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

After each session of the General Assembly, the Department of Legislative Services is
required by law to prepare a report summarizing the fiscal effect on State and local governments of
that year's legislative program (State Government Article, Section 2-1237). In accordance with this
requirement, [ am pleased to submit the following report, Effect of the 2001 Legislative Program on
the Financial Condition of the State.

This document is divided into six chapters.

Chapter One highlights the major components of the fiscal 2002 operating budget (SB 150/
Ch. 204).

Chapter Two summarizes the fiscal 2002 capital budget and the State's capital program (SB
225/Ch. 508).

Chapter Three identifies enacted legislation from the 2001 session that has an impact on
State revenues and expenditures. The revenue and expenditure effects of the legislation are
summarized, as are the number of permanent and contractual positions required.

Chapter Four identifies enacted legislation from the 2001 session that has a fiscal impact
on local governments. This chapter also identifies State mandates on local governments and
provides an overview of State aid to local governments.

Chapter Five provides a listing of all bills passed by the 2001 General Assembly but vetoed
by the Governor for policy reasons. The fiscal implications of those bills are noted.

Further information on issues considered during the 2001 session can be found in 7/e 90 Day
Report - A Review of the 2001 Legislative Session, issued annually by the Department of Legislative
Services following adjournment of the General Assembly.
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The Honorable Thomas V. Mike Miller, Jr.

The Honorable Casper R. Taylor, Ir.

The Honorable Members of the Maryland General Assembly
July 2001

Page 2

I trust this report, which includes formatting improvements this year, will be a useful source
of information for you. If you have any questions concerning its contents, please do not hesitate to
contact me.

Respectfuljy submutted,

Karl S. Aro
Executive Director

KSA/mld
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Fiscal Effects of the 2001 Legislative Program

The fiscal effect of enacted legislation from the 2001 session resulted in a
nonbudgeted general fund revenue increase of $5.1 million and a nonbudgeted general
fund expenditure increase of $44.6 million. Overall, this creates a negative impact of
approximately $39.5 million on the State’s general fund.

The impact of the revenue legislation will be considered by the Board of Revenue
Estimates when the fiscal 2002 revenue estimates are revised in December 2001. The
impact of legislation requiring increased expenditures may result in a deficiency
appropriation being requested by the Governor at the 2002 session or agencies absorbing
the costs within the existing level of appropriations. Legislation requiring additional
special fund or federal fund expenditures was offset in some instances by special fund
or federal fund revenues. These bills could be implemented through the budget
amendment process.

The analysis excludes the effect of legislation for which an estimate cannot be
quantified. The estimates are based on the assumptions stated in the fiscal notes and on
implementation of the legislation during fiscal 2002. Based on the information detailed
in this report, the fiscal impact of legislation enacted at the 2001 session that was not
included in the fiscal 2002 budget is set forth below.

General Funds | Special Funds | Federal Funds
Additional Revenues $5,091,940 $96,485,265 $1,800,000
Additional Expenditures $44,571,968 $37,750,100 $2,744,900
Net Impact ($39,480,028) $58,735,165 ($875,700)

In addition, legislation was enacted that will not impact the State’s budget until
fiscal 2003. This legislation will require increased appropriations totaling $234.8
million.

Net Budgetary
Revenues Expenditures Impact
General Fund $0 $234,774,071% | ($234,774,071)*
Impact in FY 2003

*$208 million of this amount is attributable to SB 719 - Education Finance, Equity, and
Excellence Act of 2001, which continues State aid to local school systems in fiscal 2003
that otherwise would have expired after fiscal 2002. The expenditures amount exclusive
of the effect of SB 719 is $26,774,071.
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Enacted legislation from the 2001 session also created a need for 71.5 new
permanent State positions for fiscal 2002, 64.5 of which are not funded in the fiscal 2002
State budget. Of the new permanent positions, 55.5 (78 percent) will be supported with
general funds, including 45.5 positions not accounted for in the budget. Special funds
will support 5 of the new positions (7 percent) while higher education funds will support
11 of the new positions (15 percent).

For fiscal 2003, it is estimated that another 145 permanent positions were made
necessary by enacted legislation from the 2001 session, bringing the two-year total to
216.5 new permanent positions.
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Chapter One - Operating Budget 5

Budget in Brief

As enacted during the 2001 session, HB 150 (Ch. 102) (the Budget Bill) provides
$21.2 billion in appropriations for fiscal 2002; an increase of $1.25 billion (6.3 percent)
over fiscal 2001. Exhibit 1.1 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 $554.6 million greater than fiscal 2001. Similar
to 2001, the budget provides significant PAYGO capital spending. During the 2000
session the Governor outlined an ambitious agenda for additional capital projects over
amulti-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. Special funds increase $274.9
million (8.0 percent) and federal spending rises $378.7 million (8.6 percent).

State agency operations constitute 48 percent of the budget. Health, education,
and public-safety related agencies receive over 62 percent of dollars allocated 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 0£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.
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Exhibit 1.1
Maryland’s $21.2 Billion Budget
Where It Comes From: Budget by Fund Source

General
51.0%

ah
/ \"\

i Higher Education
8.9%
Special
17.6%

i
Federal
22.6%

Where It Goes: Budget by Purpose

State Agencies
47.5%

__ Other
0.0%
\ Debt Service

Entitlements 2.9%
16.2% | Reserve Fund
0.8%
|
| |
Local Government PAYGO Capital
20.9% 11.8%

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
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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, for the Baltimore City remedy plan, and to help school
systems assist pre-kindergarten through third grade students in 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.

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 undeveloped lands within the State, is funded at $35.0 million
($30.0 million general obligation bonds/$5.0 million PAYGO). Community Legacy
received $10.0 million ($1.0 million operating/$9.0 million PAYGO) 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 PAYGO). 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. Anincrease ofnearly $110million 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
ofrevenues 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
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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 Nasdaq continued to lose
ground from its all-time high in the spring of 2000. Despite the unsettling national
economic picture, 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 Fund (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 recommendation 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 PAYGO higher education projects. Primary and secondary education spending
realized an increase of $195.0 million, which is largely 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
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($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 also 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: As introduced, 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 andthe 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.

Legislative 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 out-year
spending.

Underfunding of the Base Budget

In January 2001, the Department of Legislative 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
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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 allowance did not contain
funding to address the deficit.

The General Assembly ultimately acted to reduce the deficit in mental health
services through Chapter 275, Acts of 2001 (Tax Amnesty Program). This legislation
authorized the Governor to transfer funds from the Dedicated Purpose Fund in order to
cover MHA’s deficit. The legislature also restricted certain fiscal 2002 funds to cover
any prior year deficit. Although estimates of the deficit have continued to grow since the
session, the actions of the legislature have reduced the fiscal 2001 deficit to a more
manageable $4.5 million. However, the Department of Legislative Services notes that
MHA'’s fiscal 2002 appropriation is likely to be significantly short based on current
estimates of expenditures. Without a significant infusion of general funds, MHA will
have to seriously reduce services in order to balance 1ts fiscal 2002 budget.

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 also believed to require additional dollars.
Added to this were legislative 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.
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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. It is within this context that
the legislature received a budget that proposed spending nearly all of the $385.0 million
projected fiscal 2001 closing balance, in addition to most of the balance of the Revenue
Stabilization Fund beyond the statutorily required S percent of general fund revenues.
Although the budget contained a significant amount of spending for one-time PAYGO,
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 PAYGO
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.

Legislative/Budget Actions

Reductions: The legislature reduced the Governor’s fiscal 2001 deficiency items
by $25.8 million and pared the fiscal 2002 allowance by $294.2 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 (85.0 million) programs. Other reductions scaled back additional
spending in the Judiciary, across-the-budget computer costs, and nonpublic special
education placements. A $7.8 million reduction was made to the Sick Leave Incentive
program to limit its scope to a pilot basis.
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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 1.2, 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 HB 828 (Ch. 275) 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 a pilot basis, reduced the turnover rate in DJJ, and
restricted $7.2 million to the Dedicated Purpose Fund for TANF supported programs.

Outlook for Future Budgets

As shown in Exhibit 1.3, a potential budget shortfall of $438.5 million is
projected to exist by the end of fiscal 2003. The gap actually exceeds $523 million but
is mitigated by the estimated transfer of $85.0 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 PAYGO 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 $24.9 million in fiscal 2002
largely due to HB 309 (Ch. 568) for the mass transit initiative ($17.9 million), and SB
166 (Ch. 581) 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 $77.7 million by fiscal 2006.
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Legislation with significant out-year costs was passed relating to free or
subsidized prescription drugs for seniors (SB 236/HB 6 (Ch. 134/135)), developmental
disability community provider reimbursements (SB 432/HB 922 (Ch. 109/110)), and
State funding for circuit court law clerks (HB 716 (Ch. 677)). This, and other
legislation, is expected to require outlays 0of $52.8 million in fiscal 2003. By fiscal 2006,
the costs of legislation passed at the 2001 session could approximate $101.3 million.

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

Asshown in Exhibit 1.4, the State has contingency resources which are available
to mitigate the problem. This includes $569.5 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 PAYGO 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 revenue collections for fiscal 2001 remain modestly ahead of estimate.

Exhibit 1.4
Funds Available for Contingencies

Fiscal 2002
($ in Millions)

PAYGO Embargo $130.0
Revenue Stabilization Account

Over 5% 74.1

Target Level (5% of estimated general fund revenues) 495.4
Dedicated Purpose (TANF) 77.6
Joseph Fund 16.5
Total Available - General Funds $793.6

Projected FY 2002 Ending Balance Transportation Trust Fund $141.2
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By the Numbers

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

Exhibit 1.5 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 1s $7.7 million

Exhibit 1.6, the fiscal note on the budget bill, depicts the Governor’s allowance,
legislative 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 $320.0 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 1.7 illustrates budget changes by major expenditure category by fund.
Total spending grows 6.3 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. PAYGO 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 47.4 percent, based on the lower amount of unappropriated general fund
closeout which is statutorily required to be appropriated.
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Exhibit 1.5
General Fund Impact - 2001 Session Actions
($ in Millions)
FY 2001 FY 2002
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 - (24.9)
Transfer from Revenue Stabilization Fund 30.0 5332
Tax Amnesty Funds - 30.0
Additional Lottery revenues - 10.0
Hospital Patient Recoveries 5.1 10.0
Adjustments to Lottery, Workers' Comp., & Misc. exp. 0.1 3.7
9,683.5 10,442.0
Total Revenue Available $10,619.8 $10,827.0
Expenditures
Appropriations in original budget, less reversions 9,933.8 10,711.9
Appropriation to Reserve Fund, including deficiencies 311.0 186.4
Supplemental Budget Number 2 2.1 1123
Adjustment to operating budget reversions - (25.0)
Reductions to general fund expenditures/deficiencies (12.2) (166.2)
10,234.7 10,819.4
Total Funds Available $ 385.0 $ 7.7
Reserve Fund
Rainy Day Fund Balance over 5% of GF $ 405.6 $74.1
Cash Balance $ 790.7 $81.8
Spending Affordability Impact
Original Budget Over (Under) Limit $184.5
Supplemental Budget No. 1 0.5
Supplemental Budget No. 2 311
Reductions (216.5)

Available Over (Under) Limit

$(0.3)




Effect of the 2001 Legisiative Program on the Financial Condition of the State

18

16L°00T°€EE 1S

199°085°068°1$

€08 LSS SLT 1T
886°TYT'LSTS

01¥°200°0Z¢$
"000°T009
S6T°561°38C
000°0S¢

S11°985°¢T$

Y8TTIC'SSTS
V8T CLI 91
000°0F1°CES

PITPTLTIS)
083°30%
(000°€ET‘TIS)

1€0°ST1S 18Y°1TS

199708570681
0%

000°005°9Z$

0
000°005°92
0

0%

0%
0

0%

0$
0

0%

199°080°L16°1$

8TOTLYSIETIC
€01°TH0'c91$

spunyg [ejo],

199°080°LI6T
0%

spun, uoneanpy

SI8°TSOVTRvS
L39CO06LL T
8T1°0S9°SH$

Y8LETPES
0
P8L€9S 0T
0
000°009°€1$

000°000°1$

0000001
0%

0%
0
0%

665918 LS VS

1LP'996 86L ¥
821°052°65$

spung [e1epajg

16E°TS9°E0LES
TEICC69TLE
(1vL0LT'c19)

69L°8Y6°08$
000001

69L8¥8°08

0

0%

619°8.8°C1$

6198L8CI
0%

(P11P2LT1S)
983°30F
(000°cE1°219)

SSO‘SPESLES
065 €8S PSLE
(vLLe1'rs)

spuny [eadsg

"WOI[[IW ()'GZ§ 01 SUOISIOAAI 10 uondumsse ay paonpar g ‘oN 1e8png [eiuswajddng .,

"UOL[[IW ()'0S§ JO SUOISIIADI puny [eIouoS palunssy 4

vZ6'STTYI6°01$
€CECST63L0T
109°€98°¥CIS

LS8°68E'8LIS
000106 S
TrLT8T 091
000°0ST

SIT'9S6°TTS

voneudorddy [ejo],
+x 193pnd TOOT Ad

1edpng Aouaroyad 1007 Ad
:suoperidoaddy

suononpay [eiel,

s1o8png rewswsrddng zooz Ad

188png 7007 Ad

Koustoya( [eyuawe(ddng 1007 Ad

123png Aouarogad 100 Ad

199)IWIWO ) IUIIUO) ) £q suopanpay

S99‘CEr YIS

CO0E6C ¢l
000°0¥1°2¢E$

0%
0
0$

9ITCLI‘ET6 0TS

00bTHT 8I8°0T
91L°6T6'%01$

Spuny] [eJau0n)

0ST [1'g SNO -- [[Ig 193png 91} Jo A1eunung

0N [BISI]
91 NQUyXy

1sanbay] 108png [ejwawaiddng
1e8png 00T Ad

193png Aouaroya( 100 Ad
:7 *oN 198png euouniddng

1sanbay] 108png [euswarddng
108png Z00Z Ad

108png ALouatoya 1002 A
:1 *oN 128png [gpuoun[ddng

1sanbay 198png [ewrSup
+ 123pngd 700T Ad

103png Asusloyad 100T Ad
:35anbay s, 10010409




Chapter One - Operating Budget 19

Exhibit 1.7

State Expenditures -- General Funds
($ in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.

Category FY 2000 FY 2001 FY2002 01to02 01to02
Debt Service $189.3 $204.5 $204.0 -$0.5 -0.3%
Aid to Local Governments
General Government 145.1 1753 202.9 27.5 15.7%
Community Colleges 1414 163.6 178.5 14.9 9.1%
Education & Libraries 2,650.6 2,719.8 2,857.9 138.1 5.1%
Health 48.4 52.2 56.9 4.7 9.0%
2,985.5 3,111.1 3,296.3 185.2 6.0%
Entitlements
Foster Care Payments 123.1 119.6 129.3 9.8 8.2%
Assistance Payments 68.1 65.3 62.7 2.6 -4.0%
Medical Assistance 1,118.7 1,320.1 1,407.1 87.0 6.6%
Property Tax Credits 55.2 53.5 52.6 -0.9 -1.7%
1,365.0 1,558.4 1,651.7 93.3 6.0%
State Agencies
Health 942.2 1,006.2 1,109.6 103.4 10.3%
Human Resources 271.8 285.2 2927 7.5 2.6%
Systems Reform Initiative 47.0 46.9 43.1 -3.8 -8.0%
Juvenile Justice 129.9 143.8 164.0 20.2 14.1%
Public Safety & Police 806.0 863.4 920.9 S57.5 0.7%
State Colleges & Universities 799.1 886.5 974.5 87.9 9.9%
Other Education 210.5 248.6 278.0 294 11.8%
Agric./Natl Res./Environment 109.9 125.5 152.0 26.5 21.1%
Other Executive Agencies 484.0 540.0 566.9 26.9 5.0%
Judicial & Legislative 260.6 281.4 317.7 36.3 12.9%
Across-the-Board Cuts 0.0 0.0 -11.3 -11.3 n.a.
4,060.8 4,427.5 4,808.0 380.5 8.6%
Subtotal $8,600.6 $9,301.5 $9,959.9 $658.5 71%
Capital 3154 645.3 688.9 43.5 6.7%
Transfers 0.0 2.0 2.0 0.0 0.0%
Reserve Fund 115.5 311.0 163.6 -147.4 -47 4%
Appropriations $9,031.5 $10,259.7 $10,814.4 $554.6 5.4%
Reversions 0.0 -25.0 -25.0 0.0 0.0%
Grand Total $9,031.5 $10,234.7 $10,789.4 $554.6 5.4%

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



20 Effect of the 2001 Legislative Program on the Financial Condition of the State

Exhibit 1.7 (Continued)
State Expenditures -- Special and Higher Education Funds#*

($ in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.
Category FY 2000 FY 2001 FY 2002 0l1to02 01to02
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 4.
Education & Libraries 0.9 67.4 79.6 12.2 18.1%
Health 0.0 0.0 0.0 0.0 n.a.

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 273 44.7 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 42.5 2.3%
Other Education 26.0 42.0 42.0 -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 245.6 212.5 2214 8.9 4.2%
Judicial & Legislative 14.2 12.1 9.3 -2.7 -22.8%
Across-the-Board Cuts 0.0 0.0 -5.1 -5.1 n.a.

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 -19.9  -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.
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Exhibit 1.7 (Continued)
State Expenditures -- Federal Funds

($ in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.
Category FY 2000 FY 2001 FY2002 01to02 01to02
Debt Service $0.0 $0.0 $0.0 $0.0 n.a.
Aid to Local Governments
General Government 223 354 329 2.5 -7.1%
Community Colleges 0.0 0.0 0.0 0.0 n.a.
Education & Libraries 440.1 466.5 511.0 44.5 9.5%
Health 4.5 4.5 4.5 0.0 0.0%

466.9 506.4 548.4 42.0 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 n.a.

1,547.4 1,736.7 1,730.9 -5.9 -0.3%
State Agencies
Health 4227 464.5 479.8 15.3 3.3%
Human Resources 4529 562.4 568.6 6.2 1.1%
Systems Reform Initiative 28.5 433 29.0 -14.2 -32.9%
Juvenile Justice 16.7 15.1 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 48.5 51.6 3.1 6.4%
Other Executive Agencies 243.6 293.1 376.0 83.0 28.3%
Judicial & Legislative 1.7 22 2.0 -0.2 -10.6%
Across-the-Board Cuts 0.0 0.0 -1.3 -1.3 n.a.

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 4399 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 cuts to the deficiencies. Both fiscal 2001
and 2002 reflect supplemental budgets #1 and #2.
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Exhibit 1.7 (Continued)

State Expenditures -- All State Funds
(3 in Millions)

Actual Work. Appr. Leg. Appr. $ Diff. % Diff.

Category FY 2000 FY 2001 FY2002 01toc02 01to02
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 1414 163.6 178.5 14.9 9.1%
Education & Libraries 2,651.5 2,788.2 2,938.6 150.3 5.4%
Health 48.4 52.2 56.9 4.7 9.0%
3,466.2 3,665.3 3,873.4 208.1 5.7%
Entitlements
Foster Care Payments 1234 121.4 131.3 9.9 8.1%
Assistance Payments 89.9 8l1.4 83.7 2.3 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 3299 339.0 9.1 2.8%
Systems Reform Initiative 472 47.0 432 -3.8 -8.0%
Juvenile Justice 130.6 143.9 164.2 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 2,870.6 130.4 4.8%
Other Education 236.5 289.5 318.9 294 10.2%
Transportation 881.6 916.8 984.0 67.1 7.3%
Agric./Natl Res./Environment 2094 236.4 262.7 26.3 11.1%
Other Executive Agencies 729.6 752.5 788.3 35.8 4.8%
Judicial & Legislative 274.7 2934 327.0 33.6 11.4%
Across-the-Board Cuts 0.0 0.0 -16.4 -16.4 n.a.
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 19.9 0.0 -19.9  -100.0%
Transfers 0.0 2.0 2.0 0.0 0.0%
Reserve Fund 115.5 311.0 163.6 -147.4 -47. 4%
Appropriations $14,087.7 $15,550.5 $16,421.9 $871.3 5.6%
Reversions 0.0 -25.0 -25.0 0.0 0.0%
Grand Total $14,087.7 $15,525.5 $16,396.9 $871.3 5.6%

Note:  Fiscal 2001 reflects deficiency appropriations and $12.2 million in cuts to the deficiencies. Both fiscal 2001
and 2002 reflect supplemental budgets #1 and #2.
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Exhibit 1.7 (Continued)
State Expenditures -- All Funds

($ in Millions)

Actual Work. Appr. Leg. Appr. $Diff. % Diff.
Category FY 2000 FY 2001 FY 2002 01to02 01to02
Debt Service $594.4 $580.8 $614.5 $33.6 5.8%
Aid to Local Governments
General Government 647.2 696.6 7323 35.7 5.1%
Community Colleges 141.4 163.6 178.5 14.9 9.1%
Education & Libraries 3,091.6 3,254.7 3,449.6 194.8 6.0%
Health 52.9 56.7 61.4 4.7 8.3%

3,933.1 4,171.7 4421.8 250.1 6.0%
Entitlements
Foster Care Payments 199.0 212.6 222.9 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 3,353.5 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 8923 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 2534 284.9 3143 294 10.3%
Other Executive Agencies 973.2 1,045.6 1,164.3 118.7 11.4%
Judicial & Legislative 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 311.0 163.6 -147.4 -47.4%
Appropriations $17,868.3 $19,950.8 $21,200.9  $1,250.0 6.3%
Reversions 0.0 -25.0 -25.0 0.0 0.0%
Grand Total $17.868.3 $19.925.8 $21,175.9 $1,250.0 6.3%

Note:  Fiscal 2001 reflects deficiency appropriations and $25.8 million in cuts to the deficiencies. Both fiscal 2001
and 2002 reflect supplemental budgets #1 and #2.
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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
(PAYGO) basis in the operating budget; and $260 million is funded with revenue bonds,
including higher education academic bonds ($25 million) and transportation bonds ($235
million). Exhibit 2.1 presents an overview of the State’s capital program for fiscal 2002.
Exhibit 2.2 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, HB 255 (Ch. 111), and various
individual bond bills. In addition, SB 288 (Ch. 139) 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:

o 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, asbestos
abatement, and Rural Legacy programs.

In addition to being used to fund the same types of projects funded with general
obligation debt, PAYGO funds are used for economic development, housing, and
environmental programs for which tax-exempt debt cannot be issued under federal tax
guidelines. Exhibit 2.3 lists capital projects by fund source. The individual bond bills
are listed in Exhibit 2.4.
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Exhibit 2.1
Summary of the Capital Program as Passed for the 2001 Session
($ in Millions)
| Bonds | Current Funds (PAYGO) |
General ' '
Function Obligation Agency Recycled General Special Federal Total
State Facilities $70.6
Facilities Renewal $11.1 $0.0 $0.0 $0.0 $0.3 $0.0
Other 20.9 0.0 0.0 38.2 0.0 0.0
Health/Social $37.7
State Facilities 14.0 0.0 0.0 43 2.4 0.0
Private Hospitals 4.2 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 3.9 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 $73.3
State Corrections 33.8 0.0 0.0 2.6 0.0 4.9
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
School 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 0.0 243.2 0.0 0.0
Morgan State University 82 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 26.9 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 $70.0
Housing 1.5 0.0 0.0 19.3 15.7 5.7
Other 1.6 0.0 0.0 16.8 1.4 7.9
Economic Development $86.1
Economic Development 0.0 0.0 0.0 52.1 34.0 0.0
Local Projects $95.9
Administration 409 0.0 0.0 30.6 0.0 0.0
Legislative 245 0.0 0.0 0.0 0.0 0.0
Transportation* $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 $0.0 $688.9 $787.2 $876.2 $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
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Exhibit 2.2

Non-Transportation Capital
$1,515 Million

Sources Uses
Education
Rev. Bonds GO Bonds 17.8%
1.7% 33.9% . Public Safety
Higher Education 0
| e 4.8%
/
\* _FF
\ 1.6%
N
. . Environment
42.5% \ Housing/Comm. Devel. 24.1%
v‘ (1)
6% " | | Health/Social
SF Economic Devel. [ 2.5%
20.4% 5.7% | State Facil
Local Projects 4.7% ‘

6.3%

Source: Department of Legislative Services
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Exhibit 2.4
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
Subtotal -Private Higher Education $6,000,000

MHA Hospitals
456 McHale Deaton Specialty Hospital and Home State 130,000
81 Hafer Garrett County Memorial Hospital State 1,600,000
174 Montague Good Samaritan Hospital of Maryland State 500,000
1287 V. Jones Mercy Medical Center State 1,000,000
52 Hammen The Johns Hopkins Bayview Medical Ctr ~ State 500,000
618 Donoghue Washington County Health Systems State 470,000
Subtotal -N[HA;-Ho_spitais $4,200,000

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 2.4 (Cont.)
Legislative Projects - 2001 Session
Final Action
House Senate Final
HB Sponsor SB Sponsor Project Title Co. Action
Local Projects
974 Delegation Court House Annex Alleg 400,000
Subtotal -Allegany $400,000
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
Subtotal -Anne Arundel $1,090,000
136 Rosenberg Concord Apartments BCity 750,000
1286 Marrioft 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 1,000,000
623 Hughes Pimlico Road Arts and Community Ctr BCity 750,000
1404 Paige Saratoga Center BCity 100,000
789 Campbell Theodore Roosevelt Recreation Ctr BCity 200,000
90 Conway USA Educational/Cultural Foundation BCity 50,000
Subtotal -Baltimore City $5,075,000
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
193 Hollinger The Wellness Community-Baltimore Balt 500,000

Subtotal -Baltimore

$1,400,000
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Exhibit 2.4 (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

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 Owings Twin Beach Community Health Ctr Cal 150,000
Subtotal -Calvert $975,000

467 Baker Adkins Arboretum Carol 300,000
552 Walkup The Benedictine School Carol 100,000
Subtotal -Caroline $400,000

1011 Delegation Arts Council Theater Rehabilitation Carr 200,000
1012 Delegation Historical Society of Carroll County Carr 200,000
Subtotal -Carroll $400,000

1023 Guns Hollingsworth House Cecil 200,000
Subtotal -Cecil $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
Subtotal -Charles $1,150,000

981 Delegation American Red Cross Fred 150,000
792 Delegation House Hospice Fred 200,000
982 Delegation Weinberg Center for the Arts Fred 100,000
Subtotal -Frederick $450,000

274 Edwards Garrett County Courthouse Gar 300,000
Subtotal -Garrett $300,000

211 Delegation Bel Air Community Center Har 100,000

216 Delegation Havre de Grace Maritime Museum Har 50,000
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Exhibit 2.4 (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 Kasemeyer Norbel School How 352,500
Subtotal -Howard $352,500
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 VanHollen Wheaton Multi-Service Youth Facility Mont 500,000
Subtotal -Montgomery $3,850,000
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
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Exhibit 2.4 (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

Subtotal -Prince George's $2,390,000

466 Baker Cray House QA 100,000
Subtotal -Queen Anne's $100,000

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's $300,000

760 McClenahan Teackle Mansion/Sarah Martin Done Hse.  Som 235,000
Subtotal -Somerset $235,000

811 Schisler Chesapeake Bay Maritime Museum Tal 300,000
558 Colburn Oxford Community Services Building Tal 150,000

Subtotal -Talbot $450,000

582 Delegation American Red Cross Wash 300,000
362 Munson Discovery Station at Hagerstown Wash 25,000

739 Munson Hagerstown Arts and Entertainment Dist Wash 235,000

Subtotal -Washington $560,000

692 Conway Rotary Scout and Comm Ctr Wic 350,000
Subtotal -Wicomico $350,000

762 Bozman Mar-Va Theater Wor 50,000
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Exhibit 2.4 (Cont.)
Legislative Projects - 2001 Session
Final Action
House Senate 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
Subtotal -Worcester $725,000
Subtotal - Statewide and Local Projects $24,548,500

Total - New Projects

$34,748,500
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Debt Affordability

In its September 2000 report, the Capital Debt Affordability Committee (CDAC)
recommended a general obligation (G.0.) 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 personal 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 there
is over $1.3 billion capacity between the estimated debt and the debt that would be
allowed under the debt limit. For debt service, over $236 million in capacity remains in
fiscal 2002. Exhibit 2.5 shows the effect of increasing the authorized debt level by $30
million.

Exhibit 2.5
Effect of Increasing the General Obligation Debt Limit by $30 million

Debt Outstanding as Percent Debt Service as Percent of
of Personal Income Revenues
Fiscal Before After Before After
2002 2.53 2.53 5.99 5.99
2003 2.49 2.50 6.01 6.02
2004 2.45 2.46 5.93 5.94
2005 2.40 241 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 credits in lieu of interest payments.
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Embargoed PAYGO 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 PAYGO 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 2.6
lists the projects, the general fund legislative appropriation, and the amounts withheld.

Exhibit 2.6
Embargoed General Fund PAYGO

General Fund Amount
Project Legis. Approp. VWithheld
UMB: New Dental 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: CARRB II 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
TEDCQ: 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 Development 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: Special 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

Source: Department of Legislative Services and Office of the Governor
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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.

Tobacco Crop Conversion Funding

As introduced, SB 532 (Ch. 103) 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.

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 2.7 shows
the fiscal 2002 legislative appropriation for higher education capital and the funding
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anticipated in the CIP for fiscal 2003-2006. Exhibit 2.8 shows the fiscal 2002 allocation
of capital funding by higher education institutions.

Exhibit 2.7
Higher Education
Fiscal 2002 Legislative Appropriation and Out-Year Capital Funding
($ in Thousands)

Fiscal
Source 002 200 2004 2005 2006 Total
G.O. Bonds $130,387 $135,250 $164,450 $233,300 $186,450 $849,837
PAYGO 292,712 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 Improvement Program

Exhibit 2.8
Higher Education
Fiscal 2002 Allocation of Capital Funding by Institution
($ 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
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Exhibit 2.8 (Cont.)
Higher Education
Fiscal 2002 Allocation of Capital Funding by Institution

FY 2002
Institution Capital Funding
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 Oftfice 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

Source: Department of Legislative Services

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. In May 2001 the Board of Public Works allocated the remaining $56.8 million
fiscal 2002 appropriation. Additionally, it allocated $29 million raised from a capital
lease to accelerate the Technology in Maryland Schools Program to complete wiring of
all public schools in Maryland and it allocated $13 million from the Public School
Construction Statewide Contingency Account. The QZAB funding was also allocated.
These allocations bring the total funding for school construction in fiscal 2002 to $295.1
million. Exhibit 2.9 shows the initial allocations by jurisdiction.

Pursuant to §13-715.2 of the Financial Institutions 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
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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 Yards 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 special fund proceeds from the Maryland State
Lottery 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 2.9

Public School Construction Allocations

FY 2002 Qualified Zone
LEA Allocation Academy Bonds
Allegany $1,357,000 $151,000
Anne Arundel 20,331,000 444,000
Baltimore City 44,084,000 2,518,000
Baltimore County 17,012,000 1,693,000
Calvert 430,000 0
Caroline 8,350,000 73,000
Carroll 8,321,000 0
Cecil 5,092,000 102,000
Charles 711,000 86,000
Dorchester 7,407,000 39,000
Frederick 25,673,000 117,000
Garrett 213,000 52,000
Harford 8,072,000 335,000
Howard 25,005,000 81,000
Kent 642,000 37,000
Montgomery 44,400,000 633,000
Prince George’s 44,400,000 1,446,000
Queen Anne’s 243,000 0
St, Mary’s 12,808,000 109,000
Somerset 462,000 31,000
Talbot 1,518,000 70,000
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Exhibit 2.9 (Cont.)
Public School Construction Allocations

FY 2002 Qualified Zone
LEA Allocation Academy Bonds
Washington 4,538,000 283,000
Wicomico 3,391,000 147,000
Worcester 2,140,000 41,000
Subtotal $286,600,000 $8,488,000*

*Includes $218,000 reallocated from funds approved in fiscal 2001.

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 2.10 shows the allocation by fund source. Exhibit 2.11 shows the
distribution of the local Program Open Space funding.

Exhibit 2.10
Program Open Space Funding for Fiscal 2002

($ in Thousands)
G.0O.
General Special Federal Bonds Total
Land Acquisition & Local 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
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Note: These numbers may change as the allocation formula has a census component that will be updated

this year.

Exhibit 2.11
Local Program Open Space Funding Distribution

County
Allegany
Anne Arundel
Baltimore
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
Baltimore City
Total

Source: Department of Legislative Services

Allocation
$475,065
5,121,329
5,778,318
512,885
222,850
1,152,753
$592,901
1,043,018
191,393
1,219,833
237,212
1,703,076
$3,035,415
144,226
7,706,320
6,514,619
310,938
578,816
$136,783
329,427
898,876
602,135
584,085
3,385,866
$42,478,139
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Permanent Positions Needed by Agency

103

Agency

Aging

Agriculture

Attorney General’s Office

Education

Energy Administration

Environment

Ethics Commission

Executive Department

Higher Ed. Comm.

Higher Ed. Lbr. Rel. Bd.

Hlth. & Mental Hyg.

! Funds for these positions are included in the FY 2002 budget.
? Funds for three of these positions are included in the FY 2002 budget.

Fund Type

GF

GF

GF

GF

GF

GF

GF

GF

GF

GF
SF

Beginning in
FY 2002

0.5

1.0

6.0

2.0

2.0

2.0

2.0

6.0°

1.0

3.0

8.0
1.0

Beginning in
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Permanent Positions Needed by Agency (cont’d)

Beginning in Beginning in

Agency Fund Type FY 2002 FY 2003
Human Resources

GF 6.0 0
Judiciary

GF 0.0 143.0
Labor, Lic., & Reg.

GF 9.0 0
Morgan St. Univ.

HE 1.0 0
Natural Resources

GF 3.0 0
Public Sfty & Corr. Srves.

GF 2.0 0
Public Srve. Comm.

GF 1.0 0
St. Mary’s College

HE 1.0 0
State Police

GF 2.0° 0
Transportation

SF 4.0 2
Univ. Sys. of MD

HE 8.0 0

Total 71.5 145.0

* Funds for these positions are included in the FY 2002 budget.
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Contractual Positions Needed by Agency

Beginning in Beginning in

Agency Fund Type FY 2002 FY 2003
Education

GF 1.0 0
Energy Administration

GF 1.0 0
Human Resources

GF 2.0 0
Labor, Lic., & Reg.

GF 1.0 0
Natural Resources

GF 5.0' 3.0
Public Sfty & Corr. Srves.

GF 2.0 0
Transportation SF 2.0 0
Total 14.0 3.0

! Funds for some or all of these positions are included in the FY 2002 budget (depends upon agency allocation of
money).
? Funds for these positions are included in the FY 2002 budget.
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Overview of State Assistance to Local Governments

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 $256.4 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 Baltimore 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 Baltimore 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 $4 billion. This represents a 6 percent increase over fiscal 2001.
Exhibit 4.1 provides a summary of State aid since fiscal 1996.
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Exhibit 4.1
Summary of State Assistance to Local Governments
Fiscal 1996 - 2002
($ in Millions)
Retirement Functions
Fiscal Direct Payments Assumed by Percent
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 2,441.4 479.7 2,921.2 108.9 3,030.1 5.0%
1998 2,659.6 4748 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 4.2 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.

Public Schools

Libraries
Community Colleges

Local Health

General Government

Total

Exhibit 4.2
Changes in State Aid Patterns
($ in Millions)
Fiscal Percent Fiscal Percent Percent
2001 of Total 2002 of Total Increase
$2,740.5 74.9% $2,892.7 74.6% 5.6%
41.7 1.1% 44.8 1.2% 7.3%
163.6 4.5% 178.5 4.6% 9.1%
52.2 1.4% 56.9 1.5% 9.0%
661.2 18.1% 702.3 18.1% 6.2%

$3,659.3 100.0% $3,875.3 100.0% 5.9%
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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 4.3 summarizes the distribution of direct State aid by
governmental entity. The exhibit also shows the estimated State retirement payments for

local employees. Exhibit 4.4 compares total State aid in fiscal 2001 and 2002 by
program.
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Exhibit 4.4
Total State Assistance to Local Governments
Direct State Aid
Program FY 2001 FY 2002 Difference
Current Expense Aid 1,621,327,150 1,681,230,578 59,903,428
Compensatory Education 113,548,428 117,123,662 3,575,234
School Transportation - Regular 117,001,261 127,766,954 10,765,693
School Transportation - Special Ed 5,587,000 5,556,500 -30,500
Special Education - Formula 81,253,345 81,253,345 0
Special Education - Nonpublic Placements 91,596,795 104,880,651 13,283,856
Special Education - Infants & Toddlers 0 433,250 433,250
Limited English Proficiency Grants 25,620,300 30,057,750 4,437,450
Additional Poverty Grants 18,163,360 18,163,360 0
Targeted Poverty Grants 7,999,999 8,000,000 1
Magnet Schools 14,100,000 14,100,000 0
Extended Elementary 19,262,500 19,262,500 0
Baltimore City Partnership 66,232,417 70,465,079 4,232 662
Aging Schools 10,370,000 10,370,000 0
Targeted Improvement Grants 21,813,199 21,991,425 178,226
Teacher Development/Mentoring Programs 33,936,000 35,508,000 1,572,000
Adult Education 1,453,602 1,453,602 0
Food Service 5,300,664 6,264,663 963,999
Gifted and Talented Grants 5,209,829 6,209,829 1,000,000
School Library Media Program 3,000,000 3,000,000 0
Class Size Initiative 11,667,000 17,320,382 5,653,382
Education Modernization 10,351,011 13,405,998 3,054,987
Challenge Grants 5,788,827 6,788,827 1,000,000
School Reconstitution 9,797,400 9,797,400 0
Out-of-County Placements 5,603,041 6,063,043 460,002
School Wiring 0 787,000 787,000
Early Education Initiatives 0 19,000,000 19,000,000
Teacher's Salary Grant 35,014,618 85,664,628 50,650,010
Academic Intervention 11,600,000 19,100,000 7,500,000
Other Programs 21,548,252 23,442,255 1,894,003
Total Primary & Secondary Education $2,374,145,998 $2,564,460,681 $190,314,683
Library Formula 24,882,622 26,005,123 1,122,501
Library Network 8,418,299 11,011,769 2,593,470
Total Libraries $33,300,921 $37,016,892 $3,715,971
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Exhibit 4.4 (Cont.)

Total State Assistance to Local Governments

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 Aid

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

State's Attorney Misc. Grants
Circuit Court Misc. Grants
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 for Utilities

Direct State Aid
FY 2001 FY 2002 Difference
134,856,667 151,099,512 16,242,845
1,644,547 1,979,918 335,371
6,805,683 7,144,999 339,316
2,242,981 2,242,981 0
3,350,880 3,318,542 -32,338
$148,900,758  $165,785,952 $16,885,194
423,800,998 430,421,400 6,620,402
3,315,789 4,315,789 1,000,000
2,382,051 3,382,051 1,000,000
$429,498,838  $438,119,240 $8,620,402
59,747,844 60,354,152 606,308
10,000,000 10,000,000 0
2,600,000 600,000 -2,000,000
4,454,905 4,253,349 -201,556
50,000 50,000 0
2,000,000 2,000,000 0
4,462,500 4,462,500 0
100,000 100,000 0
1,000,000 1,000,000 0
5,000,000 5,000,000 0
1,342,000 1,722,354 380,354
0 400,000 400,000
200,000 200,000 0
0 360,000 360,000
$90,957,249 $90,502,355 -$454,894
37,112,590 43,978,138 6,865,548
375,000 750,000 375,000
$37,487,590 $44,728,138 $7,240,548
52,223,866 56,942,362 4,718,496
15,307,603 30,615,201 15,307,598
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Program
Disparity Grant

Horse Racing Impact Aid
Security Interest Filing Fees
Payments in Lieu of Taxes

Lead Paint Abatement Grant
Senior Citizens Activities Center
Warfield Complex Historic Site
Statewide Voting Systems
Prince George’s Special Grants
Total Other Direct Aid

Total Direct Aid

Retirement - Teachers

Retirement - Libraries

Retirement - Community Colleges
Retirement - Local Employees
Total Payments-in-Behalf
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Exhibit 4.4 (Cont.)
Total State Assistance to Local Governments
Direct State Aid
FY 2001 FY 2002 Difference
81,626,679 89,289,557 7,662,878
1,330,800 1,330,800 0
2,953,135 2,734,750 218,385
675,485 675,485 0
500,000 500,000 0
0 500,000 500,000
0 100,000 100,000
0 2,100,000 2,100,000
50,000 0 -50,000
$5,509,420 $7,941,035 $2,431,615
$3,268,958,922 $3,525,401,413 $2560,442,491
Payments-in-Behalf
366,347,657 328,221,734 -38,125,923
8,439,499 7,786,218 -653,281
14,699,595 12,716,487 -1,983,108
837,231 1,150,210 312,979
$390,323,982 $349,874,649 -$40,449,333
$3,659,282,904 $3,875,276,062 $215,993,158

Total State Assistance

Primary and Secondary Education

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
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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 formula is based on school expenditures in the third and
fourth prior years, thereby the fiscal 2002 formula is 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 formula is the largest State aid program accounting
for 43 percent of total State assistance to local governments. In fiscal 2002, current
expense aid will total $1.7 billion, representing a $59.9 million increase over fiscal 2001.
This is based on a 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 I aid. The Title I
count for fiscal 2002 totals 113,602, a slight increase from fiscal 2001. In addition, the
compensatory aid formula is tied to growth in the current expense formula in 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 also 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.

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 less than 3 percent. As a result 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
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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 special
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 special
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 Intervention: The General Assembly
approved legislation at the 2000 session (Ch. 493/Ch. 492) 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.
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Teacher Quality Incentives: The General Assembly passed legislation at the
1999 session (Ch. 600) 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 (Ch. 513/Ch.
514).

Teacher Development/Mentoring/Certification Grants: Teacher development
grants are provided to enhance teacher development 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 (Ch. 600). 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. This
increase 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 Initiative: 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 Enhancements for 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.
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Exhibit 4.5 shows the potential grant amount for each local school system contingent
upon the State collecting an adequate amount of delinquent taxes. In accordance with
HB 828 (Ch. 275) that was enacted at the 2001 session, 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 4.5
Funding under Tax Amnesty Program

Allegany $720,392
Baltimore City 2,600,197
Caroline 842,680
Cecil 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. Overall, 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 $1.1 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.
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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 formula increase 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.



Chapter Four - Local Government 123

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. HB 309
(Ch. 568) 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 (MEMSOF). 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 MEMSOF revenues is enacted. With the
enactment of SB 292 (Ch. 33) which raises the vehicle registration fees supporting
MEMSOF, 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 motor 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”
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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 revenues is 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 partially 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 Impact 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. HB 908 (Ch. 512) restores 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 HB 1457 (Ch. 564). 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.
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State Mandates on Local Governments

Eleven State mandates were imposed on local governments during the 2001
legislative session. The mandates involved collective bargaining, criminal procedure,
elections, fire protection, law enforcement, regional planning, and waste disposal.

Summary of State Mandates*

Collective Bargaining
Criminal Procedure
Elections

Fire Protection

Law Enforcement
Regional Planning
Waste Disposal

i £ U o T T |

Total 11

*Mandate is defined as a directive in a bill requiring a local government unit to
perform a task or assume a responsibility that has a discernable fiscal impact on the local
government unit (Maryland Annotated Code, State Government Article, § 2-1501(c)).
In the following section, legislation that imposes a State mandate is appropriately
marked.
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Chapter Four - Local Government
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Vetoed Legislation

The following is a list of all bills passed by the 2001 General Assembly and
vetoed by the Governor for policy reasons.

SB 124/HB 791 Education - Public Schools - Firearms Safety and Accident
Prevention Education Program

SB 217/HB 747 Vehicle Emissions Inspection Program - Motor Homes

SB 301 Allegany County - Board of Education - Elections

SB 327/HB 698

Tobacco Tax - Purchase of Tax Stamps

SB 344 Income Tax - Claims for Refunds
SB 376 Environment - Noise Inspectors
SB 455 Critical Skills and Occupations - Income Tax Credit for

SB 547/HB 522

SB 748/HB 1039

Individuals
State Board of Professional Counselors and Therapists

Dorchester County - County Commissioners - Salaries

HB 70 District Court - Civil Jurisdiction - Dishonored Checks and Other
Instruments

HB 82 Home Builders - Regulation

HB 108 Public Ethics - Executive Unit - Offices of Sheriffs and State’s
Attorneys

HB 376 Maryland Agricultural Land Preservation Foundation - Natural
Gas Rights

HB 473 Health Maintenance Organizations - Patient Access to Choice of
Provider

HB 546 District Court - Small Claim Actions

HB 963 Motor Vehicle Administration - Driver Instruction Over the

Internet
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HB 976 Vehicle Laws - School Buses - Repeal of Special Speed Limit
HB 1007 Garrett County - Deep Creek Lake - Recreation and Land Use
Plan

These bills would have had the following fiscal effects:

SB 124/HB 791: Would have resulted in an increase in local school expenditures of
$684,200 in FY 2002 for consulting fees and instructional materials. Future year
expenditure increases would have only reflected the cost of instructional materials.

SB 327/HB 698: Would have resulted in a general fund tobacco tax revenue decrease
of approximately $516,500 in FY 2002. Future year revenue decreases would have
reflected a 2.7 percent reduction in tobacco tax collections.

SB 344: Would have resulted in a minimal general fund revenue loss due to the payment
of additional income tax refunds.

SB 376: Would have resulted in a general fund expenditure increase of $78,600 in FY
2002 to hire one additional noise inspector and to issue citations; future year expenditure
increases would have reflected annualization, inflation, and ongoing operating expenses.
The bill would also have potentially resulted in an increase in general fund revenues
related to civil penalties.

SB 455: Would have resulted in a potentially significant general fund revenue decrease
due to the proposed tax credit being claimed against the individual income tax.

SB 748/HB 1039: Would have resulted in an increase in Dorchester County salary
expenditures of $7,300 in FY 2003 and $14,600 in FY 2004 and each year thereafter.

HB 473: Would have resulted in a minimal special fund revenue increase for the
Maryland Insurance Administration from the $125 rate and form filing fee.

HB 976: Would have resulted in a minimal decrease in general fund fine revenues due
to the proposed repeal of the school bus speed limit.

SB217/HB 747. SB301. SB 547/HB 522, HB 70, HB 82. HB 108. HB 376, HB 546. HB
963. and HB 1007: Would not have had a discernible impact on State or local finances.




