Summary of the 2007 Special Session of the Maryland General Assembly

University of Maryland, Baltimore 
Office of Government and Community Affairs 
November 19, 2007
The Special Session of the Maryland General Assembly convened on October 29, 2007 for the purpose of addressing the State’s structural budget deficit.  The legislature concluded action on the major bills and adjourned in the early hours of Monday, November 19, 2007.   
The following summarizes the major provisions of interest to the University of Maryland, Baltimore (UMB) in the legislation that passed at the 2007 Special Session.
HB 1 - Budget Reconciliation Act
Generally relates to the financing of State and local government.  The legislation is expected to yield savings to the State General Fund for Fiscal Year 2009 of $337.3 million, of which $190 million is from changes in formulas relating to public elementary and secondary education, $77 million is from available funds in State employee and retire health insurance funds, and $30 million is from a discontinued utility grant for local governments.  
· Expresses legislative intent that the Governor should make reductions of $550 million in General Funds from the “FY 2009 current services baseline budget” and consider proposing legislation at the 2008 Session to defer formulae increases and alter funding mandates in order to slow growth in spending.  Since the bill includes provisions which reduce spending by roughly $337 million, the Governor would need to identify additional reductions of $213 million in the FY 2009 budget that will be introduced in January 2008. 
Note:  HB 1 does not include the itemized list of recommended reductions to State agency spending, including a $3 million reduction across the University System of Maryland, which the House of Delegates had specified in their earlier version of this bill.
· Requires the Governor to submit a plan to the Board of Public Works (BPW) to eliminate 500 vacant positions to yield savings of at least $5 million in General Funds in Fiscal Year 2008.  This provision does not include higher education.  
· Expresses legislative intent that $77 million of available monies in the State Employees and Retirees Health and Welfare Fund be used in the FY 2009 budget to reduce the General Fund cost of providing health benefits for State employees and retirees and that they receive an additional pay period “or the equivalent” in which health insurance contributions are not required.

· Requires that any “noncapital” appropriations from the new  “Higher Education Investment Fund” (HEIF- established in SB 2- see summary below) shall be used in determining funding levels for community colleges and private institutions of higher education (and makes those provisions contingent upon enactment of SB 2).  This provision only relates to community colleges and private institutions.
· Authorizes for FY 2008 only, the use of $20 million from the State’s ”Dedicated Purpose Account” to the Department of Health and Mental Hygiene (DHMH) to be used only as an operating grant to an independent entity with authority over the facilities and health care services provided by Dimensions Healthcare Systems.  However, the grant can only be provided after a long-term comprehensive solution over the facilities and health services provided by Dimensions is reached by legislation or in an MOU between the State and Prince George’s County.

SB 2 - Tax Reform Act of 2007
Generally overhauls the Maryland tax structure beginning January 1, 2008, increasing State revenues by about $77 million in Fiscal Year 2008 and by $412 million in Fiscal Year 2009 (with growth in the years that follow).  Major elements of tax changes and new revenues for higher education follow:  
· Higher Education Investment Fund (HEIF):  Creates this new special, nonlapsing fund to invest in both public higher education and workforce development, and to keep tuition affordable for Maryland undergraduate resident students.  The HEIF consists of money appropriated in the State budget and any other money from any source.  Expenditures must be made in accordance with an appropriation approved by the General Assembly in the annual State budget.  Money in the HEIF may be expended only: (1) to supplement General Fund appropriations to public senior higher education institutions; (2) for public senior higher education capital projects; and (3) for workforce development initiatives administered by the Maryland Higher Education Commission (MHEC).  
· Corporate Income Tax:  Increases the rate from 7% to 8.25%, with the increased revenue to the newly created Higher Education Investment Fund (HEIF) for Fiscal Years 2008 and 2009 only.  Specific provisions direct $16 million in FY 2008 to the HEIF and 6% of corporate income tax revenues (projected to be about $55.5 million) in FY 2009 to the HEIF.  Beginning in FY 2010, the corporate tax revenues are no longer distributed to the HEIF.  However, uncodified provisions express legislative intent that “if the General Assembly determines it to be affordable and fiscally prudent to do so, legislation shall be adopted by the General Assembly in 2009 to continue the distribution of corporate tax revenues to the HEIF…in FY 2010 and each subsequent fiscal year.”
· Personal Income Tax: Creates new individual income tax brackets with the top rate set at 5.5%; expands the refundable earned income tax credit for low incomes; and increases the personal income tax exemption from $2,400 to $3,200, but phases it down to $600 for higher incomes.
· Sales Tax:  Expands the sales tax base to include “computer services” (defined in the bill) beginning in FY 2009.  This provision automatically terminates on June 30, 2013.
· Recordation and Transfer Taxes:  Imposes taxes on the transfer of real property through the sale of a “controlling interest” in specified corporations beginning FY 2009.
· Business Tax Reform Commission:  Establishes a study commission on January 1, 2008 to evaluate the State’s business tax structure, and which at a minimum shall include a review of “combined reporting”.

SB 3 - Maryland Education Trust Fund - Video Lottery Terminals; and

HB 4 – Video Lottery Terminals –Authorization and Limitations  

HB 4 is a constitutional amendment which will be submitted to the voters at the next general election in November 2008.  Note: A constitutional amendment requires that at least three-fifths of the members in each house concur in passing legislation calling for a constitutional amendment; bills normally only require a majority supporting the measure in order to pass.

· HB 4 proposes that the General Assembly can authorize certain expanded forms of gambling which include the following restrictions: 

· A maximum of 15,000 video lottery terminals (VLTs) can be authorized;

· A maximum of 5 video lottery terminals (VLT) facility licenses can be issued at locations specified ( with no more than one video lottery facility in Anne Arundel County, Cecil County, Worcester County, Rocky Gap State Park in Allegany County; and Baltimore City); and

· VLT facilities shall comply with all applicable planning and zoning laws of the local jurisdictions.

· If a majority of the voters in the general election of 2008 authorize additional forms or expansion of gambling, then the State may issue up to 5 video lottery operation licenses “for the primary purpose of raising revenue for: 
1. Education for the children of the State in public schools, prekindergarten through 
grade 12;

2. Public school construction and public school capital improvements; and

3. Construction of capital projects at community colleges and public senior higher education institutions.”

SB 3 establishes the administrative and operational framework for the proposed Video Lottery Terminal (VLT) program.  SB 3 is contingent on passage of HB 4 and ratification by the voters of Maryland at the general election in November 2008.  It anticipates the following stream of revenues: $157 million - FY 2011; $1,019 million – FY 2012; and $1,362 million – FY 2013 (with growth in the years that follow).
· Specifies the distribution of gross VLT revenues for various purposes, and includes 
48.5- 51.0% of those revenues dedicated to the “Education Trust Fund.”  The revenues for this new fund are projected as follows:  $76 million – FY 2011; $494 million – FY 2012; and $660 million – FY 2013 (with growth in the years that follow).
· Establishes the “Education Trust Fund” (State Government Article) as a new special, nonlapsing fund.  Money in the fund shall be used to:

1. Provide funding for public elementary and secondary education, through the continuation of the formulas established under the “Bridge to Academic Excellence in Public Schools Act” of 2002, including Geographic Cost of Education Index;
2. Provide funds to construct public school buildings and public school capital improvements; and

3. Provide funds for capital projects at community colleges and public senior higher education institutions.

· Creates the “Problem Gamblers Fund” (Health- General Article) requiring the Secretary of DHMH to establish a network of clinically appropriate services to problem gamblers and make grants to help public agencies or nonprofit organizations operate a network of clinically appropriate services for problem gamblers who reside in the State, including inpatient and residential services, outpatient services, intensive outpatient services, continuing care services, educational services, services for victims of domestic violence, and other preventive or rehabilitative services or treatment.  DHMH is charged with conducting certain prevalence studies, with the initial study to be completed by 
July 1, 2009.
· Establishes an annual fee of $425 per VLT to be paid by VLT licensees (State Government Article) to support the new Problem Gamblers Fund.  The annual fee is projected to generate $6.4 million annually based on 15,000 VLTs in operation.  The Problem Gambling Fund is created as a special, nonlapsing fund.  After establishing a 24-hour hotline and providing counseling and other support services for compulsive and problem gamblers and after satisfying the purposes of the Fund (as cited in the paragraph above), excess funds may be used by DHMH on drug and other addiction treatment services.  Expenditures must be made in accordance with an appropriation approved by the General Assembly in the annual State budget or by the budget amendment process.
· The State Lottery Agency is charged with conducting a market analysis every 2 years to determine the jurisdiction of residence, demographic characteristics, and annual net customer spending for various gaming products with the initial analysis before June 30, 2010.
HB 5 – Transportation and State Investment Act
HB 5 provides additional funding for transportation and other State programs generating about $1 billion annually beginning in FY 2009.  Major provisions follow:

· Sales/ Use and Vehicle Excise Tax:  Increases the tax rate from 5% to 6%, beginning January 2008 and establishes certain tax-free holidays beginning in FY 2011.

· Tobacco Tax:  Increases tax from $ 1.00 to $2.00 per pack of cigarettes beginning January 2008.

· State Police Helicopters:  Provides funding to replace State Police (Med-Evac) helicopters with $110 million in FY 2008 only from the increased sales and use tax.  Expresses legislative intent that 3 helicopters annually be purchased in FY 2009 through FY 2012, subject to State appropriations.

· Chesapeake Bay Trust Fund:  Creates this new fund with roughly $50 million annually to restore the Bay and its tributaries.

· Scholarships:   Repeals the distribution of $380,000 in revenues from “vanity tag” license fees that were used to support scholarships for health workforce shortage areas and for the Distinguished Scholars Program.  However, the Administration made a commitment to replenish those monies with General Funds.
SB 6 – Working Families and Small Business Health Coverage Act
This emergency bill creates the Maryland Health Care Coverage Fund to support health care coverage for individuals and families with low or moderate income and to support the provision of health care services in Prince George’s County.  Monies in the fund primarily are generated from a transfer of $75 million from the Maryland Health Insurance Plan (MHIP) and moneys collected by an assessment imposed  on hospital uncompensated care savings (which are expected to result from the expansion of health care).  
· Medicaid Expansion:  Eligibility for Medicaid to parents and caretaker relatives with a dependent child living in the home and annual household incomes up to 116% of the Federal Poverty Guideline and to childless adults with incomes up to 116% of the FPG.  Note:  The 116% FPG guideline currently is at $11,844 for a one person; at $15,880 for a 2 person family; at $19,917 for a 3 person family; and at $23,954 for a 4 person family.  The Department of Health and Mental Hygiene (DHMH) is authorized to cap enrollment and limit benefits for childless adults, whose benefits will be phased-in over 4 years.
· Small Employer Health Benefit Plan:  Provide subsidies to a small employer (with 2-9 employees) and the employees, if the employer has not offered a health benefit plan for at least 12 consecutive months.  The employer must meet certain conditions and agree to offer a wellness benefit, as required by the Maryland Health Care Commission (MHCC).

· Uncompensated Care:  Authorizes the Health Services Cost Review Commission (HSCRC), on or after July 1, 2009, to assess an amount in each hospital’s rate equal to a portion of the resulting savings in hospital uncompensated care and requires the HSCRC to share any portion of the savings not subject to the assessment equitably among purchasers of hospital services.
· Prince George’s County:   Subject to meeting certain conditions, authorizes up to $10 million in FYs 2011 through 2013 to DHMH to be used to provide an operating grant to an independent entity with authority over the facilities and health care services provided by Dimensions Healthcare Systems.  However, a grant can only be provided after a 
long-term comprehensive solution (with specified conditions) over the facilities and health services provided by Dimensions is reached by legislation or in an MOU between the State and Prince George’s County.  
Contact:

If you have questions about this summary, contact the UMB Office of Government and Community Affairs at 410-269-5087 or Barbara Klein at bklein@umaryland.edu or Deb Neels at dneels@umaryland.edu.
Copies of the bills are available on the Maryland Legislative Information System website at http://mlis.state.md.us/.
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