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The Weekly Whip
)GOVERNOR PROPOSES PENSION REFORM
As a part of his FY12 budget proposal, Governor O’Malley has recommended a number of structural reforms to the State’s pension system, which supports State employees, local teachers and librarians, community college employees, judicial employees, State police and correctional officers. In 2010, the General Assembly created the Public Employees’ and Retirees’ Benefit Sustainability Commission to review and make recommendations on the long term health of the State’s pension and benefits system. The Governor’s proposal is based in part on the recommendations of this Commission. 

The State’s pension system is currently funded at 64.1% – 30th in the nation. Prior to the economic recession, the system was funded at 78.6%. Teacher pension costs are one of the biggest cost drivers in the budget - estimated to grow an additional $81M in FY12 - bringing overall State liability to $1 billion for FY12. 

There are three factors driving underfunding of the pension system: the 2006 pension enhancement, which was unanimously passed by the legislature in 2006 and signed by Governor Ehrlich, making retroactive enhancements for state employees/teachers; steady increases in the teacher salary base at the local level, partially funded by the State’s Thornton program; and declines in the retirement system assets because of the global recession.  The retirement system experienced a loss of $4 billion from October 2007 to June 2008.  

The Governor’s proposal has no impact on current retirees’ pension benefits and no impact on pension benefits already earned by teachers or employees currently in the system. 

The Governor has proposed to make changes to the pension system beginning on July 1, 2011 and for all future years. These include:
· Current employees/teachers
· A one-time choice between:
· Continuing to pay 5% of salary towards retirement but receive a lower benefit multiplier of 1.5% – or – 
· Increasing the salary contribution to 7% and keeping the 1.8% benefit multiplier
· Move from $5/$25 co-pays to $10/$40 co-pays for prescription drugs and increase out-of-pocket cap from $700 to $1,000 for an individual. Maryland is one of only 11 states with an out-of-pocket cap on drug costs.
· New Employees/Teachers hired after July 1
· Pay 7% of salary towards retirement with a 1.5% benefit multiplier
· Vest at 10 years instead of the current 5 years
· Increase the early retirement age from 55 to 60 years of age
· Cap retiree COLAs at 3% for new hires, which may be reduced to 1% per year in the future, if investment goals of the pension system aren’t met. Currently, retirees’ COLA is based on COLAs earned by current employees. 
· Retirees
· Transition retirees to the federal Medicare Part D drug program in 2020
· Establish a State-run prescription drug program similar to Medicare Part D that includes coverage in the donut hole from 2012 to 2020. State will subsidize 75% of retiree drug costs after a $310 deductible. 
Overall, the proposed changes to the retiree health plan will reduce the State’s unfunded retiree health liability, currently almost half of the pension system’s unfunded liability, by $7 billion. Maryland’s retiree health liability ranks 13th highest in the country, and is only 1% funded.  Beginning in FY13, the State will reinvest savings from these reforms back into the retirement system to reduce the unfunded liability by more than $1 billion over the next 6 years and achieve 80% funding of the system by FY23. 

DEATH PENALTY PROTOCOLS
Protocols for implementation of the death penalty are currently pending before the AELR Committee. In 2006, the Court of Appeals in Evans v. State ruled that the death penalty protocols used by the Department of Public Safety and Correctional Services (DPSCS) were subject to the Administrative Procedure Act and needed public input prior to implementation. This set in motion the need for legislative action in order for the death penalty to be available for use in Maryland.

Last term, the legislature formed the Maryland Commission on Capital Punishment to review the application of the death penalty in Maryland. Several legislators, with the support of Governor O’Malley, pushed for a repeal of executions in Maryland. Ultimately, the legislature passed a law that enhances the standard for when a prosecutor can seek the death penalty to instances when there is DNA evidence, a video-taped confession, or a video-tape of a crime. 

According to a recent Gonzales poll, 56% of Marylanders favor use of the death penalty in Maryland. 60% of Marylanders say that life without the possibility of parole is an acceptable alternative. There are 5 people on death row in Maryland today, ranking Maryland with the 7th smallest death row population in the country.

DPSCS has submitted the same regulatory proposal in 2009 and in 2010 for review by AELR. Members of AELR had several concerns with the proposed regulations put forth by DPSCS, including questions about internal procedures, the protocols for administering the three drugs used in a lethal injection, training of personnel on the execution team and potential complications with medical ethics. In addition, The Washington Post reported last week that the manufacturer of one of the drugs used in lethal injections in Maryland, sodium thiopental, will no longer be manufactured, potentially adding further complications to implementation of the death penalty protocols. 

The AELR committee will hold a public hearing on the death penalty protocols on February 16th.

MOVE ACT
 (
Maryland ranks 2
nd
 for 
Science & Technology
Last week, the Milliken Institute ranked MD second in the country for research & development capacity – and turning R&D assets into companies and high paying jobs.
Maryland ranked behind Massachusetts and was the only state in the region in the top 5.
The FY12 budget should bolster this ranking with continued funding of the biotech tax
 credit, stem cell research and the Governor’s 
InvestMaryland
 proposal, if adopted by the General Assembly.
)In 2009, Congress passed the MOVE Act to require States to send absentee ballots to military and overseas U.S. voters no later than 45 days before a federal election. The General Assembly will have to pass legislation this year to move the primary for the 2014 election. 

The State Board of Elections has indicated that they need a minimum of 84 days between the primary and general elections in order to certify primary results, print absentee ballots and mail to military & overseas voters. This means that the last Tuesday in July is the latest that Maryland could hold a primary in 2014. 

In addition, the national Democratic & Republican Party rules for the 2012 election prohibit any State from holding a primary election prior to the first Tuesday in March, with 4 exceptions. This means that Maryland will have to hold a later primary for the 2012 presidential election – likely in April. 

The Administration will be introducing legislation to implement the MOVE Act in Maryland for your consideration and debate in the coming weeks.
