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O~MALLEY

IS LOOKING
AT GAS TAX
Governor would link rate
to rising costs for roads
BY ANDREW A. GREEN
IIUN R£PORT£Rl

GAITHERSBURG /I Maryland's {PI~ $te TAXES. SAl
gasoline tax would go up in 18
months - and. possibly sooner
- itGoY. MaItin O'Malley'S plan
to add $400 million a year in
transportation funding is ap-
proved by the General Assembly.

Allhough an immediate in-
crease in the gas tax is not part
«the $2 billion revenue plan
the Democratic governor has
been rolling out <:Net the paS!.
week, he said ymerday that he
will push to tie future increases
to the rising cost of road and
bridge COllSlJ'Uction materials.

At present rates of inflation,
that would a~rage $63 million a
year, an increase of about
0.8 cents a year from the current
rate of 23.5 cents per gallon,
state officials said

As the proposal is structured,
new rates would not take effect
for about 18 months. But O'Mal­
ley also sUMSted he would be
open to supporting an immedi­
ate increase in the gas tax, wh.ich
was last raised in 1993, if the leg­
islature appl"O'led it.

Business leaders. indudirlg the
Greater Billtjrnntp Commjnee
have been pushing for an imme­
diate 10 cents-per-gallon in­
crease for transportation needs.

"So very mu:h d what we are
~ning forward is our best. esti­
mate d where we can t1nd ett'r
sensus among the ... members d
the General Assembly," O'Malley
said. "There is always the possibil-

ity that there will be a greater
amount c:L consensus by the time
we reach a speci.al session."

DiscUssion d the gas tax came
yesterday as O'Malley formally
unveiled his plan to add about
$392 million a year to the Slate's
transportation trust fund.

The infusion of cash (or roads
and mass transit would come
from an increase in the tax on car
sales, known as the titling tax, a
rise in the corporate income tax
and a few other measures.

Although the governor is offer­
ing his transportation plan in con­
junction with a broader budget
package, the measures an·
nounced yesterday would not go
toward closing Maryland's proj·
ected S1.7 billion budgel shortfall.

O'Malley announced his plans
at a Gaithersburg park-and-ride
lot overlooking Interstate 27U, U5o­
in& the backdrop fA tramc-choked
Montgomery County to make his
poinl, though the highway WaJ
nmning free and cleard~ the
newsronference.

The g<:JVemOr said the state is
(acing a S40 billion backlog in
transportation prQiects and that
without new money, Maryland's
economy would be at rist.
~arylandersin the \Ya.shinglon

area waste a full week fAwort. ev­
ery year sitting in bumper·t~

bumper traffic," O'Malley said.
-It's a different kind fltaJ:. It's a
tax by circwnstance. A tax based
on our failure to invesL-

IlCS\JOnSC Uncle<lr
Whether the General Assembly

would be amenable to an imme­
diate gas tax increase is unclear.
senate President Thomas V. Mike
Miller:, a Southern Maryland Dem­
ocrat, backed a 12<ent increase
earlier this year, but House Speak­
er Michael E. Busch has been
wary d raising the gas tax.

-nte average family has strug­
gled with increases in energy
costs from electricity and heating,
and they're now~ gas casts
ofbefween $2..70 and 53 a gallon,"
said Busch, an Anne Arundel
County DemocraL

''It has eatEn up a lot of their dis­
cretionary income, and it be·
comes 'oWY hard Cor any elected
official to support an increase in
the gas tax."
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sen. David R. Brinkley, the mj.
nority leader from Frederick
County, said Rep.tbIicans are gen­
eraDy opposed to a gas tax in­
crease. The GOP caucus has 0p­
posed all of O'Malley's proposals
to increase taxes to baJ.ance the
1Judset:. but their objections to the
gas tax are different, he said.

Half of the transportation trust
fund goes toward mass transit,
which tsotlittle benefit in the ru­
ral conununities that most Re­
publicans represent Brinkley
said. Creating a dedic'ated fund­
~ source for mass transit, paid
fIX by the commWlities that use
it, YoOOld free up tnough money
at the current gas tax rate to
maintain and expand the road
system, BrinIdeysaid.

"We favor the investment in
roa~ bridges and transportation
infrastructure,· Brinkley said. -I
am very much opposed to the
motoring public paying for most
of the mm transit in the CUlTeJlt
system.-

However. business groups favor
a transportation tax increase.
Ctpiller Baltimore committee
President Donald C. Fry has called.
Cor O'Malley to add a gas lax in­
crease to his proposal, saying the
state needs S600 millioo annuauy
to keep up with its needs.

James C. Dinegar, president or
the Creater Washington Board of
Trade, said in a statement that his
group wouJd support an effort to
raise the gas tax.

-Region-wide, transportation is­
sues are critical to accommodat.
~ the continued success d thisarea:__

O'Malley's plan calls for the ve­
hide titling tax to be increased
from 5 percent to 6 percent. That
meam the tax on a no 000 car
~ incre,. from the 'current
$1,000 to $1,.200.

The rate is 2.75 percent in Dela.
ware, 3 percent in Virginia, 5 per_
emt in West \r1rWnia and 6 per­
cen~ in Washington and PmJuyl_
Yam~

The Marytand Automobile Deal­
ers Association issued a state­
ment yesterday opposing O'Mal­
ley's plan and suggested a com­
promise; Levy the tax on the dif·
ference between the cost of a new
car and the value of a trade-in.
More than 40 states do that, the
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group said
The group estimated that its

plan would generate about $70
million a year. O'Malley's plan
would raise $166 million ayear.

The governor sought to empha­
size yesterday that his pIqX)Sal to
raise the corporate income tax
liom 7 percent to 8percent would
nOl put Maryland at a competi.
tive disadvantage with neighbor.
ingstates.

At the news conference, O'Mal­
Ley stood next to a chart showing
the corporate income tax rates in
Pennsylvania, Washington, New
Jersey, West \r1rginla and Dela·
ware, which range &om 9.99 per­
cent in Pennsylvania to 8.7 per_
cent in Delaware. The chan did
not mention Vlrginia, where the
rate is 6 percent

The increase would generate
about $110 million a year to be di·
vided equally between transpor­
tation and higher education

O'Malley said he would like to
use revenue from the corporate
income tax increase to continue a
freeze on tuition at University
System of Marytand c::ampuses for
another year or two but that he
YtUuld have to negotiate with the
legislature about how much mon­
ey to dedicate to that pi, giYen
the system's la.rge needs f« new
buildings and equipme:nt

University System Chancellor
Wtlliam £. Kirwan, who stood by
O'Malley's side in the news con­
ference, said the money would
ensure the state's economic com.
petitiveness.

-ro our partners in the private
sector, I want you to know we are
gdng to we these funds to ensure
we have the quality of fucilities
and the capacity to deliver for you
the highJy slilled and highly edu­
cated wol1t force you are png to
need in the decades ahead,- JUr­
wan said

Although business leaders have
agreed with O'Malley that higher
education and transponation are
crucial to etonomic development,
the state Chamber of Commerce
released a report saying a higher
corporate tax would drain thou·
sands ofjobs from the state.

111 ol 22
Ac:oounl. 111087 (3111)

COmpetitive issue
Another rL the gpvemor's prt>

posals, ·combined reporting,­
would be an even greater drain
decreasing Maryland's competi:
tiveness,~ leaders say.

Companies with subsidiaries
and affiliates In Maryland would
be required to file a single report
and pay taxes based on the whote
group's business activity b1 Mary­
land

"We feel it would increase the
cost of doing business in Mary­
land,- said Chamber of Com·
merce spokesman wrn Bums.

O'Malley has long said he sup­
ports combined reporting, which
proponents say would prevent
JargI! companies doing business
in Marytand froo1 hiding protlts
in other states. Yesterday, he ex­
plicitly made it part of his pack­
age of tax Jaw changes. A report
this summer from ComptroUer
Peter Franchot showed that
about half or the state's largest
companies did not pay taxes last
IOn

O'Malley's appearance in
Gaithersburg was the fourth in
the past week to pitch elementsof'
his tax pack•• Last week, he un­
veiled plans to increase the saJes
tal rate from 5 percent to 6 per­
cent; cut the Slate property tax by
3 emts per $100 in assessed value;
and make the state income tax
more progressi~ a~ that
w0l.lid have most Marylanders
paymgless but top earners paying
muehmore.

He is scheduled to appear today
at a horse farm in northern Balti.
more County, in what is likely to
be his first public step in a push to

~~~~~.~.~.~achinegambling.

andy.gree~baltslln.com

Sun reporter James Drew
contributed to this artick.
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