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On March 30, 2026, the Maryland Department of Labor (“DOL”) published Family and Medical
Leave Insurance (“FAMLI”) regulations to help clarify several important items for covered
employers,’ including:

= Contributions to the program;

= Equivalent private insurance plans (“EPIPs”);

= Claims and benefits;

= Coordination of benefits; and

= Notice requirements.

In addition, the DOL provided a timeframe for covered employers to provide FAMLI with a
Declaration of Intent (“DOI”) to utilize a private plan and confirmed the initial contribution rate.

BACKGROUND

Maryland passed the Time to Care Act of 2022 (“the law”) on April 11, 2022, which requires
covered employers to provide up to 12 weeks? within an application year of paid family and medical
leave benefits for certain permitted reasons. Contributions to the state plan of 0.9% of an
employee’s wages are set to begin on January 1, 2027, with benefits set to begin no earlier than
January 1, 2027, and no later than January 3, 2028.

" A “covered employer” is a person or governmental entity that employs at least one individual who performs qualified

employment in Maryland.
2 |t's possible for an employee to receive up to 24 total weeks in a single application year for medical leave followed by

bonding leave or bonding leave followed by medical leave.

This summary is intended to convey general information and is not an exhaustive analysis. This information is subject to change as guidance
develops. USI does not provide legal or tax advice. For advice specific to your situation, please consult an attorney or other professional.




REGULATIONS PUBLISHED
Contributions to FAMLI

FAMLI is funded by a combination of employer and employee contributions to the state fund. The
required contribution is based on a percentage of the employee’s wages paid by the employer up to
the social security wage base each calendar year.

Employees can be required to contribute to the program provided:

= No more than 50% of the total rate of contribution is required from employees; and

=  The employer provides written notice to all covered employees of the contribution
withholding at least 1 pay period prior to the commencement of the withholding.3

If an employer fails to deduct an employee’s share of the required contribution, they are considered
to have elected to pay the employee’s share for that period and cannot recoup the missed
deduction.

Employers with less than 15 employees are only required to remit 50% of the total contribution
rate.*

Contributions to FAMLI are remitted each quarter and employers are required to file quarterly wage
and hour reports with the DOL’s FAMLI Division (“Division”). Contributions are required to be paid
on or before the last day of the month immediately following each calendar quarter.®

Equivalent Private Plans

A covered employer can meet their obligations under the law by either participating in the state plan
or by maintaining an approved EPIP. An EPIP can either be fully insured through an approved
commercial insurer or self-funded.

An EPIP may not charge employees more than what is required under the state plan and must
provide the same or better benefits as the state plan. An EPIP must be submitted (with an
appropriate filing fee based on employer size) and approved by the Division and becomes effective
on the first day of the calendar quarter following the date of approval.® Approved EPIP applications
expire one year from the effective date of the EPIP and employers must re-apply at least 90 days
prior to the EPIP’s expiration.

If an employer chooses to self-fund their EPIP, the following requirements will apply:

= The employer must have at least 50 employees;”

3 An employer is permitted to pay the employees’ contributions provided they notify employees in writing of their intention to
do so.

4 Employer size is determined annually by averaging the number of employees to which the employer paid wages in each
quarter of the previous calendar year. Employees both in Maryland and in other states are counted for this purpose.

5 If contributions are late, employers are given a 30 day “cure period” during which delinquent contributions may only be
subject to an interest rate of 1.5% per month. If not cured, additional penalties could apply.

8 An employer is not relieved of its contribution obligations to the state plan until the effective date of the EPIP.

” Employers with less than 50 employees can still apply for a self-funded EPIP subject to certain additional requirements.
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= Proof of solvency must be provided by obtaining a sufficient surety bond;8 and

= Employee contribution withholdings must be deposited and held in a separate, dedicated
account® from which benefits are paid and subject to audits by the Division.

Employers with an EPIP are subject to additional reporting requirements which include quarterly
claims-level and employer-level data which must be submitted on or before the last day of the
month immediately following the close of the quarter. Employers are permitted to authorize EPIP
administrators (e.g., a commercial insurance carrier) to file the reports on their behalf.

An employer intending to apply for an EPIP may submit a DOI to the Division. A timely submitted
DOI will exempt the employer from contributions to the state plan during the initial contribution
period.°

Claims and Benefits

A covered employee is permitted to take FAMLI leave for the following reasons:

= To care for or bond with a child during the first 12 months following the child’s birth or
placement for adoption, foster care, or kinship care;

= To care for a family member with a serious health condition;
= To care for the employee’s own serious health condition;

= To care for a service member’s serious health condition arising from uniformed service
where the employee is their next of kin; and

= Qualifying military exigencies.

An eligible employee can generally apply for leave within 60 days of the anticipated beginning date
of leave and no later than 60 days after leave has begun. An application for FAMLI leave must be
accompanied by certain required documentation and/or certification of the need for leave
depending on the type of leave requested.

A covered employee can receive up to 12 weeks of FAMLI leave and an additional 12 weeks where
the employee previously received medical leave and later becomes eligible for bonding leave (or
vice-versa) per application year.'?

An employee’s benefit is calculated based on their average weekly wage, which is the employee’s
earned wages from the employer over the highest of the previous 4 completed calendar quarters
divided by 13. The FAMLI benefit will be the sum of:

= 90% of the claimant’s average weekly wage up to 65% of the state average weekly wage;
and

8 The surety bond must be issued by an approved company, in an approved format, and be in an amount equal to 1 year of
expected future benefits (the number of employees rounded up to the nearest 50 multiplied by 12 weeks multiplied by the
utilization rate multiplied by the maximum weekly benefit amount).

9 Employee withholdings cannot be commingled with other employer funds and must be separately accounted for.

"0 Failure to obtain EPIP approval following a DOI will result in automatic enroliment in the state plan and any contributions
that would have been required plus penalties and interest.

" For example, a request for leave to care for or bond with a new child must include either a birth certificate or
documentation of placement for adoption, foster care, or kinship care.

12 “Application year” means the 12-month period beginning on the Sunday of the calendar week in which FAMLI leave
begins.
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= 50% of the claimant’s average weekly wage that is greater than 65% of the state average
weekly wage up to the maximum weekly benefit amount.

Employees on FAMLI leave are entitled to job protection and must return to the same or equivalent
position upon their return from leave.'3

Coordination of Benefits

FMLA can run concurrently with FAMLI and may be used to reduce the maximum duration of
FAMLI leave where:

= The employee’s FMLA leave was also eligible for FAMLI;

=  The employer notified the employee of their potential eligibility for FAMLI when the
employee took FMLA; and

=  The employee did not apply for FAMLI leave.

Alternative FAMLI Purpose Leave (“AFPL”)'* can be required to be used concurrently with FAMLI
where the requirement is communicated in writing in advance and the AFPL is:

= Specifically designed to fulfill a purpose of FAMLI;

= Paid;

= Not accrued;

= Not subject to repayment if the employee leaves their position;

= Not available for general purposes; and

= Available without a requirement to exhaust another form of leave.
Where an employer provides general purpose leave (e.g., PTO) it cannot be required to be
substituted for FAMLI leave; however, the employer and employee can agree in writing to use

general purpose leave to supplement FAMLI benefits up to 100% of the employee’s average
weekly wage.

An individual receiving unemployment benefits from the state or worker's compensation benefits
(except in the case of benefits for permanent partial disability) is not eligible for FAMLI benefits.

Notice Requirements

Employers must provide notice of FAMLI benefits to covered employees:
= 6 months prior to the beginning of benefits (i.e., July 2027);
= Athire;
= Annually;

= 30 days prior to the effective date of any changes to the employer’'s FAMLI procedures or
plan; and

® An employee’s health benefits must also be maintained while on FAMLI leave.

4 “Alternative FAMLI purpose leave” means employer-provided leave specifically designated as a separate bank of time off
for medical leave, family leave, qualified exigency leave, or under a disability policy and that is not leave provided under
an EPIP.
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= When the employer knows that an employee’s leave request may be eligible for FAMLI.

The Division will publish model notices and forms that can be used by employers.

Employees must provide notice to the employer of the need for leave at least 30 days in advance
where the need is foreseeable. Where unforeseeable, notice must be provided as soon as
practicable. Employees are permitted to take intermittent leave and when intending to do so, the
employee must provide the employer with reasonable prior notice and make a reasonable effort to
schedule the leave so that it does not cause the employer significant difficulty or expense.

DECLARATION OF INTENT WINDOW

Employers intending to utilize an EPIP and wishing to be exempted from the initial contribution
period must file a DOI with the DOL between September 1, 2026, and November 15, 2026."® This
is not required if an employer intends to participate in the state plan.

EMPLOYER NEXT STEPS

Employers should begin to prepare for FAMLI implementation and consider the following:

= Review the regulations and determine whether their leave policies comply with the
regulations.

= Determine whether they will participate in the state plan or utilize an EPIP. If using an EPIP,
submit their DOI between September 1 and November 15, 2026.

= Register with the Division if covered by the law. Registration will open in Fall 2026 and is
necessary to submit required reporting, remit contributions, submit DOI, and EPIP
applications.

= Coordinate with employment counsel, leave administrators, payroll providers, and/or
commercial insurance carriers to ensure they are ready to begin administering contributions
by January 1, 2027, and paying benefits by no later than January 3, 2028.

RESOURCES

= For text of the regulations, please visit:
https://regs.maryland.gov/us/md/exec/comar/09.42.02.01#B(2)

= For more information on Maryland FAMLI, please visit: https://paidleave.maryland.gov

USI usi.com/locations

This summary is intended to convey general information and is not an exhaustive analysis. This information is subject to change as guidance
develops. USI does not provide legal or tax advice. For advice specific to your situation, please consult an attorney or other professional.

These materials are produced by USI Insurance Services for educational purposes only. Certain information contained in these materials is considered proprietary
information created by USI. Such information shall not be used in any way, directly or indirectly, detrimental to USI and/or their affiliates.

Neither USI nor any of its respective representatives or advisors has made or makes any representation or warranty, expressed or implied, as to the accuracy or
completeness of these materials. Neither USI nor their respective representatives or advisors shall have any liability resulting from the use of these materials or any
errors or omission therein. These materials provide general information for the use of our clients, potential clients, or that of our clients’ legal and tax advisors.

5 The DOI can be submitted at https://paidleave.maryland.gov.
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IRS Circular 230 Disclosure: US| Insurance Services and its affiliates do not provide tax advice. Accordingly, any discussion of U.S. tax matters contained herein
(including any attachments) is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone
unaffiliated with USI of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

© 2026 USI Insurance Services. All Rights Reserved.
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