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Greetings from Annapolis, Week 11

Our economy continues to stagnate.  Marylanders continue to be unemployed.  The fiscal 
issues being confronted by this nation due to the recession have been characterized as 
catastrophic by some and represent a serious challenge for our country.  The recession 
has lasted longer and has been deeper than most of us  xpected.  Maryland businesses 
have been hit hard.

SB 106 Labor and Employment - Job Creation and Recovery Tax Credit
Maryland’s version of the federal jobs bill passed the House this week, making a credit of 
up to $5,000 per employee available to businesses that hire a person who has been on 
unemployment.  Businesses who are planning to hire may take advantage of this credit, 
but there is considerable doubt that the full $20 mill    will be utilized, since many 
businesses do not have revenues to support additional   ring.  Amendments offered on 
the floor and rejected by the House would have provided an across-the-board reduction to 
the tax rate to benefit all businesses, instead of just a few.

SB 107 Unemployment Insurance - Tax Deferment, Trust Fund Solvency, and Cost-
Neutral Modernization Act
This bill was heavily discussed in the House chamber on Monday evening.  The 
availability of Stimulus dollars last year prompted the General Assembly to expand 
unemployment benefits to part-time workers and to increase benefits.  These increases, 
coupled with continuing high unemployment, have virtually depleted the Unemployment 
Trust Fund.  Since employers pay for unemployment benefits, their rates are being 
increased to the highest possible rates to keep the fund solvent.  Seeking relief for already 
stressed employees, the Governor is seeking additional Stimulus dollars as a solution.  
The problem is that in exchange for a one-time payment of $126 million, Maryland is 
making a permanent expansion of the eligibility requirements again.  

Senate Bill 107 expands eligibility to people in worker training programs and makes 
other changes that increase the payouts from the Fund       is already paying out more 
than it takes in, increasing the burden on employers.  Since the Fund is paying out about 
$20 million per week, Maryland will receive only 6 weeks of help for a permanent 
increase in benefits.  In the long run, it will cost a l business owners more.  How many 
businesses will have to close or reduce the amount of employees they employ?

I once again sponsored the Maryland Economic Stimulus Act (HB 1249) to give       lief 
to Maryland businesses.   After last year’s bill was defeated in committee, the Maryland 
Public Policy Institute wrote, 
“The General Assembly passed up a great opportunity to enact a real economic stimulus 
this session by failing to enact HB 669 (last year’s bill)…These benefits would have 
reduced the state tax burden on businesses in the short term, and perhaps even have 
provided businesses with an economic incentive to make property and capital 
expenditures now, thereby stimulating the economy.”

This bill follows the lead of our federal counterparts in extending favorable benefits to 
businesses by removing the provisions in our law that            Maryland businesses 
from Section 179, expensing and accelerating depreciation allowances enacted at the 

B us iness Issues



federal level to stimulate the economy.  Under both President Bush and President Obama, 
Congress has enacted many measures to increase the write-off for business assets 
purchased and placed in service to encourage purchases and stimulate jobs.  These federal 
benefits are available to our Maryland businesses, but because of Maryland laws, the 
benefit does not accrue to Maryland taxes.

In floor work this week, we had a thorough discussion about protecting the rights of 
renters in foreclosed properties (HB 711).  The bill provides that a purchaser in a 
foreclosure must honor any rental agreement in place at the time of foreclosure.  The 
body rejected an amendment to limit the terms of the lease to 12 months, to protect the 
tenant and not adversely impact the purchaser. 

Several foreclosure bills are percolating through the           Most are designed to 
protect the person who is foreclosed upon using such measures as extending time before 
foreclosure, requiring mediation, setting priority of  iens, mitigating loss and settlement, 
etc. 

It is always righteous to look out for the victims among us, but victimhood doesn’t just 
happen to the poor.  It happens to the investors who lose their fortunes due to 
misjudgments and miscalculations that are inherent to       an entrepreneur.  Society 
needs them to take risks, invest in ideas, create profitable businesses, and to keep re-
investing because it is their success that is the backbone of this society.  It is 
disappointing that in seeking to protect one party fro  a foreclosure, we did so at the 
expense of the risk-taking entrepreneurs who purchased the property.   

The Appropriations Committee will be voting the FY 2011 budget to the floor next week.  
The Senate has already passed the budget and, with the actions of the House, there will be 
a conference committee to reconcile differences.  When approved, the total Maryland 
budget will be more than $4 billion greater than when     Governor took office.  Federal 
dollars, fund swaps and forcing local governments to pay for services previously paid by 
the State have allowed spending to grow at an unsustainable rate.

Our next major bill is the Capital Budget.  With Del.       Aumann (Baltimore County) 
taking the lead, the Republicans on Appropriations, concerned that we have reached our 
debt capacity—our credit is maxed out, developed a capital budget strategy to reduce 
spending.  The proposal postpones about $211 million in bonds for capital projects that 
Gov. Martin O’Malley has proposed for fiscal year 2011  saying the projects should be 
pushed back a year to see if the State’s economy improves and tax revenues rise.  
Without such restraint, we may be setting our State up for a tax increase to cover debt 
service.

Among the spending that the Republicans said should be put on hold are $37.3 million in 
borrowing to help pay for construction of a new building at the University of Baltimore 
School of Law and $45 million in bonds for the Inter-County Connector, an 18.8-mile toll 
road under construction in Montgomery and Prince George’s Counties to link Interstates 
95 and 270, as well as several sewage treatment projects.
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The spending needs to be deferred so the State doesn’t exceed the Capital Debt 
Affordability Committee’s recommendation to cap new bo                  0 million for 
the 2011 fiscal year that starts July 1.  Governor O’Malley went beyond the panel’s 
recommendations when he submitted a 2011 capital spending plan calling for $1.14 
billion in new bonds.

Our work is picking up with Saturday sessions and early Monday sessions.  There is 
much work to do and so little time remaining.

At your service,

Gail Bates
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