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Part | — State Operating and Capital Budget
and Related Legislation

SB 90 — State Operating Budget (Fiscal Year 2009) and Related Budget and Revenue Bills

With the actions taken at the recent 2007 Special Session (see Part IV for a summary), the
expectation at the opening of the 2008 Session was that the State’s short-term fiscal problems
had been addressed. Moreover, progress had been made in narrowing the State’s projected long-
term structural deficit, assuming that video lottery terminals are approved by Maryland voters at
the general election in November 2008. Unfortunately, the national and state economy slowed
faster than expected and in March 2008, the Maryland Board of Revenue Estimates reduced the
State’s general fund estimates by $333 million for fiscal years 2008 and 2009. The lowered
revenue estimates meant that the legislature had to take deeper cuts than anticipated in the
Governor’s proposed $31 Billion Operating Budget for FY 09 (SB 90). Further, to reconcile
State spending with slower projected revenue growth, the legislature also passed six other bills
(SB 182, SB 527, SB 536, SB 540, SB 545, and SB 983) to reduce mandated spending, transfer
funds from dedicated purposes to the general fund, and delay implementation of new initiatives
enacted at the 2007 Special Session. These actions were needed to meet the State Constitutional
requirement for enactment of a balanced budget.

As the 2008 Session progressed, consensus emerged on the need to repeal the sales and use taxes
imposed at the 2007 Special Session on computer services, known as the “tech tax.” In the final
days of session, the legislature passed SB 46 which repeals the “tech tax,” increases the top State
personal income tax bracket from 5.5% to 6.25% on Maryland taxable income exceeding

$1 million for tax years 2008, 2009, and 2010, and directs more of the State sales and use tax
revenue to the State General Fund (rather than to the Transportation Trust Fund). Importantly,
SB 46 also includes a statement of intent that by July 1, 2008, the Governor shall present to the
Board of Public Works (BPW) a schedule for reduction of at least $50 million in ongoing general

fund expenditures from the FY 09 State budget. This means that final operating budget
appropriations for FY 09 will not be known until after the BPW takes action on the Governor’s
proposed reductions.

As enacted, the State Operating Budget Bill (SB 90) appropriates over $31 billion, to support the
operating and program costs of State government for FY 2009 (July 1, 2008 — June 30, 2009).
However, based on SB 46, the budget will be reduced by $50 million before July 1, 2008. The
General Assembly’s powers are limited to restricting or reducing the Governor’s proposed
budget amounts. A balanced operating budget must be enacted annually. The State Budget
becomes law upon passage.



Major outcomes in the State Operating Budget (prior to the reductions called for in SB 46)

follow:
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Higher Education: Adjusting for new expenses, State support increases 4% per student
for all segments of higher education;

Public Schools: State aid to local governments for public primary and secondary schools
of $5.3 billion, represents about 35% of State general funds;

Medical Assistance: State support of $2.4 billion represents about 16% of general funds,
and includes funds to end the cap on Medicaid hospital day limits and begin the
expansion of Medicaid services to the uninsured (enacted at the 2007 Special Session);

Other Special Initiatives: Includes $15.6 million to expand access to oral health
services; $15 million to begin implementing the small business health insurance subsidy
program (enacted at the 2007 Special Session); $19 million to support stem cell research;
and $25 million for Chesapeake Bay restoration efforts (enacted at the 2007 Special
Session);

Employee Salary and Benefits: Funding is included to provide a 2% general salary
(cost of living adjustment or COLA) increase and merit increases;

Fund Balance: The State’s Rainy Day Fund balance will reach nearly $740 million and
the General Fund balance is projected at $235 million;

State Budget Growth: The overall State general fund budget grows by a modest 3.7%;
and

Spending Limit: The State Operating Budget meets the 4.27% limit for increased
spending recommended by the Spending Affordability Committee.

A summary of actions in SB 90 which are of particular interest to the University of
Maryland, Baltimore (UMB) campus community follows:

University System of Maryland (USM)

Note: Appropriations shown below are not final since SB 46 calls for the Governor to reduce
at least $50 million in ongoing general fund expenditures by 7/1/08.

« State General Fund and Higher Education Investment Fund Increase for the University

System of Maryland (USM): As introduced, the FY 09 Budget for USM included

$1.058 billion in general funds (a $53.3 million increase), $45 million in new Higher

Education Investment Funds (of which $4.0 million was budgeted in the Board of Public
Works), and another $23.5 million in general funds budgeted in the Dept. of Budget and
Management for cost-of-living adjustments (COLA).



Reductions and Restrictions: In sum, USM takes a total reduction in general funds of
$7.2 million ($6.8 million plus $400,000 as explained below):

The legislature reduced $6.8 million in general funds and directs that the reduction be
allocated to each institution to allow general funds and Higher Education Investment Funds
(HEIF) spending per FTE student to increase at least 4% in FY 09. However, the reduction is
not to result in a reduction in the number of students projected to be enrolled.

Additionally, the legislature eliminated $13 million for three UMCP capital projects
supported by HEIF from the Operating Budget, but funded the projects in the Capital Budget
(see SB 150 below for details). This action enabled the legislature to “free-up” the

$13 million in HEIF monies, and recognize the $15 million balance of unused HEIF monies.
As a result, the legislature reduced USM general funds by $28 million, but authorized a
transfer of $27.6 million from HEIF monies (all except for a reduction of $400,000 for the
Hagerstown Regional Higher Education Center). This means that the $28 million general
fund reduction is to be replaced by $27.6 million in HEIF monies. USM will specify how the
$27.6 million in HEIF monies is reallocated among the institutions.

Further, the legislature restricted $10.6 million of the enrollment initiative until:

0 By 12/01/08, USM submits a report on fall semester enroliment for each institution
with specified details. Funds will be released to institutions that meet or exceed the
enrollment attainment level.

o By 05/01/09, USM submits a report on spring semester enrollment, including any
proposed reallocation of funds from institutions that did not meet the enrollment
attainment level to institutions exceeding the attainment level. Funds will be released
to those institutions that did not previously meet the attainment level, but now meet or
exceed that level; on a pro-rata basis to those that did not meet the attainment level;
and from any remaining funds, to those institutions that exceed their attainment level.

Bottom Line Increase for USM: Legislative actions in the FY 09 Operating Budget result
in an increase of $101.6 million ($42 million in general funds and $59.6 million in HEIF).
However, these increases can be reduced based on reductions to be taken by July 1, 2008
under SB 46.

Before the legislative reductions and excluding the $13 million in HEIF capital projects, the
FY 09 budget for USM was to support the following: a freeze in resident, undergraduate
tuition ($15.5 million - HEIF), an enrollment initiative ($10.6 - HEIF), other specified HEIF
funded enhancements ($6.0 million), financial aid ($7.1 million), facility renewal ($9.1
million), partial COLA costs ($23.5 million), the liability for post employment benefits, and
other programmatic and mandatory expenditures.

OPEB Liability: The legislature cut $65 million of the $104 million in general funds to be
allocated to the State’s accumulated liability for retiree health benefits, known as the “Other
Post Employment Benefits” (OPEB) liability. They also reduced related restricted and
unrestricted funds for the OPEB but did not take a related general fund reduction for USM.




Employee Salary/ Benefits Enhancements: The appropriation includes funding for a 2 %

COLA and merit increase. The State also will provide a deferred compensation match of
$600 per eligible employee.

Resident Undergraduate Tuition Freeze: The HEIF monies support a freeze on resident,
undergraduate tuitions, which have been frozen since the 2005-2006 academic year.

Reporting Requirements: The budget committees have required the following reports:

o Faculty Workload Report: Annual report on instructional workload for tenured and
tenure-track faculty and requires the University of Maryland, Baltimore to include the
percent of faculty meeting or exceeding teaching standards for tenured and tenure-track
faculty.

o Institutional Aid Reports: Report all categories of institutional aid.

0 Funding of Comprehensive Institutions: Report showing how State support is
allocated across USM, particularly comprehensive institutions in light of certain growth
initiatives with recommendations for funding needs on a per student basis and increased
funding proportions from State support and tuitions.

o Advertisement Expenditures: Report from all public higher education institutions on
advertisements used to market the university and the effectiveness in specified detail.

o0 Minority Enrollment: Report from all public higher education institutions that have
performance goals to increase minority enroliment to provide enrollment data by each
individual minority group, rather than on a combined basis.

o University and Affiliated Research Parks: Requires TEDCO to report annually on
technology commercialization for research parks affiliated with UMCP, UMB, UMBC,
UMBI, UMCES and to include consistent performance measures among these
institutions. Measures should include invention disclosures, licenses and options, license
income, and business incubator performance. USM and TEDCO should work
collaboratively to develop appropriate measures.

University of Maryland, Baltimore (UMB)

Note: Appropriations shown below are not final since SB 46 calls for the Governor to reduce
at least $50 million in ongoing general fund expenditures by 7/1/08.

State General Fund Support for the University of Maryland, Baltimore (UMB):

As introduced, the FY 09 operating budget included $182.1 million in general funds (an
$11.5 million increase) and $4.3 million from the new Higher Education Investment Fund,
yielding an increase of $15.5 million. Additionally, an estimated $3.5 million in general
funds is to be transferred to UMB to partially fund the 2% COLA. However, the legislature’s




reduction to USM is likely to reduce the budget by about $1.1 million. This results in a total
estimated increase of $17.9 million, but it is subject to further changes based on USM
allocations and reductions relating to SB 46.

Before the legislative reductions (and any that may result from SB 46), the FY 09 budget for
UMB was to support: nursing enrollment growth and enhancements at Shady Grove and in
Baltimore ($3.0 million-HEIF); core equipment for the Institute for Genome Sciences
($825,000 -HEIF); continued PharmD expansion at Shady Grove ($2.1 million); enroliment
initiative ($300,000); employee salary adjustments, including the 2.0% COLA and a 2.5%
merit increase; increased fringe benefit costs; tuition freeze for resident, undergraduate
students; student financial aid; facility renewal; debt service; and utility increases.

Historical budget data for UMB - general fund appropriations: FY 02 - $153.1 million;

FY 03 - $141.7 million; FY 04 - $132.2 million; FY 05 - $133.5 million;

FY 06 - $145.7 million; FY 07 - $159.7 million; and FY 08 - $170.6 million.

Note: The FY 08 aggregate budget for UMB reflects the transfer of the Institute of Human
Virology on July 1, 2007 to the School of Medicine from the University of Maryland
Biotechnology Institute.

$570,500 Grant for the WellMobile Program: This Maryland Higher Education
Commission grant helps to support the operational costs of the Wellmobile Program. The
FY 09 funding remains at the FY 08 level.

University of Maryland School of Law: The Department of Health and Mental Hygiene’s
“Cigarette Restitution Funds” (CRF) support the Legal Resource Center for Tobacco
Regulation, Litigation, and Advocacy. At the time of preparing this report, the specific
funding amount was not available, but is expected to exceed $400,000.

Institutional Aid Report: Report all categories of institutional aid for graduate students.

University of Maryland Medical System (UMMS)

Note: Appropriations shown below are not final since SB 46 calls for the Governor to reduce
at least $50 million in ongoing general fund expenditures from the FY 09 budget by 7/1/08.

$6,416.,000 - Shock Trauma Center and Kernan Hospital (Montebello population):

o $3,361,000 — Operating Subsidy for Shock Trauma Center: The appropriation, which
increases by $97,000 over FY 08, is made available from the Maryland Emergency
Medical System Operations Fund (MEMSOF) for the R Adams Cowley Shock Trauma
Center to be used only for the two purposes specified in the Budget Bill and in Section
13-955 of the Transportation Article of the Maryland Annotated Code: to help offset the
costs associated with uncompensated care and stand-by costs from the center’s
emergency services activities which cannot be recovered through hospital rates.

Note: The legislature also cut $3.5 million in special funds for the STC from the
Operating Budget, but added $3.5 million to the Capital Budget (see SB 150 below) in




replacement, since these monies are to replace and modernize aging medical equipment,
technologies, and infrastructure in the Shock Trauma Center.

o $3,055,000 — State Support for Kernan Hospital: This general fund appropriation
increases by $118,000. Beginning with FY 09, these funds are now budgeted under the
Family Health Administration (DHMH). The funds are intended to offset uncompensated
care costs not otherwise included in hospital rates and support debt service relating to the
construction of the rehabilitation center at Kernan Hospital, which houses the former
Montebello Rehabilitation Center population.

University of Maryland Medical Group (UMMG)
Note: Appropriations shown below are not final since SB 46 calls for the Governor to reduce
at least $50 million in ongoing general fund expenditures by 7/1/08.

e $14.1 million — State Support for Four Grants -- Cancer Research, Statewide Network,
Baltimore City Public Health, and Tobacco-Related Diseases Research (special funds):
This is the 9™ year of funding from the Cigarette Restitution Funds (CRF) Program for the
University of Maryland Medical Group (UMMG). Legislation enacted in 2000 (SB 896/HB
1425) established the CRF Program (generated from the master settlement agreement with
five major tobacco manufacturers) with two major components: (1) the Tobacco Use,
Prevention, and Education Program (known as the Tobacco Program) and (2) the Cancer
Prevention, Education, Screening, and Treatment Program (known as the Cancer Program).

The law defines “UMMG” as the University of Maryland Medical System, University of
Maryland, Baltimore, and University of Maryland School of Medicine. UMMG is eligible
for the four grants, but must comply with specified requirements and report on the uses of
and outcomes from the funds. New provisions were enacted (under HB 147, 2005) requiring
that beginning with FY 07, funding for the Academic Health Center grants be at levels at
least equal to the FY 05 appropriation (establishing mandated funding). The Department of
Health and Mental Hygiene oversees the CRF Program, including the budget and outcomes.

Details regarding the four UMMG grants, which total $14.1 million, follow:

o $7.9 million Cancer Research Grant: Requires UMMG to have a cancer research
plan, an approved MOU (which established how the State may financially benefit
from the research), and an independent peer group to review research proposals. The
grant has been used to provide seed funding for new faculty recruits and fund
infrastructure support. Historical funding follows: FY 01 - $7.1 million;

FY 02 - $9.5 million; FY 03 - $9.5 million; FY 04 - $9.5 million;
FY 05 - $8.0 million; FY 06 - $6.0 million; FY 07 - $7.9 million; and
FY 08 - $7.9 million.

o $3.0 million Statewide Network Grant: Reduces the morbidity and death from
cancer and tobacco-related diseases through a statewide community-based
infrastructure. Telemedicine linkages enable local providers to tap into the clinical




expertise at UMMG. The Network includes prevention and evidence-based best
practices, education and participation in clinical trials, and community/faculty
outreach and research. Historical funding follows: FY 01 - $2.6 million;

FY 02 - $3.5 million; FY 03 - $3.5 million; FY 04 - $3.1 million;

FY 05 - $2.9 million; FY 06 - $2.3 million; FY 07 - $3.0 million; and

FY 08 - $3.0 million.

o $1.2 million Baltimore City Public Health Grant: Requires a comprehensive plan
for Baltimore City with input from a community coalition, including the City Health
Department, various interest groups, and community hospitals in the City. The grant
has been used to provide breast and cervical cancer screening, diagnosis, and
treatment services for underserved citizens in Baltimore City. Historical funding
follows: FY 01 - $1.5 million; FY 02 - $1.4 million; FY 03 - $1.4 million;

FY 04 - $1.3 million; FY 05 - $1.2 million; FY 06 - $1.2 million;
FY 07 - $1.2 million; and FY 08 - $1.2 million.

o $2.0 million Tobacco-Related Diseases Research Grant: This grant requires
UMMG to have a comprehensive plan, an approved MOU (which established how
the State may financially benefit from the research), and an independent peer group to
review research proposals. The grant has been used to foster research at reducing
morbidity and mortality rates for tobacco-related diseases and has supported seed
funding for new faculty and innovative research. Historical funding follows:

FY 02 (first year of grant) - $3.0 million; FY 03 - $3.0 million; FY 04 - $2.3 million;
FY 05 - $2.0 million; FY 06 - $1.5 million; FY 07 - $2.0 million; and
FY 08 - $2.0 million.

Other Significant Operating Budget Actions:
Note: Appropriations shown below are not final since SB 46 calls for the Governor to reduce
at least $50 million in ongoing general fund expenditures by 7/1/08.

e Maryland Institute for Emergency Medical Services System (MIEMSS):
o ATV Safety Task Force: Restricts $100,000 until a task force develops consensus
approach for improvements in Maryland law to reduce risks associated with ATV use.

e Executive Department — Governor:
o StateStat: Legislative and Governor’s staff to establish mechanism for reporting on the
focus and accomplishments of the StateStat process for each agency under review.

e Department of Health and Mental Hygiene (DHMH):

o Oral Health: Provides $14 million to increase Medicaid reimbursements for dentists
(note: dental is to be carved out of the Medicaid managed care program next year) and
provides $1.6 million to increase provider capacity in local public health clinics.



Requires a report on partnering with dental private sector. Also see $500,000
appropriation in Capital Budget (SB 150).

P3 Diabetes Management Project: Restricts $100,000 to support the educational
programs provided by the University of Maryland School of Pharmacy for the project.

Babies Born Healthy: Restricts $650,000 and requires report from Office of Minority
Health and Health Disparities on infant mortality programs and collaboration of the
Office with the Family Health Administration’s “Babies Born Healthy” program.

Mental Health Services: (1) Restricts $2.8 million for behavioral health services for
Maryland veterans of the Afghanistan and Iraq conflicts, requires a plan regarding
service coordination, eligibility, and medical necessity criteria, and requires DHMH and
the new Veterans Behavioral Health Advisory Board to submit a grant for $3.5 million in
federal funds for the program established by HB 372/ SB 210; (2) Requires that DHMH
develop a pilot integrated care management program for persons with serious mental
iliness and chronic physical health issues; (3) Requires the Maryland Health Care
Commission’s task force, which is developing a continuum of care plan for mental health
services, to include the ideal components of a crisis response system; and (4) Requires a
transition plan for developmentally disabled-eligible and pending eligibility individuals
in State-run psychiatric facilities.

AIDS: Requires a report on the transition to name-based HIV reporting.

Physician Medicaid reimbursement: The Medicaid budget includes a $9.2 million
increase from the 2% premium tax, to be used to increase physician reimbursement rates.

Medicaid Expansion: Begins expansion of health care coverage to 46,000 uninsured
residents to include parents of eligible children in households with income up to 116% of
the federal poverty level and requires a report relating to collecting the hospital
uncompensated care or other revenues used to fund the expansion, eligibility
determination, and the cost and utilization of hospital and mental health services.

Small Employer Health Benefit Premium Subsidy Program: Begins program and
provides legislative intent that the Governor appropriate $20 million in FY 10 to continue
the program.

Emergency Room Use: Restricts $100,000 in Medicaid pending a report outlining the
most common diagnoses for Medicaid enrollees who make frequent use of ERs.

Hospital Day Limits: Ends Medicaid hospital day limits effective July 1, 2008.




Department of Human Resources (DHR):

(0]

Child Welfare Caseworker and Supervisor Positions: Restricts funds directing DHR

to fill certain child welfare caseworker and supervisor positions based on standards

recommended by the Child Welfare League of America and requires a report.

Maryland Higher Education Commission (MHEC):

(0]

HEIF Workforce Initiatives: Appropriates $3.0 million in grants to assist higher

education institutions with program development and implementation initiatives to meet
State needs relating to BRAC (Base Realignment and Closure). Grants will be awarded
through a request for proposal (RFP) process.

Financial Aid Programs: Most major programs of interest for UMB remain at or near
the amount funded in FY 08: Graduate and Professional School Scholarship Program at
$1.5 million; Loan Assistance Repayment Program at $2.7 million; Workforce Shortage
Student Assistance Grants at $4.0 million; Nurse Support Program 11 at $8.8 million; and
the Health Personnel Shortage Incentive Grant Program at $500,000.

Private Donation Incentive Grants: Appropriates $2.3 million to fulfill the State’s
statutory obligation to public higher education institutions.

Department of Business and Economic Development (DBED)

(0]

Nanobiotechnology: Restricts $3 million to be used as operating and capital grants for
nanobiotechnology research and industry that is to be awarded under a competitive
process developed in consultation with the Maryland Technology Development
Corporation (TEDCO).

Stem Cell Research Funds: Appropriates $19 million to support stem cell research and
development at Maryland research institutions or private companies. Also, budget
language in DHMH provides that to the extent that CRF revenue attainment is greater
than expected, that $1 million may be transferred to the Stem Cell Research Fund.

Miscellaneous Budget Provisions

(0}

Interagency Agreements: The Budget Bill directs that by August 1, 2008, each State
agency and each public institution of higher education shall report to the Department of
Budget and Management (DBM) any agreement in place for any part of FY 07 between a
State agency and an institution of higher education involving potential expenditures in
excess of $100,000. DBM is to provide guidance on the data to be reported and is to
submit a consolidated report to the budget committees and the Department of Legislative
services by December 1, 2008.




0 Across-the-Board Reductions: The Budget Bill directs that all across-the-board
reductions applied to the Executive Branch, unless otherwise stated, shall also apply to
the University System of Maryland, St. Mary’s College of Maryland, Morgan State
University, and Baltimore City Community College.

0 Federal Funds: The Budget Bill directs that any federal funds be used prior to State
funds to the extent allowable.

0 Indirect Costs: The Budget Bill directs DBM to submit an annual report on indirect cost
recovery as an appendix in the Governor’s Budget Books.

o Budget Reporting: The Budget Bill directs, with certain exceptions for higher education
institutions, reporting of sub-object detail for actual and working appropriations. It
requires state agencies and higher education institutions to report contractual position
counts.

o0 Positions: The Budget Bill directs that DBM provide a report on the number of
authorized full-time positions at the close of FY08 and the first day of FYQ9, including
University System of Maryland self-supported activities.

SB 150 — Creation of a State Debt - Maryland Consolidated Capital Loan
HB 1444 — Academic Facilities Bonding Authority

SB 150, the State Capital Budget authorizes $935.0 million in General Obligation (GO) debt.
Nearly $330 million, about one-third of the Capital Budget, will support public primary and
secondary school construction projects.

HB 1444, Academic Facilities Bonding Authority Act, authorizes $33 million in academic
revenue bonds (ARB) to finance specific construction, renovation, and renewal projects at the
University System of Maryland (USM). The Capital Improvement Program indicates the use as
follows: $17 million for USM renewal projects; $6 million for a new journalism building at
UMCP; $5 million for safety and circulation improvements at Towson; and $5 million for the
renovation of, and addition to, Pharmacy Hall at UMB.

Below is a summary of major higher education, health, and other capital projects that are
authorized in SB 150 or HB 1444 for FY 09.



University of Maryland, Baltimore (UMB)

e School of Pharmacy Addition and Renovation - $62,227,000: In the 2007 session, the
legislature appropriated $2.2 million in preliminary planning funds. For FY 09, SB 150
appropriates $57.2 million in GO bonds; HB 1444 appropriates $4,977,000 in ARB funds;
and a $5.0 million contribution is required from the School of Pharmacy. This funding
supports final planning and construction for renovation of, and an addition to, Pharmacy
Hall. The addition, including two additional floors, totals 112,565 gross square feet (GSF)
and 65,018 in net assignable footage (NASF) and the renovation covers 11,400 GSF (9,135
NASF) of existing space. The project will be constructed as a green building. The $5
million School of Pharmacy contribution will help offset increased construction cost due to
changes in scope.

e Facilities Renewal: Of the $17.0 million in facility renewal projects in HB 1444,
$2.5 million supports UMB projects:
0 Bressler Research Building, Elevator Upgrade, Phased - $1.2 million; and
0 Bressler Research Building, Mechanical Infrastructure Upgrade, Phased -
$1.326 million.

= Accessibility Modifications: Capital funding through the Dept. of Disabilities provides:
0 Medical School Teaching Facility, Entrance Modifications - $118,000; and
o0 School of Social Work, Entrance Modifications - $53,000.

University of Maryland Medical System (UMMS)

e Weinberg Building - $2.5 million: SB 150 includes $2.5 million as final funding for the
Weinberg Building (known as the “New Diagnostic and Treatment Facilities — Phase I11”
project). The facility is 433,422 GSF (previously 380,000 GSF) and is located on Lombard
Street, adjacent to the Gudelsky Tower. It houses surgical, emergency, and diagnostic
imaging services and replaced and added inpatient capacity. The final funding supports
renovations to the seventh floor of the North Hospital.

State support for the Weinberg Building was phased-in over 13 years (instead of 10 as
originally scheduled in order to make funds available for the “Ambulatory Care Project™).
The project cost was $218 million with a State share of 46%. The total cost is now reported
as $255.3 million, with State support representing about 39%.

e New Ambulatory Care Center - $10.0 million: SB 150 includes $10.0 million to help
support the construction of a proposed new ambulatory care facility to provide clinical,
diagnostic, and ambulatory surgery space.

Two years ago the CIP reflected a 400,000 GSF ambulatory care facility, but last year the
Capital Improvement Plan (CIP) reflected a 535,762 GSF facility and a 228,148 GSF parking
garage. The project currently is reported as a 256,000 GSF ambulatory care facility and a
228,148 GSF garage, yet the cost remains at $350 million. The State’s Capital Improvement



Plan (CIP) reflects projected State support through FY 13 (rather than FY 12) at $62.5
million, up from $50 million last year. State support is projected as 18% (up from 15% last

year).

e R Adams Cowley Shock Trauma Center (STC) - $13.5 million: SB 150 includes
$13.5 million to expand STC patient care facilities, modernize operating rooms, improve
emergency preparedness, and make electrical and mechanical upgrades. The amount
proposed in the CIP for the STC was $20 million ($10 million in each of FY 09 and 10) and
the Capital Budget as introduced included $10 million in FY 09 for the STC. However, the
legislature cut the $3.5 million that was a capital subsidy in the Operating Budget (SB 90) for
the STC, added $3.5 million to the original $10 million for the STC in the Capital Budget,
and added budget bill language indicating intent to provide total funding of $30.5 million
($13.5 million in FY 09, $13.5 million in FY 10, and $3.5 million in FY 11). The additional
$10.5 million in capital funding is to replace funds from the Maryland Emergency Medical
System Operations (MEMSOF) Fund.

Other Approved Capital Budget Projects for FY 09

e University System of Maryland Institutions:

0 College Park — Tawes Building equipment - $2,450,000;
0 College Park — Maryland Fire & Rescue Institute - $650,000;

0 College Park — Physical Science Complex - design of Phase | - $4,000,000 (had been
requested in SB 90 as a HEIF initiative);

o0 College Park — School of Public Health — renovation of the Health & Human
Performance Building - $7,500,000 (had been requested in SB 90 as a HEIF
initiative);

o College Park — Biology- Psychology Building - renovation - $1,500,000 (had been
requested in SB 90 as a HEIF initiative);

o0 College Park — New Journalism Building (ARBSs) — construction - $6,000,000;
o0 College Park — Facility renewal projects (ARBS) - $7,090,000;
o Bowie - Facility renewal projects (ARBs) - $557,000;

o Towson — New College of Liberal Arts Complex — equip Phase | & design Phase Il -
$9,339,000;

0 Towson — Safety & Circulation Improvements - $13,251,000 (GO) and $5,023,000
(ARBS);



o Towson - Facility renewal projects (ARBSs) - $1,595,000;

o0 Coppin - Physical Education Complex — construct & equip - $39,439,000 (note:
$30 million was pre-authorized at the 2007 Session);

o0 Coppin — Health and Human Services Building - supplement - $3,482,000;
0 Coppin — Campuswide Utilities and Security System - $6,960,000;

0 Coppin — New Science & Technology Center — site acquisition, but does not
constitute project approval - $6,291,000;

o Coppin - Facility renewal projects (ARBSs) - $410,000;
o Eastern Shore - Facility renewal projects (ARBs) - $645,000;
0 Frostburg - Facility renewal projects (ARBSs) - $648,000;

o University of Baltimore — New Law School — preliminary design - $4,033,000;

o University of Baltimore - Facility renewal projects (ARBSs) - $419,000;

o Salisbury - Facility renewal projects (ARBs) - $538,000;

o Baltimore County - Facility renewal projects (ARBS) - $1,253,000;

o Center for Environmental Sciences — Horn Point Lab Oyster Production — equip
$1,343,000;

o Center for Environmental Sciences - Facility renewal projects (ARBs) $319,000;

o UMBI - Facility renewal projects (ARBS) - $500,000; and

o USM Office - Facility renewal projects (ARBs) - $500,000.

e Other Higher Education Institutions:

o St. Mary’s —Anne Arundel Hall reconstruction pedestrian bridge — design/site -
$1.050,000;

o St. Mary’s — Bruce Davis Theater — renovate & equip - $2,402,000;

o St. Mary’s — New Student Services Building - $1,195,000;



0 Morgan — New School of Business Complex — preliminary design - $3,100,000 with
specified restrictions;

0 Morgan — Campuswide Utility Upgrade-construct Phase 111/ design Phase 1V -
$7,723,000 with specified restrictions;

0 Morgan — Campuswide Site Improvements - $1,050,000;

o Community Colleges - $81,028,000;

o0 Johns Hopkins - Gilman Hall - $1,250,000;

0 Mount St. Mary’s - Performing Arts - $1,250,000;

o0 Loyola College — Donnelly Science Center - $3,250,000; and

o0 Sojourner-Douglass College — Science & Allied Health facility - $3,250,000.

Hospital Projects:

(0]

(0]

Johns Hopkins — Cardiovascular & Critical Care Tower - $5,000,000;
Johns Hopkins — Pediatric Trauma Center - $10,000,000;

Kennedy Krieger Institute — Clinical Research Building & Inpatient Clinical
Center - $1,000,000;

Adventist Health - $430,000;

Civista Medical Center Pharmacy - $375,000;

Franklin Square Hospital - $1,130,000;

Maryland General Hospital - $875,000;

Montgomery General Hospital - $900,000;

Sinai Hospital of Baltimore - $320,000;

St. Joseph Medical Center Cardiac Care - $450,000;

Suburban Hospital - $410,000; and

Union Hospital of Cecil County - $110,000.




e QOther Health Projects:

o New Forensic Medical Center — construct - $47,807,000; and

o0 Oral Health Safety Net Program - $500,000 to provide grants to local health
departments, FQHCs, and non-profit community providers for oral health safety
net clinics. Budget Bill Language requires that by 12/1/08, DHMH provide a
report to the budget committees identifying grants provided and draft legislation
to formally establish the program within DHMH for consideration at the 2009
session.

e Revitalization Projects:

o East Baltimore Biotechnology Park - $5,000,000; and

o0 Westside Revitalization Project - $5,000,000.

Other Major Budget-Related Bills

The legislature passed the following major bills in order to reconcile State spending with the
State Operating Budget (SB 90) and to repeal the “tech tax,” but maintain a balanced Operating
Budget as required by State Constitution.

SB 46 Budget Financing Act

Repeals the sales and use tax imposed on computer services, commonly known as the “tech-tax”
(enacted at the 2007 Special session); increases the income tax rate from 5.5% to 6.25% on
Maryland taxable income that exceeds $1 million for tax years 2008, 2009, and 2010; and directs
more of the State sales and use tax revenue to the State General Fund (rather than to the
Transportation Trust Fund). Also includes a statement of intent that by July 1, 2008, the
Governor shall present to the Board of Public Works (BPW) a schedule for reduction of at least
$50 million in ongoing general fund expenditures from the FY 09 State budget.

SB 182 Maryland Transportation Authority

Increases the authorized debt limit for Maryland Transportation Authority (MTA) revenue bonds
from $1.9 billion to $3.0 billion; modifies the statutory requirement to transfer certain general
funds to the MTA to support the InterCounty Connector (ICC); makes $32 million of the

FY 09 appropriation contingent on enactment of at least a 6.25% State income tax rate on



individuals to the extent their net taxable incomes exceeds $1 million (SB 46 as passed meets
this requirement); and generally includes other provisions relating to debt service and the ICC.

SB 527 Spending Mandate and Revenue Dedication Relief Act

Makes several changes relating to expenditures, including reducing mandated funding of

$25 million for the Chesapeake Bay Trust Fund (enacted at the 2007 Special session), revising
revenues dedicated for Med —Evac helicopter replacements, and reducing certain other
miscellaneous mandated spending (libraries, Children’s Cabinet Interagency Fund, etc).

SB 540 Transfer of Special Fund Balances

Transfers certain dedicated revenues to the general fund for FY 09, including $25 million from
the Central Collection Unit, $100 million from the Dedicated Purpose Account (State Reserve
Fund) that was to be set-aside for the OPEB (Other Post Employment Benefits), and eliminates
the Joseph Fund (State Reserve Fund) and transfers the $16,000 balance.

SB 545 Health Care Funds — Transfers and Disbursements

Authorizes the transfer of dedicated funds for other purposes, including authorizing the transfer
of: (1) $83.3 million from the Rate Stabilization Account with $7 million to be used to increase
Medicaid dental rates, $3.0 million for expenses of health care expansion, and $73.3 million for
the Health Care Coverage Fund (to expand eligibility for Medicaid) in FY 10 and FY 11; (2) up
to $2 million in over-attainment of Cigarette Restitution Funds (CRF) with $1 million for
textbooks in non-public schools and $1 million for stem cell research; (3) up to $13 million in
over-attainment of lottery revenues to provide inflationary adjustments up to 3% for community
service providers under Medicaid; and (4) $17 million in Medicaid currently allocated for
nursing home reimbursements to broaden the standards for long-term care coverage.

SB 983 Maryland Housing Fund — Unallocated Reserves — Transfers

Requires for FY 09 that certain funds are transferred from the Maryland Housing Fund to other
accounts, and for FY 10 that certain unallocated reserves in the Maryland Housing Fund are
transferred to certain other funds.



