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New Mexico’s oil production growth outpaces
Texas, driven largely by the state’s top 10

producers. Growth is slowing but remains high.
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State Oil Production Growth Rates
(year-over-year)
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Revenues exceed expectations as
boom continues.

FY19 Revenue Tracking vs. Forecast
(dollars in millions)
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Eddy and Lea counties and out-of-state receipts are producing
most of the growth in matched taxable gross receipts (MTGR)
across numerous industries. Rig counts are the primary

driver of MTGR in these areas.
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Top Industries With Most Growth
in MTGR, FY19 thru April
(Year-over-Year, in millions)
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New Mexico Rig Counts & Matched
Taxable Gross Receipts in Select Areas
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" How long will oil and natural gas
production growth last?

Lower 48 onshore crude oil production by region
(Reference case)
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What does this mean for New Mexico’s

general fund revenue outlook?
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* FY19 revenues are tracking about $280 million above the
December 2018 consensus forecast.

— If this holds, general fund FY19 ending reserve balances would be about 25
percent.

— Transfer to “rainy day fund” from excess oil and gas emergency school tax
revenue of about $200 million, up from the $123 million projected in the
forecast.

* Additional FY20 revenue above the prior forecast could mean
additional funding for non-recurring uses or higher reserves.

* Based on the December 2018 forecast for FY21 recurring
revenue, “new money” above FY20 recurring appropriations
would be about $580 million — this figure is expected to increase
in the August 2019 consensus forecast.
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Significant variance in production growth
outlooks creates future fiscal uncertainty.

New Mexico Natural Gas Production Outlook
Scenarios (billion cubic feet)
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Even with flat prices, large variance in
production outlook means large differences

- 1n general fund energy revenue outlook.

General Fund Energy Revenue Scenarios - Production
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When considering potential price changes,
variance in high and low production

scenarios increases significantlz.

° How does the state General Fund Energy Revenue Scenarios - Production
Taxes & Federal Mineral Leasing (in millions)
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