Highlights of the 2004 Session
The 2004 End of Session Report, prepared by the Office of Government and Community Affairs, University of Maryland, Baltimore, will be available by mid-May.  That report is a comprehensive summary of all bills passed at the 2004 Session of the Maryland General Assembly that may be of interest to the University of Maryland, Baltimore (UMB) and the University of Maryland Medical System (UMMS).  This “Highlights of the 2004 Session” document summarizes some of the major actions in the State Operating and Capital Budget Bills and several USM initiative bills.
The 2004 Session of the Maryland General Assembly adjourned “Sine Die” at midnight on April 12, 2004.   Fiscal matters were the focal point of debate throughout the Session.   Although a balanced State Operating Budget was enacted, as required by Constitution, there was no long-term revenue solution to resolve the State’s structural deficit.  The Administration’s $ 900 million proposed video lottery (i.e. slot machine) legislation (SB 197/ HB 293) failed and the House of Delegates’ proposed $ 670 million tax package (in the form of amendments to SB 508) were rejected.  A nearly $ 1 billion budget problem looms for FY 2006 and beyond.   If the State revenue outlook worsens or if HB 297 (Tax Compliance- Holding Companies) is not signed into law, cost containment actions could result in reductions to the 
FY 2005 appropriation levels and the following year’s budget. 

Other major revenue bills relating to increasing transportation and environmental funding were passed, with the increased revenues dedicated to the purposes for which they were enacted.  They do not support the cost of State government, which is supported by General Fund revenues. 

Overview of State Operating Budget and Related Measures

· SB 125   Budget Bill (Fiscal year 2005)

· SB 508   Budget Reconciliation and Financing Act of 2004

· HB 297  Office of the Comptroller – Tax Compliance – Holding Companies

· SB 187   Office of the Comptroller – Tax Compliance – Settlement Period

As enacted, the State Operating Budget Bill (SB 125) appropriates $ 23.8 billion to support the operating and program costs of State government for FY 2005 (from July 1, 2004 through June 30, 2005).  Areas of major growth in the State Budget include: a 13.8% increase in the Medical Assistance Program, a 12.5% increase for public safety, and a 9.3% increase in State aid for primary and secondary education.  State funding for higher education, excluding community colleges, stays nearly flat.  However, there is some modest additional State support for the historically black colleges and universities.   

In order to enact a balanced State Operating Budget (SB 125), the legislature passed SB 508, the Budget Reconciliation and Financing Act.  SB 508 contains a number of provisions supporting the State Operating Budget by reducing required State spending, transferring monies from Special Funds to General Funds, and increasing various State revenue sources.  Moreover, the legislature estimates that State spending may exceed what was budgeted in SB 125 by nearly $ 150 million.  Therefore, the legislature passed HB 297 and SB 187, which generate revenues by preventing Maryland corporations from avoiding the Maryland corporate income tax through various tax avoidance techniques.  
In sum, to address an anticipated State Operating Budget deficit of nearly $ 1 billion for FY 2004/2005, the legislature approved fund transfers of nearly $ 350 million, budget reductions of about $ 306 million, and tax/fee increases of about $ 213 million.  

University System of Maryland (USM) 

· $ 747.3 million - State General Fund Operating Appropriation for USM:  The Governor proposed State General Fund support of $ 747.3 million in the FY 05 Operating Budget for the 13 campuses and the System office for the University System of Maryland (USM).  The proposed funding level for USM represented only a $ 1.1 million increase (primarily for the Hagerstown Regional Center) over the FY 04 final USM appropriation or essentially flat funding.  Any cost increases for employee merit pay adjustments and health insurance are not supported by State General Funds. 

At the 2003 Session, the FY 04 USM legislative appropriation was approved at $ 786.2 million.  However, following the 2003 Session, the appropriation was reduced to $ 746.7 million (or by $ 40 million).  By way of reference, the appropriations for USM have been decreasing over the past several years -- from $ 864.8 million in FY 2002 down to $ 800.9 million in FY 2003 and down to 
$ 746.2 million in FY 04.  Moreover, the campuses are experiencing increases in routine expenditures (such as debt service, fuel and utilities, etc.) for which no additional State General Fund support is available.

· COLA:  The Administration is providing a Cost-of-Living Adjustment (COLA) for State employees that equates to 1.6% of salaries.   These funds are budgeted within the Department of Budget and Management.  Over $ 8 million will be provided to USM for the COLA.  However, the funds may not be sufficient to fully fund the expected costs.   The legislature amended the budget bill to require that the COLA be distributed as a $ 752 increase in the base salary of each eligible State employee, beginning July 1, 2004.

· Higher Education Labor Relations Board:  The USM appropriation is to be reduced by $ 227, 250 to reflect use of the reimbursable fund balance for Board assessments.  However, the Board is to return $227,250 to USM from the accumulated reimbursable fund balance.   

· General Fund Allocations to USM Institutions:  In lieu of budget language that would have required that FY 2006 General Fund allocations among USM institutions to be not less than $5,000 per full-time equivalent student (FTES), the budget committees will require a report by October 1, 2004.  The report is to address how funding guidelines influence the allocation of funds, why certain institutions receive less than $ 5,000 per FTES, and how USM determines the appropriate balance between General Funds and tuition and fees.   

· Interagency Agreements:  Section 26 of SB 508 requires that by October 1 of 2004, 2005, and 2006, each State agency and each public institution of higher education shall report to the Board of Public Works and Department of Legislative Services any agreements between a State agency and any public institution of higher education, or between 2 or more State agencies, involving an expenditure of more than $ 100,000 during the previous fiscal year.  Each report shall include information about the creation of positions.  

Section 28 of SB 125 requires any agreement between State agencies and any public higher education institution of $ 100,000 or more shall be published in the Maryland Register and reported to the budget committees (Section 30 of the Budget Bill).

· Across-the- Board Reductions: Section 33 of SB 125 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.  Other sections in the bill provide for reductions:  Section 29 provides for a $ 14.3 million reduction to eliminate the State Deferred Compensation match; Section 36 provides for a $ 100,000 reduction for the Office of Information Technology; Section 37 provides for a $ 1.1 million reduction for cell phones; Section 39 provides for a $ 56,000 reduction for the Office of Administrative Hearings.  It is yet to be determined by the Department of Budget and Management if these reductions will be applicable to USM or how the allocations will be determined.

· Positions:  Section 40 of SB 125 expressly exempts USM from the annual position cap and from a required reduction in State positions.  That section provides for a reduction of $ 9 million in General Funds and $ 4 million in Special Funds, which pertains to the position abolitions in that section and therefore does not affect USM.  Section 47 of SB 125 authorizes the governing boards of public institutions of higher education to transfer positions between programs and campuses under each institutional board’s jurisdiction.  

· Faculty Workload:  The committees expressed a desire that USM make every effort to increase faculty workload levels so that the average workload better meets the Board of Regents’ standards.  

· Reports:  Collective Bargaining--Section 43 in the Budget Bill requires USM to report by 1/28/05 on the total FY 2006 cost of implementing collective bargaining, including administrative costs.       Other Reports -- are likely to be required in the Joint Chairmen’s Report (yet to be issued) from USM on efficiencies and from MHEC on regional higher educational centers. 

University of Maryland, Baltimore (UMB)

· $ 132.2 million - State General Fund Operating Appropriation for UMB:  As enacted for FY 05, the UMB State General Fund appropriation is $ 132.2 million or the same amount as the FY 04 final State Appropriation.  The original FY 04 appropriation had been $141.7 million before cost containment actions following the close of the 2003 Session.   The State General Fund support for the campus has been decreasing over the past several years -- from $ 153.1 million in FY 2002 down to 
$ 141.7 million in FY 2003 and down to $ 132.2 million in FY 04.  

The Department of Budget and Management will transfer additional funds for USM institutions to help support the costs of the COLA, but the funds will not fully cover the estimated costs.  Additionally, cost increases for employee merit pay adjustments, health insurance, debt service, fuel and utilities, etc. are not supported by State General Funds.  The UMB campus estimates these additional costs at approximately   $ 12- 13 million.  

· $  3.8 million – Maryland Psychiatric Research Center (MPRC):  This is the annual appropriation to support the services and institutional operations of the MPRC, located on the grounds of Spring Grove Hospital.  These funds are budgeted under the Department of Health and Mental Hygiene (DHMH), Mental Hygiene Administration.

Budget language requires that it is legislative intent that beginning in FY 2006, the Governor shall provide the grant funding for the MPRC in the UMB budget.  The funding is to be in addition to the base budget for UMB.  The funding transfer is to occur only if a written agreement between DHMH and UMB addressing facility issues and any unresolved operating budget concerns is submitted to the budget committees by September 1, 2004.  The budget committees have 30 days to review and comment.

· $ 0.3 million Grant to “Connect Maryland” to Match Funds for the Wellmobile Program:  An appropriation of $ 295,500 will provide a grant to “Connect Maryland,” a private, non-profit entity that matches the grant dollar-for-dollar to support the operating costs for 3 Wellmobiles at the School of Nursing.  These funds are budgeted under the Maryland Higher Education Commission. 

University of Maryland Medical System (UMMS) 

· $   6.96 million  - State Support for the Shock Trauma Center  (special funds):  These special funds are made available from the Maryland Emergency Medical System Operation Fund (MEMSOF) for two purposes:

$ 3.46 million, or the same amount as in FY 04, to provide an operating subsidy for the Shock Trauma Center.  These funds help offset the costs associated with uncompensated care, excessive standby, and research and development resulting from the center’s emergency services activities which cannot be recovered through hospital rates; and

$ 3.50 million, or the same amount as in FY 2004, to help replace and modernize aging medical equipment, technologies, and infrastructure at Shock Trauma.  Budget Bill Language directs that this amount may be used for no other purposes than to support the Shock Trauma Center as provided in section 13-955 of the Transportation Article.

· $  2.7 million – State Support for Kernan Hospital:  This is a State subsidy of General Funds to offset the cost of uncompensated care and capital costs for the former Montebello Rehabilitation Center population, now located at Kernan Hospital.  The budget request was reduced by $ 100,000 to maintain this subsidy at the same level as in FY 04.  

· Walter P. Carter Community Mental Health Center:  The budget bill had provisions to reduce the appropriation for the Carter Center by $ 10 million contingent upon the enactment of legislation transferring the Center to UMMS.  Legislation was not enacted, as UMMS requested that this transfer be deferred (pending further review).   It should be noted that language was adopted in SB 706 requiring DHMH, UMMS and UMB to report to the legislature by September 1, 2004 on any development related to the proposed transfer of the Carter Center to UMMS.
University of Maryland Medical Group (UMMG) 

· $ 14.2 million – Special Funds for Cancer Research, Statewide Network, Baltimore City Public Health and Tobacco-Related Diseases Research Grant:  This is the 5th year of funding from Cigarette Restitution Funds (CRF) for the University of Maryland Medical Group (UMMG).  Legislation was enacted at the 2000 Session of the Maryland General Assembly (SB 896/ HB 1425), which set up a framework for use of the CRF monies the State receives from the master settlement agreement with five major tobacco manufacturers.  The original legislation established two major programs: the Tobacco Use Prevention and Education Program, and the Cancer Prevention, Education, Screening, and Treatment Program.  

Under the legislation, UMMG is defined as the “University of Maryland Medical System, University of Maryland, Baltimore, and University of Maryland School of Medicine.”  The legislation enables UMMG to be eligible for certain CRF grants under the Cancer Program.  In order to be eligible, UMMG must comply with certain specified requirements and report on the uses of the funds and the outcomes.  The funds are budgeted under the Department of Health and Mental Hygiene (DHMH). 

New Requirements: 
· SB 125 required an $ 8.6 million reduction to the Cancer Program, unless legislation was enacted to alter the minimum amount required for the Tobacco Program (under the CRF).  The mandated funding level for the Tobacco Programs was reduced to $ 12 million for FY 2005 in SB 508 in order to maintain the budgeted funding level for the Cancer Program.  

· SB 508 requires a Statewide Academic Health Center or a county that receives funds under a local public health cancer grant to dedicate at least 60% of the funds to cancer screenings, diagnosis, and treatment.
· SB 508 delays a comprehensive evaluation of the Tobacco and Cancer Programs until the end of FY 2005.  An RFP for the evaluation is due by February 1, 2005.  By November 1, 2005, DHMH is to submit a report to the legislature that includes the results of the evaluation and DHMH’s recommendation as to any modifications to the Program.
The FY 2005 funding allocations for the 4 grants for UMMG follows:  

$ 11. 0 million for the Cancer Research and State Network Grants:  

(1) Cancer Research Grant: To be eligible for this grant, UMMG must have submitted a cancer research plan to DHMH, developed and abided by the approved Memorandum of Understanding, which established how the State may financially benefit from the research, and an independent peer group review research proposals.  Under this grant, the UMMG received $ 7.1 million in FY 01, $ 9.5 million in FY 02, $ 9.5 million in FY 03, and $ 9.5 million in FY 04.

(2) Statewide Network Grant:  This grant supports an infrastructure to allow local providers to tap into the clinical expertise at UMMG, develop best-practices models, and expand participation in clinical trials.  It includes a wide range of prevention, education, screening, treatment, and research programs relating to the targeted cancers and tobacco-related diseases.  Under this grant, the UMMG received $ 2.6 million in FY 01, $ 3.5 million in FY 02, $ 3.5 million in FY 03, and $ 3.1 million in FY 04.

(3)  $ 1.2 million  - Baltimore City Public Health Grant:  To be eligible for this grant, UMMG and Hopkins had to develop a comprehensive plan for Baltimore City with input from a community coalition, including the Baltimore City Health department, members of various interest groups, and community hospitals in Baltimore City.  Under this grant, the UMMG received $ 1.5 million in FY 01, $ 1.4 million in FY 02, $ 1.4 million in FY 03, and $ 1.3 million in FY 04.  Provisions in SB 508 specified the amount of this grant for FY 2005 as $ 1,218,000.
(4)  $ 2.0 million – Special Funds for Tobacco-Related Diseases Research Grant:  UMMG received $ 3.0 million for this grant in FY 02, the first year for the grant, $ 3.0 million in FY 02 and FY 03, and $ 2.3 million in FY 04.  For this grant, UMMG had to submit a comprehensive plan, a Memorandum of Understanding on the financial benefit for the State (which was approved in March of 2001), and have an independent peer group review research proposals.

Other Significant Budget and Budget Related Actions (SB 125 & SB 508)  

Maryland Higher Education Commission

· Grant to “Connect Maryland” for (UMB) Wellmobile Program:  See description under UMB above.

· Historically Black Institutions:  Restricts $ 6 million in General Funds designated to enhance the State’s 4 historically black institutions until MHEC submits a report to the budget committees outlining how the funds will be spent.  Intent language was also added “that budget commitments to historically black institution, including enhancement funds, Access and Success funds, and special funding consideration for the rehabilitation of Coppin State University for the purpose of meeting the agreement between the State and the Office of Civil Rights, continue in subsequent years”.

· State Plan for Higher Education:  SB 508 revises the due date for submission of the biennial review of the State Plan from July 1, 2004 to December 1, 2004.
Department of Budget and Management (DBM)

· Health Benefits for State Employees: Budget language requires that health, dental, mental health, or prescription insurance plan contract provisions, premiums and structures, co-payments, deductibles, and coverage for CY 2004 remain in place and level for CY 2005.  The only changes shall be provisions included in signed Memorandum of Understanding between exclusive representatives of State employee labor organizations and the State, which are to be submitted to the Department of Legislative Services by 1/15/05. 

Department of Health and Mental Hygiene (DHMH) - Medical Assistance Program:
· Medicaid Day Limits: Cuts $ 2.6 million in General Funds and $ 2.6 million in Federal Funds.   This action will increase savings from Medicaid day limits from $ 40 million to $ 45.2 million.  This action will result in a small increase in uncompensated care for hospitals and will not impair the State’s ability to maintain the waiver for the hospital rate setting system.
· Oral Health Incentive Pool:  Earmarks $ 4 million as an incentive pool to encourage Managed Care Organizations (MCOs) to meet a 40% utilization target for dental services and to encourage MCOs to increase utilization of restorative dental services.  MCOs that demonstrate having provided restorative care to at least 15% of enrolled children should qualify for an incentive payment.  

During the 2004 Session, emergency temporary regulations were adopted by the AELR Committee requiring MCOs to increase a limited set of restorative dental provider fees under the Medicaid managed care program.   Those regulations were the result of FY 04 budget language, which restricted $ 7.5 million for restorative dental reimbursements.  The AELR Committee also approved regulations to make the increase in rates permanent after the Budget and Taxation Committee advised that sufficient funds were available in the existing funding for the MCOs.  DHMH still has to publish the final regulations before they are final.     
· Single Drug List:  DHMH and DBM shall jointly explore the possibility of developing a single preferred drug list for the State employees’ prescription drug program and Medicaid.  

· MCO Sanctions:  Cuts $ 3.7 million in General Funds, $ 3.7 million Federal Funds, and requires DHMH to sanction any HealthChoice MCO with a CY 2002 medical loss ratio below 84% and CY 2002 outcomes that are below the average for all Maryland MCOs. The calculation of the sanction amount is specified.

· Pharmacy Fees:  Cuts $ 2.3 million in General Funds, $ 2.3 million in Federal Funds, and requires that DHMH shall pay pharmacies a fee of $ 4.69 for each generic and preferred drug and $ 3. 69 for each non-preferred drug dispensed for a Medicaid, Maryland’s Children’s Health Program, and Maryland Pharmacy Assistance program participant residing in an institutional setting.   Further, DHMH shall pay a dispensing fee of $ 3.69 for each generic and preferred drug and $ 2.69 for each non-preferred drug dispensed for a Medicaid, Maryland’s Children’s Health Program, and Maryland Pharmacy Assistance program participant who is not residing in an institutional setting and is not enrolled with an MCO.   

· Drug Co-Payment:  Requires a $ 1.00 co-payment for generic and preferred drugs provided to Medicaid beneficiaries who are not excluded from cost-sharing requirements by the federal government.   

· Emergency Room Co-Payment:  Provides that DHMH shall require a $ 10 co-payment for non-emergency use of the emergency room.

· Maryland Pharmacy Discount Program:  Cuts $ 3.0 million in General Funds and $ 3.0 million in Federal Funds for the Program.  The reduction leaves sufficient funds to support an average monthly enrollment of 17,500.  

Other Budget & Budget Related Provisions
· Private Donation Program:  SB 508 defers payments under the Private Donation Incentive Grant Program to all institutions, other than the four historically black institutions. The deferred payments will be spread evenly over four years (FYs 2006 through 2009).
· Budgeting by Subobject Level:  Section 19 of SB 125 requires all agencies to include subobject detail for the actual and working appropriation.  Certain exceptions are provided for public higher education institutions.  It also requires counts for contractual positions, which include higher education institutions. 
· Authorized Full-Time Equivalent Positions:  Section 21 of SB 125 requires a report on the number of authorized full-time positions as of the close of FY 2004 and on the first day of FY 2005, including University System of Maryland self-supported activities.

· Budget Amendments:  Section 24 of SB 125 sets limits on budget amendments, including such limits as a budget amendment may not provide for the additional appropriation of special, federal or higher education funds of more than $ 100,000 for the re-classification of positions.
· Federal Funds:  Section 25 of SB 125 requires use of Federal Funds prior to State funds to the extent allowable.
· Homeland Security:  Section 32 of SB 125 requires the Governor’s Office of Homeland Security to submit a report to the legislature by October 1, 2004 detailing specific FY 04 and estimated FY 05 spending for homeland security by agency and by funding source.  The report shall include any pass-through funding to local jurisdictions.  It also shall list the uses of funds at the State level and details concerning Federal Funds.
· Faith-Based Funding:  Section 41 of SB 125 provides that “no funds in this budget may be expended pursuant to, or in furtherance of, any policy, program, or office, so named or otherwise, to purposefully promote or facilitate the participation of faith-based organizations in State programs providing health, social, education, or other community services, unless that policy, program, or office is specifically authorized by an Act of the 2004 General Assembly”.
Overview of State Capital Budget Measures

· SB 191     Creation of a State Debt Bill  - Maryland Consolidated Capital Bond Loan of 


2004

· HB 1068   Budget Academic Facilities Bonding Authority 

SB 191 authorizes net new State-supported general obligation (GO) debt of $ 655.0 million capital projects throughout the State.  The capital program is approximately $ 87 million less in GO bond funds than was authorized for fiscal 2004.  The use of PAYGO general funds is nearly eliminated in the FY 05 budget. 

HB 1068 increases the bonding authority of the University System of Maryland (USM) by $ 50 million, from $ 975 million to $ 1.025 billion.  The bill authorizes USM to use $ 25.0 million of the bond proceeds to finance specified academic capital improvement projects. 
University of Maryland, Baltimore (UMB) - Capital Projects

· $ 19, 000,000 – New Dental School:  This $ 19 million represents continued funding to support the cost of constructing a new 367,000 gross square foot (GSF) Dental School facility.  The new building will include classrooms, class labs, clinical space, research space and offices and is scheduled to open in October, 2005. These capital funds include $ 9.0 million in GO bonds, and $ 10.0 million in academic revenue bonds.  In addition, the FY 05 Capital Improvement Program (CIP) includes $ 11.5 million in non-budgeted funds, for a total of $ 21.5 million.  This represents the amount that UMB has committed to the project.  It equals more than 15% of total project cost.  

· $ 4,665,000 – Howard Hall Phase VIA:  Phase VIA renovations are primarily to the sixth floor of Howard Hall.  Work involves installation of a new generator and energy recovery system, removal of an obsolete mechanical room, partial replacement of the roof, and renovation of 12,800 GSF for animal facilities.  Capital funds include $ 4,665,000 in GO bonds and $ 2,868,000 in non-budgeted funds.

· $ 2,210,000 – UMB Capital Facilities Renewal:  Funding for the USM capital facilities renewal program is provided through Academic Revenue Bonds (HB 1068).  To be eligible for facilities renewal funds, projects must have a life expectancy of at least 15 years.  Usually, the allowance for these projects is $ 15 million.  HB 1068 authorizes USM to use $ 25 million of bond proceeds to finance specified academic capital improvement projects. Specific projects proposed for UMB follow:
· $ 960,000 – Facade and Window Upgrade: Medical School Teaching Facility, Phase V

· $ 500,000 – Mechanical Infrastructure Upgrade: Bressler Research Building, Phase IV 

· $ 750,000 – Floor Renovation: School of Pharmacy, 4th Floor, Phase III

· Pharmacy Hall Addition:  In the FY 05 CIP, planning funds for the Pharmacy Hall addition were deferred to FY 2008 and 2009.  The House added the following Budget Bill language to SB191 which was adopted by the Senate:  “It is the intent of the General Assembly that the Governor modify the schedule for the University of Maryland, Baltimore, Pharmacy Hall Addition so that planning funds are included in the fiscal 2006 and 2007 capital budgets, and construction funds are included in the fiscal 2008 capital budget”.
University of Maryland Medical System (UMMS) - Capital Projects

· $ 5,000,000 – Diagnostic and Treatment Facilities and Related Improvements, Phase III:  This grant supports the newly opened 380,000 gross square foot building on Lombard Street, adjacent to the Gudelsky Tower.  The building houses surgical, emergency, and diagnostic imaging services; replaces the remaining inpatient beds in the South Hospital; and consolidates the women’s and children’s inpatient units.  This brings the State’s share of support for this facility to $ 80 million.  
This was supposed to be the 9th year of a 10-year $ 100 million commitment for State support for this project.   However, with the State’s agreement to support a new Diagnostic and Treatment Facility (Phase IV-see below), the State’s remaining $ 20 million commitment will be phased in through FY 2009 (over a total of 13 years).  At a total cost of $ 218 million, the State is supporting 46% of this project. UMMS financed its portion ($ 118 million) of the project from the sale of bonds, private donations, and operating revenues. 

· $  5,000,000 – Diagnostic and Treatment Facilities and Related Improvements, Phase IV

This grant supports construction of a new 250,000 (GSF) ambulatory care facility, improvements to the thirty-year-old North Hospital, and infrastructure improvements.  Improvements to the North Hospital will include replacement and expansion of the building’s mechanical and electrical systems, and the installation of new air quality and environmental systems. The State and UMMS will jointly fund this project.  UMMS has an $ 810 million development plan over the next ten years.  The State commits to provide $ 50 million toward the Phase IV project from FY 2005 through 2012, which would represent 6.2 % the total project cost.

· Walter P. Carter Center – Funding Rejected:  The FY 05 CIP included $ 5 million for renovations to the Walter P. Carter Center as part of a larger proposal for the University of Maryland Medical System to take control of the Carter Center from DHMH.  Since no agreement was reached on the transfer responsibility, the project was eliminated from the Capital Budget for FY 2005.
Other Significant Capital Budget Items and Reporting Requirements

· $ 4,500,000  - Baltimore City West Side Revitalization:  The City of Baltimore will receive $ 4,500,000 for Westside revitalization projects, including acquisition, demolition and preparation of land for economic and community development.  Budget language requires a dollar for dollar match.  
· $ 4,500,000 East Baltimore Biotechnology Park (JHU):  This $ 4,500,00 will help support the redevelopment of 80 acres north of Johns Hopkins Medical Center to include 1.3 to 2 million square feet of biotechnology research space.  Budget Bill language restricts the appropriation of funds for the East Baltimore Biotechnology Park until the City of Baltimore provides a comprehensive financing and property acquisition plan to the budget committees.  The plan is to be submitted to the budget committees by July 1, 2004, and allows the committees 45 days for review and comment.
· Maryland Hospital Association:  The Association will receive $ 3.4 million to provide grants for renovations and repairs at Franklin Square Hospital, Greater Baltimore Medical Center, Holy Cross, St. Joseph Medical Center, Laurel Regional, and Prince George’s Hospital Center.   Budget Bill language in SB 191 requires grantees to provide a match.  

Additional Budget Bill language requires the Prince George’s County Council to adopt a resolution committing to implement the Memorandum of Understanding by May 12, 2004 or funds for Laurel Regional Hospital and Prince George’s Hospital Center will revert for the use of public school construction. 

Significant USM Legislation

· SB 738 - Higher Education - University System of Maryland - Governing Authority:  
This Administration bill provides that the Board of Regents of the University System of Maryland (USM) has all the powers and duties that have been assigned to it, except where the powers are limited by specific reference to USM.  The bill also repeals a provision of law that requires presidents of USM institutions to stay within the limits set by the annual State budget when creating new positions at USM institutions.  The bill takes effect July 1, 2004.

· HB 1188 – Higher Education Affordability and Access Act of 2004 – Supplementary
Appropriation:  The Governor has indicated that he would not approve of any measure that increases income or sales taxes, so this bill is a likely to be vetoed.  
If signed into law, it establishes a special, nonlapsing Higher Education Investment Fund (HEIF) that contains proceeds from a 10% surcharge on corporate income taxes to be imposed from calendar 2004 to 2006.  Funding from the Higher Education Fund will provide added support to the University System of Maryland (USM) and Morgan State University (MSU), including supplementary FY 2005 appropriations.  The bill requires the Governor to include in the FY 2006 and 2007 State budgets increases of 5% in aggregate General Fund and HEIF support for USM and MSU. The increase in appropriations from the Higher Education Investment Fund also would result in an increase in the State funding for community colleges and the private and independent universities and colleges.  If the funding increases in the bill are realized, increases in tuition and fees at USM institutions and MSU are limited to 5% per year from fiscal 2005 to 2007.  
The bill also provides for a commission to study the coordination, funding, educational delivery and State commitment to higher education in Maryland.  If the bill is signed into law, it would take effect on July 1, 2004.  
· SB 812 – Higher Education - Approval of New Programs:  This bill repeals the June 30, 2004 termination date on the procedures regulating the establishment and elimination of academic programs for constituent institutions of the University System of Maryland (USM) and extends the same procedures to all public institutions of higher education and specified nonpublic institutions of higher education.
The procedures used by USM constituent institutions for the establishment of academic programs are extended to regionally accredited nonpublic institutions of higher education that receive State funding.  The president of an eligible nonpublic institution may propose to establish a new program if it can be established within existing resources and is consistent with the institution’s mission statement, as published in an official catalogue.  The proposal must be reported to MHEC, which must notify all other institutions of higher education in the State.  MHEC or an institution may object to the establishment of the new program, and MHEC must determine if the objection is justified.  If MHEC determines that the objection is justified, MHEC must negotiate with the president of the nonpublic institution making the proposal to resolve the objection.  If the objection cannot be resolved, a final recommendation on implementation of the proposed program must be made by MHEC.

The bill also requires a new program established by a public or nonpublic institution to meet a regional or statewide need consistent with the State Plan for Postsecondary Education.  An objection to a proposal for a new program may be raised if the proposed program does not meet a regional or statewide need consistent with the State Plan for Postsecondary Education.  The bill also requires MHEC to make reports on duplication and proliferation of academic programs available to public and nonpublic institutions.  This bill takes effect June 1, 2004.  
· SB 849 - Higher Education - University System of Maryland – Procurement:  This bill exempts the University System of Maryland (USM) from some of the existing procurement laws and policies when it procures investment management services and investments for its gift and endowment assets.  Procurements must be made in accordance with the management and investment policies adopted by the Board of Regents of USM, and the board must report to the Comptroller and the Treasurer by September 1, 2004 on the adopted policies.  The bill also requires the board to submit an annual report comparing USM’s gift and endowment investment portfolio to appropriate benchmarks.  The bill takes effect July 1, 2004.
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