administration), et al

Creation of a State Debt -- Baltimore City -- vy Family Support Center



SB 550

SB 558

SB 573

SB 574

SB 584

SB 597

Authorizing the creation of a State Debt not to exceed $225,000, the proceeds to be used as a grant to the
Board of Directors of the Epsilon Omega Foundation, Inc. for the planning, design, construction, renovation,
and capital equipping of the vy Family Support Center, to be located at 3515 Dolfield Avenuein
Baltimore; providing for disbursement of the loan proceeds; etc.

EFFECTIVE JUNE 1, 2001

Senator Blount, et al

Creation of a State Debt -- Outward Bound L eakin Park Project

Authorizing the creation of a State Debt not to exceed $500,000, the proceeds to be used as a grant to the
Boa