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R E A L E S TAT E

VORNADO
TALKS WITH
MILLS CORP.
Vornado Realty Trust con-
firmed in a Securities and
Exchange Commission fil-
ing that it “has had an in-
formal dialogue with man-
agement of the Mills
Corp.”
>>>> PG 2D

E C O N O M Y

WORKER
EFFICIENCY
DECLINES
The efficiency of Ameri-
can workers declined in
the final three months of
2005, the first time that
has happened in more
than four years, as wage
pressures accelerated.
>>>> PG 2D

Md. letting BGE zap customers Bankers
win bid
to halt
bias lawR EGULATORS ARE ON

your side, Baltimore
Gas and Electric cus-

tomers.

They saw BGE household
electricity prices about to
spike 72 percent. They heard
your protest, felt your out-
rage and ordered a plan that
not only gives BGE the price
jumps it wants but lets it col-
lect interest on the unpaid
balance if you can’t handle
your bill.

It’s consumer protection,
21st-century style. Can’t af-
ford what The Man has to
sell? We’ll allow you to go
deeper in debt.

This is not what Maryland
needs or deserves.

Government hasn’t come

close to addressing the dou-
ble-punch of BGE’s looming
rate shock and plans for
BGE’s parent to be acquired
by a Florida power com-
pany.

The “rate stabilization
plan” announced by the
Maryland Public Service
Commission would stabilize
rates the way the Corps of
Engineers stabilized the 17th
Street Canal levee in New Or-
leans.

BGE electricity prices will
soar 72 percent after a five-
year cap expires July 1, regu-
lators disclosed yesterday.

Unless ratepayers opt out,
they go on an installment
plan that limits immediate
increases to 21 percent and
lets BGE collect interest on
the balance, which must
eventually be paid.

Easy terms available! Bad
credit OK!

But, you ask, what’s the al-
ternative? Wouldn’t it involve
reversing deregulation and
possibly renegotiating the
1999 settlement that BGE
and parent Constellation En-
ergy reached with Maryland
regulators?
[Please see HANCOCK, 6D]

Montgomery judge
blocks county measure;
case is to be tried in July

A Baltimore company reaches agreement to co-produce
‘Reading Rainbow,’ a long-running PBS children’s series

by Laura Smitherman

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

A Montgomery County judge blocked a fair-
lending ordinance yesterday that had prompted
at least two dozen lenders to announce they
would stop or suspend offering mortgages and
home-equity loans in the affluent county.

Circuit Judge Michael D. Mason issued the
temporary injunction a day before the ordi-
nance was to take effect. A trial on the lawsuit is
scheduled for July.

The American Financial Services Association,
an industry group, and several mortgage com-
panies had sought the injunction.

They argued at yesterday’s hearing that the
county did not have the authority to pass the or-
dinance and warned that the ordinance would
drive so many lenders out of the county that
credit would become scarce and loan costs
would increase.

Deputy County Attorney Marc Hansen said
the plaintiffs were “badly misreading” the Mont-
gomery law. “They seemed to be insisting some-
how that our law is regulating lending practices
and that’s not what the law says,” he said. “It
says we are prohibiting discrimination.”

In a separate development yesterday, the
county law received a setback yesterday at the
federal Office of Thrift Supervision, an agency
under the Treasury Department that regulates
federally chartered savings banks.

In response to complaints about the Mont-
gomery ordinance, the agency’s chief counsel,
John E. Bowman, issued a legal opinion saying
that U.S. law would preempt the county statute
from being applied to federally regulated lend-
ers.

In the meantime, the issue is expected to land
back in the County Council on Tuesday when
Councilman Mike Knapp said he plans to intro-
duce legislation to repeal the ordinance.

While residents must be protected from un-
scrupulous lenders, legislation should not dis-
courage conscientious financial firms from do-
ing business in the county, the Democrat said.
[Please see BANKS, 3D]

GM to cut
salaried
pension
benefits
42,000 will shift
to 401(k) program

by John O’Dell

. . . . . . . . . . . . . . . . . . . . . . . .

General Motors Corp. said
yesterday that it would freeze
or eliminate the traditional
pension benefits of its U.S. sal-
aried workers and move new-
er hires into a plan that relies
more on 401(k) investments as
the automaker continues to
cut costs.

The changes start next year
and affect about 42,000 work-
ers, including top executives.
The automaker, which lost
$8.6 billion last year, is shifting
away from the guaranteed life-
time monthly pension pay-
ment plan it helped pioneer in
the 1940s.

“These decisions are difficult,
but necessary to position GM
for future success,” Chief Exec-
utive Officer G. Richard Wag-
oner Jr.said. “These changes
will reduce financial risks and
future costs for GM [and pro-
vide] competitive and fair re-
tirement benefits going for-
ward.”

GM will sti l l provide a
monthly pension for salaried
workers hired before 2001, but
with reduced benefits cred-
ited for years worked after
2006. For newer employees,
GM will end the guaranteed
pension plan and replace it
with a 401(k).

GM will contribute 4 percent
of each employee’s annual pay
to the tax-deferred program
and allow employees to make
additional contributions and
manage their investments to
generate retirement income.
GM also will match 50 percent
of a salaried worker’s contri-
bution, up to 4 percent of the
base salary.

The company’s move “is sig-
nificant because it was GM
and the other Detroit auto-
makers who wrote the corpo-
rate social contract with work-
ers after World War II … that
said the employer will reward
loyalty by taking care of the
worker,” said Harley Shaiken, a
University of California, Berke-
ley professor and a labor spe-
cialist. “Now the message is,
‘Take care of yourself.’ ”

GM said the changes to its sal-
aried pension programs would
affect 36,000 automotive em-
ployees and 6,000 salaried
workers at General Motors Ac-
ceptance Corp. — a finance
unit that it is trying to sell to
raise cash. The pension changes
do not affect current retirees or
GM’s 105,000 hourly union
workers in the United States.

GM expects the new plans to
save it $420 million on a pretax
basis next year and to reduce
its pension liability by $1.6 bil-
lion at the end of this year.
GM’s pension liability was
$10.92 billion in December.
[Please see GM, 6D]

Actor LeVar Burton, the host of the “Reading Rainbow” children’s series on the Public Broadcasting Service, strikes a
pose with four children in a publicity photograph. The half-hour program airs locally on Maryland Public Television.

Educate Inc. will expand
into educational TV role Md. high court

backs allowing
hospital to do
heart surgery

by Hanah Cho

. . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

The Baltimore company known for its
Sylvan tutoring centers is expanding
into educational television with an
agreement to co-produce the well-
known Public Broadcasting Service
children’s series Reading Rainbow un-
der a deal announced yesterday.

It’s not an entirely odd partnership
for Educate Inc., which has been reposi-
tioning its business around consumer
services in the past year. Besides its tu-
toring business and last year’s acquisi-
tion of the Hooked on Phonics brand,
the company said it wants to expand

into broadcast media.
“We’re very excited about it because it

offers a wonderful new brand that aligns
with our current business,” said Chip
Paucek, president of Educate’s products
division. “It’s not so much specifically a
foray into broadcast. It’s a wonderful
plug-in for our products division.”

Under the production agreement, the
financial terms of which weren’t dis-
closed, Educate and Western New York
Public Broadcasting Association
(WNED) will create new episodes of the
show. Buffalo-based WNED is a co-
founder and original co-producer of
Reading Rainbow, which first aired on
PBS stations in 1983.
[Please see SERIES, 6D]

‘READING RAINBOW’
The series first aired on PBS stations in
1983 and targets children ages 4 to 8.
The half-hour show features host
LeVar Burton, an actor known for his
roles in Roots and Star Trek: The Next
Generation, discussing books.

The series has won numerous awards,
including 24 Emmys — nine for
outstanding children’s series.

The show airs on Maryland Public
Television.

Judges vote 4-3 to uphold
panel’s choice of Suburban

by M. William Salganik

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

In a 4-to-3 decision yesterday, the state’s high-
est court ruled that the Maryland Health Care
Commission acted within its authority when it
approved a new open-heart surgery program in
the Maryland suburbs of Washington.

Suburban Hospital in Bethesda, which the
commission chose to offer the program, said it
had hired most key staff and hoped to begin sur-
gery this spring.

A separate court case challenging the commis-
sion’s selection of Suburban is also working its
way through the court system.

Yesterday’s decision by the Court of Appeals is
the latest in a long-running legal, regulatory and
legislative battle over which hospitals in the
state get to offer the prestigious, and potentially
lucrative, programs.

Heart surgery, and other high-end services
that go with it, bring a half-billion dollars a year
to hospitals in Maryland and the District of Co-
lumbia.

Seeking to control costs and maintain quality,
the Health Care Commission has limited the
number of programs it approves; Suburban
would be the 10th hospital in Maryland to per-
form heart surgery.

Several of the 37 hospitals that don’t offer
heart surgery — known collectively as “the
have-nots” — have tried to win approval. They
argue that more programs will control costs by
introducing more market competition, and that
more programs would mean better access and
convenience for patients.
[Please see HEART, 3D]

Delta adding flights to its N.Y. hub
BWI will share in airline’s stepped-up service to Kennedy this summer

by Meredith Cohn

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Troubled carrier Delta Air Lines Inc.
announced yesterday that it would add
dozens of flights to New York’s John F.
Kennedy International Airport, includ-
ing from Baltimore, in a bid to boost its
overseas and cross-country hub.

The move will give cities with limited
international departures a bit more ac-
cess to Europe and beyond and poten-
tially improve the fortunes of the na-
tion’s third-largest airline, which con-
tinues to lose money after filing for
Chapter 11 bankruptcy protection in
September and making deep cuts in its
domestic service and work force.

“This summer’s expansion at JFK will
significantly increase the convenience
of choosing Delta for travel between the
U.S. and destinations around the world,
[Please see DELTA, 6D]

Delta Air Lines has been trimming its domestic service but seeks to build its
overseas traffic with more flights to John F. Kennedy International Airport.
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Delta to increase flights to N.Y. Educate Inc. set
for a role in TVDELTA [From Page 1D]

thanks to Delta’s extensive offer-
ing of flights to 31 international
destinations from JFK,” Jim
Whitehurst, Delta’s chief operat-
ing officer, said in a conference
call from New York.

He said that the airline would
join other airlines in capitalizing
on the demand — and higher
fares — for overseas travel by add-
ing 46 flights from 17 cities to the
New York hub.

Kennedy, used more as a con-
necting point than for local New
York traffic, will especially benefit
passengers in places such as Balti-
more; Richmond, Va.; Hartford,
Conn.; Providence, R.I; Cleveland;
and Buffalo, N.Y., that have few di-
rect international options, said
Dan Kasper, managing director of
LECG, a Cambridge, Mass., airline
consulting firm.

Longer-haul cities added to the
lineup include Las Vegas, San Die-
go and Montreal.

The fares were not announced
and will depend on demand to
specific destinations, Whitehurst
said.

Shifting routes
Kasper said many major carriers

have been shifting domestic
routes to international ones large-
ly because the international mar-
ket is a frontier mostly untrod by
the discount carriers that have
pushed down fares. Price compe-
tition and huge fuel bills have
pushed several carriers, including
Delta, into U.S. Bankruptcy Court.

“International markets have
been stronger,” Kasper said. “Oth-
er carriers have been adding serv-
ice for several years, and Delta
has not been as aggressive in its

expansion.”
Delta plans on using small jets

and turboprop planes operated
by regional carriers Comair and
Freedom Airlines to deliver pas-
sengers to Kennedy. They mainly
will arrive and take off in the
mornings and evenings to avoid
the midday crush of flights, in-
cluding most international ones.

Until these flights, which will be
added between June and Septem-
ber, Delta flew most of its interna-
tional connections through Atlan-
ta and Cincinnati.

Delta currently offers 23 daily
flights from Baltimore-Washing-
ton International Thurgood Mar-
shall Airport to Atlanta, Boston,
Cincinnati, Salt Lake City and
New York’s Kennedy. BWI current-
ly has two flights daily to Kenne-
dy.

Baltimore’s three new flights
will be added Sept. 5.

For 2005, the airline flew 1.34
million passengers through BWI,
making it the fourth- largest carri-
er there with almost 7 percent of
the market, according to the air-
port.

Benefiting customer
“These additional flights will

benefit the BWI customer who
connects with Delta’s impressive
and growing international net-
work,” said Jonathan Dean, an
airport spokesman.

“But it’s more than that. The
[origination and destination] trav-
eler will also benefit. Now more
than ever JFK equals Manhattan.
Business travelers from Baltimore
and Washington can fly to JFK
and take the AirTrain to Mid-
town.”
.......................
meredith.cohn@baltsun.com

SERIES [From Page 1D]

A WNED official said the move
saves Reading Rainbow from ex-
tinction, since financial con-
cerns had left its future on the
air in doubt.

Darwin McPherson, a spokes-
man for WNED, said it’s still too
early to say how directly Edu-
cate will be involved in the
show’s content. WNED’s agree-
ment with Educate isn’t one of
a kind, as producing partner-
ships between commercial and
nonprofit entities are not new
i n p ub l i c b r o a d c a s t i n g ,
McPherson said.

“PBS standards will protect
the integrity of any educational
content,” McPherson said. “And
we expect any input that Edu-
cate has will be based on their
knowledge of the education sys-
tem but not anything that
would forward a commercial
agenda.”

‘Wonderful’
R. Christopher Hoehn-Saric,

Educate chairman and chief ex-
ecutive officer, said in a state-
ment: “This is a wonderful op-
portunity to combine our ex-
pertise in helping kids learn to
make this beloved series even
more effective, engaging and
relevant for today’s kids.”

For WNED, the co-producing
agreement ends questions of
the award-winning series’ fu-
ture on public television.

“It brings happy closure to the
long struggle to secure the
funds needed to sustain the se-
ries,” Donald K. Boswell, presi-
dent and chief executive officer
of WNED, said in a statement.

Not only will Educate co-pro-
duce the series, it also will dis-
tribute Reading Rainbow-relat-
ed and other educational prod-
ucts and materials. That mer-
chandise deal was secured
through Educate’s acquisition
of Great Plains National Instruc-
tional Library, the largest non-
profit source for classroom-
learning materials from the
University of Nebraska. The
purchase price was $2.8 million,

Educate said.
To spearhead its Reading Rain-

bow venture, Educate hired
two new managers. Jinny
Goldstein, a former vice presi-
dent of education at PBS, will
head Educate’s partnership
with WNED and PBS. Dan
Hamby, also a former PBS ex-
ecutive, will oversee Great
Plains Library’s merchandise,
publishing and distribution ef-
forts.

“This particular acquisition
fits directly into the products
division,” Paucek said.

Reading Rainbow had been
jointly produced by WNED and
Great Plains National Educa-
tional Media, a division of Ne-
braska Education Telecommu-
nications (NET).

Educate’s producing agree-
ment and acquisition came to
fruition when the University of
Nebraska’s Board of Regents ap-
proved the sale of NET’s 50 per-
cent share of Reading Rainbow
to WNED last week. In turn, the
university’s governing body ap-
proved the sale of Great Plains
library to Educate.

‘Ancillary growth’
While Educate’s tutoring busi-

ness hit some financial snags
lately, the company’s acquisition
of its latest name brand could
provide long-term “ancillary
growth,” said Kristen Edwards,
an education equity research an-
alyst with investment bank
ThinkEquity, which does not
own shares in the company. Last
month, Educate announced a
disappointing $4.7 million loss in
the fourth quarter.

“By adding products to their
business model, there’s a new
element of risk,” Edwards said.
“But the big picture is they
could leverage their brand
name and the Reading Rainbow
brand name.”

Educate stock closed yester-
day at $9.24, down 2 cents.
.......................
hanah.cho@baltsun.com
.......................
The Associated Press
contributed to this article.

GM to cut pension benefits of 42,000 salaried workers
GM [From Page 1D]

The automaker is following oth-
er large employers in trying to cut
pension costs. About 80 percent
of U.S. private businesses have
ended traditional guaranteed
pensions in favor of 401(k) retire-
ment plans, Shaiken said.

But GM is the first Detroit auto-
maker to make the shift, after a
similar announcement in Febru-

ary by the North American unit
of Japan’s Nissan Motor Co.

David Cole, director of the Cen-
ter for Automotive Research in
Ann Arbor, Mich., expects Ford
Motor Co. and DaimlerChrysler’s
Chrysler Group to match GM’s
pension changes “in a matter of
weeks, if not days” to remain
competitive.

Neither company would com-
ment yesterday.

GM and Ford have been losing
sales and market share to foreign
brands in the U.S. for decades.
And both automakers have com-
plained bitterly that company-
paid benefits for their hundreds
of thousands of workers and retir-
ees place them at a competitive
disadvantage to carmakers in
Asia and Europe with national
health and pension plans.

The pension changes follow a

deal GM reached with the United
Auto Workers in November to cut
health benefits for retired hourly
workers. That deal, which would
save the automaker $1 billion a
year, is awaiting federal court ap-
proval.

GM’s stock price gained 48 cents
for the day to $20.29.
.......................
John O’Dell writes for the
Chicago Tribune.

Wanted: Better Constellation deal for Maryland families
HANCOCK [From Page 1D]

Wouldn’t that raise specters of
state expropriation and add to
Maryland’s stellar reputation at
the U.S. Chamber of Commerce?

Yep, but desperate times call for
desperate measures.

BGE wants to pull nearly $400
million annually from the Central
Maryland economy through its
rate increases. BGE is an economi-
cally critical monopoly. The dereg-
ulation that allowed these in-
creases was deeply flawed; it was
sold on the notion that electricity
prices would fall.

Regulatory intrusion that might
be outrageous in another indus-
try can be justified here.

And BGE/Constellation is likely
to be open to renegotiation.
Thanks to scores of millions of
dollars in merger-related bonus-
es, Constellation bosses probably
want to complete the company’s
marriage to Florida’s FPL Group
even more than they want to stick
Maryland ratepayers with price
trauma.

Gov. Robert L. Ehrlich Jr. and the
General Assembly ought to make
merger approval conditional on a
better deal for Maryland families
than a 72 percent price pop and
easy financing.

If they’re squeamish about mo-
lesting a corporate citizen, they
should ask some impolite ques-

tions that could shed light on
whether the 1999 deregulation
was fair, whether a 72 percent in-
crease is justified by higher fuel
prices, as BGE argues, and how
much BGE and Constellation
would suffer if they got anything
less.
ï Why will the municipally
owned Hagerstown Light charge
residential electric customers
about 30 percent less after July 1
than shareholder-owned BGE?

Hagerstown Light shops in the
same electricity markets as BGE,
but Hagerstown households will
pay only about 9.7 cents a kilo-
watt hour, based on what Hagers-
town Light boss Karl Kohler told
me yesterday, while BGE house-
holds get socked with 14.1 cents.
What’s up with that?
ï How can Constellation be book-
ing record profits when it keeps
complaining that the current,
capped BGE rates are far below
market prices? (For a hint, see

next question.)
ï How much profit is Constella-
tion making on the low-cost gen-
eration plants that BGE custom-
ers paid for and that Constella-
tion took over after deregulation
in a cash-free paper shuffle?

BGE’s old generation assets
were almost all coal and nuclear
— the very cheapest way to make
juice in today’s market. But in-
stead of passing the low costs on
to ratepayers, as in the old days,
BGE/Constellation gets to charge
a deregulated price in a market
driven up by high oil and natural-
gas generation costs for other
electricity vendors. Result: a huge
markup.
ï On the same subject, what’s the
value of Constellation’s Calvert
Cliffs nuclear generators these
days?

Over five years BGE customers
have paid some $500 million to
Constellation based on the bogus
notion, pushed hard by the compa-

ny, that Calvert Cliffs would plum-
met in value after deregulation
and that Constellation deserved to
be compensated for the “loss.”

You know what happened. Re-li-
censed in 2000, unburdened by
huge costs borne by today’s oil
and gas generators, Calvert Cliffs
is worth a mint. There probably
was no “stranded cost.”

I don’t know the answers, but
I’m trying to find out. Meanwhile,
BGE/Constellation, how about re-
bating the $500 million as a step
toward easing the rate shock?
.......................
jay.hancock@baltsun.com

• Do you have an exit strategy for your business
when you are ready to retire or pursue other
interests?

• We currently represent sellers with a combined
value of over $2 billion dollars on the open
market. 

• We have Buyer/Investor interest looking for
small to mid-sized privately held businesses in
all industries.

• Call our Seller's Hotline NOW!

The nation’s leading buyer to seller matchmaker™

Member: Better Business, Atlanta Metro Chamber of Commerce
and Dunn & Bradstreet

Alliance Acquisitions Associates is looking for Sellers in the Baltimore area.
No company can guarantee that your business will be sold. But our national
coverage will provide you with all the visibility necessary to attract buyer's
interest in your business.

Our Seller's hotline is available 24 hours.

1-800-341-9039
Buyers want your business NOW!
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The Loyola MBA.

Keeping

business card

printers in

business since

1967.

THE LOYOLA MBA
P R A C T I C A L K N O W L E D G E . P R O V E N E X P E R I E N C E .

Relevant. Academically rigorous.

Absolutely dedicated to your

success. Is it any surprise

Loyola graduates do so well?

Accredited since 1988 by

AACSB International.

For more information please call

410.617.5067, e-mail us at mba@loyola.edu

or visit us online at www.loyola.edu/graduate.
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Columbia Campus

8890 McGaw Rd.

Friday, March 24
5:30 – 7:00 p.m.

Saturday, April 8
10:30 a.m. – Noon

Timonium Campus

2034 Greenspring Dr.

Saturday, March 25
10:30 a.m. – Noon

Friday, April 7
5:30 – 7:00 p.m.
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Evening MBA
MBA Fellows
Executive MBA
Master of Science
in Finance



Question // How can electricity
bills go up 72 percent overnight?

When Maryland deregulated its electricity in-
dustry in 1999, Baltimore Gas and Electric Co.’s
rates were frozen for the following six years. In re-
cent years, however, the cost of natural gas, coal
and other fuels used to make electricity have
soared as a result of rising global demand, unrest
in oil-producing regions and last fall’s hurricanes
in the Gulf of Mexico. With those rate caps due to
expire in July,BGE must pay more to buy the elec-
tricity it delivers to customers. Since 2000, the av-
erage spot price for electricity has more than dou-
bled in the power pool where BGE and other
utilities in Maryland, Pennsylvania and New Jer-
sey get their energy.

Not exactly. After July 1, regulators allow
BGE a 0.9 percent profit on the value of the
electricity it delivers to its 1.2 million residen-
tial and commercial customers.That amounts
to about $20 million a year — a small part of
the roughly $150 million in total profit the util-
ity makes annually. Much of that $150 million
comes from BGE’s fee to deliver power over its
transmission lines and other services.That fee
— separate from the cost of the power itself —
is not increasing in July.

After rates were frozen,
BGE locked in long-term
power supply contracts at
prices far lower than avail-
able now. When those low-
cost contracts expire in
June, the new supply con-
tracts are more expensive.

Question // Were BGE cus-
tomers getting a bargain for the
past six years? Compared to what?

Yes, compared to averages for the nation
and the region. For 2005, the federal Energy
Information Administration estimates that
Maryland residential customers paid an av-
erage of 8.23 cents per kilowatt hour, includ-
ing those in parts of the state served by util-
ities other than BGE. That was less than the
average of 12.30 cents for Mid-Atlantic cus-
tomers in New York, New Jersey and Penn-
sylvania,and 8.60 cents in the South Atlantic
region, which includes Maryland, Delaware,
D.C. and six other states. The national aver-
age is expected to come in at 9.25 cents.

The state Public Service Com-
mission, which regulates utili-
ties, has ordered BGE to spread
the rate increase out over two
years for customers, unless cus-
tomers request otherwise. Cus-
tomers will have to pay 5 percent
interest on the deferred amount
of their bills, however. State law-
makers and company officials
are negotiating a plan that might
allow customers to spread out
the rate increase without inter-
est.Short of easing the pain,how-
ever, there is little the state can
do about the global forces dri-
ving energy costs higher.

1

2

Question // If
BGE made money
with rate caps, why
can’t it now?

5
things
you should

bill increase

know about 
the energy

3

4
Question // Can
lawmakers or state
utility regulators do
anything to stop or
roll back the rate 
increases?5

Question // Is BGE going 
to get a profit windfall from 
the higher rates?

BY PAUL ADAMS [sun reporter] 

I L L U S T R AT I O N  BY  A N T H O N Y  C O N R OY [ S U N  A R T I S T ]  
O R I G I N A L  A R T WO R K  BY  I S TO C K P H OTO.C O M

Baltimore Gas and Electric Co.’s customers were
stunned last week when they learned that their bills

would increase by an average of 72 percent when legislat-
ed rate caps expire July 1. Here are the answers to some
basic questions about the new rates and what they will
mean to both consumers and BGE:
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Irene Keffer holds sample of peanut butter fudge she makes
daily at the Boscov’s headquarters store near Reading, Pa.
E L I Z A B E T H M A L B Y [ S U N P H O T O G R A P H E R ]

A 3-store
offensive
Modest Boscov’s chain
of department stores
buys local Macy’s outlets

by Andrea K. Walker

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

R E A D I N G , PA . // Down the
steps of the Boscov’s Depart-
ment Store here, past the dis-
play of patio furniture, near the
ladies in gift-wrap and squeezed
into the basement, you’ll find
the chain’s corporate headquar-
ters.

The modest, quaint central
suite seems to befit the 40-store
company begun 85 years ago by
a Russian immigrant in this
blue-collar city folded in the Leb-
anon Valley of eastern Pennsyl-
vania.

The halls are a little dark, a lit-
tle dank. The furniture’s a bit
dated. The buyers who choose
the merchandise to be sold in
stores sit crammed behind tall
cubicles plastered with family
photos and photocopied car-
toons.

Clothing samples hang on roll-
ing racks in the aisles. The presi-
dent’s office is about the size of a
high school principal’s, no
glammed-up corporate execu-
tive’s digs.

But Boscov’s, which about to
move into the Baltimore mar-
ket, is taking a step beyond its
traditional roots. It’s a bold leap
at an uncertain time for depart-

ment stores, squeezed by the
proliferation of discounters and
specialty stores. The family felt
the enterprise had reached a
critical juncture: grow or wither.

“Everything has its risks and
we’re working to mitigate those
risks as much as possible with-
out straying from the formula
that has gotten us to where we
are,” said Kenneth S. Lakin, the
company’s chairman and chief
executive officer. “We’re not re-
inventing the wheel. We’re just
tweaking it a little bit.”

By the end of June, Boscov’s
expects to close on a deal to buy
10 stores from Federated Depart-
ment Stores Inc., the Cincinnati
retail giant that is unloading ex-
cess property as a result of its re-
cent merger with May Depart-
ment Stores. As it combines its
various regional department
stores — including Hecht’s in
the Mid-Atlantic — into a na-
tional Macy’s brand, Federated
is selling off excess stores to oth-
er retailers.

In the Baltimore area, Boscov’s
will take over Macy’s stores at
White Marsh and Owings Mills
malls in Baltimore County and
at Marley Station in Anne Arun-
del County. The stores are to be
open by the November-Decem-
ber holidays.
[Please see BOSCOV’S, 2C]

U.S. raising insurance limit
for retirement accounts

THE FEDERAL INSUR-
ance limit for retirement
accounts at banks will

more than double to $250,000
this year — just in time for retir-
ing baby boomers.

The increased coverage will ap-
ply to accounts such as Keoghs,
individual retirement accounts
and individual 401(k)s. The new
limit could kick in as early as
next month, although it will be
in place in November at the lat-
est.

“Our hope is to make it before
the April 15 date because many
banks really encourage addition-
al contributions through IRAs
and rollovers before the tax
date,” said Jim Chessen, chief
economist at the American
Bankers Association.

The insurance limit on other
bank deposit accounts will re-
main the same at $100,000 at
least until 2011.

Beginning then, and every
five years thereafter, the limits
on other bank deposits and re-
t irement accounts can be
raised in increments of $10,000
based on inflation, said David
Barr, a spokesman for the Fed-
eral Deposit Insurance Corp.,
which insures banks and
thrifts.

(The increased limits also will
apply to credit unions, whose
insurance comes through the
National Credit Union Share
Insurance Fund.)

FDIC insurance comes into
play when a bank fails.
[Please see AMBROSE, 4C]

Maryland, Michigan take diverging paths in deregulation

M ARYLAND AND MICHI-
gan were electricity
twins in the 1990s.

Served by nearby nuclear and
coal generators, households in
both states bought kilowatts for
roughly $1,050 a year — a little
over the national average.

Then they took divergent roads
to deregulation, and that has
made all the difference.

Customers of Baltimore Gas
and Electric Co. are due for a
whopping 72 percent price jump
after July 1, when a transition-
al rate freeze on electricity ex-
pires.

Detroit Edison customers, on the

other hand, saw only a 9 percent
increase when their rate caps were
lifted Jan. 1, says a Detroit Edison
spokesman.

The Baltimore family that will
pay $1,800 a year for juice after
July 1 would pay $1,200 in Detroit.

And therein, as they say, lies a
tale.
[Please see HANCOCK, 4C]

HOROWITZ
Paul Horowitz’s five-year
search for his lost pension
was successful, and he’s a bit
richer for it.

>>>> PG 4C

ENRON TRIAL
The trial of Enron Corp.’s for-
mer top officials reinforces
the idea that the investment
community must be vigilant.

>>>> PG 5C
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Electricity twins go in different directions 5-year pension search ends wellHANCOCK [From Page 1C]

Coal and nuclear generators
have become the cheapest way
to make electricity in recent
years as prices soared for alter-
native fuels oil and natural gas.
You’d think that would leave
ratepayers in both Michigan and
Maryland in great shape.

But while Michigan forced De-
troit Edison to keep its coal and
nuclear plants and pass the
now-low cost to ratepayers,
Maryland politicians tried to
promote competition by making
BGE shift ownership of its low-
cost plants to someone else — in
this case, to its parent company,
Constellation Energy.

Michigan partially deregu-
lated. Maryland went whole hog.

The result: The Constellation
plants sell electricity to anybody
for any price they can get, reap-
ing nice profits in today’s inflat-
ed market instead of passing sav-
ings from low production costs
to BGE customers, as would have
happened without deregulation.
And of course the promised
competition from companies of-
fering households a better deal
never happened.

‘The dark spread’
While Detroit Edison custom-

ers aren’t thrilled about a 9 per-
cent increase, “when you start
looking around at other states, I
think Michigan’s system has
worked,” says J. Peter Lark,
chairman of the Michigan Public
Service Commission.

The surprise bonanza for Con-
stellation and other owners of
coal and nuclear plants has be-
come the talk of the industry.
“The dark spread,” people call it,
referring to hidden markups
and fat profits for coal and nu-
clear plants as electricity prices
soar.

In any market, prices get set at

the margin — by the next unit of
supply meeting the next piece of
demand. The marginal price for
megawatts these days is deter-
mined by natural gas generators
because they’re cheapest to
build and easiest to flip on and
off.

And the price of natural gas to
fuel them has gone nuts, dou-
bling from already high levels af-
ter Hurricane Katrina and stay-
ing up while BGE solicited offers
from Constellation and other
electricity vendors. Coal prices
also have risen, but not as much,
and the cost to produce nuclear
power has been falling.

Calling dark-spread profits a
“windfall” for deregulated coal
and nuclear plants, Wall Street’s
Calyon Securities noted in an
October report that such facili-
ties “have been experiencing
rapidly increasing power mar-
gins as natural gas prices contin-
ue to rise.”

More than half the electricity
at BGE’s former plants came
from coal; more than 40 percent
came from nuclear. To get an
idea of how golden these facili-
ties look in today’s market,
check out figures from the Nu-
clear Energy Institute.

In 2004, it cost less than 2 cents
an hour to make a kilowatt with
coal or nuclear generators, while
the cost of a kilowatt-hour from
oil or natural gas generators was
more than a nickel. That’s 150
percent higher. Data for 2005
aren’t available, an NEI spokes-
man said, but if anything the
cost advantage of coal and nucle-
ar has probably grown.

So it’s 2 cents an hour for a
kilowatt made by BGE’s old Cal-
vert Cliffs nuclear plant. But for
you, after July 1, once Constella-
tion sells it to BGE and it lands in
your television, it’ll cost 14.8
cents. The difference isn’t all
profit, of course. Delivery and
administrative costs eat up most

of it.
Even so, Detroit Edison, using

similar plants and serving a sim-
ilar market, charges only 10
cents a kilowatt hour — a third
less.

Probably nobody knew coal
and nuclear plants would be-
come so profitable thanks to ter-
rorists, wars, hurricanes and
other factors driving up oil and
gas prices.

Constellation has already sold
much of the future juice from
the former BGE plants at prices
lower than what it could get in
today’s market.

Nevertheless, savings that once
would have passed from BGE
plants to BGE customers surely
helped stoke Constellation’s 45
percent profit jump in its latest
quarter.

“In fairness to Maryland, Michi-
gan was the last state to pass a re-
structuring law, so they had a lit-
tle bit of a heads-up” on deregula-
tion booby traps, says Ken Rose,
an economist at the Institute of
Public Utilities at Michigan State
University. “They knew there was
more of a risk in terms of letting
the generation go.”

A harsh light
OK. But the contrasting fates of

Baltimore and Detroit still cast
harsh light on Maryland’s colos-
sal misjudgment; on an intolera-
ble threat to Maryland’s econo-
my; and on Constellation/BGE’s
dubious complaints about hav-
ing to sell kilowatts “below mar-
ket rates” before the cap expires.

Hey guys: Your generation
costs are below market, too.

Maybe BGE and its long-lost
plants could be reunited. What
the General Assembly once put
asunder, the General Assembly
can try to rejoin. That would be
a good start.
.......................
jay.hancock@baltsun.com

Paul Horowitz’s five-year search
is over, and he’s a little bit richer
for it.

Readers might remember Horo-
witz, a former New York deli
worker featured in a December
article about how to find a lost
pension.

He had been a member of a
union for 19 years until his deli-
catessen closed in 1980. He moved
on. But his union reminded him
to get in touch once he turned 65
to collect a small pension.

Over the years, Horowitz lost
track of his union, which was ab-

sorbed by another. He left New
York for Baltimore. By the time
he became eligible for benefits,
he couldn’t find his pension.

That was five years ago. With
the help of a Sun librarian late

last year, the 70-year-old cook got
two possible leads on his old
union.

Horowitz followed up on both
and last week received word that
his benefits had been found.

He was given two choices: col-
lecting $51 a month for the rest of
his life or taking back benefits
worth $2,600 plus $35 a month for
life.

“I’ll take my $2,600 retroactive,”
says a happy Horowitz. “I’m going
to take my wife away. She’s talk-
ing about going to California.”
.......................
[EILEEN AMBROSE]

PAUL HOROWITZ

Retirement-account insurance limits to soar
AMBROSE [From Page 1C]

That hasn’t occurred since
June 2004, leaving a record
number of days between bank
failures. Still, when it happens,
consumers whose account bal-
ance exceeds the insurance lim-
it can lose money.

Often, these tend to be retirees
who keep retirement savings in
a bank account for easy access.

Barr recalls the 1999 failure of
the First National Bank of Key-
stone in West Virginia that had a
reputation as one of the healthi-
est, best-run community banks
in the country.

“It literally failed overnight
from fraud,” Barr said. “Half the
assets were completely gone. A
lot of retirees lost their money.”

Coverage was last raised in
1980 — from $40,000 to $100,000.
Legislation to raise the insur-
ance limits at a more rapid pace
had stalled for years.

Small banks in particular
wanted the coverage bumped
up to attract and retain local
customers who might otherwise
think it’s safer to keep big bal-
ances in large institutions, ex-
perts said.

Meanwhile, the opposition,
which included former Federal
R e s e r v e C h a i r m a n A l a n
Greenspan and two Treasury
secretaries, worried that banks
might take on greater risk if lim-
its were raised, consumers
wouldn’t care as long as they
were insured, and a potential
bailout by taxpayers would be
steeper, experts said.

A compromise was reached.
Insurance limits on most ac-
counts will rise more slowly.
And protection for retirement

accounts, which was less of an is-
sue, was increased more quickly,
experts said.

The rules on FDIC insurance
can be confusing. If you’re un-
sure, call the FDIC at 877-ASK-
FDIC (877-275-3342) or go to the
agency’s online Electronic De-
posit Insurance Estimator at
www.fdic.gov.

The Web program will ask
about your accounts and calcu-
late whether all deposits are
covered.

Coverage is not $100,000 per
person or per account, common
misperceptions. It’s based on ac-
count ownership, and consum-
ers can be insured for far more
than $100,000 depending on
how accounts are titled.

The more common types of
ownership are joint accounts
held by two or more people; sin-
gle accounts titled in one per-
son’s name; retirement ac-
counts; and trust accounts, such
as “payable-on-death” accounts
where a beneficiary is named to
receive the holdings when the
owner dies.

Say an individual has $200,000
spread across savings and check-
ing accounts and a certificate of
deposit. Because the three ac-
counts are titled in one person’s
name only, they are added to-
gether and insured up to
$100,000.

But take the case of a married
couple with a variety of ac-
counts under different owner-
ship. Say they have a joint ac-
count, but each has an IRA, a
savings account and a trust ac-
count naming the other spouse
as the beneficiary.

The joint account is covered up
to $200,000. Each savings and

trust account is insured for up to
$100,000 each, for a total of
$400,000.

Ret i rement ac counts are
treated separately.

Assuming the new limits are in
effect, the IRAs would be cov-
ered for up to $250,000 each, or
$500,000 total. Altogether, the
couple’s accounts would be in-
sured for a total of $1.1 million.

“It’s tricky,” said the FDIC’s
Barr. “Even bankers get it
wrong.”

In an informal survey of 10 Bal-
timore bank branches last week,
half of them correctly answered
that the maximum coverage for
a married couple’s joint account
is $200,000. That’s better than in
2002, when, in a similar survey,
two out of 10 bank branches got
it right.

Sarah Lifshin, a spokeswoman
with the Maryland Bankers As-
sociation, said banks train
staffers about coverage.

“We do take it seriously,” she
said, adding that consumers
should inform branch managers
if they receive incorrect infor-
mation.

The FDIC’s Barr said his agency
has seen bank failures where
customers ended up with unin-
sured money because of wrong
advice from bankers or financial
advisers.

“That doesn’t help them out in
the bank failure,” Barr said.
“The responsibility ultimately
rests with the person who owns
those accounts.”
.......................
eileen.ambrose@baltsun.com
.......................
Podcasts featuring Eileen
Ambrose can be found at
baltimoresun.com/ambrose.

Every Friday in Movies Today, you’ll find a wealth of information on all the new releases
— movie reviews, critics’ picks, a Hollywood “buzz” column and interviews with actors
and directors. Plus box office stats, a current movie digest and calendar of local film
festivals and events. You’ll give this section 4 stars. Just reach for The Sun.

Light For All. Something for everyone.

[movies today]
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High school sports in The Sun never looked better with
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and five surrounding counties. 
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E A R N I N G S

GOLDMAN
SACHS SETS
A RECORD
Goldman Sachs Group
Inc. reported the largest
quarterly profit in the his-
tory of the securities in-
dustry and said the out-
look on Wall Street is as
favorable as it’s ever been.

>>>> PG 2D

E C O N O M Y

U.S. SINKS
DEEPER
IN DEBT
The U.S. went deeper into
debt to foreigners last
year as the deficit in the
broadest measure of for-
eign trade hit a record
$804.9 billion.
>>>> PG 3D

Deregulation deck stacked against ratepayers

D ON’T BLAME DEREGULA-
tion for the 72 percent
pop in electricity bills

that Baltimore Gas and Electric
customers will see after July 1,
says BGE.

“It is not deregulation that has
failed,” BGE spokesman Rob
Gould said on WYPR radio last

week. “The real cause for the
price increase is the world energy
market.”

But for all of BGE’s and parent
Constellation Energy’s portray-
als of themselves as victims of
high energy costs, the facts
show not only that regulation
would have softened this kind of
rate shock but that deregulation
was fixed from the start in their

favor.
For one thing, deregulation was

what exposed BGE ratepayers to
the world energy market by cut-
ting them off from the low-cost
coal and nuclear generators BGE
used to own.

On Sunday, I wrote that electric-
ity bills in Michigan are a third
less than what BGE’s will be be-
cause regulators stopped deregu-

lation short and forced Detroit
Edison to keep its coal and nucle-
ar plants, passing the low cost to
households.

This column revisits the heart of
deregulation — the 2000 sweet-
heart deal that shifted BGE’s gen-
erators to parent Constellation
and that is now being re-exam-
ined by the General Assembly.
[Please see HANCOCK, 6D]

Evaluation
of credit
to change

Allegra Bennett’s image as a self-taught
‘renovating woman’ is an expanding career

Price
range set
for Visicu
offering

3 major bureaus say new system
will give more consistent scores

[ a s s o c i a t e d p r e s s ]

. . . . . . . . . . . . . . . . . . . . . . . . . .

N E W Y O R K // The nation’s
three major consumer credit bu-
reaus have created a new credit
scoring system designed to make
it easier for financial institutions
to evaluate loan applications and
to give consumers a better way of
measuring their financial health.

The credit reporting agencies —
Equifax, Experian and TransUni-
on — announced yesterday that
they’re introducing “Vantage-
Score” to banks, mortgage lenders
and credit-card companies imme-
diately. The new scores will be
available to consumers after the
lender rollout, probably later this
year.

“There’s clearly been a need out
there to have a consistent scoring
model that works across all three
reporting agencies’ data,” said
Kerry Williams, group president
of Experian’s credit services divi-
sion. “And consumers need a con-
sistent score that they can under-
stand and use in their own finan-
cial lives.”

Credit scores traditionally have
been three-digit numbers that
lenders used to evaluate the cre-
ditworthiness of borrowers. The
scores reflect how much debt a
consumer is carrying, how good
they’ve been at paying back loans
and how many credit applica-
tions they have outstanding.

They’re important because
lenders use them to determine
whether they’ll lend money to
consumers and at what rate. The

higher the score, the more credit-
worthy the consumer is consid-
ered and the lower the interest
rate the consumer will be
charged.

The agencies in the past each
used their own proprietary for-
mula to generate their own
scores, meaning that a lender
dealing with a consumer’s appli-
cation for a credit card or a mort-
gage might have to reconcile
three widely different scores.
[Please see CREDIT, 3D]

Company makes
ICU monitors

by M. William Salganik

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Visicu Inc., the Baltimore
company that develops re-
mote monitoring systems for
hospital intensive-care units,
expects to raise at least $65
million in an initial stock offer-
ing that could value the com-
pany for as much as $400 mil-
lion.

Visicu is planning to sell 6
million new shares at $11 to
$13 a share, according to an
amended prospectus filed yes-
terday. An additional 900,000
shares could be sold if demand
is high.

Current shareholders — ex-
ecutives and early investors —
would continue to hold 23.9
million shares, or about 80
percent of the company, the
filing said. At $12 a share, their
stake would be valued at
$286.8 million — a more than
10-fold return on their initial
$26.3 million investment.

If shares sold at $13, the com-
pany would be valued at
about $400 million.

Visicu initially filed with the
Securities and Exchange Com-
mission to go public in Novem-
ber. Company officials de-
clined to comment yesterday,
citing regulatory restraints.

The big numbers in the
amended prospectus reflect a
company that has grown expo-
nentially in the past two years,
after five years of scuffling to
develop a system and find cus-
tomers.

Revenue, according to the fil-
ing, ballooned to $18.4 million
last year, from $5.5 million in
2004 and $2.2 million in 2003.
Visicu gets its revenue from li-
censing and service fees it
charges the hospitals to use its
system.

It was also Visicu’s first prof-
itable year. The company
made $10 million, in large
measure from tax benefits
stemming from losses in previ-
ous years. Over the four previ-
ous years, Visicu booked $27.2
million in net losses.

As the company became
profitable, it declared a one-
time dividend, paying out $7.8
million to its top executives
and early investors.

The company was started in
1998 by two Johns Hopkins
Hospital intensive-care special-
ists, Brian Rosenfeld and Mi-
chael J. Breslow, who are the
company’s executive vice pres-
idents. Studies showed that in-
tensive-care patients had bet-
ter results when they were
monitored by doctors special-
izing in that type of care. But
estimates are that there are
only enough trained and certi-
fied “intensivists” to monitor
10 percent to 20 percent of the
country’s ICU beds.
[Please see VISICU, 6D]

Allegra Bennett has written three books and started a magazine geared to women learning to
do home improvements. Now she’s promoting energy saving in a BGE ad campaign.
J O H N M A K E LY [ S U N P H O T O G R A P H E R ] Sinclair cuts back

on ‘News Central’Fix-it lady builds
a role with BGE

Live newscasts’ viewership called low

by Andrea K. Walker

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Sinclair Broadcast Group Inc. is
significantly curtailing the corpo-
rately produced news program
known as News Central that had
been a lightning rod for criticism
from opponents of media consoli-
dation.

Under the format, live anchors
at Sinclair’s Hunt Valley head-
quarters produced newscasts that
were shown on many of the com-
pany’s 56 stations across the
country.

Critics complained that the
newscasts were disingenuous be-
cause they appeared to be locally
produced. Others said the feeds
came with a conservative bent
and homogenized the news con-
tent the company was providing
its viewers.

The company drew controversy
during the 2004 presidential cam-
paign for several news decisions,
including blocking an edition of
ABC News’ Nightline that recited
the names of fallen soldiers in
Iraq and initially agreeing to air a
documentary critical of Massa-
chusetts Sen. John Kerry, the
Democratic nominee, on the eve
of the election.

Sinclair introduced the News
Central model in 2002 as a way
to air live newscasts and save on
operating costs.

David B. Amy, Sinclair’s chief fi-
nancial officer, said last night
that the company decided to
change the format because of
low viewership. He denied Inter-
net rumors that described the
programming as being eliminat-
ed entirely.

While Sinclair is getting rid of
the live anchors that send out
news feeds from Hunt Valley, its
television stations will be sent
“content feeds,” much like a
wire service sends stories to sub-
scribing newspapers, Amy said.

“It’s just a matter of the num-
bers,” Amy said of the reduction
in News Central. “It wasn’t gener-
ating the kind of ratings we had
… anticipated it would achieve.”

The company will close news
operations at four of its WB sta-
tions in Milwaukee, Buffalo, N.Y.,
Tampa, Fla., and Raleigh, N.C., by
March 31. Fourteen other WB af-
filiates owned by Sinclair do not
have newscasts, Amy said.

KVWB (WB 21) in Las Vegas had
a newscast that included national
feeds from Hunt Valley which
was discontinued March 3.
[Please see SINCLAIR, 6D]

by Andrea K. Walker

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Allegra Bennett thought she got a good deal
when her ex-husband said she could keep the
house the couple once shared in Baltimore’s Ash-
burton neighborhood as part of their divorce
agreement.

Then, the garbage disposal broke one day while
she was cooking shrimp and crab cakes and Ben-
nett found herself playing the role of “damsel in
distress.” After a couple of calls to her ex-husband,
who she discovered wasn’t the fix-it man he
claimed to be, Bennett tinkered with the disposal
herself and fixed the problem.

Little did she know at the time that it was the
beginning of a new career for the former newspa-
per journalist known today as the “renovating
woman.”

Bennett is the publisher of Renovating Woman
magazine, the author of three books aimed at
teaching women home improvement skills, the
home repair expert on a television show — and,
most recently, the new face of Baltimore Gas and
Electric Co.

The utility company launched an ad campaign
last month with Bennett as its centerpiece. But
the high-profile role comes just as a public rela-
tions nightmare has descended on BGE. The utili-
ty is under political fire for a plan to raise rates by

72 percent on average when price caps set six
years ago are lifted in July.

The company knew rate increases were coming
and months ago put aside $6 million for a cam-
paign to educate consumers on conserving energy
and reducing their electric bills. The Bennett com-
mercials were a part of that plan.

So far, the commercials haven’t eased the outcry
from customers who believe that BGE should be
the one trying to figure out how to keep electric
costs low. But Bennett said that so far she hasn’t
been the focus of the criticism. Consumers seem
to be separating her from the company and its
problems.

“While the commercials say ‘Allegra and BGE,’
it’s about Allegra and the consumers,” Bennett
said.
[Please see BENNETT, 6D]

ALLEGRA BENNETT,
ON HER BGE JOB
“I SIMPLY SHOW PEOPLE
HOW TO PLUG THE HOLES
SO THEY CAN KEEP THEIR
MONEY FROM GOING OUT
THE WINDOW.”
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JAY
HANCOCK

+75.32  to 11,151.34 
+0.68% 

+28.87 to 2,295.90 
+1.27% 

+13.35 to 1,297.48 
+1.04% 

+1.73 to 344.54 
+0.50% 

+$0.0057 to
$1.2018 

-0.08 to
4.69%   

+$1.33/barrel 
to $63.10  

DOW JONES NASDAQ S&P 500 SUN-BLOOMBERG EURO IN DOLLARS 10-YEAR T-BONDS OIL (New York) 

KEEPING SCORE

Credit ratings give lenders a
way to assess risk on a case-
by-case basis and determine
whether they will lend money
to a consumer and at what
interest rate.

Sources: Equifax; Experian; TransUnion

[ A S S O C I A T E D  P R E S S ]

901-990

801-900

701-800

601-700

501-600

Score Grade

A

B

C

D

F

Credit outlook

Excellent rating;
low interest rate

Highest risk; may
not qualify for loans

Good rating but
short of excellent

Fair; moderate risk

Higher risk means
higher interest rate

New credit scoring scale
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FROM THE COVER

Bennett builds new role with BGE ICU monitor system
maker to offer stockBENNETT [From Page 1D]

“So, no, I’m not a spokesperson
for any of the caps or energy is-
sues going on. I simply show peo-
ple how to plug the holes so they
can keep their money from going
out the window,” Bennett said.

Some compare her to Odonna
Mathews, the former consumer
adviser for Giant Food, who until
her retirement last year gave
shoppers nutrition and shopping
tips in commercials and newspa-
per advertisements as the gro-
cer’s most visible employee.

“The persona that she created
with the ‘Renovating Woman’ is
‘If I can do it, you can do it, too.
I’m self-taught and you can be,
too.’ She doesn’t come across as
this technical geek,” said Kevin
O’Keefe, president of Weber
Shandwick, the Baltimore adver-
tising and public relations firm
that BGE hired to produce the
campaign. O’Keefe said that Ben-
nett immediately came to mind
for the commercials because she
could relate to the average con-
sumer — and her bubbly person-
ality helped.

Like many women, Bennett
used to turn to her husband
when things broke down in the
house. When the marriage fell
apart after 23 years, that was no
longer an option.

“In this society, we create roles
for men and women,” Bennett
said. “That was his role. He was
the fix-it man.”

Fixing the garbage disposal was a
turning point for Bennett. The

next day, she went on a shopping
spree at Sears. She bought a ham-
mer, a power drill, screwdrivers
and a chainsaw to cut down an ir-
ritating apple tree in the backyard.

“It liberated me,” Bennett said.
Over the years, she would learn
other home improvement skills
through trial and error and be-
friending people working in the
field. When she couldn’t figure out
why she kept collecting mold in
the basement, she called a home
renovator a friend recommended.
The man, whose name was Handy,
looked immediately at her gutters,
which had never been cleaned,
and knew what the problem was.
They found a bird’s nest and a
dead squirrel amid the debris.
Handy eventually went on to show
Bennett other home improvement
techniques.

As her skills were improving, she
was developing a second career.
Bennett chronicled her experi-
ences in a column for The Washing-
ton Times. She is also a former re-
porter for The Sun and occasional-
ly freelances for its advertising sec-
tions. From 1991 to 1993, she was
the host of a radio show on WBAL
about home improvement.

While at a party in 1996, she
mocked a 30-something man who
said he was writing an autobiog-
raphy. She joked to those in at-
tendance that if he had enough
life experience to write a book, so
could she. Someone took her seri-
ously, and a literary agent called
her the next day.

In 1997, she released her first
book, Renovating Woman: A
Guide to Home Repair Mainte-
nance and Real Men. Last spring,

she launched Renovating Woman:
The Do-It Herself Magazine.

Martha Stewart is widely known
for dispensing home decorating
tips, but advice in home mainte-
nance has been more the realm
of male celebrities, such as Bob
Vila and Ty Pennington, the
hunky carpenter on ABC-TV’s Ex-
treme Makeover: Home Edition.

In the BGE commercials, which
began airing before last month’s
Winter Olympics telecasts, Ben-
nett is the woman with the bright
smile and fluffy, salt-and-pepper-
curls that frame her face. In one
spot, she teaches a couple to clean
the dust from beneath the refrig-
erator so it will operate more effi-
ciently. In another, she gives tips
such as keeping the thermostat
low in the winter, shutting the
chimney flue when not in use
and opening the drapes during
the day to take advantage of heat
from the sun.

Just the other day, someone
yelled “Hey, Allegra,” from a car
window. Bennett, who now lives in
a Mount Vernon condo that she is
renovating, thought it was some-
one she knew, but realized it was
somebody who recognized her
from the commercials. Those who
do generally are quicker to ask
about her distinct hairstyle than
about saving energy. “If it gets
people’s attention, that’s fine, as
long as when they wash their own
hair they don’t stay in the shower
too long or have the temperature
too high,” she says.
.......................
andrea.walker@baltsun.com

VISICU [From Page 1D]

The Visicu system uses cam-
eras, microphones and moni-
tors that track patients’ vital
signs to allow a doctor to over-
see several intensive-care units
at once. In general, the system
has been purchased by large
hospital systems, which can ex-
tend the reach of their intensiv-
ists by using remote monitoring
at night to supplement bedside
care during the day.

Research sponsored by Visicu
found that the extra layer of
monitoring reduced mortality
rates and costs of care by about
25 percent, compared with
rates at the same hospitals be-
fore they used the Visicu sys-
tem.

It now has 29 monitoring cen-
ters serving 192 ICUs, with 2,460
beds, in 106 hospitals.

Despite the rapid growth, the
company faces threats from
two legal challenges to its pat-
ent, and from large data compa-
nies that offer potential compe-
tition, according to the filing.

Visicu said in the amended
prospectus that it would use the
proceeds of the offering to ex-
pand sales efforts — it has a
sales force of 10 currently —
and for more research and de-
velopment. That might allow
the company to modify its sys-
tem to serve other parts of hos-
pitals, such as emergency
rooms, and to seek internation-
al customers.

So far, it estimates, it has con-
tracts for systems covering
about 5 percent of its potential
ICU market in the United
States.

Early investors include Ster-
ling Partners, a Baltimore pri-
vate equity firm, and the Abell
Foundation. After the IPO, Ster-
ling will have about a 12 per-
cent stake in Visicu, while Abell
will own 4.1 percent. Sterling
was co-founded by two local en-
trepreneurs, Eric Becker, who
was a founder of LifeCard Inter-
national, and Michael Bronfein,
a co-founder and former chair-
man and chief executive officer
of NeighborCare, a pharmacy
company.

Cardinal Health Partners, a
ve n t u r e c a p i t a l f i r m i n
Princeton, N.J., will also own
about 12 percent. Three other
venture capital firms will have,
put together, a 25 percent stake.

Founders Breslow and Rosen-
feld will each own about 3.5
percent. Frank Sample, the
chief executive who joined the
company in 2001, will have a 4.8
percent stake.

The company has 99 employ-
ees, most in its headquarters on
East Redwood Street in down-
town Baltimore.

Underwriters for the offering
are Morgan Stanley & Co. Inc.,
Wachovia Capital Markets LLC,
Thomas Weisel Partners LLC
and William Blair & Co. LLC.
.......................
bill.salganik@baltsun.com

Allegra Bennett, who learned home improvement skills through
trial and error, is the centerpiece of BGE’s latest ad campaign.

Deregulation deck stacked against Maryland ratepayers Sinclair pares news operations
HANCOCK [From Page 1D]

The transaction — basically a pa-
per shuffle — morphed what
should have been benefits for
households into profits for Constel-
lation and bonuses for its bosses.

The generation plants changed
hands on another fateful July 1 —
July 1, 2000. One day they were
owned by the heavily regulated
BGE. The next day they were
owned by Constellation, which
could then peddle their mega-
watts to anybody and eventually
force BGE and ratepayers to bid
for juice in the open market.

Of course, you’re saying, Con-
stellation must have paid BGE
ratepayers a fair price for those
valuable facilities.

When Potomac Electric Power
Co. sold its generation plants to
Mirant Corp. in 2000, the resulting
$424 million capital gain paid for,
among other things, basically sev-
en weeks of free electricity for
Pepco customers in Maryland.

BGE customers, alas, got no such
gain. For some reason Constella-
tion got to take over BGE’s plants
at book value. No cash changed
hands. No premium was paid. No
gains flowed back to customers.

In fact, it was just the opposite.
You, the electricity customers,
paid Constellation to take the
valuable plants off BGE’s hands!

Like other power companies,
Constellation argued that the
plants would become uncompeti-
tive after deregulation and that
electricity customers should com-
pensate them, essentially helping
to pay the facilities’ mortgages.

The result was the “stranded-
cost” charge, added to every bill
you paid for the last six years. The
charge, which disappears after
June, has put an extra half-billion
dollars in Constellation’s pocket.

Of course the plants didn’t be-
come uncompetitive. They soared
in value like Google stock. As ris-
ing gas and oil prices have driven
up the market price for mega-
watts, efficient coal and nuclear

plants have become gold mines.
The most striking example is the

Calvert Cliffs nuclear generation
plant, which Constellation put on
its books in 2000 for $1 billion.
Last fall Calvert Cliffs was worth
between $2.6 billion and $4.3 bil-
lion, according to consultant
Global Energy Decisions, which
calculates “blue book” values for
generation assets.

And don’t forget that most of
the half-billion-dollar stranded-
cost bailout that Constellation col-
lected was linked to Calvert Cliffs,
so its cost basis for the plant is ac-
tually even lower than $1 billion.

That’s a ton of money ratepay-
ers left on the table.

No wonder Constellation’s prof-
it went up 45 percent last quarter.
No wonder Constellation bosses
are seeing millions of dollars in
stock option gains.

To be fair, there are several
things to be said on Constella-
tion’s behalf.

Along with the 2000 transfer of
the generation plants came a 6.5
percent rate cut for BGE custom-
ers, which lasts until July 1. Even
so, Pepco customers in Maryland
got the same rate cut — plus free
kilowatts from the sale of Pepco’s
generation plants. The 6.5 per-
cent rate cut should have been
just a start.

Another valid point Constella-
tion will make is that capital in-
vestment by current sharehold-
ers and management-driven effi-
ciencies are key reasons for the
huge jump in its plants’ value.

Across the country, new opera-
tors “have really turned around
what had been relatively medio-
cre performance among nuclear
plants in the past,” says Gary
Hunt, president of Global Energy
Advisors, a Global Energy Deci-
sions affiliate.

No doubt. But that doesn’t ex-
plain all of the gains made by Con-
stellation. And it doesn’t change

the fact that ratepayers got a deal
that amounted to having to pay
down the mortgage but not being
able to benefit when the property
doubled or quadrupled in value.

Stranded cost? I call it a strand-
ed rate cut for BGE customers.

Come on, Constellation. Give
back the half-billion — as legisla-
tors have begun discussing — to
soften the 72 percent rate shock.
And admit that deregulation has
worked a lot better for you guys
than us.
.......................
jay.hancock@baltsun,com

SINCLAIR [From Page 1D]

Sinclair announced yesterday
that the station will now air a
newscast produced by competi-
tor KVBC-TV (NBC 3).

Some applauded the retrench-
ment of the News Central for-
mat, which had been criticized
as shrinking the number of
voices reporting the news.

“I’m pleased the News Central
model didn’t work,” Deborah
Vance, an assistant professor of
communication at McDaniel

College, wrote in an e-mail.
“Conglomerates have been cut-
ting costs in their news delivery
here and there, and viewers are
the ones that suffer because
there are fewer and fewer local
reporters covering local sto-
ries.”

“People should know what’s
going on in their community,
and content should not be com-
posed of filler and imported
weather reports,” Vance said.
.......................
andrea.walker@baltsun.com

The T. Rowe Price Prime Reserve Fund

offers investors high income potential while

still being carefully managed for risk. The 

fund invests primarily in money market 

securities that have received the highest credit ratings. The short-term maturity and high credit

quality of these obligations can provide stability of principal, while you earn potentially higher

yields than competitive money market fund accounts. Past performance cannot guarantee future

results. Yield will vary.

The T. Rowe Price Prime Reserve Fund has no loads, sales fees, or commissions. And when you

consider that the fund’s expense ratio is 27% lower than the average money market fund, your

investment goes even further.**

Request a prospectus or a briefer profile; each includes investment objectives, risks, fees, expenses, and other

information that you should read and consider carefully before investing. 

Call our Investment Guidance Specialists or visit our Web site today to put T. Rowe Price’s 

experienced, disciplined approach to work for your Money Market Fund.

Unlike bank money market accounts, an investment in the fund is not insured or guaranteed
by the FDIC or any other government agency. Although the fund seeks to preserve the value
of your investment at $1.00 per share, it is possible to lose money by investing in the fund.
*Yield represents the average daily dividends for the seven days, annualized by 365 days and divided by the net asset values per share at the end of the
period. **The fund‘s total expense ratio is 27% lower than the Lipper Money Market Funds Average for individual investor funds (0.62% for the fund
versus 0.84% for the category average) based on the fiscal year-end data available as of 12/31/05. (Source for data: Lipper Inc.) 
T. Rowe Price Investment Services, Inc., Distributor. PRF073452
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High income potential
with carefully managed risk.
Consider a Money Market Fund from T. Rowe Price.

7-day yield as of 2/21/06*

T. Rowe Price Prime Reserve Fund: 3.92%
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Www.firstamericanfunding.com

Fixed Rate 30 Yrs
APR6.25*

FIRST MTG

APR6.25*

HOME EQUITY

5.99%
Fixed Rate to 10YRS

HOME EQUITYHOME EQUITY

5.49%APR
LINE OF CREDIT

No Closing Cost

6.74%APR
No Closing Costs*
Fixed Rate to 20yrs

FIRST AMERICAN FUNDING, INC.

410-661-7000  800-366-7684

 “King of No closing costs Loans”

Great Rates! Quick Approvals!! Excellent Service!!!

**6.125%

*Some restrictions may apply, call for free payment quote..  

EQUAL HOUSING
LENDER

Rates subject to change, property insurance required..
**Fixed for 6 mos then prime -.50, Min Adv $25K Max APR18%
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T R E N D S

HISPANIC
BUSINESSES
BOOM
The number of Hispanic-
owned businesses is
growing faster in Mary-
land than in the nation as a
whole, according to cen-
sus data.
>>>> PG 2D

H I G H C O U R T

CLASS
ACTIONS
CURBED
The Supreme Court ruled
in favor of limiting class
action lawsuits filed by in-
vestors who allege that
they were misled into
holding on to risky stocks
that they otherwise would
have sold.
>>>> PG 2D

Look past BGE — to its parent Spice
maker
cutting
HQ staffD EAR GENERAL AS-

sembly and Gover-
nor Ehrlich:

Great job getting Balti-
more Gas and Electric
bosses to discuss lowering
their 72 percent electric
rate increase set for July 1.

But with all due respect,
even now the BGE guys

seem to be blowing smoke
down your chimney.

They talk about reducing
the rate increase by making
BGE pay the difference
from its own pocket, as if
that were the only way to
do it.

They correctly note the
danger of cutting BGE’s rev-
enue when the utility has
contracted to buy whole-
sale electricity at very high
cost. They trot out Califor-
nia, where the government
froze household electricity
rates as wholesale costs
rocketed, bankrupting Pa-
cific Gas and Electric.

“ ‘You’re going to bank-
rupt BGE.’ That’s their is-
sue,” notes Sen. Leo E.
Green, a Prince George’s
County Democrat and a

major kink in BGE’s cord.
Hello! Bankrupting BGE is

not the only choice.
There are other sources of

money to soften a rate
boost, including one with a
fat wallet known very well
to the BGE folks. If legisla-
tors don’t look beyond the
utility, they’ll limit relief for
ratepayers and set them-
selves up for blame when
BGE gets in trouble.

BGE acts like a corporate
orphan, a lost waif in a bad
neighborhood. Legislated
rate caps would have “disas-
trous consequences” for
BGE and Maryland, says a
PowerPoint thriller shown
to the Senate Finance Com-
mittee last week by compa-
ny President Ken DeFontes.

How?

“BGE forced to borrow
huge sums of money,” the
slides predict. Ability to fix
storm damage “severely
compromised.” Spending
on power-line maintenance
“curtailed as liquidity prob-
lems grow.” And “reduced
philanthropic and charita-
ble contributions.”

Give me a break.
DeFontes works for a per-

son named Mayo Shattuck.
Shattuck runs a company
called Constellation Energy.
Constellation owns 100 per-
cent of BGE, has $800 mil-
lion in cash and a BBB bond
rating, has pulled millions
in “stranded cost” money
out of BGE and could put
money back to ameliorate
rate shock.
[Please see HANCOCK, 6D]

McCormick plans buyout
of unknown number;
profit falls 60% in fiscal 1Q

Coming up a winner
despite getting fired

by Allison Connolly

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Work force reductions are hitting home at McCor-
mick & Co. Inc.

The world’s largest spice maker is offering employ-
ees at its Sparks headquarters voluntary buyouts as
part of an continuing restructuring plan to shrink
its worldwide work force by up to 1,000, Robert J.
Lawless, McCormick chairman, president and chief
executive, said yesterday.

Lawless declined to say how many of McCormick’s
175 headquarters employees are eligible for the buy-
out packages or how many jobs the company is tar-
geting locally, but he said the separations should be
completed by the end of the third quarter.

In addition, some sales as well as technical jobs in
Hunt Valley will be lost as the company rolls out a
new computer system, he said.

McCormick employs 2,300 in Maryland, including
production and distribution workers, and 8,000
worldwide.

Lawless’ comments came in an interview after the
company, which has been struggling to rebound
from a difficult year, announced better-than-expect-
ed fiscal first-quarter results, thanks to cost-savings
measures and better margins on vanilla beans.

While profits were dragged down by restructuring
costs and new rules that require the company to ex-
pense stock options, Lawless said yesterday, the belt-
tightening plan announced last fall is paying off. Ex-
cluding those charges, McCormick beat the esti-
mates of a consensus of analysts by 3 cents a share.

“It’s fulfilling for our team here that what we said
in 2005 … is bearing fruit,” Lawless said in a confer-
ence call with analysts.

For the three months that ended Feb. 28, the com-
pany reported that net income fell 60 percent to
$14.4 million on revenue of $609.7 million.
[Please see MCCORMICK, 6D]

Integral
pacts
called
at risk
Satellite services
firm faces lawsuit

by Stacey Hirsh

. . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

One of the largest sharehold-
ers of Lanham-based Integral
Systems Inc. said yesterday
that Howard County indict-
ments facing the company’s
chief executive and concerns
about the firm’s board of di-
rectors could jeopardize the
government contracts that are
currently the satellite system
provider’s lifeblood.

Mickey Harley, chief execu-
tive officer and chief invest-
ment officer of Mellon HBV Al-
ternative Strategies LLC, also
said in a telephone interview
with The Sun that he would
take the company to court if
Integral didn’t meet his end-
of-the-month deadline for hir-
ing an investment banker to
sell the firm.

“If they don’t hire the appro-
priate investment banker by
the end of the month, they are
in for a fight,” Harley said.

The company declined to
comment yesterday, according
to spokeswoman Tory Walker.
The company said in a Securi-
ties and Exchange Commis-
sion filing last year that Chief
Executive Officer Steven R.
Chamberlain maintains his in-
nocence and will fight the
charges. He was indicted last
month on charges of sexual
misc onduct involving a
14-year-old girl at his Colum-
bia home.

Harley’s comments followed
a letter he sent last week to
Chamberlain demanding that
the company begin the proc-
ess of putting itself up for sale.
The letter, which was filed
with the SEC, accused Integral
Systems of entrenching its cur-
rent board and disenfranchis-
ing shareholders.

But Harley added yesterday
that Chamberlain’s personal
and legal troubles could also
prove problematic for the
company. Chamberlain has
continued to run Integral Sys-
tems despite the two felony
charges.

“If you’re a competitor of
Integral … and you know
what’s going on at Integral,
why wouldn’t you call up
general so-and-so and say, ‘By
the way, before you award
this contract, are you aware
that you’re going to award it
to an alleged child molester?’
That just doesn’t work, and
that concerns us,” Harley
said.

Mellon HBV Alternative Strat-
egies is one of Integral Systems’
two largest shareholders, with
about 1.29 million shares, or
nearly 12 percent of the com-
pany.
[Please see INTEGRAL, 3D]

U.S. backs rules
on security at
chemical plants

Matt Leebel (left) and Reanna Tarleton, who was a co-
winner of Towson University’s “The Associate” busi-
ness competition, now work for Hale Properties.
P H O T O S B Y J O H N M A K E LY [ S U N P H O T O G R A P H E R ]

Steve Kruskamp Jr. was fired by Ed Hale and Amanda
Knott (right) was a co-winner of the university contest.
Both now are working at First Mariner Bank.

Administration’s stance reflects
shift on a policy it once opposed

[ n e w y o r k t i m e s n e w s s e r v i c e ]

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

WASHINGTON // The nation must move rapidly to
bolster protection of its chemical plants against a
terrorist attack, Homeland Security Secretary Mi-
chael Chertoff said yesterday, urging Congress to
adopt regulations that the industry has already
largely endorsed.

The remarks by Chertoff, in a speech before indus-
try leaders, were the latest chapter in an unusual
turnabout by the Bush admin-
istration. It is now lobbying for
regulations that senior admin-
istration officials worked pri-
vately to block shortly after the
2001 attacks, saying then that
voluntary measures would be
sufficient.

Officials of the Homeland Se-
curity Department began indi-
cating last year that they
would support a move by Re-
publican Sen. Susan Collins of
Maine and Democratic Sen. Jo-
seph I. Lieberman of Connecticut, to draft such reg-
ulations.

With a bill now pending before Congress, Chertoff
laid out yesterday the provisions the administration
was willing to endorse and those it would resist. His
speech drew immediate praise from Collins and
leaders of the industry, but criticism from environ-
mentalists and some lawmakers, who said the regu-
lations would not go nearly far enough.

All parties seem to agree that the nation’s 15,000
chemical plants and other industrial facilities that
use or store significant quantities of dangerous
chemicals should be required to prepare security
plans and then follow up with steps like fencing,
cameras and identification cards to control access.

Federal legislation is necessary, Chertoff said this
week, because of what he called “free riders,” mean-
ing smaller plants that have not honored voluntary
security standards the chemical industry adopted
after the 2001 attacks.
[Please see CHEMICAL, 6D]

Students competing in Towson University’s adaptation
of ‘The Apprentice’ show learn the value of networking

by Hanah Cho

. . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

As Steve Kruskamp Jr. can tell you,
getting fired is not the end of the line.

Even though he was the second con-
testant booted last year from Towson
University’s knockoff of The Appren-
tice, Kruskamp got another chance.

First Mariner Bank Chairman Ed-
win F. Hale Sr., playing the Donald
Trump role in the campus contest
without the cameras, was so im-
pressed with Kruskamp that the Bal-
timore executive rehired him.

Unlike the cutthroat competition
featured on the television show, the
university’s production showed that
winning may not be everything in
the business world. If anything, net-
working is just as important. And as

the second season of the grueling
two-month competition is under
way at Towson, graduates like Krus-
kamp said it proves that Baltimore’s
business community is a small
world.

“Network, network, network,” says
Kruskamp, who snagged a job as an
e-commerce marketing manager at

First Mariner.
“More so, try to position yourself as

much as possible. Repeatedly get in
front of the movers and shakers, so
people start remembering you,”
Kruskamp says.

Instead of competing for a six-fig-
ure job with Trump, eight contest-
ants from this year’s Towson compe-
tition are vying for something a little
more modest. The winner will get a
full-time gig at Bank of America
with a salary that’s closer to $30,000
to $40,000.

Like the television reality show, the
Towson competition — which is sep-
arate from the business school’s cur-
riculum — pits two teams against
each other in a series of business as-
signments. One member of the los-
ing team is fired.
[Please see APPRENTICE, 6D]

CO-WINNER
REANNA
TARLETON
“USE YOUR
CONNECTIONS AND
BUILD THOSE
BRIDGES.”

CHERTOFF

Governor announces
State Center makeover

Gov. Robert L. Ehrlich Jr., accompanied
by Rep. Elijah E. Cummings, announces
the $800 million project to transform the
State Center office complex in Baltimore
into offices, shops, housing and a hotel.A L G E R I N A P E R N A [ S U N P H O T O G R A P H E R ]
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FROM THE COVER

Students learn networking trumps being fired
APPRENTICE [From Page 1D]

Trump’s contest, airing on
prime-time television and in its
fifth season, starts with 18 con-
testants and features different
themes and business tasks for
big-name companies such as
Mattel, Post Cereals and Sam’s
Club. The current episodes show-
case international candidates.

In the Towson contest — called
“The Associate” — students this
year are trying to woo Frank
Bramble, the longtime Baltimore
banker who served as chairman
of Allfirst Financial Inc. and was
chief executive of Maryland Na-
tional parent MNC Financial.
Bramble, now a Bank of America
board member, is playing the
part of the New York real estate
mogul. Already, he has uttered
the dreaded two words —
“You’re fired” — to two students.

The contestants are on spring
break this week and return
Tuesday to receive their next as-

signment.
When the competition wraps

up April 25, Bramble plans to
hire one person, which is not to
say that it has been easy to fire
others, he said.

“They are all very talented,”
said Bramble, predicting that the
fired contestants will not have a
difficult time finding jobs. “The
intent is to have one winner,
and I think that’s where we will
end up.”

A strange thing happened after
the curtain fell on last year’s
contest. Besides Kruskamp, Hale
hired three others, including an-
other fired contestant and the
two winners.

As the boss to nearly 830 work-
ers at the bank, Hale Properties
and the Baltimore Blast profes-
sional soccer team, Hale said
“firing people is a way of life.”
But Hale, too, wrestled with the
task during the competition be-
cause he was awed by the stu-
dents’ work ethics and abilities.

“After a week or two, I would
have hired all eight [contest-
ants],” Hale said. “I’m not exag-
gerating.

S ince its debut in 2004,
Trump’s hit reality show has be-
come fodder for water cooler
talk in corporate offices and has
been used as a teaching tool at
business schools across the coun-
try.

When Laleh Malek, director of
professional experience at Tow-
son’s College of Business and
Economics, first pitched the idea
of replicating The Apprentice, she
had three goals in mind. Besides a
job offer, Malek wanted to provide
networking opportunities and
show students that their class-
room knowledge can be applied
in the real business world.

Last year’s competition also in-
cluded eight seniors from Tow-
son’s College of Business and Eco-
nomics who each took on 20 to 30
hours of extra work outside the
classroom. They received no cred-

it.
Malek said outcomes from that

competition far exceeded any-
thing she had imagined.

“In having Mr. Hale offer four of
them jobs in the company, that
wasn’t part of the deal,” Malek
said. “But it turned out to be a
great part of the deal.”

Kruskamp, 25, of Westminster
entered the contest to win. But
when he got axed because his
team miscalculated a project’s fig-
ures, overstating them by
$140,000, he took the fall as the
team leader. In spite of the bad
fortune, Kruskamp stayed moti-
vated.

“The funny thing was, even
though I was fired, I didn’t
stopped doing stuff,” Kruskamp
said. “I continued to help out my
team. I was still talking to them.”

The other fired contestant, Matt
Leebel, kept up his new contacts
by staying connected with Dennis
Finnegan, executive vice president
at First Mariner Bank, who was

Hale’s right-hand man during
boardroom deliberations — when
executives decided who to fire.

When an opening came up in the
bank, Hale said he thought of
Leebel, who’s now a facilities oper-
ations manager there. “I would al-
ways talk to [Finnegan], trying to
network,” said Leebel, 23, of Upper
Marlboro. “He always would say,
‘Keep your options open.’ ”

For Amanda Knott and Reanna
Tarleton, the comp etit ion
couldn’t have turned out better.
Not only did they win, their com-
petitors-turned-friends also got
jobs at the bank.

Knott, 23, of White Marsh, is a
marketing director for the bank’s
financial services division. She
and Kruskamp went through the
bank’s management training pro-
gram together.

“Steve and I started out in the
same position. Somebody looking
in would think it’s competitive,”
Knott said. “I already went
through the competition, and I al-

ready won. I didn’t feel like I had
to prove myself. I wish everyone
was here.”

Instead of taking a job with the
bank, Tarleton, 24, of Baltimore,
took a job at Hale Properties. She,
too, wished Hale could have hired
all of last year’s contestants.

Win or lose, Tarleton offers this
advice: “Every case is an opportu-
nity to meet someone in the busi-
ness world and network. Even if
you don’t get all the way through,
Steve was out in the second
round, and he’s working for Ed.
Use your connections and build
those bridges.”

Hale and his associates said the
companies have come away with
a new pipeline of talent at the col-
lege.

“We have bright young people
graduating with experience,”
Finnegan said. “It’s important
that we keep that talent in Balti-
more.”
.......................
hanah.cho@baltsun.com

U.S. backs chemical plant rules McCormick to offer buyouts
CHEMICAL [From Page 1D]

In his speech at a forum spon-
sored by George Washington Uni-
versity and the American Chemis-
try Council, a trade group, he said
the regulations should be most
stringent for plants that, because
of the amount and danger of their
chemical stockpiles or their prox-
imity to urban areas, pose the
greatest risks.

But he said the nation should
have uniform standards, strongly
implying that states should not
be allowed to adopt their own
rules, as New Jersey did late last
year, particularly if those rules
were more stringent.

He also said private-sector “third

party” inspectors could check on
compliance, similar to the way ac-
countants certify corporate finan-
cial compliance for the govern-
ment.

And while industrial plants that
use dangerous chemicals should
voluntarily consider switching to
less dangerous alternatives, such
moves should not be required,
Chertoff said, in a nod to the bur-
den on industry that those
changes could entail.

Collins welcomed the secre-
tary’s support and said she, too,
was eager to pass legislation.

“I am very pleased that this ad-
ministration has recognized the
importance of enacting chemical
security legislation this year,” she

said in a statement.
Timothy J. Scott, chief security

officer at Dow Chemical Co.,
speaking as one member of an in-
dustry panel after the event, said,
“What we’re doing at Dow falls
very much in line with what the
secretary was talking about.”

But Andy Igrejas, a program di-
rector at the National Environ-
mental Trust, which is frequently
critical of the administration’s en-
vironmental policies, said of the
speech: “It was lame. It reflects
pandering to the industry. And it
means this could end up being
more of a paperwork exercise in-
stead of something that really
protects people.”

MCCORMICK [From Page 1D]

That compares with net in-
come of $36 million on revenue
of $603.6 million in the fiscal
first quarter last year. Earnings
per share were 11 cents, down
from 26 cents for the quarter
last year.

Restructuring charges were
$33 million, or 17 cents a share,
while stock-based compensation
expenses, which the company
did not have to report last year,
reduced profit by $9 million, or 4
cents a share.

If it weren’t for those charges,
McCormick would have report-
ed earnings of 27 cents a share,
Lawless said, beating the 24
cents a share that a Thomson Fi-
nancial survey of analysts had
predicted. Improved sales and
profit margins added 6 cents a
share to first-quarter earnings.

The company is turning a cor-
ner and last year’s challenges ap-
pear to be behind it, analyst
George I. Askew, of Stifel, Nico-
laus & Co. Inc. of Baltimore,
wrote in a report after yester-
day’s conference call.

“Investors are regaining confi-
dence in McCormick’s business
franchise and management
team, and the shares will reflect
the rebounding performance
and credibility,” Askew said.

The company is in the midst of
its restructuring plan, which it
expects to save $50 million by

2008, including $10 million this
year.

Over the past two months, the
company announced the clos-
ings of four manufacturing
plants — two in the United
States, one in Belgium and one
in Sydney, Australia. Lawless
said yesterday that McCormick
also will close a small plant in
Finland, but unlike the other clo-
sures, production will not be
transferred to other plants.

In addition, the company
plans to reduce its base of
smaller customers — those with
orders of $25,000 or less a year —
by 25 percent.

McCormick also is recovering
from a bad bet on vanilla prices
that had pinched its earnings in
the first fiscal quarter in 2005.
The company had stockpiled
beans in 2003, anticipating soar-
ing vanilla prices would rise
even higher. Instead they fell.

Now vanilla prices have nor-
malized, contributing nearly
half the 1.5 percent gross profit
margin reported in the first
quarter, McCormick Chief Finan-
cial Officer Francis A. Contino
said yesterday.

To boost consumer sales, the
company spent $3 million on
getting better positions for its
products on store shelves in the
United States. In Europe, the
company pumped more money
into advertising, which ac-
counted for improved sales of its

Ducros brand in France.
To continue that momentum,

the company will unveil new la-
bels and flip-top caps in the sec-
ond and third quarters, and will
also introduce new products
such as finishing sauces and
ready-to-serve rice.

Lawless said the company’s Za-
tarain’s line of New Orleans-
style packaged foods and spices
has been well received by dis-
tributors across the country,
though sales in its home base of
Louisiana have yet to recover
from Hurricane Katrina.

Analyst R. Bentley Offutt said
first-quarter results and the over-
all tenor of the conference call
was better than he expected.

“I was impressed by the feeling
that the company had made sig-
nificant progress in implement-
ing the strategy to not only con-
solidate its facilities in the next
year but also improving their
packaging of consumer prod-
ucts,” said Offutt, who does not
own any shares in McCormick
and follows it for the institution-
al research firm Offutt Securities
Inc. in Cockeysville. “It’s not go-
ing to be a bad year after all.”

For 2006, Lawless issued earn-
ings guidance of $1.21 to $1.24 a
share, which includes charges of
42 cents a share that are related
to the restructuring and stock-
based compensation.
.......................
allison.connolloy@baltsun.com

Look to BGE parent to ease pain over rates
HANCOCK [From Page 1D]

But BGE folks essentially say
Constellation is “from another
planet, and we haven’t visited
that planet,” says Del. Patrick L.
McDonough, a Republican from
Baltimore and Harford counties
who wants to block Constella-
tion’s pending merger with Flori-
da’s FPL Group.

It’s time for some interstellar
travel. DeFontes is an important
person, but haggling over electric
rates with him in this situation is
like negotiating a nuclear treaty
with the mayor of Moscow.

Even Governor Ehrlich seems to
be swayed by BGE’s arguments,
cautioning The Sun on Monday
that any deal must help ratepayers
but also ensure BGE’s financial
health and protect “this very im-
portant company.” That will be
easy to do — with Shattuck’s and
Constellation’s help. As noted in
this space previously, Constellation
took over BGE’s profitable and
valuable electricity plants in 2000
for a sweetheart price.

Constellation collected an addi-

tional $528 million in “stranded
cost” from BGE commercial and
residential ratepayers after argu-
ing — incorrectly, it turned out —
that the plants would drop in val-
ue. For some reason BGE custom-
ers also had to pay about $100 mil-
lion to a trust fund in recent years
to cover decommissioning costs for
Constellation’s highly profitable
Calvert Cliffs nuclear plant, even
though the expense won’t be in-
curred until the 2030s.

We don’t know for sure yet, but
Constellation is probably one of
the suppliers charging BGE high
wholesale prices that caused the
looming 72 percent rate increase
in the first place.

Constellation and its bosses
have benefited handsomely from
BGE over the years, most notably
in 2001, when they reversed a
plan to spin BGE off as a separate
company because stumbling Con-
stellation needed revenue from
the faithful ratepayers.

Now it’s time to give something

back. Constellation is booking
record profits and is in a decent
position to compensate BGE if the
utility charges less than a 72 per-
cent increase this summer. The leg-
islature, which is threatening to in-
terfere with the FPL merger, is in a
good position to get it to agree.

It won’t be pretty. It will evoke
mutters of confiscation from Con-
stellation bosses. But it will be a lot
prettier than if BGE — or ratepay-
ers — get stuck with the cost.
.......................
jay.hancock@baltsun.com

1-800-CAR-LOAN
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NATIONWIDE AUTO WORLD • “It’s Worth Your Drive to Nationwide!”
*All finance offers on approved credit through dealer lender.

If you a Have a Job...Have $88 Down*...
You Have a Car!

Young Buyers, 1st Time Buyers, Bankruptcies, Divorce...
IT DOESN’T MATTER! Call our Toll Free Credit Hotine... 
and it’s Available 24-Hours a Day, 7 Days a Week...CALL NOW! 

It’s
Your LuckyDay! 
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Www.firstamericanfunding.com

Fixed Rate 30 Yrs 
APR6.125*

First Mtg

 APR6.125*

Home Equity

5.875%

Fixed Rate 20YRS

First MtgHome Equity

5.49%APR
Line of Credit

No Closing Cost

6.74%APR
No Closing Costs*
Fixed Rate to 20yrs

FIRST AMERICAN FUNDING, INC.

410-661-7000 800-366-7684

 “King of No closing costs  Loans”

Great Rates! Quick Approvals!! Excellent Service!!!

**6.00%

*Some restrictions may apply, call for free payment quote..

EQUAL HOUSING
LENDER

Rates subject to change, property insurance required.. 
**Fixed for 6 mos then prime -.50, Min Adv $25K Max APR18%

A diploma is just a piece of paper.
A Loyola diploma is a key. In Maryland,
employers know the value of a Loyola
MBA. In fact, many of them are
Loyola MBAs themselves.

Accredited since 1988 by
AACSB International

For more information please call

410.617.5067, e-mail us at mba@loyola.edu 

or visit us online at www.loyola.edu/graduate.

THE LOYOLAMBA
P R A C T I C A L K N O W L E D G E . P R O V E N E X P E R I E N C E .

The Loyola MBA.

Some diplomas

hang on the wall.

Ours opens doors.

Evening MBA
MBA Fellows
Executive MBA
Master of Science
in Finance

Information Sessions:
Columbia Campus
8890 McGaw Rd.
Friday, March 24
5:30 – 7:00 p.m.
Saturday, April 8
10:30 a.m. – Noon

Timonium Campus
2034 Greenspring Dr.
Saturday, March 25
10:30 a.m. – Noon
Friday, April 7
5:30 – 7:00 p.m.
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Every Friday in Movies Today, you’ll find 

a wealth of information on all the new

releases — movie reviews, critics’

picks, a Hollywood “buzz” column and

interviews with actors and directors.

Plus box office stats, a current movie

digest and calendar of local film festi-

vals and events. You’ll give this section

4 stars. Just reach for The Sun.

Light For All. Something for everyone.

[movies today]
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JJuullyy  11999999:: British-based Peninsular &
Oriental Steam Navigation Co. buys New
Jersey-based ITO Corp. to enter several
U.S. ports, including Baltimore. 

NNoovveemmbbeerr  22000055:: Peninsular & Oriental
agrees be acquired by state-owned Dubai
Ports World after bidding war. 

FFeebbrruuaarryy  22000066:: U.S. lawmakers raise fears
about Arab government-owned firm
operating in U.S. ports; company agrees to
new security probe. Opposition comes from
bipartisan coalition including Democratic
Sens. Charles Schumer and Hillary Clinton
of New York and Harry Reid of Nevada, as
well as Republican Reps. Peter T. King of

New York and Duncan Hunter of California
and Susan M. Collins of Maine: President
Bush threatens to veto bills to stop it. 

MMaarrcchh  22000066:: Dubai Ports World closes on
the deal and agrees to shed U.S. assets in
next four to six months amid a House vote to
ban the company from U.S. ports.

UNFOLDING   EVENTS
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Shield BGE
from being
drained by
CEG deal

Facing off over a Bank of Wal-Mart
Retailer’s detractors, small banks decry its bid to open limited operation; critics of banking fees like idea

by Laura Smitherman

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Citizens Tri-County Bank tellers
and managers, riled by the idea
that Wal-Mart Stores Inc. wants to
open a banking operation, started
a letter-writing campaign a few
weeks ago to the Federal Deposit
Insurance Corp.

Wal-Mart has driven small busi-
nesses out of their rural area near
Chattanooga, Tenn., Chief Execu-
tive Officer Glenn Barker ex-
plained, and they fear a similar

fate for community banks like
theirs.

But when Jack Pansegrau in
Palm Springs, Calif., heard about
the dust-up over Wal-Mart in
banking, he sided with the
world’s largest retailer. Maybe the
company that has saved Ameri-
cans “billions and billions” could
drive down fees for use of auto-
mated teller machines and other
bank charges, he wrote.

Such letters have been arriving
since last summer and now num-
ber nearly 2,000 — the largest-
ever response to a bank applica-

tion at the FDIC.
Wal-Mart must secure approval

from the agency and from regula-
tors in Utah to open a limited-
purpose bank in that state, from
where it could provide service na-
tionwide.

The giant retailer has said it
merely wants to process its own
credit and debit transactions, but
opponents fear the company is
setting itself up to expand further
into retail banking.

The debate also has landed in
the Maryland General Assembly,
which made national headlines

this winter as the first state legis-
lature to force Wal-Mart to spend
more on health insurance for its
workers.

Maryland lawmakers recently
introduced legislation that would
prevent the retailer from opening
its own bank branches in stores
in the state. With days left in this
legislative session, however, pros-
pects for the bill’s passage this
year are uncertain.

“There are pros and cons to this
because Wal-Mart does offer low
prices, but I think people feel at
what cost?” said Edna Bonacich, a

professor at the University of Cali-
fornia in Riverside and contribu-
tor to the book, Wal-Mart: The
Face of 21st Century Capitalism.

“So it depends on how they get
into banking,” Bonacich said. “If
they behave as they have, with
ruthless competitive practices,
they’re going to make more ene-
mies.”

Emotions over the normally ar-
cane realm of banking regulation
are running high and reflect the
reasons why Wal-Mart is simulta-
neously reviled and adored.
[Please see WAL-MART, 4D]

T O THE EXTENT THAT
many state legislators
have considered the

looming merger of Constella-
tion Energy with Florida’s FPL
Group, it’s with an eye to hold-
ing the deal hostage to relief
from 72 percent electric-rate
pops for BGE customers.

But the marriage should be
scrutinized — heck, dissected
— for its own sake. In the face
of negligent state regulators
and the weakest federal pro-
tection in decades against fin-
anciers draining utilities, let-
ting the merger sail through
for mere rate relief would be
crazy.

Before it approves the deal,
Maryland needs to put Con-
stellation’s Baltimore Gas and
Electric Co. utility inside a bul-
letproof financial shield such
as the ones Wisconsin and Ore-
gon have installed over their
electric companies.

It’s called “ring-fencing.” It
protects ratepayers from un-
wittingly financing unregulat-
ed investments by a utility and
its holding company or from
having to bail the deals out
when they go bad.

Oregon’s ring fence all but
immunized Portland Gas &
Electric from the bankruptcy
of its former parent, Enron
Corp.

Without such a f irewall
PG&E’s assets might have
been raided to pay people En-
ron cheated and other credi-
tors, resulting in huge expense
for ratepayers or taxpayers.

A better ring fence might
have saved PNM Resources, a
New Mexico energy outfit,
from what news outlets de-
scribe as millions in losses
from a hedge-fund invest-
ment. PNM has reportedly ac-
cused local rival Southwestern
Public Service of unfairly
charging ratepayers for unre-
gulated marketing costs, an-
other ring-fence issue.

A good ring fence might have
kept Kansas’ Westar Energy
from loading up on debt, di-
versifying into a poorly per-
forming home security com-
pany and flirting with bank-
ruptcy.

Now that Congress has
scrapped the Public Utility
Holding Company Act (PUH-
CA), a federal ring fence that
has limited this kind of non-
sense since 1935, states are
worrying whether their own
ring fences are strong enough.

“These state commissions
are pretty much the only re-
maining line of defense,” says
Lee Cullen, a Wisconsin ener-
gy lawyer who helped write
that state’s ring-fence law.

Maryland especially should
worry.

The Constellation/FPL deal,
which PUHCA would have
banned, is one of the first post-
PUHCA electric mergers.
Again we are lab mice in the
deregulation experiment,
which in theory is supposed to
free up competitive capital to
bring efficiencies to ratepay-
ers.

But regulators have done
next to nothing to strengthen
Maryland’s ring fence since
the lapse of federal protec-
tions.

Oh, they’ve looked at it. The
Public Service Commission
studied the matter for more
than a year and last month —
this is amazing — ordered util-
ities to file annual reports on
relations with affiliates.

And that’s about it. No sub-
stantial new restrictions.
Nothing like Oregon and Wis-
consin. The commission’s staff
warned that broad ring fences
might “unduly inhibit” utili-
ties and concluded that fence
holes should be dealt with “on
a case-by-case basis.”
[Please see HANCOCK, 4D]

How early,
or late, to
draw Social
Security

A S BABY BOOMERS
approach retirement
age, many will face a

tough, but critical financial
decision: When to take Social
Security benefits.

For the oldest of baby boom-
ers turning 60 this year, the
full retirement age for bene-
fits is 66.

They can opt to start bene-
fits earlier, beginning at age
62. The trade-off is that
monthly benefit checks will
be lower for life because they
are collecting them for more
years.

Or, they can delay benefits
up to age 70 and get the larg-
est possible monthly bene-
fit.

On average, it’s not sup-
posed to matter. Retirees on
average receive similar life-
time benefits whether they
start taking them early, at full
retirement age or at 70. But
who’s average?

Live longer than average,
say into your late 80s or 90s,
and you would have been bet-
ter off delaying benefits. Go-
ing splat while skydiving at
64, you would have done bet-
ter to have started the checks
at 62.

“It’s a huge gamble for ev-
e r y b o d y, ” s a i d C l a r e
Hushbeck, an AARP econo-
mist.

Once you start drawing ben-
efits, it’s hard to reverse
course. You can withdraw
your application for early
benefits if you change your
mind, but you will have to re-
pay any money received so
far, said Dorothy Clark, a So-
cial Security Administration
spokeswoman.

So as older boomers ap-
proach retirement, they need
to consider a variety of factors
on when best to take Social
Security to maximize their
lifetime benefits. The main
factor — and the most diffi-
cult to know — is how long
they will live.

“It’s a game of life expect-
ancy,” said Mauricio Soto, a
senior research associate
with the Center for Retire-
ment Research at Boston
College.

The case for taking bene-
fits early: If your family’s
health history indicates your
retirement is likely to be a
short one, then it may be wise
to grab benefits while you
can.

Some workers don’t have a
choice because of finances.
The only way to make ends
meet if they retire at 62 is to
take their benefits then.

But sometimes it makes
sense to take benefits as early
as possible if you don’t need
them, said Sam Beardsley, di-
rector of investment taxes at
T. Rowe Price Associates in
Baltimore.
[Please see AMBROSE, 2D]

A tense time
for the port
Dubai deal collapse creates widespread uncertainty
By Meredith Cohn [Sun reporter]

The last time the largest terminal opera-
tor at the port of Baltimore was sold, in
1999, there wasn’t much to the transition.

“They gave us stickers with the new logo
to put on the door,” said Bayard Hogans,
an eight-year veteran of P&O Ports North
America.

He and others thought that when P&O
was sold to Dubai Ports World earlier this
month — in a deal involving P&O’s British
parent company — they would get another
logo for their offices in a small building that
faces the gate at Seagirt Marine Terminal.
But Instead, the port operator is for sale
again.

DP World agreed to sell after a nationwide
uproar about an Arab government-owned

company moving into potentially vulnera-
ble American marine ports. And while the
debate has quieted since the company
agreed to leave the U.S. ports and the focus
in Washington has shifted elsewhere, the
900 longshoremen, their 65 P&O managers
and the directors at the state-owned port
in Baltimore are left to ponder who might
take over and what it will mean for them.

There is no guarantee the incoming
American owner will honor a pledge the
Dubai company made to workers. DP
World has said there is significant interest
in the company but has not identified a
frontrunner. “There is going to be another
buyer, and the commitment is no longer
valid,” F. Brooks Royster III, the top execu-
tive at the port.

[Please see PORT, 2D]
.......................

Garry Konig, a 29-year veteran of the port, checks incoming trucks at the Seagirt Marine Terminal
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Analysts give
H&R Block
mixed rating

by Andrew Leckey

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

WHERE HAVE YOU
gone, Henry W. Bloch?

The co-founder of the
H&R Block Inc. tax preparation
firm for many years helped
Americans make the best of each
tax season with upbeat, personal
television and radio commercials
that made us feel he was in our
corner.

The words “I’m Henry Bloch”
provided the same reassuring
tone that Dave Thomas gave Wen-
dy’s International or Walt Disney
gave to his namesake kingdoms.
Bloch was our friend in the tax
business, if such a thing was possi-
ble.

Bloch, 83, is still around, with
the honorary title of chairman
emeritus, having stepped down
as chairman in 2000. He now gives
his famous name and his money
to a variety of philanthropic
causes.

Under discussion in 2006 is the
behavior of the world’s largest tax
preparation firm (whose name in-
cludes “H” for Henry, “R” for late
brother Richard and their last
name with “k” substituted for
“h”).

First, there is discussion about
performance. Net income fell 69
percent in the most recent quar-
ter, including a sizable charge for
a litigation settlement. In addi-
tion, technical problems with a
new software distribution strate-
gy caused problems early this
year. Some branch offices are be-
ing closed and 600 positions cut.
The company also reduced its
guidance for fiscal year earnings.

Second, there is discussion
about competence. The company
is restating results for fiscal 2004
and 2005 due to miscalculations
that underestimated its state tax
liability by about $32 million.

Third, there are allegations
about an investment it offers.
New York has sued H&R Block, ac-
cusing it of fraudulent marketing
of individual retirement accounts
that it alleges are virtually guar-
anteed to lose money because of a
combination of fees and low in-
terest rates. The company vigor-
ously denies this.

Analyst ratings on the stock are
a mixed bag, according to Thom-
son Financial, consisting of one
“strong buy,” one “buy,” four
“holds,” one “underperform” and
one “sell.” Take your pick.
.......................
Andrew Leckey writes for Tribune
Media Services.

Wal-Mart critics demonstrate in Washington’s Lafayette Park Thursday. Maryland legislators introduced a bill to prohibit any Wal-Mart bank branches.
M A R K W I L S O N [ G E T T Y I M A G E S ]

Mixed emotions on a Bank of Wal-Mart
WAL-MART [From Page 1D]

While the retailer delivers “ev-
ery day low prices” for groceries,
clothes, hardware and other
products, it does so by using its
clout with vendors to secure bet-
ter deals and ends up far under-
cutting competitors, including
mom-and-pop businesses.

As the world’s largest employer,
Wal-Mart also has been criticized
by unions who contend it doesn’t
pay enough in wages and bene-
fits and has shown a pattern of
racial and gender discrimina-
tion.

In Washington Thursday, the is-
sue drew protesters to the White
House holding signs that read,
“Don’t Bank on Wal-Mart.”

Among those opposing a Wal-
Mart bank are 45 members of
Congress who signed a letter say-
ing the company’s entry into
banking would pose too many
risks, including the possibility
that a financial crisis at the com-
pany would wreak havoc on the
nation’s payment system.

Supporters of Wal-Mart’s pro-
posal include the American Fi-
nancial Services Association, a
trade group in Washington that
says the company would bring
more consumer choice and
healthy competition to banking.

Allies and foes will square off at
hearings on the FDIC application
next month in Arlington, Va.,
and Overland Park, Kan.

The FDIC hasn’t set a timetable
for when it would act on the pro-

posal.
Utah regulators, meanwhile,

have told Wal-Mart that it must
address certain concerns before
they will accept its application,
at which time the process for re-
view usually takes three months.

Wal-Mart has tried — unsuc-
cessfully — to get into the bank-
ing business three times since
1999. Separate attempts to buy
an Oklahoma savings bank, part-
ner with a bank in Canada and
buy an industrial loan company
in California were thwarted by
state and federal regulators.

This time is different, Wal-Mart
officials say, because they are
proposing to start an industrial
loan company with a winnowed
business plan that would keep
the company out of traditional
banking services.

The retailer now leases space to
regional and community banks,
primarily in its so-called “super-
centers.” So far, about 1,150
branches have opened, and
agreements have been struck to
open another 250.

Wal-Mart says its industrial
bank would process debit, credit
and electronic check payments,
which is done now by third-party
banks for a fraction of a penny
per transaction. The savings
would be passed on to custom-
ers, the Bentonville, Ark., compa-
ny says, and the amount could
be substantial when multiplied
over the hundreds of millions of
transactions at Wal-Mart stores
each year.

In addition, Wal-Mart wants to
offer certificates of deposits to
nonprofit groups and charities
and to individuals through bro-
kers. CDs are interest-bearing in-
vestments that typically require
money to be deposited for a pe-
riod of years and are subject to
penalty if withdrawn early.

Industrial loan companies have
been around since the turn of
the 20th century and were origi-
nally formed to provide mostly
high-interest loans to industrial
workers who otherwise couldn’t
obtain credit. Only seven states
including Utah grant charters to
open an ILC. They are regulated
by those states and the FDIC, but
not by the Federal Reserve.

According to the FDIC, about 20
ILCs have failed since 1985, com-
pared with more than 2,500
thrifts and other banking enti-
ties. FDIC spokesman David Barr
said the agency reviews ILCs to
ensure that they have enough
capital on hand. “We never want
to see the parent treat a bank
like a piggy bank,” he said.

Unlike Wal-Mart’s lobbying and
advertising blitz against the
health care bill in Maryland, the
company has no plans to weigh
in on the banking bill, because
it’s of “little consequence” con-
sidering the company has said it
would not do what the bill seeks
to prohibit, Wal-Mart spokesman
Marty Heires said.

In the second paragraph of its
60-page application to the FDIC,
Wal-Mart states that it “will not

operate branch offices.”
As for the CDs, Heires calls

them a “relatively minor thing,”
and said few customers would
even know the Wal-Mart bank ex-
ists. “It’s nothing like what many
opponents contend,” he said.

Mike Menzies, for one, doesn’t
believe Wal-Mart. As president
and chief executive officer of Eas-
ton Bank and Trust on Mary-
land’s Eastern Shore, Menzies
said he worries that Wal-Mart,
because of its size and ability to
“price on the nub,” would price
community banks out of busi-
ness and then ignore the smaller
clients banks like his serve.

As for Wal-Mart pledging not to
open bank branches, Menzies re-
called that the retailer once
touted a “Made in the USA” cam-
paign, too, until it gave way to
the cheaper cost of buying prod-
ucts made overseas.

“Imagine how big Wal-Mart
Bank could be in this county, and
imagine what happens when a
company that represents almost
5 percent of the gross domestic
product gets into trouble,” he
said. “Who bails them out? The
answer is the taxpayers.”

Travis B. Plunkett, legislative di-
rector at the Consumer Federa-
tion of America, conjured a more
sinister scenario: “Imagine that
some of companies involved in
the accounting scandals in re-
cent years owned banks,” he
said. “It would not have been just
shareholders and workers
harmed. It would have been all

of us, and on a more mammoth
level.”

Another fear among critics is
that Wal-Mart would expand into
lending and use its sway to con-
vince suppliers such as Procter &
Gamble Co. and Colgate-Palmo-
live Co. to do their banking at the
company. Wal-Mart, however, has
said it’s not interested in lending.
It could do so as an industrial
loan company, but would likely
have to get regulatory approval
for a revised business plan.

Kathleen Murphy, president of
the Maryland Bankers Associa-
tion, said her group is pushing
for legislation in Annapolis to en-
sure that an historical separation
between commerce and banking
is maintained in the state.

“This is not just about Wal-
Mart,” she said. “It’s about any
commercial firm that wants to
challenge that separation.”

About 60 industrial loan com-
panies are in existence, including
the finance arms of vehicle mak-
ers such as Toyota Motor Corp.
and Harley-Davidson Inc.

Perhaps most grating to Wal-
Mart executives may be that the
FDIC approved an application
two years ago from rival Target
Corp., which uses its ILC to offer
credit cards.

Back then, not one comment
letter arrived at the FDIC. The
agency’s decision on Target read:
“No formal objections to this pro-
posal have been filed.”
.......................
laura.smitherman@baltsun.com

CONVENTION
CALENDAR

These events are scheduled at
the Baltimore Convention Center,
Howard and Pratt streets:

TODAY
I N T E R N AT I O N A L T E C H N O L O GY
EDUCATION ASSOCIATION // con-
vention. Estimated attendance:
2,800. Contact number: 703-960-6600

TUESDAY
SYSCO FOOD SERVICES OF BALTI-
MORE // trade show. Estimated at-
tendance: 1,000+. Contact number:
410-799-2478

THURSDAY
MARYLAND HEALTH CARE EDU-
CATION INSTITUTE // meeting. Es-
timated attendance: 300. Contact
number: 410-379-6200 ext. 3316

Maryland should protect BGE from being drained by parent’s deal
HANCOCK [From Page 1D]

My favorite clause in the regs is
this: “A utility shall notify the
Commission within 7 days after
the utility or its affiliate … files
for bankruptcy.”

Have no fear, consumers, the
PSC is right on top of things.

Constellation officials say they
already strictly separate BGE and
its sister companies. No Constel-

lation debt is secured by BGE as-
sets, says spokesman Lawrence
McDonnell. The companies have
separate debt ratings and bonds
and need regulatory approval to
borrow money.

“We do believe that there are
numerous and very adequate
protections,” McDonnell says.

I don’t believe it, especially
since out-of-state owners would
bring a whole new set of risks to

BGE.
A better Maryland ring fence

would include a separate BGE
board of directors, as proposed
by Baltimore Del. Brian K.
McHale.

It would include a whole cup-
board of ingredients such as
those adopted recently by Ore-
gon before it allowed the sale of
the state’s second-biggest electric
company. They include: separate

real estate for the utility, strict
limits on dividend and asset
transfers, mandatory capital ra-
tios and ability to block a volun-
tary bankruptcy, says Bob Jenks,
director of Oregon’s Citizens’
Utility Board. Wisconsin even
has a poison pill to block a merg-
er.

In 1999 Maryland allowed BGE
to transfer its generation plants
to Constellation in return for a

limited 6.5 percent rate cut. That
was the first big step of deregula-
tion and set the stage for today’s
mess by forcing BGE to bid for
electricity in the open, expensive
market.

Let’s go after rate relief again
this time, the second big step of
deregulation. But don’t lose sight
of the big picture.
.......................
jay.hancock@baltsun.com

MARYLAND

HOME
A special advertising section targeting the upscale homeowner.

Look for it in The Sun
on Sunday, April 2, 2006

Advertise in the Sun’s

Golf Guide
March 31, 2006

Get the latest golf information including:
• course reviews and maps 
• what’s new in equipment 
• vacations and get-aways 
• listings of local tournaments 
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STATISTICAL
SIGNALS
MIXED
Galloping energy prices,
hotter industrial produc-
tion and cooler housing
activity are painting a
mixed economic picture
for Federal Reserve poli-
cymakers to ponder.

>>>> PG 2D

A I R L I N E S

CUSTOMER
SATISFACTION
SAGS
Customer service at U.S.
airlines during the first
quarter was the worst it
has been in five years, ac-
cording to a University of
Michigan index.
>>>> PG 2D

Keep an eye on what BGE customers are subsidizing

F LORIDA ELECTRIC CUS-
tomers just got billed $1.1
billion to fix hurricane-

damaged power lines. Will Mary-
landers bear similar costs if Balti-

more Gas and Electric Co. and
Florida Power & Light wind up in
the same company, as planned?

Can’t happen, say executives at
the utilities’ parents, Florida’s FPL
Group and Maryland’s Constella-
tion Energy. Regulations ban
them from siphoning money
from BGE to pay for hurricanes or
any other unrelated expenses,
they say.

But the operations of a little-
known cash pool shared by BGE
and other Constellation affiliates
cast doubt on these assurances
and show again why the Constel-
lation-FPL merger needs to be ex-
amined very, very carefully.

Case No. 9036 before the Mary-

land Public Service Commission
presents what critics portray as a
smoking gun of cross-subsidiza-
tion, of BGE customers paying for
things that have nothing to do
with the cost of buying and deliv-
ering energy to their homes and
businesses.

For years, BGE and other Con-
stellation units have contribut-
ed to a pool financing one an-
other’s short-term borrowing.
The problem is that BGE pro-
vides much of the money and af-
filiates seem to have done most
of the borrowing — apparently
without reimbursing BGE its full
costs.

BGE denies that ratepayers

subsidize unregulated affiliates,
saying there is no link between
the cash pool and retail energy
costs. But late last year, two
members of the PSC — a panel
not known for being tough on
utilities — forcefully disagreed.
And so do the Maryland People’s
Counsel, an advocate for resi-
dential ratepayers, and a group
representing Domino Sugar and
other manufacturers.

As part of a much larger case in-
volving natural gas rates, two of
the five Maryland PSC members
found that, in 2004 and 2005,
BGE’s expense for funding the
pool “imposes unnecessary costs
on customers; costs unrelated to

the provision of utility service.”
The arrangement, the members
said, “unfairly burdens ratepayers
with several million dollars in ex-
cess costs.”

That opinion came from none
other than PSC Chairman Ken-
neth D. Schisler, seen by many as
the pro-utility rubber stamp of
Gov. Robert L. Ehrlich Jr. Joining
him was Allen M. Freifeld, who
worked for the commission more
than two decades before becom-
ing the first staff member named
a commissioner, according to the
panel’s Web site.

They were outvoted by the oth-
er three PSC members.
[Please see HANCOCK, 6D]

Lay
makes
final
plea

Sale of eight buildings in the 300 block of N. Howard St.
affects an area viewed as a bridge to redevelopment to the north

Asian
firms in
growth
spurt Skilling also asks jury

to acquit them

by Thomas S. Mulligan

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

HOUSTON // Lawyers for Ken-
neth L. Lay and Jeffrey K. Skilling,
in an emotional last pitch to ju-
rors who could send their clients
to jail for decades, accused the
government yesterday of building
a sham case against the former
Enron Corp. leaders because it
needed scapegoats for a corporate
scandal.

With “their eye on the prize” of
two high-profile convictions, fed-
eral prosecutors coerced wit-
nesses, selectively used “snippets”
of taped presentations and mis-
represented documents to con-
coct their case, Daniel M. Petrocel-
li, Skilling’s lead lawyer, charged
during his 3¨-hour closing argu-
ment yesterday morning.

Chip B. Lewis, one of four de-
fense lawyers who spoke for Lay,
raised the ante in the afternoon
with an angry broadside against
prosecutor John C. Hueston, who
he said had deliberately ignored
evidence to unfairly frame a dam-
aging question in cross-examining
Lay two weeks ago.

Lewis, goateed, burly and well
over 6 feet tall, leaned over the
government’s table toward the
much slighter prosecutor and
said: “Don’t come to Houston,
Texas, and lie to us.”

The eight-woman, four-man
jury, though paying close atten-
tion, did not visibly react to Lewis’
outburst. But Lay’s wife, Linda,
and her daughter, Robin, burst
into brief applause from the front
row of spectators.

Enron founder Lay, 64, and for-
mer chief executive Skilling, 52,
are accused of lying to the public
about the company’s financial
health and conspiring with subor-
dinates to inflate profits and hide
losses through what the govern-
ment terms “accounting trickery.”
Skilling faces 28 counts of conspir-
acy, fraud and insider trading. Lay
is charged with six counts of con-
spiracy and fraud.

Lay also faces several bank fraud
counts which will be the subject of
a separate bench trial scheduled to
begin tomorrow while the jury in
the main case is deliberating.

U.S. District Judge Simeon T.
Lake III also will hear the evi-
dence in that case but will decide
the verdict alone. Lake said he
would withhold his decision until
the jury has delivered its verdict
in the main case.

Enron’s collapse in December
2001 created a public outcry over
corporate chicanery and led to
congressional hearings and the
formation of a federal task force
to probe the company’s downfall.

Co-lead prosecutor Kathryn H.
Ruemmler, in the government’s
closing argument Monday, tried
to inoculate the jury against what
she said would be a display of
“passion” and “indignation” by
defense lawyers yesterday. She
warned jurors not to be swayed
by theatrics.
[Please see ENRON, 3D]

Revenue in Md. up
24% in five years

[from staff and wire reports]

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Asian-owned businesses in
Maryland haven’t multiplied
quite as quickly as they have
nationwide — but the way
they have multiplied their rev-
enue more than makes up for
it, according to government
statistics released yesterday.

The companies’ revenues
grew by $1.4 billion between
1997 and 2002, an increase
topped in just six other states
— California and Virginia
among them.

Maryland had 26,300 busi-
nesses with Asian owners in
2002, a 20 percent jump from
five years earlier, the Census
Bureau said. More than a third
were in Montgomery County.
Baltimore, Howard and Prince
George’s counties and Balti-
more City each had more than
2,000 Asian-owned businesses.

Across the country, such
businesses numbered 1.1 mil-
lion, a 24 percent increase
from 1997 to 2002. Their
growth was more than double
the national rate for all U.S.
companies, which grew by 10
percent during the same pe-
riod, to nearly 23 million.

Asian-owned businesses gen-
erated $326 billion in revenues
in 2002, an 8 percent increase
from 1997. In Maryland, their
revenues totaled about $7.1
billion, up 24 percent.

“The robust revenues of
Asian-owned firms and the
growth in the number of busi-
nesses provide yet another indi-
cator that minority entrepre-
neurs are at the forefront as en-
gines for growth in our econo-
my,” Census Bureau Director
Louis Kincannon said in a state-
ment. Nationally, nearly 30 per-
cent of Asian-owned businesses
had paid employees other than
the owner. Among all busi-
nesses, about a quarter had
paid employees.

New York City had more
than twice as many Asian-
owned businesses as any other
city, with nearly 113,000.
[Please see ASIAN, 6D]

Some of the buildings up for sale have retailers operating on the first floors, but most are entirely or mostly vacant.
K E N N E T H K . L A M [ S U N P H O T O G R A P H E R ]

Key auction on west side
by Lorraine Mirabella

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Baltimore’s west side redevel-
opment could spread farther
along Howard Street, where two
key property owners are prepar-
ing to sell eight buildings that
have sat largely vacant for years.

A May 25 auction could pave
the way for revitalization of
nearly half the 300 block of
North Howard Street and, city
officials hope, help bridge blocks
to the north where more rede-
velopment of housing and shops
is planned or expected over the
next few years.

The sale, to be held at the
buildings at North Howard and
Saratoga streets, will include six
properties owned by the Harry
and Jeanette Weinberg Founda-
tion and two owned by the es-
tate of Alan Berman. Some of
the buildings have retailers op-
erating on the first floors, but
most are entirely or mostly va-
cant.

“Nothing has really happened
on that block because the major
property owners haven’t done
anything,” said Paul Cooper, a
vice president of Alex Cooper
Auctioneers Inc., which is han-
dling the auction. “The proper-
ties have been tied up in the
same ownership for many,
many years and are finally on
the market. This is what people
have been waiting for.”

The city is in the midst of a sev-
en-year-old public-private effort
to revitalize downtown’s west
side into a residential neighbor-
[Please see HOWARD, 6D]

MuniMae makes a move into renewable energy market
by Laura Smitherman

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

Municipal Mortgage & Equity
(MuniMae) announced yesterday
the acquisition of a small Califor-
nia company that arranges fi-
nancing for and operates solar
and other renewable power

plants, a marked departure for
the Baltimore real estate finan-
cier.

By purchasing Renewable Ven-
tures LLC of San Francisco, Muni-
Mae hopes to capitalize on grow-
ing demand for alternative ener-
gy sources and tax credits extend-
ed under last year’s broad federal
energy legislation.

Company officials declined to

say how much MuniMae paid for
the Renewable Ventures in a deal
that closed Monday night, but the
consideration includes an upfront
amount as well as future pay-
ments that depend on the per-
formance of the business.

Michael L. Falcone, MuniMae’s
chief executive, said the company
is seeking to position itself as a

“powerhouse” in the business of
financing clean-energy projects in
the United States.

“We believe there is more politi-
cal will than there has ever been
with oil at $70 a barrel and the
cost in human terms of the Iraq
war,” he said.

As in previous decades, the re-
newable energy industry has got-
ten a boost from geopolitical forces

such as skyrocketing oil prices and
a desire to reduce the nation’s de-
pendence on foreign oil.

What makes this a prime time
to get into the business, according
to Falcone, are technologies that
make alternative energy more
cost-effective and tax credits that
have been extended on the state
and federal level.
[Please see MUNIMAE, 6D]
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MORE WEST-SIDE SALES  
City officials hope the auctioning  of eight buildings will further the redevelopment  along N. Howard Street.

Buildings to be sold at auction on May 25
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FROM THE COVER

MuniMae getting into solar Key auction on west side
HOWARD [From Page 1D]

hood with 2,000 market rate
apartments and condos as well
as additional shops and expand-
ed cultural attractions.

Much of the redevelopment on
Howard Street has occurred
south of the 300 block, including
the $80 million Centerpoint
mixed-use project with 394
apartments; the conversion of
the former Stewart’s depart-
ment store into offices, and con-
version of the former Hecht’s de-
pa r t me n t s to r e in to t he
173-apartment Atrium at Mar-
ket Center.

Developer Wendy Blair plans
to start construction this sum-
mer on St. James Place, a conver-
sion of vacant, historic buildings
in the 400 block of North How-
ard into some 24 apartments
and street-level retail, said M.J.
“Jay” Brodie, president of the
Baltimore Development Corp.,
the city’s development agency.

Once that project gets under
way, the city plans to request de-
veloper bids to redevelop the
historic Mayfair Theater and
two buildings to the south in the
500 block, possibly for retail and
office, Brodie said yesterday.

Another developer has pur-
chased the former Planned Par-
enthood building in the 600
block and wants to convert it to
housing, he said.

He said he is optimistic that
buyers will step in to renovate
the historic buildings inn the 300
block.

“To see visible improvement in
the 300 block would be a positive
sign and a bridge from the suc-
cessful enterprises to the south
to where we’re heading up
north,” Brodie said. “It’s a good
sign for the west side. The Wein-
berg foundation did a beautiful
job of renovating the former
Stewart’s department store
building, but that was several

years ago.
“If they’ve concluded they

can’t rehabilitate these build-
ings themselves, then I hope
someone will appear at the auc-
tion who can buy the buildings
from the foundation and go
ahead and renovate them in the
way that we are encouraging
renovation as well as new con-
struction on the west side.”

The properties offered for sale
in the 300 block offer a rare
chance to acquire multiple, ad-
joining properties all at once,
Cooper said. All are being sold
individually, and so far, potential
investors have inquired about
individual buildings, he said.

“It’s difficult to acquire that
many properties at one time
short of doing condemnations,”
Cooper said. “Many times it
takes a long time and your deal-
ing with many different proper-
ty owners.”

Susan B. Anderson, a vice pres-
ident with the H&R Retail real
estate brokerage, said the build-
ings would be well-suited for
conversion to upper-floor hous-
ing at a time when demand for
housing downtown is hot. But
additional redevelopment in the
area needs to happen to attract
retailers, especially chains, to
the ground-level spots, she said.

“Retailers never want to be the
first ones; they do not have pio-
neering spirits,” she said.

The Weinberg-owned buildings
include a three-story building at
the northwest corner of Howard
and Saratoga streets, with three
first-floor retailers leasing space
and vacant upper floors.

Another property is a six-story
building at the northeast corner
of Howard and Saratoga, with
an apparel retailer leasing the
first floor and vacant upper lev-
els. The foundation’s four other
buildings, ranging from one to
four stories, are all vacant, in-
cluding 304, 305-07, 306-10 and

317-19.
The foundation acquired the

properties more than 25 years
ago and held them, intending to
eventually redevelop them with
apartments over first-floor
shops, said Joel Winegarden, the
foundation’s vice president of
real estate. But the foundation
has recently shifted direction of
its real estate activities.

“It’s for sale now because the
properties are too small for us to
develop,” Winegarden said.
“There were thoughts when
they were purchased that in the
future they would make a fine
site for redevelopment, but at
this point, they don’t reach our
criteria of size. We’re moving on
to larger projects.”

The Berman estate-owned
properties, which Alan Berman
bought in the late 1960s, include
a six-story mostly vacant build-
ing at 315 N. Howard, which ap-
peared in the Barry Levinson
film Avalon.

“Ideally, that would make a
nice apartment conversion,”
said Stephen Cooper, who is also
a trustee for the Berman estate.
Cooper said a buyer would need
to acquire the one-story, Wein-
berg-owned property next door,
at 317 N. Howard, to own the air
rights needed to cut windows in
the side of the building.

A three-story vacant property
in need of renovation at 320 N.
Howard is also for sale by the es-
tate of Berman, who once ran a
jewelry store and pawn shop in
the area and owned other prop-
erties, said a trustee for the es-
tate, Ted Hirsh.

Hirsh said the estate saw an
opportunity to sell the proper-
ties along with those owned by
the Weinberg foundation. “How-
ard Street had fallen into disre-
pair, and Howard Street is start-
ing to look up, and now is hope-
fully a good time to sell,” he said.

MUNIMAE [From Page 1D]

The energy bill enacted by Con-
gress last summer increases from
10 percent to 30 percent the fed-
eral tax credit for solar energy.
The bill also includes credits for
wind and biomass energy and the
first-ever credit for residential so-
lar power systems.

“We have been interested in ex-
panding our market beyond af-
fordable housing to be able to sell
tax credits and other financing as-
sociated with clean energy, but
we clearly didn’t have the knowl-
edge or industry contacts in the
business to make that work,” Fal-
cone said. “So we went looking for
a partner.”

MuniMae officials became fa-
miliar with Renewable Ventures

at an affordable housing confer-
ence, according to Falcone. After
months of talks, the companies
signed a contract and closed the
deal in one day.

Renewable Ventures, which will
be renamed MMA Renewable and
remain in San Francisco, has a
pipeline of more than $500 mil-
lion in projects that are in the
works with developers and con-
tractors.

With MuniMae’s assistance, the
companies hope to finance about
$50 million in projects this year.

The facilities would provide
power to commercial and govern-
ment users, and in some cases the
energy could be sold and deliv-
ered on a power grid.

Renewable has worked on deals
to build five solar power plants.

Their locations range from Con-
necticut, where a facility powers a
museum, to California where one
provides power to a city.

Matt Cheney, Renewable’s CEO,
said MuniMae’s expertise in fi-
nancing affordable housing could
easily translate to clean energy,
both of which depend on tax
credits and private investment.
MuniMae brings with it a client
base of institutional investors.

Through the acquisition, Muni-
Mae bought out management
contracts for four employees at
Renewable Ventures and took
over a $3 million solar energy
plant being built at a vineyard
in the wine-producing Napa Val-
ley.
.......................
laura.smitherman@baltsun.com

Keep an eye on what BGE is subsidizing
HANCOCK [From Page 1D]

As a result, what Schisler and
Freifeld called excess costs tied to
the pool — estimated at $3.4 mil-
lion — were passed into natural
gas prices for BGE customers.

A BGE-style money pool “would
have a hard time getting ap-
proved in a lot of states,” says Bob
Jenks, director of the Citizens’
Utility Board in Oregon, which
erects strict firewalls between
utilities and affiliates.

“Essentially this is a way to have
the utility loan money” — to use
its borrowing power “to fund ac-
tivities of unrelated entities,”
Jenks says.

Why does it matter now? Cer-
tainly the amount in the gas case
adds only pennies to a typical bill
and is nowhere near what would
be needed to fix hurricane dam-
age. Because BGE’s electric deliv-
ery charge is frozen (in contrast to
generation expense, which will
soon cause bills to spike), its cash
pool activities in recent years
would not have affected electric
rates.

But critics say the arrangement
demonstrates flimsy walls be-
tween BGE and Constellation that
could create bigger risks if Con-

stellation merges with FPL.
“If Florida Power & Light has a

greater need to take out loans be-
cause of hurricanes or any other
subject, then obviously they’re go-
ing to have an even greater call on
the cash pool than Constellation”
— with the cost potentially borne
by BGE ratepayers, says Michael
Powell, a lawyer representing the
Maryland Industrial Group, a con-
sortium of manufacturers.

BGE certainly seems to be giving
the pool more than it’s getting
from it. For a year and a half be-
ginning in 2004, when it had as
much as $359 million in the fund
(in the first quarter 2004), BGE
lent to the pool nearly the whole
time and borrowed only 26 days,
according to PSC and Securities
and Exchange Commission docu-
ments.

And BGE’s cost for providing the
cash was 6 percent or greater
while Constellation affiliates bor-
rowed at teeny, short-term rates
— as low as 1.5 percent, Schisler
and Freifeld said in their dissent.
Constellation’s other businesses
include electricity generation,
power trading and real estate, al-
though it is unclear which entities
borrowed from the pool.

“The money pool imposes extra

costs on BGE that would not be
borne by the company if it were
not affiliated with Constellation,”
they concluded.

Mark Case, BGE’s vice president
of electric supply and regulatory
services, denied that the pool
could have any effect on custom-
er rates and said the company
was “dumbfounded” by Schisler’s
and Freifeld’s opinion.

Even so, the pool represents an
unacceptable contact between
the utility and its siblings and
should be drained — whether or
not Constellation and FPL
marry.

“It’s something we plan to ex-
plore in the merger case review,”
says William Fields, senior assist-
ant People’s Counsel. “Our goal is
to ensure that ratepayers are pro-
tected from any possibility of
cross-subsidization.”
.......................
jay.hancock@baltsun.com

Super Saturday
Sale

www.susquehanna.net / 800.228.2265

MAY 20, 2006, 8 AM to 2 PM
INSTANT PRIZE AWARDS1

& GRAND PRIZE DRAWING2

1No purchase or payment necessary. Limit one instant prize ticket per person. Please see branch for complete rules and prize details. Valid only 05/20/06. 2GRAND PRIZE Winner will receive 100,000
ScoreCardSM Bonus Points credited to a Susquehanna VISA® Check Card. No purchase or payment necessary. Some restrictions apply. Please see the ScoreCard Bonus Point and Official Grand Prize
Program Rules for further details. Bonus Points have no dollar value. Valid only 05/20/06. 3FIXED RATE HOME EQUITY LOAN Annual Percentage Rates (APRs) shown are for loans up to 85% Loan to
Value (LTV) and require a credit score greater than or equal to 700. APRs are subject to change without notice. The above rates include a .25% reduction for automatic payment from a Susquehanna
checking or savings account. Higher rates apply without the automatic payment feature and for lower credit scores. New home equity loan customers only. Minimum loan amount of $5,000. The APRs
on this product range from 5.49% to 10.69%. The APR assigned to this loan will be based on credit score, LTV and the term requested. The monthly payment on each $1,000 borrowed at a rate range
of 5.49% APR for 36-month term to 10.69% APR for a 240-month term may range from $30.18 to $10.11. Property insurance is required. Customers must meet standard income and credit criteria,
and the home must be located in the Susquehanna service area. This offer is good for a limited time only and can be rescinded by the bank at any time. Consult your tax advisor concerning tax
deductibility of interest. Property must be your residence to qualify for the lender-paid closing costs. 4Certificate of Deposit & IRA-CD Annual Percentage Yield (APY). $1,000 minimum investment
required, both to open the account and earn the APY, on an 8-Month Bump-Up CD or IRA CD at 4.80% APY. A $500 minimum investment required, both to open the account and earn the APY, on a
13-Month Bump-Up CD or IRA CD at 5.10% APY, and a 15-Month Fixed-Rate CD or IRA CD at 5.25% APY. Rates effective as of 5/18/06 and subject to change without notice. The APY assumes that all
interest will remain on deposit until maturity. A withdrawal will reduce earnings. Substantial penalty for early withdrawal. Unless otherwise specified, references to CDs include IRA CDs. Not valid with
any other offer. Bump-Up option is limited to one time during the initial term of the promotional CD. Promotional or bonus rates are excluded from the Bump-Up option. The interest rate and
corresponding APY will change if you exercise the Bump-Up option. IRA CDs insured up to $250,000 per depositor. 5INDEXED MONEY MARKET ACCOUNT Annual Percentage Yield (APY). APY effective
as of 5/3/06 and will be paid on eligible balance. $25 minimum balance required to open account and to obtain APY. A minimum balance of $5,000 must be maintained to avoid a $21 monthly service
fee. The interest rate is the 13-Week T-Bill minus 0.75% and adjusted weekly. This is a variable interest rate account and the interest rate may vary. Fees could reduce earnings. Federal regulation
limits total transactions paid (excluding unlimited “over the counter” withdrawals) to six per statement cycle, of which three may be by check, draft or debit card. Excess transactions will result in a
per transaction fee and if repeated could cause the account to be changed to a non-interest bearing account. 6MORTGAGE CLOSING COST DISCOUNT A $250 credit towards closing costs for any
Susquehanna mortgage application taken prior to June 30, 2006, that is approved and closed. Susquehanna Bank, Member FDIC.

Fixed Rate Home Equity Loan3 (Rates As Low As…)
3 Year:   5.49% APR 10 Year:   6.99% APR
5 Year:   5.99% APR 15 Year:   7.24% APR
7 Year:   6.49% APR 20 Year:   7.24% APR

Certificate of Deposit & IRA-CD4

8 Month Bump-Up:   4.80% APY
13 Month Bump-Up:   5.10% APY

15 Month Fixed Rate:   5.25% APY
Indexed Money Market Account5

4.01% APY
Mortgage Closing Cost Discount6

$250 to be applied as lender-paid closing costs

Md.’s Asian firms in growth spurt
ASIAN [From Page 1D]

New York was followed by Los
Angeles, Honolulu, San Francisco,
San Jose and Houston.

The Census Bureau defines
Asian-owned businesses as those
firms in which Asians hold at
least 51 percent of the stock or in-
terest. The report does not classi-
fy public companies, with public-
ly traded stock, because they can
be owned by many stockholders
of unknown races and ethnicities.

The report was the fourth in a

series on businesses owned by
women and minorities. The three
previous reports, on businesses
owned by women, blacks and His-
panics, showed that all three
groups started new businesses at
faster rates than white non-His-
panic men from 1997 to 2002. But
white males continued to own
more businesses than any other
group.
.......................
Sun reporter Jamie Smith
Hopkins contributed to this
article.

Each Sunday, A&E Today focuses a spotlight on Maryland’s
vibrant arts scene, offering an in-depth look at theater,
music, cinema, pop culture and fine arts. Don’t miss fea-
tures like artist interviews, articles by Sun critics and a Q&A
with local readers. To enjoy A&E Today, reach for The Sun.

Light For All. Something for everyone.

[a&e today]

Lose Your Cataracts AND Your Glasses?
ReSTOR® Your Eyesight with the 

NEW Breakthrough Technology 
for Cataract Patients 

USE IT OR LOSE IT–GREAT FOR FLEX SPENDING PRE-TAX DOLLARS! 

(410) 281-2656
www.OmniEyeSpecialists.com

FINALLY, millions of cataract
patients no longer need to be as
dependant on glasses for reading
small print or distance vision.
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Nonprofit
‘telefunders’
should try
being honest

In an age of national banks and electronic
service, immigrant banks are fading fast Control

tower
rift
widens
FAA faces showdown
with controllers over pact

WHEN JAMES MADISON
wrote the First Amendment,
presumably he had no idea

that one day it would protect fundraisers
who call your house, obtain a donation
for what you thought was a good cause
and then pocket most of the money.

But that’s what the amendment does, to
the lasting shame of the charity industry
and the judges who confused misleading
telemarketing spiels with sacred free
speech. In a 1988 case involving Balti-
more’s National Federation of the Blind,
the Supreme Court blessed schemes in
which only a few pennies on each donated
dollar end up with a nonprofit. The court
even banned states from making charities
disclose such shenanigans to a would-be
donor, saying it would violate their right of
expression.

This scarcely believable state of affairs
won’t change soon. But the courts offer
hope that sanity will prevail in nonprofit
fundraising. Last week, the justices left
standing an appellate court ruling in a
Maryland case that held that the free-
speech privileges of nonprofits had limits
and that fundraisers aren’t completely
exempt from the standards binding oth-
er businesses.

Again the case involved the National Fed-
eration of the Blind, which has a history of
litigating for what it says are the rights of
the disabled and the nonprofit groups rep-
resenting them. It also has a history of
questionable fundraising. Last year I
wrote about Oregon regulators’ crack-
down on that state’s NFB branch, which
was paying 60 percent of the funds raised
in its name to a for-profit company owned
by a director of two NFB affiliates.
[Please see HANCOCK, 2C]

by Meredith Cohn

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[ s u n r e p o r t e r ]

In August 1981, the nation’s airlines, al-
ready battered by a recession, faced the
grim prospect that air traffic controllers
would shut down air travel if their de-
mands for better pay and work rules
weren’t met.

Those fears were realized when 12,000
union workers went on strike and were
fired days later by President Ronald W.
Reagan. The outcome was a turning
point for the fortunes of organized labor
and also fulfilled the airlines’ fears: Flight
delays and losses were common for years
due to short staffing and as new control-
lers learned the ropes.

Now, a quarter-century later, history
threatens to repeat itself.

The Federal Aviation Administration is
battling with the replacement control-
lers over many of the same issues. While
no strike is being considered, a stalemate
threatens again to hamper aviation,
which is going through economic pangs
in spite of record numbers of air travel-
ers.

“It’s quite a game of chicken,” said Rob-
ert Mark, a controller before the 1981
strike and an FAA supervisor after. “The
traveling public probably remembers sit-
ting on an airplane in Washington or
Kansas City or Los Angeles and hearing
that it can’t go anywhere because the air
controllers were on strike. Nobody wants
that again, but the same stuff is at stake.”

The concern now is how many of the
14,000 controllers will choose to retire if
they don’t like the provisions of their
new contract. The FAA says it is training
new workers and is prepared. But the
controllers say there aren’t enough re-
placements in the pipeline for technical
and stressful positions that require years
of on-the-job training.

Now, as then, the debate centers on pay
and work rules.

The controllers’ union wants pay to
match the longer days, as airplane depar-
tures have more than doubled since the
early 1980s to 11.5 million. It also wants a
continuation of extra pay for supervising
or working in the busiest airports.

The FAA wants to rein in pay increases
that have far outpaced inflation and use
the money to upgrade technology.

Average annual pay for air traffic con-
trollers is about $113,000. In 1981, when
the controllers union struggled to muster
public support, average pay was $33,000
(or about $80,000 adjusted for today’s dol-
lars). With the two sides at an impasse,
Congress has until June 5 to impose a so-
lution or the FAA’s latest proposal will
take effect.

Lawmakers in the House and Senate
have introduced bills to force arbitration,
against the wishes of the FAA and the air-
line industry’s trade association, which
said cuts are needed to finance a modern
aviation system. With both sides accus-
ing the other of abandoning negotia-
tions, public appeals have followed.

The controllers as a group haven’t been
much in the public eye in 25 years, with
the exception of Sept. 11, 2001, when the
FAA grounded flights immediately after
the hijackings.
[Please see FAA, 2C]

IRA is a gift
for children
that gets better
with time

Michael Baumann, manager of Hull Federal Savings Bank, stands outside the Locust Point institution. The bank
opened in a rowhouse a century ago to serve German and Polish immigrants who worked at the nearby docks.
A L G E R I N A P E R N A [ S U N P H O T O G R A P H E R ]

Ethnic thrifts’
balance slips

P ARENTS AND GRANDPARENTS
leave all sorts of assets to younger
heirs, but one with the potential

to get significantly better with time is an
individual retirement account.

Children or grandchildren who inherit
an IRA will be required to take mini-
mum distributions each year from the
account so that the money isn’t locked
up forever. Still, if they let the balance
continue to grow tax-deferred in the ac-
count for years, if not decades, the re-
wards can be huge.

How huge?
Take the case of a 1-year-old grand-

child who inherits $100,000 in an IRA,
according Ed Slott’s book, Parlay Your
IRA Into a Family Fortune. The toddler
must take a minimum amount out of
the IRA annually so that 82 years later
— her expected lifespan — the account
will be depleted.

Even so, if the balance is left to grow at
an average annual rate of 8 percent, the
IRA would have paid out $8.1 million
over the eight decades.

Not a bad legacy.
Of course, many people with IRAs will

need the money for their own or a
spouse’s retirement. And even if they do
set up an IRA for a child or grandchild to
inherit, there’s no guarantee an heir
won’t cash out the account immediately.
“Then all the planning you did is moot,”
said Jim Thompson, a financial planner
in Boston.

Still, for those who can afford it, leaving
an IRA to younger relatives is a good way
to protect their financial future.
[Please see AMBROSE, 2C]

by Laura Smitherman [ s u n r e p o r t e r ]

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

T hings haven’t changed much at Hull Federal Savings Bank since it opened a century
ago to cater to German and Polish immigrants spilling into Locust Point from the
dockyards a few blocks away and from Fort McHenry down the road. The bank still

only offers one type of savings account and fixed mortgages, and that’s it.

When change did come, it was slow.
Bank managers didn’t install a tele-
phone until 1989, when federal regula-
tors required it, and they didn’t start
using computer systems until after
Y2K.

Those were minor events, though,
compared with what happened in
1996, according to bank officer Michael
Baumann.

“That’s when we first got air condi-
tioning,” he said. “That was probably
the biggest change.”

In an age when large banking chains
offer one-stop shopping for finances,
online bill payments and automated
teller machines, Hull Federal Savings

is an anachronism.
In a rowhouse distinguished only by

a simple, wood-framed sign hanging in
the front window, it’s one of a few re-
maining banks begun by and for im-
migrants in ethnic enclaves that dot-
ted Baltimore at the onset of the 20th
century. Historians and experts esti-
mate there were once several dozen of
the small thrifts in the city.

Now those banks are a disappearing
institution. They face an urban land-
scape altered by suburbanization.
They struggle to keep up with industry
regulation and complicated financial
products.

Many eventually get swallowed by

regional or national banks looking to
expand without the expense of build-
ing a branch and a customer base.

The number of immigrant banks in
Baltimore has dwindled to some-
where in the teens; no official count is
kept.

Baltimore’s Maryland Permanent
Bank and Trust Co., for one, started in
1910 to serve the needs of mostly Jew-
ish immigrants.

Last year, the bank agreed to be
bought by Warren, Pa.-based North-
west Savings Bank, which has more
than 150 branches in five states. Mary-
land Permanent’s two branches will
[Please see BANKS, 5C]

An air controllers’ slowdown delayed
shuttle passengers at National Airport
in Washington in March 1970.
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INSIDE JAFFE’S INSIGHTS 5C // W E E K A H E A D E CO N O M I C DAT E S 4C // M A R KS JA RV I S I D E N T I F I E S F U N D S F O R G LO O M Y M A R K E T 3C // CO N V E N T I O N S 4C

JAY
HANCOCK

EILEEN
AMBROSE
PERSONAL FINANCE

IN YOUR MONEY // TRADITIONAL OLD AGE IS BEING REINVENTED, JANET KIDD STEWART SAYS IN HER NEW COLUMN PG 3C



2C SUNDAY 05.21.2006 THE SUN

FROM THE COVER

Nonprofit
‘telefunders’
should try
being honest

HANCOCK [From Page 1C]

The Maryland case was about
the Federal Trade Commission’s
Telemarketing Sales Rule, issued
in response to a section of the
2001 USA Patriot Act.

The rule prohibits professional
fundraisers from calling before 8
a.m. or after 9 p.m., from blocking
caller ID and from using robo-
dialers that sometimes phone
with nobody on the line — not
even a recording — if computers
place more calls than telemarket-
ers can handle.

It also requires professional so-
licitors to identify themselves and
the nonprofit in whose name
they are working. And it bans
nonprofits from calling you if you
ask them not to. (The national
“do-not-call” database applies
only to commercial businesses.
You have to ask nonprofits to
leave you alone one at a time.)

Display of nerve
In an impressive display of

nerve, the National Federation of
the Blind, joined by Special Olym-
pics of Maryland, argued that this
violated their free-speech rights
under the First Amendment.
They also said the FTC exceeded
its authority.

Apparently they believe profes-
sional “telefunders” should be
able to call you any time, even if
you tell them not to, without im-
mediately disclosing that they are
seeking money and without dis-
playing their information on call-
er ID.

Nonsense, said U.S. District
Judge J. Frederick Motz of Balti-
more. Nonsense, agreed the U.S.
Court of Appeals for the 4th Cir-
cuit, whose ruling was left in
place after the Supreme Court re-
fused to hear the nonprofits’ ap-
peal.

NFB’s and Special Olympics of
Maryland’s lawsuit forced 4th Cir-
cuit Judge J. Harvey Wilkinson to
state the perfectly obvious in his
written opinion.

“After 9 p.m., family members
might, for example, be cleaning
house for the night, bathing, pay-
ing bills, discussing homework,
planning this or that, reading,
watching TV, or simply getting
ready to turn in,” he wrote.

“Before 8 a.m., they might be
eating breakfast, dressing, shav-
ing or fixing lunch for spouses or
kids. The First Amendment does
not require us to interrupt these
family moments.”

There are limits
No kidding. The First Amend-

ment does not allow people to
shout “fire” in a crowded room
where there is no fire. It does not
permit corporations to dissemi-
nate fraudulent information
about stock offerings. It doesn’t
allow stores to falsely advertise.

And it shouldn’t allow unfet-
tered solicitation by nonprofits.
Ideally, the 1988 case creating a
special standard for nonprofits —
allowing fundraisers to pretend
your money is going to charity
when most of it isn’t — would be
overthrown. Perhaps the 4th Cir-
cuit’s ruling will lay the ground-
work for further reforms.

Meanwhile, you should rarely if
ever donate in response to a tele-
phone sales pitch. True, it might
come from a volunteer who will
direct all your money to the good
cause. (And the FTC restrictions
do not apply to volunteer solici-
tors.) But it also might come from
a professional who could keep 60
percent of it or more — legally,
without having to tell you.
.......................
jay.hancock@baltsun.com

An unlawful strike by 12,000 controllers, including these in Miami in 1981, caused President Ronald W. Reagan to fire them. The purge resulted in delays and losses
for airlines. Today, another controllers union and the FAA are involved in a contract dispute that could result in many personnel retiring, thereby causing delays.
A S S O C I AT E D P R E S S

Tower rift threatens flying
FAA [From Page 1C]

Last week, the controllers
handed out leaflets to travelers
at airports across the country, in-
cluding Baltimore-Washington
International Thurgood Marshall
Airport.

The controllers say the FAA
contract makes it more attractive
to retire and take benefits while
they are at their peak, rather
than suffer potential cuts in pay,
forced overtime and less vaca-
tion.

They say there already are
shortages of controllers — over-
time pay grew to $43 million last
year, from about $27 million in
1999, according to the FAA —
and between 3,000 and 4,000 con-
trollers are eligible to retire by
the end of next year. Overtime
pay has pushed some top con-
trollers’ salaries close to $200,000,
the FAA said.

A matter of pay
The pay is the main reason FAA

officials say they expect no more
than 1,100 controllers to retire re-
gardless of the contract.

Many are eligible to retire after
20 years on the job and must
leave at age 56. About 500 have
studied at the FAA academy in
Oklahoma City this year and oth-
ers are studying in college pro-
grams or seeking to move from
military controller assignments,
the FAA said.

“We don’t think they’ll leave
hundreds of thousands on the ta-
ble just to make a point,” said
Geoff Basye, a FAA spokesman.
“Saying the contract will cause
mass retirements is a scare tac-
tic.”

The FAA reports that labor
makes up 80 percent of its oper-
ating budget of $2.4 billion, up
from $1.4 billion in 1998. A new
contract struck that year gave
controllers a 75 percent raise
over five years, which was on top
of the 50 percent raises given to
other federal workers who were
seeking parity with private-sec-
tor jobs.

If the FAA can slow the payroll
growth, it can invest in a more ef-
ficient satellite-based traffic

management computer system,
the agency says. Basye, the FAA
spokesman, said there is no time-
table for the upgrades.

And a recent report from the
Government Accountability Of-
fice said the FAA faces challenges
in implementing a new system
— among them the prospect that
it would need to hire thousands
of air traffic controllers.

The new contract calls for pay-
ing recruits $31,000 to start, with
the salary nearly tripling in five
years. Raises for existing workers
would grow at a small fraction of
that rate, Basye said.

Darryl Jenkins, an aviation con-
sultant, who prepared a report
on potential consequences of the
FAA’s proposed contract for con-
trollers, said the FAA does need
new technology but it also needs
controllers.

Jenkins said a conservative esti-
mate is that 15 percent of con-
trollers will retire in the next five
years, but the number will be
higher if the FAA imposes its con-
tract. And he said the agency
isn’t doing a good job of hiring.

“It’s amazing how little has
changed,” he said. “The FAA still

can’t get along with its labor. If
history is any guide, the issues
again will be delays and costs,
passed on to consumers in the
form of higher fares.”

In 1981, the controllers were
led by the Professional Air Traffic
Controllers Organization, a
union that decided a strike was
needed to win concessions. Presi-
dent Reagan said the controllers
were not legally allowed to strike
and fired those who did not re-
turn to their jobs in 48 hours,
which was the bulk of them.

The FAA and President Reagan
believed they could use the mass
exodus to transform the agency.
The plan then also was to mod-
ernize the system with automa-
tion, rather than replacing all of
the controllers. The current FAA
leadership acknowledges that
did not happen and blamed past
administrations. Critics said
funding was wasted.

As the union was being decerti-
fied, military controllers and
FAA supervisors, as well as some
controllers who chose not to
strike or came out of retirement,
kept air traffic from completely
shutting down until new control-

lers could be trained.
Federal controllers in airport

towers typically manage airplane
traffic within five to seven miles
from an airport by communicat-
ing with pilots and monitoring
such things as radar and weather
systems. Ground crews that help
airplanes in and out of the gates
are employed by the airlines.

Similarities echo
Jenkins, the consultant, said

the 1981 labor crisis came with a
price. Planes that normally were
spaced about five miles apart
were spaced 50 miles apart to en-
sure safety. The government
didn’t track delays at the time,
but runway backups and cancel-
lations were common, Jenkins
said. For the airlines, losses
mounted and layoffs followed.

Some similarities echo across
the 25 years. While the economy
is stronger today than in 1981,
the airline industry is just as frag-
ile as it copes with high fuel
prices and intense competition.

The impact could resonate at
BWI.

Seven of 26 controllers there

will be eligible to retire next year
and 17 will be eligible over the
five-year length of the proposed
FAA contract, controllers said.

“A lack of experience will cause
delays,” said John Dunkerly, who
has been at BWI nearly half of his
20 years as a controller and is a
leader in the controllers’ succes-
sor union, the National Air Traf-
fic Controllers Association. Even
if the trainees are going through
the academy, years of regional
training are necessary, he said.

BWI spokesman Jonathan Dean
said airport officials are “confi-
dent that the FAA has a plan to
provide the necessary positions.”

One of those controllers eligible
to retire in August, Kemp Daw-
son, 50, said he’d like to stay for
six more years because he likes
his job and because he has three
kids to put through college.

But he said it’s more than a fi-
nancial issue and he hasn’t made
up his mind if he’ll stay or go. He
fears new work rules could mean
a change in shifts, or unpredict-
able shifts.

“It’s unsettling for everyone,”
he said.
.......................
meredith.cohn@baltsun.com

Members of the Professional Air Traffic Controllers Organiza-
tion picket at BWI in August 1981.
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IRA is a gift for children and grandchildren that gets better with time
AMBROSE [From Page 1C]

And, the $70 billion tax-cut bill
signed by the president last week
will make it easier for high-in-
come individuals to convert a tra-
ditional IRA to a Roth IRA, which
has added benefits for heirs.

Like many things about IRAs,
the rules on leaving accounts to
children or grandchildren are
complex. And IRA owners must
proceed cautiously.

“Many of the mistakes can’t be
fixed after death,” Slott said in an
interview.

The first step
The first step, and a critical one,

is to make sure you fill out the
beneficiary form on the IRA with
the name or names of those you
want to inherit the account, Slott
said. If you leave an IRA to your
estate or to heirs through a will,
they won’t be able to stretch out
the distributions over their lives,

like the example above.
“If you designate a beneficiary,

then that gives heirs more op-
tions,” Slott said.

On the form you can name one
or more primary beneficiaries, as
well as back-ups in case a benefici-
ary dies before you do. If there’s
more than one beneficiary, say
how you want the money split
among them so there is no confu-
sion or dispute, Slott said. “You
give a fraction, or percentage or
say ‘equally,’ ” Slott said. “Every-
one knows who gets what.”

Once the account owner dies, a
child or grandchild who inherits
the IRA must begin taking at least
minimum distributions by the
end of the next year. So if the IRA
owner dies next week, the first
distribution must be taken by the
end of 2007.

An heir, of course, can always
withdraw the entire amount at
once. Or, he can take a larger sum
than the minimum mandated
distribution. But the biggest bang

from an IRA comes when heirs
take minimum distributions over
their lifetime. The IRS lists the life
expectancy table in Publication
590.

If there’s more than one benefi-
ciary of an IRA, distributions will
be based on the age of the oldest.
That can largely erase the benefit
of stretching out an IRA if one
beneficiary is substantially
younger than the other — for in-
stance, if one is 10 and the other is
65.

Distribution issues
To avoid this scenario, an IRA

owner can split an account before
death, designating a single benefi-
ciary for each new IRA. Or, benefi-
ciaries can split an IRA shortly af-
ter the owner’s death, so that
each can take distributions based
on his or her own age.

No matter what type of IRA —
traditional or Roth — children or
grandchildren inheriting the ac-

count must take minimum distri-
butions. If they don’t, they pay a
penalty equal to half the amount
they should have withdrawn.

Money coming out of a tradi-
tional IRA, though, will be subject
to ordinary income tax. Distribu-
tions from a Roth IRA are tax-
free.

Tax-free withdrawals make the
Roth attractive, particularly to
those who believe today’s grow-
ing national debt is a precursor to
higher income tax rates in the fu-
ture.

The new tax law will give more
investors an opportunity to own a
Roth, and, as a result, pass an ac-
count free of income tax onto
heirs. “This is a great boon to es-
tate planning,” Thompson said.

Under the new law, those with
traditional IRAs will be able to
convert them to a Roth beginning
in 2010 no matter their income.
For years, only those with an ad-
justed gross income $100,000 or
less could make such a conver-

sion.
Those who make the switch will

have to pay any income tax due
on the traditional IRA up front. If
they convert in 2010, they can
spread the tax bill over 2011 and
2012. If they convert later than
2010, they must pay the entire tax
in one year. (This is expected to
raise billions in revenue in the
short run, lessening the impact of
the other tax cuts.)

Conversion can work to the ad-
vantage of those who can afford
to pay the income tax up front
with money outside of the IRA.
(Tapping the traditional IRA to
pay the tax generally defeats the
purpose of the conversion. You
would end up with a smaller Roth
account balance, and, depending
on your age, might have to pay a
10 percent early-withdrawal pen-
alty, too.)

In addition to tax-free withdraw-
als, the Roth has another advan-
tage over the traditional IRA: ac-
count owners do not have to start

pulling money out after age 70¨.
This means investments in the
Roth can continue growing un-
touched throughout the owner’s
life, and make a big difference on
the balance left to heirs, Slott said.

Slott predicts many people will
convert to the Roth. Others aren’t
so sure.

‘Mathematical puzzle’
“It becomes more of a mathe-

matical puzzle,” said Christine
Fahlund, senior financial planner
with T. Rowe Price Associates.

For instance, if account owners
don’t have the cash to pay the tax
bill, they may have to sell stocks
or mutual funds to raise the mon-
ey, Fahlund said. They then have
to consider what that would do to
their portfolio and the tax conse-
quences of selling securities.

Despite those complexities,
planning ahead on how an IRA
will be distributed once you die
can make a big financial differ-
ence for your heirs.
.......................
eileen.ambrose@baltsun.com
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