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Understanding State EinancialfRalicy;

General Fund Reserves

Because the New Mexico Constitution requires a balanced budget, state government maintains general fund re-
serves to cover any shortfalls if revenues are unexpectedly low or expenses are unexpectedly high. These rainy day
funds are measured as a percentage of recurring appropriations - planned ongoing spending. The general fund
reserves are made up of several distinct accounts: the operating reserve, tax stabilization reserve, appropriation
contingency fund, taxpayers dividend fund, and state support reserve fund.

Operating Reserve use if certain circumstances come into play, such as the start-

Revenues left at the end of the fiscal year are transferred to P of a new program moving faster than funded.

the operating reserve. If revenues come up short, Tobacco Settlement Per

the governor may trans.fer The tobacco settlement permanent fund was created
money from the opera.tmg Excess revenue left in the to hold payments to New Mexico from cigarette
reserve to cover authorized  general fund at the end of companies under the master settlement agreement
expenses. The amount the the year goes into the ;

) operating reserve. of 1998. Money in the tobacco settlement
governor - can trans.fer 1S 8% permanent fund is invested by the State
capped bY_ the Legislature \_ Investment Council and interest is cred-
each year in the General Ap- ited to the fund. The settlement pay-

Operating
Reserve

propriation Act. Once the operating Operating revenues ments are split, with half going
reserve fund hits 8 percent of the pri- exceeding 8 percent of Tax ’

, P . p. ongoing appropriations Stabilization to the permanent fund and half
or budget year’s recurring appropria- are transferred to the tax Reserve

spent directly on health and
education programs. The Leg-
islature may authorize spend-
ing from the fund for a budget

tions, the excess must be transferred to stabilization reserve. Q_
the tax stabilization reserve by law.

- g Tax stabilization reserves
Tax Stabilization Re exceeding 6 percent of the

Taxpayers
ividend Fund

Money in the tax stabilization reserve may previ_ous year's ongoing \ shortfall Only after balances in

only be appropriated if the governor declares it e ae i Sl es e all other reserve accounts have
. - the taxpayers dividend fund.

necessary and only with the vote of two-thirds been exhausted.

of both the House and Senate. When the tax State Support Fun

stabilization reserve balance reaches 6 percent of the previous
fiscal year’s recurring appropriations, state law requires the
transfer of the excess funds to the taxpayers dividend fund.

On the first day of each fiscal year, remaining balances
over $1 million in the public school district general obli-
gation bonds loan fund are transferred to the state support

Taxpayers Dividend Fund reserve fund. Money in that fund may only be used to aug-

If the tax stabilization reserve balance reaches 6 percent of the ment .app.roprlanons top pbl}c S?hOOI districts for the state
previous year’s recurring appropriations, the excess is trans- equalization guarantee distribution.

ferred to the taxpayers dividend fund. If the taxpayers divi- For More Information:

dend fund balance exceeds 1 percent of state personal income *The status of the New Mexico’s reserve accounts
tax collection (about $10 million), the governor must propose ) 56 el |7 e SEes el i el

R . summary, which is published on the State Board
a method to refund the balance to the state’s taxpayers in leg- of Finance’s website: http://www.nmsbof.state.
islation to be considered at the next legislative session. nm.us/gf/summary/;

» Statutes governing New Mexico’s general fund
" e
The Legislature authorizes revenue going in and out of the
appropriation contingency fund. A limited amount of the rev-
enue in the fund can also be spent when the governor declares
an emergency. The fund is mostly used to set aside money for
Legislative Finance Committee 325 Don Gaspar, Suite 101, Santa Fe, NM 87501 (505) 986-4550 legis.state.nm.us/Ics/Ifc/lfcdefault.asp




