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The Tax 

Stabilization 

Reserve operates 

as the state’s “rainy 

day fund.”
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Tax Stabilization Reserve-
Funding Mechanisms and Decision Tree
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▪ Funds are deposited into the tax stabilization reserve from the oil and gas emergency tax 
if (a) annual revenue exceeds the five-year average AND (b) reserves are LESS than 25%.

▪ Once the operating reserve fund hits 8 percent of the prior budget year’s recurring 
appropriations, the excess must be transferred to the tax stabilization reserve by law.

▪ Money in the tax stabilization reserve may only be appropriated if (1) the governor 
declares it necessary because of a shortfall and the House and Senate approve it with a 
simple majority vote, or (2) two-thirds vote of both the House and Senate.



The TSR receives revenue from excess oil and gas 

emergency school tax, investment gains and losses, and 

transfers from the operating reserve.
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New Mexico’s volatility and reliance on oil and gas revenues informs 
the need for reserves. 
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▪ New Mexico’s revenues are 
the 4th most volatile in the 
nation.

▪ Rainy day funds help the 
state prepare for oil and 
gas market shocks and 
economic downturns

▪ Stress-testing of the 
general fund revenues 
shows the state, on 
average, needs about 30 
percent in reserves to 
withstand an oil price 
shock lasting the current 
fiscal year to the middle of 
the budget year. 



Mechanisms that sort above-trend revenues for nonrecurring 
purposes have proved useful in other states and could prevent 

acceleration of out-year deficits. 

6

▪ Virginia – when general fund revenue 
growth exceeds the 6-year average, half is 
deposited into the rainy day fund.

SB 392 
(2021 

Regular 
Session)



Early Childhood Care and Education Fund -
Funding Mechanisms and Decision Tree
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▪ The fund aka the “Early Childhood Trust Fund (ECTF)” was created in the 2020 

regular session and endowed with $300 million on July 1, 2020. 

▪ The funds revenues are from the oil and gas emergency school tax, federal 

mineral leasing revenues, and gains/losses on investments.

▪ Distributions are made from the fund to a program fund that is non-reverting. 



Oil and gas prices and production have soared in New 
Mexico. 
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▪ Favorable prices and attractive economics have 

driven New Mexico’s production and revenue 

collections to record levels. 

0

1000

2000

3000

4000

5000

6000

0

500

1000

1500

2000

2500

J
a
n

-2
0
1
1

J
a
n

-2
0
1
2

J
a
n

-2
0
1
3

J
a
n

-2
0
1
4

J
a
n

-2
0
1
5

J
a
n

-2
0
1
6

J
a
n

-2
0
1
7

J
a
n

-2
0
1
8

J
a
n

-2
0
1
9

J
a
n

-2
0
2
0

J
a
n

-2
0
2
1

J
a
n

-2
0
2
2

T
e

x
a
s
 (

th
o
u
s
a
n
d
 b

a
rr

e
ls

 p
e
r 

d
a
y
)

T
h

o
u
s
a
n
d
 B

a
rr

e
ls

 p
e
r 

D
a
y
 (

E
x
c
lu

d
in

g
 T

e
x
a
s
)

Top Three Oil-Producing States                                    
(Thousand Barrels per Day - Jan 2011 through 

May 2022)

North Dakota New Mexico Texas

Source: EIA

$49.92 FY21 
Prelim

$86.50 FY22 Est.

$90.50 FY23 Est..

$3.40 FY21 Prelim.

$6.90 FY22 Est.

$6.95 FY23 Est.
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Oil and gas has soared above five-year averages for both the 
emergency school tax and federal mineral leasing payments, 

leading to large distributions to the ECTF.
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Distribution of Oil and Gas 
Emergency School Tax 

(in millions)

General Fund

TSR or ECE Trust Fund
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Distribution of Federal 
Mineral Leasing Payments   

(in millions)

General Fund

ECE Trust Fund
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Distributions from the Early Childhood Trust Fund are statutorily 
(9-29A-1) set.
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▪ Distributions are made from the fund 

to a program fund. The program 

fund is non-reverting. 

▪ The distribution was set to $20 

million in FY21.

▪ For FY22 and beyond, the greater of 

$30 million or five percent of the 

average calendar ending balance of 

the fund for the immediately 

preceding three calendar years.
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Early Childhood Care and Education Fund –
August 2022 Scenario
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▪ Over $2 billion by the end of 2022 and $4.8 billion by the end of 2023. 

▪ Preliminary FY22 reports show $1.5 billion in excess federal mineral leasing 

revenues and $1.3 billion in excess oil and gas school tax revenues. 

(in millions)

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027

Actual Actual Estimated Estimated Estimated Estimated Estimated Estimated 

Beginning Balance $300.0 $300.0 $314.1 $2,141.0 $4,828.8 $7,112.5 $8,345.6 $8,900.1

Gains & Losses $6.1 $34.1 $12.6 $85.6 $193.2 $284.5 $333.8 $356.0

Excess Federal Mineral Leasing $0.0 $0.0 $1,501.7 $1,347.9 $966.6 $566.4 $254.6 -$        

Excess OGAS School Tax* $0.0 $0.0 $342.7 $1,300.3 $1,245.3 $617.0 $304.2 $115.2

Distribution to ECE Program Fund $0.0 ($20.0) ($30.0) ($46.0) ($121.4) ($234.7) ($338.1) ($406.0)

Ending Balance $306.1 $314.1 $2,141.0 $4,828.8 $7,112.5 $8,345.6 $8,900.1 $8,965.3

Note: Investment return assumed at 4% and distributions occur on July 1, based on previous calendar year-ending balance.

FY21 FY22 FY23 FY24 FY25 FY26 FY27

Distribution to ECE Program Fund $0.00 $20.00 $30.00 $46.02 $121.40 $234.71 $338.12

Source: August 2022 Consensus Revenue Forecast

Early Childhood Trust Fund Forecast  - August 2022

*Excess OGAS School Tax distributed to Early Childhood Trust Fund if general fund reserves are at least 25% throughout forecast period, and distributions 

occur for prior f iscal year in January of the follow ing calendar year.



Thank you!
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For more information or questions:

Ismael Torres, Chief Economist, Legislative Finance Committee

Ismael.Torres@nmlegis.gov

Kelly Klundt, Principal Analyst (Early Childhood Programming), Legislative 

Finance Committee

Kelly.Klundt@nmlegis.gov

mailto:Ismael.Torres@nmlegis.gov
mailto:Kelly.Klundt@nmlegis.gov


Appendices 
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New Mexico’s Early Childhood System

14



New Mexico Early Childhood Education and Care 

Funding

▪ The New Mexico Legislature has significantly 
increased early childhood education and care 
funding since state fiscal year 2012. 

▪ Childcare Assistance, Early Prekindergarten, 
Prekindergarten, and Home-Visiting have been 
particular focuses of the legislature for 
increased funding, even in years of financial 
constraint. 

▪ Since FY15 early childhood funding has 
increased 157 percent. This is not including 
increases to other related early care support 
programs such as Early Head Start, Head Start, 
and WIC.
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New Mexico Births
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Recent Childcare Assistance Policy 

Changes 
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In April 2022, ECECD announced Childcare Assistance income 
eligibility would increase to 400 percent FPL and all co-payments 
would be waived. The department estimated this will cost upward of 
$60 million annually using non-recurring federal stimulus revenue. 

2022 Federal Poverty Levels
Household 

Size 
100% 150% 200% 250% 300% 350% 400%

1 $  13,590 $  20,385 $  27,180 $  33,975 $   40,770 $   47,565.0 $   54,360 

2 $  18,310 $  27,465 $  36,620 $  45,775 $   54,930 $   64,085.0 $   73,240 

3 $  23,030 $  34,545 $  46,060 $  57,575 $   69,090 $   80,605.0 $   92,120 

4 $  27,750 $  41,625 $  55,500 $  69,375 $   83,250 $   97,125.0 $ 111,000 

5 $  32,470 $  48,705 $  64,940 $  81,175 $   97,410 
$ 

113,645.0 $ 129,880 

6 $  37,190 $  55,785 $  74,380 $  92,975 $ 111,570 
$ 

130,165.0 $ 148,760 
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Childcare Assistance Enrollment, 

Average Cost, Income Eligibility 
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While childcare assistance average costs have continued to increase, enrollment has 
yet to reach pre-pandemic levels. Increased eligibility and the waiving of copayments 
will contribute to increased costs.



Prekindergarten
Early education program for 3- and 4-year-olds implemented by ECECD and PED

• NIEER: Four year study found impact 
on language, literacy, & math 
estimating a $6 to 1 ROI.

• LFC: Numerous studies have found 
impacts including:
– 11% increase in graduation rate for 

English learners and low-income 
participants

– Improved reading and math scores from 
K through 11th grades

– 50 percent reduction in grade retention
– 25 percent reduction in chronic 

absenteeism
– Higher rate of exiting special education
– $6 to 1 ROI using the NM Results First 

Model
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FY22 Operating Budget: $110.2 million

FY22 Estimated Capacity: 13,539 
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Childcare Assistance
A subsidy program implemented by CYFD for families with children 6 weeks to 13 whose families make less 

than 200% of the federal poverty level and who work or attend training and education programs  
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FY22 Operating Budget: $214.8 

million

FY22 Estimated Capacity: 22,000

• 2019 LFC evaluation found childcare 
participants saw the following benefits:
– Increased family income ($3,500)

– Increased well-child visits

– Increased dental visits

• Massive investments in quality: 
– Over a 100% increase in reimbursement 

rates for some age groups (infants)

– However, to date no research has found 
evidence of better outcomes with higher 
quality in NM.

• Weak evidence of impact on school 
readiness (both CCPI and LFC found 
impacts in Kindergarten but LFC found 
these impacts fade out by 3rd grade
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Home Visiting
Multiple programs (e.g. Nurse Family Partnerships, Parents as Teachers) dedicated to intensive parent education
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FY22 Operating Budget: $44.3* million
*up to $14.7 million could be leveraged from Medicaid 

home visiting pilot 

FY21 Estimated Capacity: 4,601 not 
including total Medicaid match 
availability  

• NM has several evidence-based/promising HV 
models including Nurse Family Partnership, 
Parents as Teachers, and First Born

• Generally speaking home visiting programs 
have positive impacts although type and 
magnitude of impact vary by program.

• Nationally home visiting programs have 
demonstrated impacts of improved child 
development, health, reduced child 
maltreatment among others.

• UNM’s CCPI has found home visiting to 
improve well-child visits and access to prenatal 
care, 
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Early Head Start (EHS) and Head Start (HS)
Federally funded programs to promote school readiness of children under the age of 5 by enhancing their 

cognitive, social, and emotional development.
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FY22 Operating Budget: $78.6 million

FY22 Estimated Capacity: 6,639 slots

• The What Works Clearinghouse (WWC) 
rates EHS and HS as promising.

• Research indicates that EHS can impact 
safety and child well being outcomes 
(22 NM programs)

• Research indicates HS can impact 
student achievement and development 
(29 NM programs)

• Federal requirements call for 50% of HS 
teachers to have a relevant BA degree.

• Such quality metrics may indicate 
lower impact of NM programs
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Stacking of Programs
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• It is unlikely that one 
program alone can close the 
achievement gap.

• Promising outcomes from 
stacking of programs but 
more research is needed.
– 2017 Early Childhood 

Accountability Report: 
Showed a narrowing of 
achievement gap for PreK
AND K3 Plus participants

– 2020 PreK Report: Better 
outcomes for children who 
participated in 3yo PreK AND 
4yo PreK


