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Honorable Members

Fifty-Sixth Legislature, First Session
State Capitol

Santa Fe, NM 87501

Dear Legislators:

With a second year of extraordinary revenue, the 2023 legislative session offered an opportunity to build on
the broad investments made in 2022. As passed by the Legislature and signed by the governor, the General
Appropriation Act of 2023 substantially expands access to infant and toddler childcare, as well as the parent-
supports program called Home Visiting. It revamps public school extended learning and expands funding for
prekindergarten through college, with $110 million more for state-run prekindergarten and scholarships that will
eliminate tuition costs for college students. It bolsters the child welfare system and the state’s healthcare system,
includes pay raises for public school teachers and state employees, boosts the rates paid to medical providers who
serve Medicaid patients, and allows for rebates for all taxpayers and tax incentives for some industries.

In total, the General Appropriation Act authorizes $9.57 billion in recurring general fund spending, a 14 percent
increase over the operating budget for the current year. In addition, the GAA provides nonrecurring funds of $1.98
billion for public infrastructure, to address healthcare needs in underserved areas, and to build capacity in the law
enforcement workforce. Nonrecurring spending includes $232 million for transportation projects and almost $70
million for water projects. One-time spending also includes $675 million in transfers into trusts funds, enabling
the state to plan for future revenue downturns.

I want to thank the committee and the staff for their hard work and diligence through the budget development
process. This document, which includes a review of the state’s financial outlook, is a summary of the impact of
the Legislature’s action during the 2023 legislative session. It is intended to provide policymakers and the public
with a useful perspective. I believe you will find it valuable.

Sincerely,

——

»47%?/

Senator George Mufioz
Chairman
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- FISscal Review anaga Outiook |

continuing economic recovery, robust inflation, and

strength in oil prices and production led state economists

to raise revenue estimates for the second consecutive year
in advance of the 2023 legislative session. Recurring revenues for
FY23 were estimated at almost $10.8 billion in the December
2022 estimate, up $928 million from the August estimate and up
$1.7 billion from estimates a year earlier. Fiscal year 24 recurring
revenues were estimated at almost $12 billion. “New money;,” or
projected recurring revenues for the following fiscal year less
current year recurring appropriations, was estimated at almost
$3.6 billion for FY24, representing 42.7 percent growth from the
FY23 recurring budget.

Fiscal year 2022 ended with $3.68 billion in general fund reserves, or about
49.3 percent of recurring appropriations. With record-breaking ‘“new money”
and large reserves, the Legislature passed extensive measures to improve the
state’s economic position and support programs. During the 2023 regular session,
lawmakers provided for over $1 billion in recurring tax changes to lower the
burden on businesses and consumers, over $1 billion in infrastructure and capital
outlay, and 14 percent recurring budget growth for state programs. The Legislature
also reduced the state’s future revenue reliance on oil and gas receipts by saving
more oil- and gas-related revenues in interest-earning accounts.

Lawmakers increased recurring budgets by almost 14 percent to $9.57 billion in
FY24. FY24 reserve balances are projected to end the fiscal year at 37.1 percent
of recurring appropriations after governor vetoes, including a substantial amount
vetoed from the tax package.

General Appropriation Act of 2023

New Mexico’s financial boom extended into the 2023 legislative session, with
even greater revenue growth than ever experienced in modern budgets. New
Mexico is projected to have $12 billion in general fund revenue in the 2023-2024
fiscal year, including $3.6 billion in recurring “new money.” The LFC recurring
budget recommendation totaled $9.4 billion, a 12 percent increase over the FY23
operating budget. About $413 million, or 5 percent, of the growth was driven by
the need to replace federal funds for Medicaid with state funds and the availability
of funds as a result of a voter-approved constitutional change to increase the
distribution of permanent school fund for early childhood education and public
school reforms.

The LFC budget plan included record-breaking nonrecurring appropriations and
transfers to permanent funds, which would generate future stable revenue, totaling
over $2 billion, a general fund set-aside of $650 million to finance capital outlay,
a $1 billion set-aside for tax code changes. The plan left reserves at 30 percent of
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planned spending, after the recommended removal of $333 million of the tobacco
settlement permanent fund out of the general fund reserve calculations.

The executive budget recommendation came in at very similar total spending
levels as LFC. However, most executive agency budget recommendations were
significantly higher than LFC’s, except for the Early Childhood Education and
Care Department, which had permanent school fund revenue, which is part of the
general fund, as a nonrecurring special appropriation. This allowed agency budget
recommendations to far exceed LFC while maintaining a slightly lower overall
recommended spending level. The executive recommendation topped LFC for
higher education again this year due to full recurring funding for the opportunity
scholarship, partially funded by LFC with a special appropriation due to cost
uncertainty. Finally, the LFC compensation plan funded average pay increases
of 5 percent all public employees, whereas the executive pay plan was less for
certain public employees.

The General Appropriation Act of 2023 (GAA) as passed by the Legislature
and signed by the governor authorizes $9.57 billion in recurring general fund
spending, a 14 percent increase over the FY23 operating budget. The act first
prioritizes historic human capital investments, from cradle to career, including
expanding access to infant and toddler childcare and parent-support home visits,
early childhood prekindergarten education, extended learning time in public
schools, and higher education through free tuition and expanded financial aid.

The GAA funds and expands programs known to improve the lives of New Mexicans,
efforts to improve service levels, and improved compensation for public education and
state government workers to keep salaries competitive and help with the recruitment
and retention of quality public servants. The challenged Child Protective Services
program would again receive sizable investments by the Legislature, including
funding to fill hundreds of existing and new social worker positions and funding
for evidence-based programs to modernize the state’s child welfare system. Finally,
the budget made significant investments to bolster the state’s healthcare system,
including large provider rate increases in Medicaid, notably for infant and maternal
health, behavioral health, and physician services. The budget plan left significant
revenue for tax code changes, most of which were vetoed, and one-time rebates.

The 2023 GAA provides another massive influx of nonrecurring spending as
well, including major investments in transportation, law enforcement, housing,
economic development, healthcare and services in rural areas, water and natural
resources, quality of life, and higher education. In addition, $475 million is
allocated to the severance tax permanent fund, where it will be invested to generate
revenue for future years. In separate legislation, the Legislature appropriated $100
million for disaster assistance loans for local governments and others awaiting
federal reimbursement from the devastating forest fires in 2022.

The governor struck parts of the GAA, and some funding contingent on the
passage of companion legislation was eliminated by the failure of the companion
legislation to pass. The governor signed the Legislature’s Supplemental General
Appropriations Act, also known as House Bill 2 Junior, which contained spending
recommended by individual legislators and governor totaling almost $100 million.




Economic Outlook

New Mexico has experienced record revenues in FY22 and FY23, with spikes in
oil and gas prices and production, growing incomes, strong consumer spending,
stubborn inflation, and rebounding employment all contributing. While strong state
revenues have inspired confidence in an economic recovery, persistent inflation,
federal reserve interest rate hikes, and global market instability inject uncertainty
into the outlook as economists look to possible recessions on the horizon.

New Mexico total employment in February, which contracted by 12.3 percent
during the pandemic, was down just 1,100 jobs, or about 0.1 percent from the
prepandemic peak. By April, unemployment had dropped to 3.5 percent, the
lowest it has been since before the 2008 recession and equal to the national rate.
With low unemployment, growing wages, and open jobs, New Mexico may be
approaching full employment. However, New Mexico’s labor force participation
rate—the share of working-age New Mexicans with or seeking jobs—is 56.5
percent, significantly lower than the national rate of 62.5 and still 2.2 percent
below prepandemic levels.

Over the last year, West Texas Intermediate oil prices have fallen from $120
per barrel, a price driven by concerns over war-related sanctions on Russian
and growing energy demand, to around $70 and $80 per barrel, remaining high
enough to continue to provide incentive for new oil production in New Mexico.
The state’s oil production continues to reach new records, with associated gas
production further propelling New Mexico’s energy bonanza. Recovery in the oil
and gas industry accounted for over two-thirds of the increase in expected general
fund revenues in the December 2022 consensus revenue update.

Legislation Affecting Revenues

In total, legislation passed during the 2023 regular session is estimated to reduce
recurring general fund revenue by $174.5 million in FY24, $827.6 million in
FY25, and $1.461 billion in FY26. An additional nonrecurring revenue reduction
of $666.8 million and $6.89 million is estimated in FY23 and FY24, respectively.

Tax Changes

Chapter 211, the signed version of the omnibus tax package contained in House Bill
547, was significantly pared back from the version passed by the Legislature. The
governor vetoed $280 million in recurring tax cuts in FY24, $520 million in FY25,
$755 million in FY26, and $901 million in FY27, significantly reducing the overall
cost—and impact—of the package. (See At a Glance: The 2023 Tax Package for
a summary of the bill prior to the gubernatorial vetoes.) After the vetoes, the tax
package contains only four tax changes: an expansion of the child tax credit, a one-
time income tax rebate, a healthcare practitioner gross receipts tax (GRT) deduction
for copays and deductibles, and an expansion of the film tax credit.

Chapter 211 increases the existing child tax credit for the lowest three income
levels from $175 to $600, $150 to $400, and $125 to $200. This section also adds
language to annually adjust the credit amounts to account for inflation, resulting
in an estimated revenue reduction of $102.6 million in FY?24. Indexing the credit
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At a Glance: The 2023 Tax Package

Prior to the governor’s vetoes, House Bill
547 would have cut up to an estimated
$1.138 billion in recurring revenues and
$673 million in nonrecurring revenues in a
series of tax changes, including
— $500 million GRT rate cuts by FY27
— $678 million for income tax rebates
— $150 million for income tax rate and
bracket restructure
— $7 million in revenue gains to create a
flat corporate income tax
— $35 million in revenue gains to limit
the capital gains deduction
— $128 million expanding the child
tax credit and the low-income
comprehensive tax rebate
— $67 million for targeted expenditures
for healthcare and childcare
— $25 million for targeted expenditures
for environmental initiatives
— $76 million for film industry incentives
— $174 million to redistribute motor
vehicle excise taxes to road funds
— $26 million to raise liquor tax rates
and redistribute receipts to alcohol
harms alleviation fund
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to inflation will ensure the real value of the credit does not erode over time as the
purchasing power of a dollar naturally declines.

Chapter 211 provides a temporary personal income tax (PIT) rebate to be paid to
all residents who filed state tax returns for tax year 2021. The rebate is $500 for
single filers and married individuals filing separate returns and $1,000 for married
individuals filing joint returns, heads of household, and surviving spouses. The
rebate is expected to cost $666.6 million in FY23 and $6.7 million in FY24. This
is the only nonrecurring revenue impact in the tax package. The Legislature has
passed a total of $1.627 billion in direct tax rebates across four rebates in FY22
and FY23.

Chapter 211 increases the benefits of the film tax credit, including raising the
cap for films not produced by New Mexico film partners, expanding subsidies
for nonresidents, and enhancing the benefit of filming in rural locations. Film tax
credits are estimated to take an average of nearly two years to pay out from the
general fund from the beginning of principal photography. Because of the lag, the
enhanced benefits are not expected to be a cost to the general fund until FY25. In
total, the expansion of the film tax credits will cost an estimated $61.5 million in
FY25, growing to $87.3 million by FY27.

Lastly, Chapter 211 expands the medical services GRT deduction to add all receipts
from a copayment or deductible paid by a patient to a healthcare practitioner for
commercial contract services provided under health insurance. Without this change,
healthcare providers would have to pay GRT on copays and deductibles because
they are not legally permitted to pass the tax on to the patient. This deduction will
cost approximately $39.3 million in FY24 in foregone recurring revenue.

Revenue Stabilization and Long-Term Planning

Following a year of study by the Legislative Finance Committee and the Revenue
Stabilization and Tax Policy Committee in the 2022 interim, the Legislature
unanimously passed and the governor signed Senate Bill 26 to address the fossil-
fuel-related volatility of the general fund and prepare for potential long-term
declines in oil and gas revenues.

Because the state continues to experience a short- to medium-term surge in
revenues resulting from the latest oil and gas boom, the Legislature initiated long-
term revenue and budget planning in accordance with national best practices. In
July 2022, the consensus revenue estimating group found long-term revenues
would be insufficient to keep up with inflation or the current budgetary and
revenue trends. The estimate highlighted oil and gas strength as driving current
revenues while later becoming a drag on revenue growth as global demand wanes.

Chapter 22 (Senate Bill 26) caps the amount of oil- and gas-related revenues
reaching the general fund from the oil and gas emergency school tax and federal
mineral leasing payments, the two largest sources of oil and gas revenues.
Revenues collected above the cap but below the five-year moving average will
be distributed to the severance tax permanent fund (STPF) beginning in FY25.
Because the new distributions to the permanent fund are only those revenues
below the five-year average, the early childhood trust fund is not affected and will
also continue to grow.



By capping those revenues in the general fund, Chapter 22 will reduce the general
fund reliance on oil and gas revenues over time, with an estimated 12 percent
reduction in total reliance over two years. Capping the revenues is also expected to
significantly reduce budgetary volatility because booms and busts in the industry
will first impact the distributions to the severance tax permanent fund before
impacting the general fund. Finally, the resulting distributions above the cap to
the permanent fund are intended and estimated to result in long-term, sustainable,
and steady general fund revenue growth, despite declining oil and gas production,
as investment earnings offset revenue losses.

Other General Fund Revenue Legislation

In addition to tax changes and revenue stabilizing legislation, the Legislature
passed multiple other bills that affect general fund revenues. Chapter 157 (House
Bill 353) authorizes the issuance of $267 million in tax increment development
district (TIDD) revenue bonds over 28 years to provide public infrastructure in
the 337-acre South Campus district in Albuquerque. This includes authorizing tax
distributions of 56.23 percent of the increment attributed to the state GRT within
the TIDD. This dedication of state GRT is expected to total $154.2 million by 2050.

Chapter 181 (Senate Bill 491) earmarks 10 percent of health insurance premium
tax revenue for the law enforcement protection fund. Without this change, the law
enforcement protection fund would receive revenues from an earmark only on
smaller insurance premium tax revenues. Chapter 181 adds the largest insurance
premium tax revenue source to that list. It is estimated to reduce the general fund
by over $20 million a year.

Other legislation affecting revenues includes earmarking $3 million of GRT
revenues for the aviation fund, updating nuisance penalties and procedures,
changing the Metro Development Act, making administrative and technical
changes to the tax code, and allowing racetrack revenue to be used for insurance.
In total, these pieces of legislation will reduce general fund revenues by an
estimated $5.7 million in FY24.

Other Revenue Legislation

In addition to affecting the general fund, legislation passed during the 2023
legislative session will also impact other state funds. Chapter 9 (Senate Bill 381)
accelerates the implementation of a 5 percent distribution to the housing trust fund
from the severance tax bonding fund from FY24 to FY23. Because this year’s
capital outlay appropriations do not use severance tax bonds and use general fund
instead, this change is expected to have no effect on capital outlay. However,
Chapter 9 will reduce transfers to the permanent fund in June 2023 by $37.53
million, which will be sent to the housing trust fund instead.

At the same time, the transfer to the severance tax permanent fund from unused
severance tax bond capacity will be increased due to Chapter 124 (Senate Bill
378), which provides for $92 million to be distributed annually from the severance
tax bonding fund to the severance tax permanent fund unless a lesser transfer
amount is needed for the Board of Finance to protect current bond holders. The
transfer reflects and captures the savings from the avoided debt issuance generated
from using general fund for capital outlay instead of severance tax bonds. The
distribution would occur on December 31 of each year from 2023 to 2033.
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Chapter 16 (House Bill 298) appropriates a total of $14.2 million from the public
project revolving loan fund to the drinking water state revolving loan fund, the
clean water state revolving loan fund, the cultural affairs facilities infrastructure
fund, and the local government planning fund to serve as state match for federal
funds. The $3.7 million appropriation to the clean water state revolving fund will
be used as state match to leverage an estimated $18.3 million in federal funds and
the $3.5 million appropriation to the drinking water state revolving fund will be
used to leverage up to $33 million in federal funds.

Chapter 26 (Senate Bill 9) creates the conservation legacy permanent fund, which
will be invested by the State Investment Council and distribute revenue to the
newly created land of enchantment legacy fund (LELF). Twenty-five percent of the
total balance of the LELF will be distributed to the Energy, Minerals and Natural
Resources Department, New Mexico Department of Agriculture, Environment
Department, Outdoor Recreation Division at the Economic Development
Department, Department of Cultural Affairs, and the Department of Game and
Fish for conservation-focused programs.

Chapter 166 (House Bill 527) creates two funds: the opioid settlement restricted
fund, which will house all opioid settlement revenues and receive future earnings
on the investment of those revenues; and the opioid crisis recovery fund, which
will receive distributions from the opioid settlement restricted fund and from
which the Legislature will appropriate for remediation uses in subsequent years.
The two funds operate in tandem. The restricted fund is managed by the State
Investment Council and makes 5 percent annual distributions to the opioid crisis
recovery fund in perpetuity, estimated between $5 million and $11 million per
year. This allows a nonrecurring revenue source to provide for recurring uses.

Fiscal Outlook

Despite the significant tax changes made during the session, many state tax issues
remain, including the need to broaden the tax base, modernize old tax structures,
increase business competitiveness, and update the tax code for inflation.

Various tax credits, deductions, and exemptions have narrowed the tax base and
encouraged high tax rates. While revenues are currently at record highs and the
erosion of the tax base is not an immediate concern, any shocks to the state’s main
revenue streams, namely oil and gas revenues, GRT, and income taxes, could
jeopardize current budget levels into the future. Narrowing the tax base, especially
with piecemeal or highly targeted tax breaks, often results in inequities in taxation
across demographics or income levels and creates uneven playing fields for
businesses providing the same products or services. Tax reform should include
a comprehensive review eliminating, capping, or adding sunsets to existing tax
expenditures to broaden the tax base and reduce tax rates.

In addition to broadening the tax base, the base could be better defined to
encourage economic development. High GRT rates and taxes levied at each stage
of business, called tax pyramiding, can discourage intermediary, value-adding
businesses to New Mexico’s economy. House Bill 547 (Chapter 211) would have
reduced the state GRT rate, but the governor vetoed those provisions. Broader rate
reductions and anti-pyramiding provisions are needed to make material progress.



While the state has increased its income tax progressivity, it has done so by providing
credits, deductions, and exemptions to targeted populations. This piecemeal
approach clouds the actual income tax burden across taxpayers. Over time, as
incomes rose with inflation and piecemeal legislation eliminated some brackets,
the income tax bracket structure has been rendered effectively flat. A large portion
of the tax base, 44 percent, falls into the second-highest tax bracket, or the fourth
out of five brackets, at a rate of 4.9 percent, while only 11 percent of taxpayers are
in the second and third brackets. Additionally, the income ranges of the brackets
are extremely compact at the bottom. The bottom three brackets apply to taxpayers
with annual incomes up to $16 thousand, while the fourth bracket applies to those
earning $16 thousand to $210 thousand. Expanding the income range and rates of
the lower brackets to be more gradual and include more taxpayers is needed to better
reflect the statewide distribution of income and provide needed tax relief to low- and
middle-income New Mexicans. The Legislature sought to address compaction in
income tax brackets in Houses Bill 547 but that section was vetoed by the governor.
As a result, New Mexico continues with essentially a flat income tax that does not
reflect the ability of taxpayers at varying incomes to pay.

Other tax reform provisions contained in the Legislature-approved tax package
that were vetoed by the governor include changing the corporate income tax to a
flat rate, leveling the playing field for all businesses, removing most capital gains
deductions from the tax code, and increasing the liquor excise tax for the first
time in nearly 30 years. Many of the vetoed tax changes will likely return to the
Legislature for consideration in future years.

Similarly, Senate Bill 178 may be reconsidered in future sessions because the bill
was vetoed despite passing both chambers with only one opposing vote. The bill
was sponsored by the Legislative Finance Committee and would have removed
the tobacco settlement permanent fund from the general fund reserves so the fund
could be invested with higher return targets and provide increasing distributions
to tobacco treatment and cessation. It also sought to reflect reserve balances more
accurately by showing only those accounts intended to be used in the event of a
revenue downturn.

As the world transitions away from fossil fuels, the state will likely need to
consider viable ways to bring wind, solar, and hydrogen-based energy into its
recurring tax base while balancing the taxation of renewable energy with the
state’s competitiveness for the industry to grow. As new markets are sought for
inclusion in the tax base, more study is needed to determine the optimal balance
between taxing and recruiting renewable energy production in New Mexico.

General Fund Financial Summary and FY23-FY25 Outlook

Due to a resurgent oil and gas market, general fund reserve balances ended the
2022 fiscal year at 49.3 percent, or $3.68 billion. Reserve balances were also
propped up by growth in GRT and income tax collections, especially as inflation
ratchets up the tax brought in by both.

With a projected FY23 revenue increase of 11.4 percent and $1.91 billion in
nonrecurring spending authorized in FY23, reserve balances are projected to
end FY23 at 35.3 percent of recurring appropriations, or $3 billion. Recurring
revenues, after accounting for legislation, are projected to grow 9.7 percent in

millions
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Fiscal Review and Outlook

FY24. As recurring appropriations grow 13.5 percent, or $1.14 billion, in FY24,
reserve balances for that fiscal year are estimated at 37.1 percent, or $3.55 billion.
Almost three-quarters of reserve balances are held in the tax stabilization reserve,
the state’s “rainy day fund” and most restrictive reserve account. The projected
reserve covers the amount the stress test of the December 2022 consensus forecast
estimated the state would need to weather another moderate recession and an oil
industry downturn for almost a year and a half.

Appendix G details expectations for future recurring general fund revenue and
appropriation amounts. The outlook uses projections from the December 2022
consensus revenue forecast and assumes public education spending will increase 4.5
percent, other state agency budgets will grow 3.5 percent to 4 percent, and Medicaid
expenditures will grow 6 percent. The outlook also considers legislation passed that
contains no appropriations but will have a recurring operating budget impact.

In total, the outlook projects general fund expenditures will increase $1.05 billion
in FY25, an 11 percent increase over FY24. Using these assumptions, spending
growth would leave about $1.5 billion in nonrecurring spending available,
according to the December 2022 forecast adjusted for 2023 legislation.

Recurring General Fund Revenue and Appropriation Annual Growth
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Child Well-Being

everal years of legislative work culminated in some of the

largest investments the state has ever made in child well-

being. With record state revenues, the early childhood
education and care fund grew faster and larger than most
expected, establishing it as a new, substantial revenue source for
child well-being far into the future. The new stream of revenue
relieved pressure on other funding sources, freeing them up for
uses in the Children, Youth and Families and Human Services
departments, among other areas. Investments in child well-being
comprised prekindergarten, home visiting parental supports,
children’s behavioral health, evidence-based child maltreatment
prevention, and enhanced recruitment and retention strategies
for the child protection workforce.

Early Childhood Education and Care Department

For FY24, the Legislature appropriated $327.6 million in recurring general fund
revenue for the Early Childhood Education and Care Department (ECECD), a
nearly 68 percent increase from the FY23 operating budget. A majority of the
increase came from revenues generated through a constitutional amendment that
increases distributions from the land grant permanent fund for early education. The
department will also receive an additional $150 million from the early childhood
trust fund to increase services for childcare assistance, tribal early childhood, and
workforce supports.

The Legislature provided over $100 million to expand prekindergarten for 3-year-
olds and 4-year-olds, increase the number of hours in a day for wrap-around care, and
add days for prekindergarten services. New Mexico prekindergarten,implemented
by private providers and public schools, originally was a half-day program,
but most prekindergarten programs now cover six hours a day of care for nine
months of the year. In FY23, the state contracted for 13,329 children to receive
prekindergarten services, including extended-day services. National reports
show significant declines in reading and math proficiency due to the pandemic;
the legislative funding prioritizes prekindergarten to improve young children’s
educational outcomes while providing more comprehensive care hours to allow
families to participate economically. Additionally, the funding also provides for
increased payments to prekindergarten providers and replaces federal Temporary
Assistance for Needy Families (TANF) funding. By replacing TANF transfers for
prekindergarten, the federal funding is available to provide other family supports,
such as child abuse prevention services.

Anticipating the depletion of the federal Covid-19 pandemic relief revenue that
had been supporting Childcare Assistance Program enhancements, the Legislature
increased federal funds and revenue from the general fund, opioid settlement, and
early childhood education and care fund to over $100 million. Average monthly




Child Well-Being

enrollment in Childcare Assistance, which subsidizes the cost of care for eligible
families, has increased significantly since a historical decline during the global
pandemic, doubling from 13 thousand in January 2021 to over 26 thousand in
January 2023. Average monthly enrollment in FY23 is running 23 percent above
enrollment in FY22, while the cost per child is up by 2 percent. Average monthly
enrollment ranged between 19 thousand and 20 thousand in the previous three
fiscal years. From 2020 through 2022, ECECD implemented several significant
policy changes that continue to drive increases in enrollment and the cost per child,
including expanded income eligibility, elimination of family copayments, and
rate increases. The department utilized nonrecurring federal pandemic response
revenue to fund these policy changes, which will be largely depleted by FY24.

Children, Youth and Families Department

For FY24, the Legislature sought to improve child outcomes by aligning the
department’s budget with national child welfare best practices and trends and
prioritized evidence-based strategies for maximizing family unity and preventing
the use of foster care, when appropriate, consistent with needed improvements
in response to the Kevin S. lawsuit settlement. With a nearly 10 percent increase
in funding from the general fund, newly reallocated federal TANF block grant
revenue, and a 14.1 percent increase in all funds to the Protective Services Program,
the Legislature expects to see improved performance through the adoption or
expansion of more evidence-based prevention programming and improvements
in workforce recruitment, retention, and development.

The Legislature equipped the department to address some of its workforce
challenges by including funding for appropriate placement salary adjustments,
ensuring the salary structure is internally aligned, and adding funding to fill at
least 60 full-time positions in the Protective Services and Behavioral Health
Services programs. Also addressing workforce, the Legislature included a $3
million nonrecurring special appropriation to support the department’s workforce
development plan, which should improve supports for front-line workers who
experience secondary trauma, expand training and professional development,
increase local recruitment campaigns, provide recruitment incentives for licensed
social work graduates, and improve mentorship and leadership development.

For evidence-based programming, a total of $15.9 million in federal TANF revenue
was included to fund supportive housing, adoption services, foster care services,
multilevel response system implementation, services for youth aging out of
foster care, family support services, family preservation services, evidence-based
prevention and intervention services, home services for children with behavioral
health challenges preventing placement, kinship support, and recruitment and
retention of foster families. An additional $7.6 million was included to match
with federal revenue for well-supported, supported, or promising programming as
included on the clearinghouse website for the Family First Prevention Services Act
or on the website for the California evidence-based clearinghouse for child welfare.

The Legislature also included nearly $4.3 million in general fund revenue for
evidence-based children’s behavioral health services for children in custody of
the department and a total of $12 million for infant and toddler medical services
and maternal and child health provider rate adjustments. These appropriations
are in the Human Services Department’s budget and will be matched with federal
Medicaid revenue.




olstered by record revenues, the Legislature seized the

opportunity to greatly expand access to student financial

aid and overhaul school funding to extend the school year.
Along with significant investments in higher education facilities
and equipment, the Legislature removed barriers to access public
school capital outlay dollars and increased funding for initiatives
intended to build up the state’s workforce—particularly in key
shortage areas.

Public Schools

Recurring FY24 general fund appropriations for public schools will reach $4.2
billion, an increase of $302 million, or 7.8 percent, over the prior year. The vast
majority of the growth will go toward operational, or state equalization guarantee
(SEQG), funding for schools in the form of increased salaries, new minimum salary
levels for principals and educational assistants, and higher employer contributions
to retirement and insurance benefits. Additionally, the FY24 budget will replace
existing K-5 Plus extended school year and Extended Learning Time (ELT)
programs with a more flexible K-12 Plus extended school year formula and a new
minimum requirement of 1,140 instructional hours for all schools. In addition to
extending the school year and increasing teacher salaries, the Legislature boosted
funding for at-risk student interventions, following the new permanent school
fund distribution approved by voters in 2022.

The Legislature further appropriated $373 million in nonrecurring funding for
public education interventions, including $183 million from the public education
reform fund for early literacy programs, special education, community schools,
teacher pipeline initiatives, and career technical education (CTE) programs, and
$150 million from the public school capital outlay fund for CTE infrastructure,
prekindergarten classrooms, security improvements, and school buses.

Operational Funding

At-Risk Student Interventions. Continuing efforts to address deficiencies
in the Martinez-Yazzie education sufficiency lawsuit, the state appropriated $32
million to increase funding for at-risk students and enacted Chapter 148 (House
Bill 199), which raised the at-risk student formula factor by 10 percent. Total
formula funding for at-risk students is expected to exceed $360 million in FY24.
To increase flexibility for spending family income index distributions to high
poverty schools, Chapter 23 (Senate Bill 3) removes restrictions to spend the
allocation on structured literacy interventions, evidence-based math interventions,
and at-risk student programming in equal amounts. Chapter 30 (Senate Bill 4)
requires all schools to provide free breakfast and lunch to all students, regardless
of income level, and Chapter 56 (House Bill 134) requires all schools to provide
free menstrual products.

K-12 Plus Programs. In response to declining participation in K-5 Plus and
ELT programs and a need for flexible expansion of instructional time, the state
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enacted Chapter 19 (House Bill 130) replacing the two calendar reform programs
with new K-12 Plus formula components. The new law increases the instructional
hour requirement for elementary and secondary schools to 1,140 hours but allows
up to 60 instructional hours in elementary schools and up to 30 instructional hours
in secondary schools to be counted as professional work time for educators. The
new law also includes two new K-12 Plus factors, providing incremental funding
for each instructional day provided by a school beyond 180 days and a higher
funding increment for days added beyond 190 days.

Wages and Benefits

Despite legislative action in recent years to raise educator compensation, the state
continues to report persistent vacancies and shortages in key areas, such as special
education. The General Appropriation Act (GAA) as adopted by the Legislature
included $261 million for educator compensation, including an initial 5 percent
average salary increase and flat 1 percent salary increase for all employees. However,
the governor’s partial veto of the term “average” effectively provides an across-the-
board salary increase of 6 percent for all employees. The GAA includes targeted
compensation, covering the costs of Chapter 14 (House Bill 127), which raises
minimum salaries for educational assistants from $12 thousand to $25 thousand, and
Chapter 145 (House Bill 181), which allows schools to generate formula funding to
pay National Board stipends for all licensed staff, instead of only for teachers.

In addition to raising at-risk student funding, Chapter 148 (House Bill 199)
increases principal minimum salaries by $3,500 and raises the fine arts formula
factor by 10 percent. Chapter 83 (House Bill 533) increases employer health
insurance contributions, bringing teacher health insurance costs in line with
all state employees. School personnel salaries should also grow in response to
additional instructional time requirements.

Capital Outlay Funding

In response to significant growth in bonding capacity and ongoing litigation in the
Zuni capital outlay adequacy lawsuit, the Legislature allocated public school capital
outlay funds toward several large statewide initiatives, including $16.7 million for
school bus replacements, $35 million for security improvements, and $65 million
for CTE and prekindergarten space and overall school building maintenance. To
support school meal quality, the GAA includes $20 million from the general fund
for food system improvements, which can include capital improvements.

Chapter 98 (Senate Bill 131) temporarily reduces the share of local school capital
project costs by one-third (or one-half for micro-districts with 200 students or
less) between FY24 and FY26. The bill also forgives and eliminates legislative
offsets and removes Impact Aid capital expenditures from the local-state match
formula. This new law will increase access to capital outlay funds for school
facility replacement and improvement, while providing the Legislature time to
evaluate the equity of existing funding structures for school capital outlay.

School Supports

Career Technical Education. The GAA quadruples CTE initiative funding
to $40 million in FY24. The operational and capital outlay funding for CTE




programs dovetails with Chapter 65 (House Bill 198), which allows federal
Bureau of Indian Education and tribally controlled schools to access state CTE
funding, and Chapter 128 (Senate Bill 417), which creates a teacher vocational
education license.

Educator Pipeline. Teacher residency funding has increased from an initial
pilot of $1 million in FY20 to $15.5 million in FY24. Additionally, the GAA
includes $2 million from the public education reform fund for residency pilots for
principals, social workers, and counselors.

Early Literacy. Early literacy support will increase from $8 million in FY23 to a
total of $13.5 million in FY24, aligning with Chapter 165 (House Bill 481), which
requires instructional materials purchased for early literacy to support structured
literacy training.

Other Supports. Chapter 177 (Senate Bill 383) aligns state background check
processes for school employees with federal law. Chapter 149 (House Bill 226)
exempts instructional material purchases from the Procurement Code. Chapter 161
(House Bill 401) updates state laws relating to educational technology. Chapter 33
(Senate Bill 120) authorizes open enrollment for military children. And Chapter
178 (Senate Bill 450) requires all school coaches to be trained in CPR.

Higher Education

. . . . . . Full-Time Equivalent
The Legislature appropriated $1.2 billion in recurring funding for colleges, Student Enrollment
universities, and the Higher Education Department (HED) in FY24, an increase of
$187 million, or 18.3 percent, over the FY23 operating budget. The vast majority
of the new funding, $134 million, was directed to the Opportunity Scholarship 78,000

Program. In addition, colleges and universities will receive $56.8 million to cover 76,000
the costs of providing a 6 percent salary increase to all state public employees. 74000
. . . 72,000
Student Financial Aid
70,000
The FY24 budget fully funds the estimated $146 million annual cost of the | I

80,000

Opportunity Scholarship Program from recurring appropriations, an increase of 68,000

$134 million. Additionally, the Legislature provided a supplemental appropriation 66,000

of $45 million to cover FY23 program costs. The opportunity scholarship, created 64,000

in 2022 to pay tuition and fees for both new and returning college students, was 62,000

estimated to cost approximately $115 million per year at the time of passage. 60,000

However, the FY24 cost was estimated at $146 million due to higher-than- Q2 4% D & g
predicted enrollment growth and tuition increases and the use of opportunity B S oS
scholarship funds to pay for bridge scholarships for students who will receive the Source: LFC Files

lottery scholarship in their second semester of college.

Because of the volatility in projecting costs of the opportunity scholarship program,
the Legislature funded the program with a mix of recurring and nonrecurring
funding in FY23.

The Opportunity Scholarship Program shifts a significant source of college and
university revenue from students to the state. Large tuition increases enacted after the
creation of the scholarship program in 2022 increased the financial burden on the state




and cost-containment measures were discussed in both legislative chambers. The House
Appropriations and Finance Commiittee included language in the General Appropriation
Act stating the appropriation for the opportunity scholarship was insufficient to cover
costs of the bridge scholarship and Senate Bill 494 sought to create a mechanism by
which general fund appropriations to higher education institutions would be reduced
if tuition increases were enacted after passage of the General Appropriation Act.
However, neither of these measures were adopted by the Legislature.

Other Aid. The Legislature continues to prioritize tuition assistance for healthcare
occupations, including through an increase of $3 million in recurring funding in the
HED base budget for the health professional loan repayment program in addition
to $10 million in nonrecurring appropriations for the program. A $10 million
nonrecurring appropriation was made to provide scholarships for graduates of

Higher Education New Mexico high schools enrolled in graduate programs in science, technology,

Institution General

Fund or mathematics. The Legislature continued using nonrecurring funding to produce
Aprpropriations recurring revenue streams by creating endowments for certain high-demand
(in millions) occupational fields, including $20 million for social work programs for financial
1,200 aid and paid practicums. HED will have to work with colleges and universities to
create rules governing the distribution of endowment and scholarship programs.
1,000
Recurring Appropriations
800 Instruction and General Operations. For FY24, the Legislature increased
the general fund appropriations for instruction and general operations (1&G) to
600 public colleges and universities by $26.5 million, or 3.3 percent. The budget
reflects LFC’s recommended increases for the institution base budgets, including
400 $7.2 million, or 1 percent, allocated through the funding formula, $7.7 million to
pay 85 percent of the cost of a scheduled 1 percent pension contribution increase,
200 $7 million for faculty salary increases, $2.5 million for student support services,
and $500 thousand each for Western and Eastern New Mexico universities to
; increase per student funding. These increases come in addition to the $56.8
§ g § § § § *§ million appropriated to pay the cost of a 6 percent compensation increase for

faculty and staff.

1&G is a funding designation that refers to generally unrestricted funds used for day-to-
day teaching and administrative operations. State appropriations make up the majority
of 1&G funds, but I&G revenues also include tuition and fees, federal appropriations,
grants, and revenue from enterprise services provided by the institution. When funding
compensation, the Legislature recognizes the other sources of revenue available to
institutions and does not pay 100 percent of the total 1&G cost. Rather, the Legislature
appropriates a portion of 1&G salary costs. The proportion of 1&G-covered salaries
covered by the Legislature increased from 52.8 percent in FY20 to 80 percent in FY?24.
Increasing the proportion of 1&G salary costs appropriated by the Legislature will
reduce the need of institutions to increase tuition to fund the salary increases.

Research and Public Service Projects (RPSP). The General Appropriation
Act includes increases of $23.2 million, or 13.1 percent, for RPSP and categorical
funding increases. The majority of the funding was directed to backfilling prior-year
appropriations for nursing programs and expanding healthcare workforce training,
$10.3 million, and for athletics programs, $4.7 million. Additional amounts were
provided for quasi-state agencies, such as $3.1 million for the Office of the Medical
Investigator and $710.6 thousand for the state Department of Agriculture.




Nonrecurring Appropriations

The Legislature made a number of nonrecurring appropriations to HED and to
individual institutions. Additionally, the General Appropriation Act includes
language that changes the source of funds for endowments appropriated in
2022 from the appropriation contingency fund to the general fund, reflecting
requests of higher education institution financial auditors. A list of nonrecurring
appropriations is below:

Nonrecurring General Fund Appropriations
(in thousands)

Entity Purpose Amount

HED Building Renewal and Replacement 20,000.0
HED Burrel College of Osteopathic Med. 1,000.0
HED Equipment Renewal and Replacement 3,000.0
HED Graduate STEM Scholarships 10,000.0
HED Health Prof. Loan Repayment 10,000.0
HED Study 1&G Funding 200.0
HED Mesalands Funding 2,250.0
HED Nursing Faculty Endowment 10,000.0
HED Public Service Law Loan Repayment 1,000.0
HED Public Health Programs 5,000.0
HED Social Work Endowments 20,000.0
HED Research Matching Funds 30,000.0
ONM Bioseienee-Authority-(vetoed) 25,6660
UNM HPV Registry 500.0
UNM Native American Studies Endowment 2,500.0
UNM Taos Campus Telescope 1,000.0
NMSU Ag. Modernization Furnishing/Equip. 1,500.0
NMSU Educator Prep. Endowment, DACC 1,000.0
NMSU Expand Online Programming 10,500.0
NMSU Reforestation Center 10,000.0
WNMU Experiential Learning Support 1,000.0
NMTech | Geothermal Energy 400.0
NMTech | Water Data Act 250.0
NMTech | Water Education 200.0
CNM Boot Camp Training Programs 500.0
LCC IT Equipment 250.0
LCC Workforce Training 483.5
HED Opportunity Shortfall 45,000.0
Total 187,533.5
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he 2023 General Appropriation Act includes a 19.3

percent general fund appropriation increase for the

Human Services Department, primarily for substantial
increases in Medicaid provider rates, and an 8.6 percent increase
for the Department of Health, primarily for services for people
with developmental disabilities.

Human Services Department

Fiscal year 2024 general fund appropriations total $1.6 billion for the Human
Services Department (HSD) across all programs, an increase of $260 million, or
19.4 percent, over the FY23 operating budget. Overall, the HSD budget for FY24,
including other state funds and federal funds, totals $10.5 billion.

Medicaid

The FY24 general fund appropriation for the Medicaid program totals over
$1.4 billion, an increase of 20.7 percent above the FY23 operating budget. The
General Appropriation Act (GAA) of 2023 increases general fund appropriations
for Medicaid by $245.6 million, including for Medicaid behavioral health. The
general fund appropriation for Medicaid administration is $23 million, an increase
of 26.5 percent over FY23. The Medicaid program’s funding increase supports
projections for Medicaid enrollment and the stepped-down enhanced federal
match rate associated with the public health emergency that declines through
the end of calendar year 2023. Notably, the FY24 funding for the Medicaid
program includes $98 million to increase provider, facility, nursing homes, and
rural healthcare rates up to 100 percent of Medicare rates, with primary care,
behavioral health, and maternal and child health targeted to increase up to 120
percent of Medicare rates. When matching federal funds are included, the rate
increases will total $443 million.

Overall, support for rural healthcare across agencies totals $364.4 million and
includes funding for rural health delivery and startup costs, rural and tribal
hospital support, and rate increases. For example, $10 million was appropriated
for coordination with HSD for startup costs to expand tribal-serving healthcare
and behavioral health services, including $3 million for transition costs to create a
critical access hospital in a tribal-serving community, and $1 million for expanding
a tribal-serving behavioral health clinic in Zuni.

Additionally, $152.8 million in state and federal funds was appropriated to
contract with rural regional hospitals, health clinics, providers and federally
qualified health centers to develop and expand primary care, maternal and child
health, and behavioral health services capacity in rural medically underserved
areas. The contracted entities must be enrolled Medicaid providers and propose
to deliver services eligible for Medicaid and Medicare reimbursement. HSD shall
ensure the contracted amounts for new or expanded healthcare services do not
duplicate existing services, are sufficient to cover start-up costs except for land
and construction costs, require coordination of care, are reconciled and audited,
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and meet performance standards and metrics established by the department. Any
unexpended balances remaining at the end of FY24 from this appropriation shall
not revert and may be expended through FY26. The department is directed to
require Medicaid managed care organizations to pay for department-defined
critical access hospital services, including the administration and developmental
costs of building service delivery satellite sites in rural underserved areas.

In January 2023, HSD projected an FY24 general fund need of $1.41 billion for
the Medicaid program, assuming the Medicaid eligibility redetermination process
for Medicaid enrollees’ eligibility begins in April 2023. For FY24, the Legislature
appropriated $1.43 billion from the general fund for Medicaid, $14.3 million
greater than HSD’s projected general fund need. Additionally, the Legislature
appropriated $21.3 million from the health care affordability fund to support the
Medicaid program’s adult expansion population.

Medicaid Enrollment. HSD reported 986,830 individuals enrolled in Medicaid
in September 2022, almost 47 percent of the state’s population and 18 percent
above the prepandemic enrollment levels of February 2020. The department
projects a total of 930,537 people will enroll in Medicaid at the end of FY24 and
peak in April 2023 with an estimated 997 thousand individuals. These projections
include an estimated 301 thousand adults in the expansion population, so-called
because eligibility was expanded to cover adults up to 138 percent of the federal
poverty level (FPL) under the federal Affordable Care Act. The annual income for
an individual at 138 percent of the FPL is $18.8 thousand.

The declining rate of growth in Medicaid enrollment projected for FY24 is
a residual effect of HSD’s compliance with federal maintenance of effort
requirements under the federally declared public health emergency (PHE). Under
the PHE, states received an additional 6.2 percent federal funds matching rate
for every quarter the federal government maintained the Covid-19 public health
emergency order and could not disenroll members. To date, the additional federal
matching funds will gradually reduce through the end of December 2023 with
the current public health order set to expire on May 11, 2023. HSD will begin
disenrolling ineligible people in April.

HSD notes some increase in labor force participation in FY24 along with the
PHE expiration will lead to declines in Medicaid enrollment, with a projected
85 thousand enrollees expected to be ineligible due to exceeding income limits.
But it will take individuals time to gradually come off the Medicaid Program, and
even with the assumption that 85 thousand will disenroll, it is projected Medicaid
enrollment will still exceed prepandemic levels by 80 thousand enrollees. Despite
substantial enrollment growth in Medicaid during the pandemic, the fiscal impact to
the state in FY20 through FY23 was offset by enhanced federal financial support.
The Medicaid program is projecting a $78 million general fund surplus for FY23.

Behavioral Health

The Medicaid Behavioral Health Program includes an additional $26 million in
general fund revenue for FY24 to support increasing provider rates up to 120
percent of Medicare rates and to fund evidence-based children’s behavioral
health services for children in custody and for residential crisis management and
transition services.

Enacted Health, Hospitals, and
Human Services Legislation

Chapter 204 (Senate Bill 7) provides
support for rural healthcare delivery
in parts of New Mexico often
underserved by available healthcare
options.

Chapter 205 (Senate Bill 16)
establishes the Health Care Authority
Department as a single unified
department at the current Human
Services Department responsible for
healthcare purchasing, regulation,
and policy with a goal to have
more effective management and
increased oversight of healthcare.
It aligns licensing and oversight
with the purchasing of healthcare
services and is slated to improve
transparency.

Chapter 206 (Senate Bill 51) is
a consumer protection bill and is
the result of the Prescription Drug
Taskforce that studied the increasing
cost of prescription drugs.

Chapter 109 (Senate Bill 245)
amends the Public Health Act to
allow for certain rural health facilities
to apply for rural emergency hospital
licensure to meet federal healthcare
reimbursement requirements.

Chapter 207 (Senate Bill 523)
amends the Medical Malpractice Act
to cap claims for independent health
care facilities, such as urgent care,
ambulatory surgical centers, and
free-standing emergency rooms that
are not hospital-controlled.
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Enacted Health, Hospitals, and
Human Services Legislation

Chapter 198 (House Bill 400)
calls for a study to create a state-
administered health coverage plan
(Medicaid Forward) to provide
health insurance coverage for
persons who are not otherwise
covered under Medicaid.

Chapter 166 (House Bill 527)
creates the opioid settlement
restricted fund and the opioid crisis
recovery fund to hold moneys that
are coming or have already come
to the state from settlement of
lawsuits against opioid distributors
and others.

Chapter 12 (House Bill 27), Chapter
50 (House Bill 53), Chapter 138
(House Bill 73), and Chapter
196 (House Bill 131) all expand
coverage under the New Mexico
insurance code, specifically for
breast exams, diabetic supplies,
biomarker testing, and prosthetics
and custom orthotics.

Chapter 66 (House Bill 209)
amends the Health Professional
Loan Repayment Act to update
the requirements for receiving
loan repayment when practicing in
underserved areas, provides that
the Higher Education Department
consult with the Department of
Health in designating areas as
underserved, and changes the
definition of “health professional’
to include all physicians.

Chapter 211 (House Bill 547)
provides for gross receipts
deductions for services provided
by health care practitioners.

House Memorial 5 requests the
Department of Health create a task
force to study requiring various
mental health and developmental
disability providers be trained
in the treatment of people with
developmental disabilities and co-
occurring mental health issues.

The Behavioral Health Services Division’s FY24 appropriation includes an
increase of $6.2 million in general fund support: $3.8 million for the 988 Crisis
Now hotline, $1.2 million for non-Medicaid behavioral health provider rate
increases, $1 million for the Linkages supportive housing program, $140 thousand
for the NMConnect IT application, and $100 thousand for local behavioral health
collaboratives.

The GAA also includes $6.5 million of opioid settlement revenue for HSD to
expand housing services and telehealth for people affected by opioid-use disorder,
for start-up and expansion of certified community behavioral health clinics, and
to expand screening, brief intervention, and referral to treatment programs.

The governor vetoed language in the act that would have required the Behavioral
Health Services Division to maintain funding for two substance use disorder
treatment programs in San Juan County.

Temporary Assistance for Needy Families

The HSD Income Support Division’s FY24 general fund appropriation grew
by $1.7 million, or 2.9 percent, over FY23. The increased funding includes $1
million to hire more frontline income support staff and $700 thousand to support
the division’s operations. The Legislature added $10 million in base recurring
Temporary Assistance for Needy Families (TANF) funds to support a 15 percent
increase in the TANF cash assistance maximum benefit.

The FY24 appropriation includes TANF transfers of $500 thousand for the
graduation, reality, and dual-role skills program (GRADS) at the Public Education
Department to expand services, including mentoring for teenage fathers.
Additionally, the appropriation includes a TANF transfer to the Higher Education
Department of $2 million to fund adult basic education and $ 1 million for integrated
education and training programs, including integrated basic education and skills
training programs. The TANF funds also support $31.5 million for transfer to the
Early Childhood Education and Care Department for childcare and $16.8 million
in TANF funds for transfer to the Children, Youth and Families Department for
supportive housing ($900 thousand), adoption and youth housing ($2.86 million),
and protective, prevention, and behavioral health services ($13 million).

Tobacco Settlement Funds

Total recurring tobacco program fund payments are expected to be $16.5 million
for FY24, plus a fund balance of $22 million. The Legislature appropriated $14
million in tobacco settlement fund balances to support Medicaid. The remaining
fund balance of $8 million was appropriated for transfer to the tobacco settlement
permanent fund contingent on passage of Senate Bill 178, which would have
clarified the tobacco fund is not a state reserve fund. However, the governor vetoed
Senate Bill 178, negating the transfer of the $8 million in tobacco settlement fund
balances to the tobacco settlement permanent fund.

The remainder of the tobacco settlement fund agency recipients—Indian Affairs
Department, Human Services Department, Department of Health, and University
of New Mexico Health Sciences Center—received appropriations from the
tobacco fund equivalent to FY23. The public health emergency has lessened the
need for general fund revenue to support spending increases.
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Significant Special Appropriations

The special appropriations section of the GAA includes language allowing the
HSD and the Department of Health to keep funds beyond the end of the fiscal
year to ensure the departments are able to fully leverage state and federal funds
derived from the federal Medicaid home- and community-based services waiver to
remove individuals from the waiting list for developmental disabilities Medicaid
waiver services.

The GAA also includes a special appropriation for $60 million in general
fund support and $20 million from the health care affordability fund for rural
healthcare development, $15 million for relief payments for low-income New
Mexicans who do not file income taxes, $4.1 million in general fund revenue for
the Supplemental Nutrition Assistance Program's (SNAP) settlement payment of
the federal overpayment claim, $2.5 million to provide individuals reentering the
community from incarceration with pre-release Medicaid supports, $1.4 million
from the general fund for effective deployment and utilization of the 988 Crisis
Now mobile crisis teams, $1 million in general fund support to ensure Medicaid
and SNAP clients are not concurrently enrolled in other states to receive services,
$1 million for the Linkages housing supports program, and $500 thousand to
study the Medicaid Forward buy-in plan.

The information technology section of the GAA includes $7.4 million from
the computer systems enhancement fund and $67.5 million in federal funds to
continue the implementation of the Medicaid management information system
replacement IT project (MMISR). Additionally, multiple previous appropriations
are extended for use through FY24 to continue support for MMISR and the child
support enforcement computer system.

The GAA includes additional supplemental health and human services
appropriations from the consumer settlement funds’ opioid settlement. HSD
was appropriated $2 million for housing assistance and $1 million to expand
telehealth services for people affected by opioid use disorder, $1.5 million for
start-up and expansion of certified community behavioral health clinics, and $2
million to expand screening, brief intervention and referral to treatment programs.

Department of Health

The FY24 general fund appropriations to the Department of Health (DOH) total
$383.5 million, an 8.6 percent increase over the adjusted FY23 operating budget.
The Facilities Management Program will receive an additional $2 million from
the general fund for personnel due to low census resulting in declining revenues,
$1.5 million for a targeted compensation increase for hard to recruit and retain
direct care staff, such as certified nursing assistants and psychiatric technicians.
The program, which runs several state hospitals and other facilities, continues to
experience significant declines in bed occupancy, resulting in reduced revenues
from third-party billings. Despite decreased occupancy, vacancy rates remained
relatively stable, resulting in pressure on the program operating budget. The
program will need to increase occupancy in FY24.

General fund appropriations for the Public Health Program include $11 million,
or 17.8 percent, including $2 million for an alcohol misuse program, $4.5 million
for school-based health centers, $2 million for family planning, and $1.8 million

Enacted Health, Hospitals, and
Human Services Legislation

Chapter 106 (Senate Bill 223)
updates the parental child support
schedule by agency rule and
strikes the child support schedule
in existing law.

Chapter 107 (Senate Bill 224)
allows parents to satisfy their
medical support obligation to
their children by enrolling them in
Medicaid.

Chapter 181 (Senate Bill 485)
allows a transportation network
company to connect a driver to
a rider to provide nonemergency
medical transportation services,
including for people on Medicaid.

Chapter49(SenateBill425)requires
establishment  of  medication-
assisted treatment programs in
county detention facilities and
expands such treatment programs
in state corrections facilities.

Chapter 95 (Senate Bill 92) expands
the scope of practice of pharmacy
to include administering devices
or supplies for prescribed drug
therapy and ordering, performing,
and interpreting tests waived under
the federal Clinical Laboratory
Improvement  Amendments  of
1988.

Chapter 117 (Senate Bill 310)
authorizes  specialized mental
health units to involuntarily admit
people under certain circumstances
and law enforcement officers to
detain and transport individuals to
these units involuntarily.

Chapter 48 (Senate Bill 397)
amends the Public Health Act to
allow for the creation of school-
based health centers.
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for medication-assisted treatment. The Public Health program also received $500
thousand from the general fund for personnel, $100 thousand for health councils,
and $150 thousand for latent tuberculosis treatment. In 2022, DOH released a
report on alcohol misuse in New Mexico. The report found New Mexico had
the highest alcohol-related death rate in the nation, nearly double the national
rate in 2020. In 2020, 1,878 deaths in the state were due to alcohol. Additionally,
excessive alcohol consumption can cause long-term health outcomes, such as
heart disease, cancer, liver disease, physical injury, anxiety, and depression.
Finally, the appropriation also includes $1.5 million in nonrecurring revenues for
the purchase of mobile school-based health centers.

The Developmental Disabilities Support Program (DDS) will receive a general
fund revenue increase of $10.2 million for rate increases. DDS oversees four home-
and community-based Medicaid waiver programs, so named because the services
are provided under a waiver to Medicaid’s general regulations: the comprehensive
Developmental Disabilities (DD) Waiver, Medically Fragile Waiver, and Mi Via
Self-Directed Waiver programs and the Community Supports Waiver Program.

In FY23, the state used temporary enhanced federal matching rates in combination
with federal provisions contained in the American Rescue Plan Act to increase
coverage, expand benefits, and adjust federal financing for state Medicaid
programs. The act temporarily increased federal matching rates by 10 percent for
Medicaid home- and community-based services (HCBS), including those under
the DD waiver. Additional federal revenue for all eligible HCBS is estimated to
be $500 million, which could be spread over three years; $277 million of this
revenue could be for DD waivers. In order to continue this policy the state will
need to provide large general fund investments beginning in FY25 of over $30
million increasing to over $90 million by FY27.

The GAA appropriation for the Health Certification, Licensing and Oversight
Program increases general fund revenues by over $2.4 million, or nearly 33 percent,
a majority of which is for personnel. The large increase is a result of expanded
oversight duties related to DD waiver services and oversight infrastructure for
hospitals, assisted living, nursing homes, and other community-based supported
and family living homes.
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he Legislature prioritized economic and workforce

development in the General Appropriation Act of 2023

by appropriating a total of $113.2 million in nonrecurring
appropriations to the Economic Development Department
for advanced energy projects, venture capital investments,
recreational trail infrastructure, and entrepreneur support, as well
as $18.5 million to the Tourism Department for advertising and a
$15.4 million general fund special appropriation to the Workforce
Solutions Department for energy transition workforce training.
The Economic Development, Tourism, and Workforce Solutions
departments also received significant increases in recurring
general fund revenue of 11 percent, 21 percent, and 3.5 percent,
respectively.

Economic Development Department

For FY24, the Legislature appropriated $17.4 million in recurring general fund
revenue to the Economic Development Department (EDD), an increase of 11.3
percent from the agency’s FY23 budget, investing in new and existing initiatives.
New recurring funding initiatives include an investment manager to manage federal
economic development grant moneys, a new program to certify local economic
development organizations, and $700 thousand for contract management for a new
film academy. The Legislature also bolstered long-standing agency programs by
increasing recurring funding for the Job Training Incentive program (JTIP) by $700
thousand (for a total of $6.7 million recurring funding for the program) and increasing
funding for certified business incubator programs to help support entrepreneurs.

The Legislature also appropriated $113.2 million in one-time funding for various
economic development initiatives. The General Appropriation Act (GAA) of
2023 includes $50 million in general fund revenue for public-private partnerships
related to advanced energy, $15 million for the venture capital investment fund to
improve access to capital for state businesses, $13 million for the Local Economic
Development Act fund (LEDA), $10 million to build and improve recreational
trails, $10 million for local MainStreet projects, $5.9 million for energy transition
economic assistance, and $3.7 million for JTIP. The Legislature also approved
$25 million for the Bioscience Authority to award grants to businesses in the
bioscience sector, which the governor vetoed.

Significant Legislation

Chapter 183 (House Bill 8) creates a Creative Industries Division and companion
fund within the Economic Development Department. Chapter 183 defines creative
industries as a business or person engaged in creative enterprises, which includes
performing arts, visual and literary arts, crafts and artisan professions, and
culinary arts. The division is charged with increasing and promoting economic

Major Economic and Tourism

Development New Investments

(dollars in thousands)

Initiative Total
Funding

Advanced Energy $50.000.0

Projects R

Business Incubators and $2.200.0

Entrepreneurship ’ '

Creative Industries $2,000.0

Economic Energy

Transition $5,900.0

Management of Film

Academy $500.0

Job Training Incentive

Program (JTIP) $3,000.0

Local Economic

Development Act $13,000.0

(LEDA)

Internal Marketing to

attract Businesses $500.0

Outdoor Equity Grants $1,000.0

Trail Infrastructure

Grants $10,000.0

Certified Economic

Developer Program $450.0

Southwest Border

Regional Commission $150.0

Venture Capital

Investment Fund $15,000.0

Tourism National

Marketing Campaign $ 15,0000

Local Tourism Marketing $3.500.0

Grants ’ '

Fundi y $25.666-0

MainStreet Local

Projects (Capital Outlay) $10,000.0

TOTAL $132,200.0




Economic and Workforce Development

Labor Force
Participation Rate of
Men

Ages 25-34
93%

91%
8%
82%
u NM

8
S

=1999 m2021

Source: WSD

Labor Force
Participation Rate of
Women

Ages 35-44
77%

76%
75%
I 71%
us NM

m 1999 »2021
Source: WSD

development and tourism within creative industries, supporting educational and
workforce training initiatives to facilitate creative industry growth, and supporting
entrepreneurs and small businesses in creative industries. Though the 2023 GAA
includes $2 million in nonrecurring funding for creative industries, the new
program will likely need recurring funding in future fiscal years.

The Legislature also passed House Bill 118, which would have created an Office
of Entrepreneurship within the Economic Development Department, but the bill
was vetoed by the governor, who cited existing programs to support business
development. The 2023 GAA includes a total of $400 thousand in general fund
revenue to support entrepreneurs in the state.

Tourism Department

The Tourism Department will receive $24.4 million from the general fund for
recurring appropriations, an increase of 21 percent from the agency’s FY23
general fund operating budget. This increase includes an additional $2.7 million
in recurring funding for marketing, funding for cooperative grants to local
governments, and increases in personnel funding to fill positions and improve
retention. For one-time funding, the department will receive $15 million for
national marketing and advertising and $3.5 million for a new tourism enterprise
fund to support local and regional tourism development.

Workforce Solutions Department

The Legislature adopted the FY24 LFC base budget recommendation for the
Workforce Solutions Department (WSD), increasing general fund revenue to the
agency by 3.5 percent. The general fund increase was primarily to fill vacancies
in the Workforce Technology Program. Additionally, in support of the 2019
Energy Transition Act (ETA), the department will receive $12.1 million from
energy transition bond proceeds and $15.4 million from the general fund through
a Chapter 208 (Senate Bill 192) appropriation.

The ETA requires the department to establish an energy transition displaced
worker assistance fund, develop a plan to assist workers displaced due to the
abandonment of an electricity generation station, assist employers to qualify
for tax relief, and pay the costs associated with displaced workers enrolling and
participating in certified apprenticeship programs in New Mexico.

Labor Force Participation

While unemployment rates largely recovered to prepandemic levels, the state’s
labor force participation is persistently low. If the state had the same workforce
participation rate as the rest of the United States, New Mexico would have close
to 100 thousand more workers. Social services, economic development, tax
rates, pension systems, the service industry, and virtually every other area of the
economy is impacted when there are fewer people working to support those who
do not work. Adding labor force participants is essential.

The National Conference of State Legislatures (NCSL) says states should focus
on strengthening workforce attraction, retention, and expansion programs. For
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example, some states are expanding access to higher education and workforce
development programs while working on strategies to keep workers in the
workforce by improving mental health access and worker accommodations.
Other states are working to recruit out-of-state workers by marketing their states
as desirable places to live and work. Additionally, many people involved in the
criminal justice system are not in the labor force; according to the U.S. Census,
national employment for these individuals has not recovered to levels prior to the
2008 recession.
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Firearm Legislation

The Legislature passed Chapter
5 (House Bill 9), a child-access
prevention law, and Chapter 195
(House Bill 306), which criminalized
purchasing guns for others who are
not allowed to legally possess them
or in furtherance of a crime.

DPS Nonrecurring Appropriations

DPS also received significant
nonrecurring appropriations in the
GAA, including

e $1.5 million for equipment;

e $500 thousand for
enforcement operations; and

drug

e $500 thousand for a job task
analysis.

Additionally, DPS received $425
thousand for the Law Enforcement
Academy through Chapter 208
(Senate Bill 192).

ew Mexico’s high crime rates continued to raise

concerns at the Legislature, and lawmakers addressed

several evidence-based policy areas. The session saw a
concentrated effort on gun crime, resulting in two successful bills
restricting gun ownership and sales. The Legislature invested in
law enforcement and criminal justice partners, expanding the
available workforce and improving accountability. Policymakers
prioritized diversion programs to provide alternatives to
traditional criminal justice systems and increased funding for
courts, public defenders, district attorneys, and evidence-based
programs addressing victims' needs. Continued efforts toward
balanced criminal justice reform should move the state away
from a reactive approach to a system focused on prevention
and ensure the judiciary delivers swift and certain justice while
protecting the rights of victims and the accused.

Effective Policing

During the 2023 legislative session, the Legislature built on investments in law
enforcement and changes in law enforcement officer training and oversight from
the 2022 legislative session. This year, investments focused on growing the
available workforce for officers and positions supporting those officers while
also building up the new entities that will be overseeing training and certification
starting in FY24. Statutory changes amended these entities’ membership and
created additional requirements regarding law enforcement uses of force.

Department of Public Safety

The Department of Public Safety (DPS) will receive a total recurring budget of
$194.5 million for FY24 through the General Appropriation Act of 2023 (GAA),
an increase of $14.5 million compared with FY23 that includes a $9.1 million, or 6
percent, increase in general fund revenue. The department’s FY24 budget supports
pay increases to properly place state police officers in the correct pay rank step based
on their years of service, provides $1.2 million to increase dispatcher pay, adds
positions to key areas while also providing funding to increase pay for employees
in those areas and fill vacancies, staffs the new Law Enforcement Standards and
Training Council and the Law Enforcement Certification Board (which will be
created at the beginning of FY24), and adds five new victim advocate positions to
work with the State Police.

Law Enforcement

During the 2023 legislative session, the Legislature made significant investments
in law enforcement across the state, providing funding for recruitment and
retention, warrant enforcement, and equipment, as well as ensuring the solvency
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of the law enforcement protection fund (LEPF). The Legislature also made minor
adjustments to law enforcement training and oversight provisions in advance of
more significant changes from the 2022 session set to take effect in FY24.

Chapter 188 (House Bill 357) creates a new program to grow the state’s law
enforcement workforce, and the GAA includes almost $90 million for recruitment
and retention programs, including for noncommissioned staff. However, $57
million of these funds were appropriated without any conditions or guardrails, and
that investment should be carefully monitored to ensure the money is distributed
fairly and effectively. Additionally, Chapter 182 (Senate Bill 491) earmarks 10
percent of health insurance premium tax revenue for the LEPF, providing about
$22 million in additional recurring revenue to the fund after substantial revenue
declines rendered the fund unable to sustain prior expansions to the program.

Chapter 86 (Senate Bills 19 and 252) makes changes to statutes related to law
enforcement officer and public safety dispatcher training, certification, and
oversight and regulates the use of physical force by law enforcement officers. Some
of the most significant changes include amending the membership of the entities
overseeing training and certification, requiring the creation of a public database
showing the outcomes of adjudicated misconducted investigations, requiring law
enforcement agencies to develop and maintain use-of-force policies, prohibiting
certain uses of force, providing penalties for unlawful uses of force, and creating
duty for officers to intervene to prevent the use of excessive force.

Diversion and Early Intervention

Pretrial Services and Diversion

Many bills introduced this session sought to change the state’s policies regarding
pretrial detention. Many centered on rebuttable presumptions, which place the
burden on the defense to prove that the defendant can be released. These were
unsuccessful. Academic studies and LFC analysis have demonstrated such
policies are unlikely to reduce violent crime while generating additional costs for
counties and raising constitutionality concerns.

The Legislature continued its investment in the pretrial services system with $1.7
million across seven judicial districts to continue and enhance current pretrial
operations. The Administrative Office of the Courts continues to work toward
unified statewide implementation of pretrial justice best practices by FY25.

The GAA contains several appropriations designed to aid the treatment and
diversion mechanism of the judiciary, including $4 million for universal screening
to implement a risk-needs-responsivity (RNR) framework. Many national
researchers support the RNR framework in the justice system to improve treatment
and outcomes.

Intervention and Prevention

The criminal justice system often deals with the downstream effects of failures
outside the system, and a broader view of public safety requires examining the
impact of such factors on crime. Many approaches outside the system serve as
effective deterrents, helping to prevent crime, not simply addressing its effects.

Workforce Capacity Building

Workforce issues are pervasive
across the criminal justice system,
leading to reduced enforcement of
crimes and slower case adjudications.
Chapter 188 (House Bill 357)
seeks to ameliorate these issues
in three key areas of the system:
law enforcement, prosecution and
defense, and incarceration.

Chapter 188 creates the Ilaw
enforcement  workforce  capacity
building fund, the public attorney
workforce capacity building fund,
and the detention and corrections
workforce capacity building
fund, which aim to increase the
available workforce among law
enforcement officers, prosecutors,
public defenders, and detention
and correctional officers. The 2023
GAA includes $36.5 million in
appropriations for two of these funds:
$32.5 million for the law enforcement
workforce capacity building fund
and $4 million for the public attorney
workforce capacity building fund
(including $2 million each for
prosecutors and public defenders).

Investments in Law
Enforcement Agencies

Statewide*
(in thousands)

Purpose Amount
Workforce capacity
building $32,500.0
Other recruitment $57.000.0
and retention ,UUU.
Warrant
enforcement $10,000.0
Equipment $5,055.0
LEPF FY23 shortfall $8,200.0
LEPF ongoing
funding** $22,500.0
Survivors fund $4,000.0
Other $200.0
Total $139,455.0

*Excludes funding directed solely
to state police or DPS.

**Represents a recurring revenue
decrease (all others represent
nonrecurring appropriations).

Source: LFC files
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Percent of Crimes
Reported to Police
Nationwide

Vehicle theft 7% 23%

Violent crime
with weapon 61% 40%

Aggravated
Assualt 61% 40%

Robbery 60% 40%

Domestic
violence

49% 51%

Burglary FEFEA 59%

Property crime  [&iE/) 69%

u Reported Unreported

Source: National Crime Victimization
Survey, 2021
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Increased healthcare coverage and improved access to behavioral health
services and treatment for vulnerable populations are shown to reduce crime and
recidivism. The GAA contains a $21 million appropriation to begin to remediate
damages done from the opioid crisis, comprising $9 million to improve direct
service provision, including investments in medication-assisted treatment ($4.5
million) and behavioral health initiatives ($2.5 million), and $12 million to
enhance systems designed to address consequences of the opioid crisis. The GAA
also funds a $2.5 million reentry support pilot at the Human Services Department
(HSD) for individuals reentering the community from incarceration to provide
pre-release Medicaid capacity, connection to services, and housing support.

The Legislature appropriated $3 million over two years for crime reduction grants
overseen by the Sentencing Commission, which provide a mechanism to promote
innovations for criminal justice reform at a local level with the goal of reducing
crime and improving public safety. Chapter 60 (House Bill 175) expanded the
allowable purposes of the grants to include digitization of records and improved
statewide data integration and created a nonreverting fund to allow grants to be
administered over a longer timeframe.

Reducing Repeat Offenses and Recidivism

Although the FY24 budget for the Corrections Department (NMCD) did not see
many changes during the 2023 session, the Legislature passed several statutory
changes anticipated to substantially impact the agency’s operations and the overall
prison population. However, the governor vetoed the most significant changes to
probation and parole. Additionally, the governor vetoed Senate Bill 187, which
would have removed drug possession convictions from consideration as prior
felony convictions for the habitual offender sentencing enhancement and likely
would have resulted in shorter sentences for many offenders.

Corrections Department

NMCD’s FY24 general fund appropriation will increase by just $614 thousand (0.2
percent) compared with FY23, with no net change in the agency’s other funding
sources. However, the agency did receive a $27 million nonrecurring appropriation
(including $20 million from the general fund) to continue its project to treat hepatitis C
among the inmate population over the next three years. Additionally, the GAA contains
$1 million in opioid settlement funds for NMCD to implement medication-assisted
treatment (MAT) in prisons, which new legislation requires the department to provide
for all eligible inmates by the end of FY26.

Probation and Parole

Changes to the state’s systems of probation and parole passed during the 2023
legislative session were anticipated tosignificantly reducethe size ofthe incarcerated
population, but opposition voiced by district attorneys led the governor to veto
the most impactful change. Senate Bill 84 would have substantially revised the
system governing violations of probation or parole conditions, creating a separate
process for technical violations requiring the imposition of graduated sanctions
prior to allowing an offender to be incarcerated or have their parole revoked.
These changes were anticipated to significantly reduce recidivism, resulting in
projected savings of over $20 million. As with the 2019 veto of House Bill 564,

Source: NMSC, NMCD
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which sought to make similar changes, the governor encouraged stakeholders to
collaborate on future reform proposals.

Nevertheless, some changes to the state’s parole system were signed into law, which
should result in moderate reductions in prison populations and reincarceration.
Chapter 89 (Senate Bill 29) transfers much of the authority to determine if an
inmate is eligible for medical or geriatric parole from the Parole Board to NMCD.
Among other provisions, the bill creates a would presume—with certain guardrails—
that geriatric, permanently incapacitated, or terminally ill inmates are eligible for
medical or geriatric parole and substantially restricts the circumstances under
which the Parole Board may override NMCD’s recommendation. Chapter 89 is
likely to increase applications and approvals in FY24. Additionally, Chapter 24
(Senate Bill 64) eliminates sentences of life without parole for youthful offenders
and entitles offenders to parole and parole hearings, which applies retroactively.

Medication-Assisted Treatment

Increasing the use of effective substance-use disorder treatment in prisons is anticipated
to reduce reincarceration. Multiple LFC program evaluations have recommended
expanding MAT in New Mexico, both inside and outside prisons. MAT is the standard
of care for opioid disorders, and its use with psychosocial counseling has been shown
to be safer and more effective than counseling alone. Ensuring the standard of care is
delivered to inmates will require a system including screenings, access to MAT while
in custody, and reentry services that effectively support ongoing recovery as offenders
reintegrate into society.

Chapter 49 (Senate Bill 425) requires NMCD to provide MAT to all inmates with
MAT prescriptions by the end of calendar year 2025 and to all inmates by the end
of FY26. NMCD has previously only provided MAT to pregnant women already
undergoing such treatment, a very small fraction of the population that could benefit
from the program, although the department recently received a grant from HSD to
develop a pilot to treat other populations.

Judiciary Efficiency and Effectiveness

Lawmakers prioritized investing in systems to reduce crime and promote the
equal application of justice this session, with courts, public defenders, and district
attorneys each receiving their largest recurring budget increases in over a decade.
The Legislature also invested in several nonrecurring initiatives to improve
efficiency, strengthen recruitment and retention, and improve critical programs
like pretrial detention and treatment courts.

Courts

Like all criminal justice partners, court staff received a targeted compensation
increase to improve competitiveness. Judicial staff will receive an 8 percent pay
increase in FY24, 2 percent higher than the statewide compensation increase.
For the second consecutive year, the governor vetoed a bill that would decouple
magistrate judge salaries from metropolitan court judges and would tie salary
increases for all judges to the federal salary schedule. The legislation (Senate Bill
2) was a judicial and legislative priority, and $2 million for an 8 percent targeted
salary increase for judges statewide was contingent on its enactment.

NMCD Oversight

A proposal to provide additional
oversight for NMCD through an
independent oversight board (House
Bill 297) was unsuccessful this
session. Previous sessions have
seen similar proposals, and ensuring
effecive  NMCD oversight has
been a focus of the interim Courts,
Corrections and Justice Committee.
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The GAA appropriates $16 million
for hybrid court hearings, which will
produce savings for all judicial branch
partners by reducing transcription
costs.

Public Defender
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New Crime Legislation

In addition to new crimes aimed at
reducing gun violence, new crimes
were created by Chapter 42 (Senate
Bill 215), which establishes the crimes
of bestiality, promoting bestiality,
and aggravated bestiality (fourth- or
third-degree  felonies, depending
on the specific circumstances), and
by Chapter 194 (House Bill 234),
which provides for aggregation of
the value of shoplifting merchandise
shoplifted for penalty assessment
and creates the new crimes of
aggravated shoplifting (a third-degree
felony) and organized retail crime (a
second-degree felony). Additionally,
Chapter 32 (Senate Bill 43) expands
the scope of the crime of intimidation
in the Election Code to include acts
against employees and agents of the
Secretary of State, County Clerks’,
and Municipal Clerks’ offices or the
officials themselves.

Lawmakers chose to eliminate state-mandated post-adjudication fees assessed in
criminal and traffic cases. Beginning in FY25, Chapter 184 (House Bill 139) eliminates
13 fees that currently provide revenue to a range of agencies and functions, including
domestic violence offender treatment, detention officer training, and for a variety of
court uses. The Legislature will need to appropriate funds to continue these services.

Prosecution

District attorney offices received the largest year-over-year appropriation increase
in over a decade, with record recurring investments in compensation and one-time
investments in recruitment and retention. Staff and attorneys in 13 of the 14 district
attorney offices will receive an 8 percent compensation increase, 2 percent greater
than the statewide salary increase. District attorney offices will also benefit from a $2
million appropriation for a statewide recruitment and retention effort in collaboration
with the Law Offices of the Public Defender (LOPD).

Rights of Victims and the Accused

This session, lawmakers continued to focus on funding evidence-based programs
to address victims’ needs, with increased investments in domestic violence
services, sexual assault services, and victim advocates. At the same time, the
Legislature prioritized ensuring those accused of crimes receive an adequate and
effective defense with targeted investments in the state’s public defenders.

Victim Services

Issues with victim cooperation are a leading cause of criminal case dismissals,
and adequately addressing victims' needs may improve their cooperation with
prosecutors. During the 2023 legislative session, lawmakers significantly
increased funding for a variety of victim services and support. The GAA and
Chapter 208 (Senate Bill 192) include $635 thousand for victim advocates and
together provide $1 million in recurring funds for sexual assault services and $2.9
million in nonrecurring funds for sexual assault and other victim services.

Notably, the governor partially vetoed language in the Crime Victims Reparation
Commission (CVRC) budget constraining the use of crime victim reparation fund
balance to direct victim payments, claiming the language restricted the commission
from using the funds to fulfill its statutory purpose. This language was added in
response to CVRC using fund balance to pay victim services providers in FY20, which
may not be an allowable use of the fund.

Public Defense

The 2023 GAA includes $5 million for compensation for public defender
attorneys and staff. Including statewide compensation, the average raise available
to all employees is about 17.5 percent, although LOPD may choose to target those
raises to promote pay equity or retention. The GAA also includes $1.9 million
for contract attorneys, and $750 thousand to add 8 new FTE. LOPD will also be
administering a statewide program to help grow the public attorney workload
alongside the Administrative Office of the District Attorneys with $2 million set
aside for recruiting and retaining public defenders.
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s adopted by the Legislature and partially vetoed by the ]

. . . e 2023 Capital Outlay
governor, the capital outlay bill authorizes $1.2 billion All Funding Sources
from the general fund and other state funds for state Total $1,542.3

and local infrastructure projects. Separately, additional funding (in millions)

will be available during the interim to local capital projects
through funds for roads, public schools, water, colonias, and
tribal infrastructure. Those funds that receive earmarked bond
proceeds will see historically large distributions in 2023, with
$135.1 million to the water project fund, $67.6 million to both
the colonias and tribal infrastructure funds, and $37.5 million to
the housing trust fund. Chapter 9 (Senate Bill 381) authorized
the new housing trust fund earmark to begin in 2023 rather

than 2024. = General Fund

A surplus of nonrecurring general fund revenues related to historically high oil and . Egrﬁf&c&m Bond

gas production allowed the Legislature to use cash for 2023 capital projects rather . Other State Funds

than rely on bonding. Paying cash generates long-term savings by eliminating

the cost of interest. Additionally, the severance tax revenues that would typically Source: LFC Files

be dedicated to paying down debt will instead be transferred to the severance
tax permanent fund to increase recurring general fund revenue in future years.
Chapter 124 (Senate Bill 378) ensures the state realizes this benefit by requiring
an annual distribution of $92 million from the severance tax bonding fund to the
severance tax permanent fund for 10 years, an amount equal to the long-term debt
service avoided by not issuing severance tax bonds for capital outlay. Statutory
earmarks on severance tax bond capacity will continue.

From the capital outlay bill (Chapter 199, House Bill 505), the governor vetoed
$260 thousand for three projects of the 1,497 authorized by the Legislature.
All three vetoed appropriations were for projects in Bernalillo County. The
governor struck partial language

from another 15 projects. In her veto Long-Term Benefit to the General Fund of Chapter 124
message, the governor said the vetoes (SB378)
addressed underfunding, violations of 2800
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Major Statewide Capital

Appropriations
Project Amount
Behavpral Health Institute, $68.000,000
Forensic Unit
Career Technical Education,
Prekindergarten, and
Maintenance Distribution to $65,000,000
Public Schools
Public School Security
Distribution $35,000,000
Lower Rio Grande Aquifer $30.000.000
Recovery ’ '
Statewide Public Safety
Radio Communications $26,000,000
District Court Construction
Cost-Share $20,000,000
Repairs to State Prisons $20,000,000
Curry County Magistrate
Court $14,000,000
MainStreet Capital Outlay
Program $10,000,000
Central New Mexico
Community College Trades $7,300,000
Facility
New Mexico State University
Chemistry Building $6,977,513
University of New Mexico
Comprehensive Cancer $5,000,000
Center
New Mexico Highlands
University, Sininger Hall $4,500,000
Renovation

Increased Capital Project Management Capacity in HB2

Source: LFC files

entities continued to exceed available funding. Requests totaled an estimated
$4.8 billion, including $3.7 billion submitted for direct appropriations from
House and Senate members and $1.1 billion submitted through the state
agency and higher education request processes.

The significant gap between need and available funds, along with the
practice of earmarking funding for individual legislators and the governor,
undermines the state’s ability to use surging revenues to efficiently complete
projects that represent the greatest needs or would produce the most public
benefits. Local projects are not consistently vetted for need or readiness and
often receive only piecemeal funding. Piecemeal funding can contribute to
project delays and increase overall costs. Approximately 38 percent of nearly
1,400 local projects authorized in Chapter 199 received 50 percent or less
of the requested funds, with $191.3 million appropriated to 552 projects for
which $1.4 billion was requested. The absence of a state entity responsible
for coordinating capital outlay with other available funding sources and
assisting local entities in accessing those funds exacerbates these delays.
An LFC-endorsed bill (Senate Bill 197) to create such a coordinating entity
failed to receive a committee hearing in the 2023 session.

Project Management Capacity

Strong state revenues and an influx of federal funds over the last several
years contributed to historically large investments in capital projects in
New Mexico. The $1.2 billion in 2023 appropriations come just a year after
special and regular sessions in which more than $2 billion was appropriated
to capital projects from state and federal funds. The funding has become
available at a time when supply chain and labor issues, rising construction
costs, and capacity limitations at the state and local level have made it more
difficult to efficiently complete projects. At the end of the second quarter
of FY23, outstanding capital funds totaled an estimated $3.3 billion across
4,100 active projects.

Chapter 210 (House Bill 2) included both

recurring and nonrecurring appropriations
to increase capacity at the state and local

level to spend down capital funds and

Agency Amount Purpose
Spaceport Authority $110,000 To §upport an infrastructure
project manager.
10 new FTE, including a new
capital project facilitation unit,
Office of the State Engineer $900,000(|Lower Rio Grande project
management, and new dam
project staff.
New Mexico Environment .
$850,000(To fund contract engineers.
Department
Department of Finance and 6 new FTE for a federal
P . . $700,000 |infrastructure office and the
Administration
federal grants bureau.
Depgrt.ment. of Finance and $2.000,000 For local capacity building
Administration grants.
Indian Affairs Department $160,000(|2 new capital outlay FTE.
TOTAL $4,720,000

Source: LFC files

complete projects. The appropriations
support 19 new full-time positions and
contract support in five key state agencies
and the continuation of a new grant program
to build project management capacity at the
local level.

General Fund and Other
State Funds

Chapter 199 (House Bill 505) appropriates
$1.2 billion for capital outlay projects
statewide, including approximately $1.07
billion from the general fund and $160.5
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million from other state funds. The bill includes $350.7 million for state
agency projects, $162 million for statewide priorities at public schools,
$143 million for higher education, $478.3 million for projects owned by
local entities, and a $100 million tribal infrastructure package sponsored
by the governor (see Appendix SS for appropriations included in the
statewide framework).

Reauthorization Bill

Chapter 203 (Senate Bill 309) reauthorizes 295 projects authorized
in previous years from various funds. The governor vetoed seven
reauthorizations in the bill. Reauthorizations may change the administering
agency for a project, change or expand the purpose of a project, extend
the reversion date, or some combination of those things. Most of the
reauthorizations in the 2023 bill—202 of 295—were for the sole purpose
of extending time. As of March 2023, the projects reauthorized in the bill
had an estimated $150 million in outstanding balances.

Public School Capital Outlay

Balances in the public school capital outlay fund have grown in recent
years due to decreased demand for the funds from schools districts and
growth in supplemental severance tax bond capacity. Uncommitted
balances in the fund hovered around $500 million throughout 2022.
While decreased demand from districts may, in part, reflect the success of
the fund in improving the condition of school facilities statewide, many
schools still require substantial repair or replacement.

Two bills passed during the 2023 session are expected to rapidly spend
down balances in the public school capital outlay fund. Chapter 199
(House Bill 505) appropriates a total of $142 million from the fund,
including funding for career-technical education facilities, school
security, prekindergarten facilities, school maintenance, school buses, and
construction of tribal libraries.

Additionally, Chapter 196 (Senate Bill 131) temporarily reduces the share
of capital project costs borne by local school districts by one-third between
FY24 and FY26; it also reduces the local match by one-half for micro-
districts with 200 or fewer students and for district prekindergarten projects.
According to the Public School Facilities Authority, the bill would increase
the state’s share of the replacement cost for the 175 school facilities in the
worst condition by $1.3 billion—and decrease the local share by the same
amount. The bill also eliminates legislative offsets, or the deductions from
awards from the fund for districts that have received direct appropriations
for capital projects from the Legislature, and removes a component of the
local-state match formula that includes amounts spent on capital outlay
from operational Impact Aid, federal payments to offset the costs of
federally connected students, as part of a district’s revenue capacity. On the
whole, the changes are expected to encourage more districts to seek support
for projects from the public school capital outlay fund and to reduce its
uncommitted balances.

Select Major Local Capital

Appropriations
Project County |Amount
Balloon Fiesta Park Bemalilo | $4.315,000
Improvements
Gateway Center Bernalillo | $9,926,490
Domingo Baca Park Aquatic Bemalilo | $6,165,000
Center
Albuquerque Sports and .
Cultural Center Bernalillo | $5,000,000
Roswel! Air Center Terminal Chaves $2,000,000
Expansion
Acoma Pueblo Wastewater Cibola $2.900,000
System
Milan Swimming Pool Cibola $2,560,000
Clovis Behavioral Health
Facility Curry $10,000,000
Reproductive Health Clinic  |Dona Ana {$10,000,000
Jemez Mountain Fire Los Alamos| $7,000,000
Protection
Rehoboth McKinley Hospital [McKinley | $5,850,000
Navajo Nation Code Talker McKinley | $6,400,000
Museum
Mgscalero Apache Windy Otero $2,815,000
Point Housing
Rio Arr|b.a Detention Center RioArriba | $2,325,000
Renovation
Flora Vista MDWA Water SandJuan | $3,800,000
System
Shiprock Chapter Incident
Command Center SanJuan | $8,600,000
Peterson Dam Rehab San Miguel | $8,000,000
NM165 and Frontage Road Sandoval | $2,500,000
Improvements
San'dlla Pueblo Fire/EMS Sandoval | $4.400,000
Facility
Santa Fe County Wastewater SantaFe | $5,000,000
Treatment System
Santa Fe Midtown Campus  |Santa Fe | $4,900,000
Taos School District Gym Taos $3,510,000
Taos County Veterans Taos $3.470,000
Cemetery
Belen Wastewater Treatment Valencia $2,000,000
Plant Improvements

Source: LFC files
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New Mexico Finance Authority Legislation

The following bills related to the New Mexico Finance Authority (NMFA) and
endorsed by the NMFA Oversight Committee were passed during the 2023 session
and signed into law by the governor:

Chapter 16 (House Bill 298) appropriates $14.2 million from the public project
revolving fund for expenditure in FY24 and subsequent fiscal years. Appropriations
are made to the following funds: $3.5 million to the drinking water state revolving
loan fund, $3.7 million to the clean water state revolving loan fund, $5 million
to the cultural affairs facilities infrastructure fund, and $2 million to the local
government planning fund. The appropriation to the drinking water and clean
water funds will provide state match for federal funds.

Chapter 82 (House Bill 525) authorizes the New Mexico Finance Authority
(NMFA) to make loans or grants from the water project fund to 59 entities. The
entities submitted applications to the Water Trust Board totaling approximately
$138.7 million for an estimated $125.2 million in available funding after a portion
of the water project earmark is distributed to the State Engineer for adjudication,
as required by statute. Final grant and loan determinations will be made by the
Water Trust Board.

Chapter 121 (Senate Bill 332) authorizes NMFA to make loans of $1 million or
more from the public project revolving fund to 48 entities.

Chapter 129 (Senate Bill 423) amends the Behavioral Health Capital Funding Act,
the Primary Care Capital Funding Act, and the Child Care Facility Loan Act to
make operating capital an eligible use of the funds associated with those acts and
to make associated conforming changes. The bill also makes a variety of technical
amendments to those acts.

Chapter 74 (Senate Bill 314) extends NMFA’s authority to make loans to businesses
and nonprofits from the economic development revolving fund without legislative
authorization by four years.

Chapter 127 (Senate Bill 402) amends the 2022 Venture Capital Program Act,
which created the venture capital program fund within NMFA, and authorizes
NMFA to make investments from the fund in New Mexico businesses and venture
private equity funds that make, manage, or source investments in New Mexico
businesses that enhance economic development objectives of the state. The bill
also removes the requirements that venture private equity funds raise matching
investment funds and that investments in New Mexico businesses be made in
conjunction with cooperative investment agreements, among other changes.
House Bill 2 includes a related $15 million appropriation to the venture capital
program fund.

New Mexico Mortgage Finance Authority Legislation

Chapter 9 (Senate Bill 381) changes the 2.5 percent earmark on senior severance
tax bond capacity for the housing trust fund so that it begins in FY23 rather than
in FY24. The bill is expected to generate approximately $37.5 million in FY23 for
the housing trust fund to address housing priorities statewide.
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Transportation

For FY24, the Department of Transportation (NMDOT) received a base budget
of $1.26 billion, an increase of $42 million, or 3.5 percent. The department’s
operating budget is funded primarily with revenue from gasoline and diesel taxes,
taxes on motor vehicle sales, and fees on commercial trucking operations, as well
as federal grants to support road projects. For FY24, federal revenue is projected
to increase by 2.4 percent and state revenue is projected to increase by 4.2 percent.
Additionally, the Legislature continued its recent practice of supplementing road
user fees with additional general fund revenue for transportation projects, with
$232 million for projects statewide included as special appropriations in Chapter
210 (House Bill 2). An additional $74 million for road maintenance projects was
vetoed by the governor.

Although the department does not receive recurring general fund appropriations,
the legislative tax package (Chapter 211, House Bill 547) included additional
revenue to ensure the department had sufficient funding to continue investments
in road improvements statewide. Currently, the state road fund receives 21.86
percent of the motor vehicle excise tax—a 4 percent tax on the price of motor
vehicles registered in New Mexico—and the transportation project fund, which
supports local government and tribal road projects, receives 18.75 percent. The
general fund receives the remaining 59.39 percent. HB547 would have phased
out the distribution to the general fund to split the revenue between the state
road fund (75 percent) and the transportation project fund (25 percent) in FY26.
The increases were anticipated to generate an additional $76 million for roads in
FY24 and FY25 and an additional $156 million in FY26 and subsequent fiscal
years. The bill included a contingency to protect the general fund in the event of a
sudden decline in gross receipts tax revenue, reverting to the current distribution
if gross receipts tax revenue fell to less than 95 percent of the revenue for the
prior fiscal year. However, these provisions were vetoed by the governor, limiting
future revenue available to the department for road improvements.

Aside from road revenue, the Legislature increased funding for NMDOT’s
Aviation Division, with an increase in recurring revenue equivalent to 48 percent
of the division’s $6.4 million operating budget. Chapter 52 makes permanent a
distribution of gross receipts tax that would otherwise be payable to the general
fund and increases monthly distributions from this source, from a total of $3 million
per year to a total of $6 million per year. Additional revenue will be used by the
division to assist local governments with maintenance and improvement projects
for regional airports. This increase is in addition to nonrecurring appropriations to
the department for airport improvements.
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NMED Appropriations
by Funding Source

(in thousands)
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he General Appropriations Act of 2023 increased FY24

recurring general fund appropriations for key natural

resources agencies by $9.4 million, or 12.3 percent. FY24
nonrecurring appropriations to the Office of the State Engineer,
Department of Environment, and Energy, Minerals and Natural
Resources Department totaled over $178 million.

Agency Operating Budgets

Environment Department

The General Appropriation Act (GAA) of 2023 increases the general fund
appropriation to the Environment Department (NMED) by $2.7 million, or 13.5
percent from FY23. Including state and federal revenue sources, the agency’s
overall FY24 increase in expenditure authority is $5.5 million, or 3.5 percent,
based on known federal grant opportunities and projected fee revenue collected
by NMED programs. The general fund increase supports vacancy rate reduction
throughout the agency, as well as additional contract engineers for the Water
Protection and Resource Protection divisions. Additionally, the Legislature
invested $491 thousand to support hemp and cannabis permitting, monitoring,
and enforcement activities in the Environmental Protection Division.

NMED General Fund Appropriations
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Energy, Minerals and Natural Resources Department

The FY24 general fund appropriation for the Energy, Minerals and Natural
Resources Department (EMNRD) is $4.3 million, or 14.7 percent more than for
FY23. Significant increases in general fund appropriations are intended to reduce
the vacancy rates in the Mine Reclamation program, Oil and Gas Conservation
Division (OCD) and State Parks Division. Additionally, the Legislature supported
expansions throughout the department, including 50 new full-time positions in the
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State Forestry Division for wildfire response and seven new positions in OCD to
improve compliance and oversight in the oil and gas industry.

EMNRD General Fund Appropriations
10-Year History
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Office of the State Engineer and Interstate Stream Commission

The GAA increases the general fund appropriation to the Office of the State Engineer
(OSE) by nearly $2.4 million, or 8.8 percent. Most of the increase is intended to
support the efforts of the Water Resource Allocation Program and Interstate Stream
Commission’s efforts to implement the 50-year Water Plan and the recommendations
of the Water Policy and Infrastructure Task Force.

OSE General Fund Appropriations
10-Year History
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The appropriations included $450 thousand in recurring funding to create a new
capital project management and grants unit in the Program Support Division.
Additionally, the GAA provided $200 thousand in general fund appropriations to
replace revenue from the irrigation works construction fund and improvement of the
Rio Grande income fund to advance the Legislature’s and agency’s goal of reducing
the amounts from those funds used to support OSE’s annual operating budget.
The remaining general fund appropriations increase investment in recruitment

EMNRD Appropriations
by Funding Source

(in thousands)
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OSE Appropriations by

Funding Source
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and retention to address OSE’s chronically high vacancy rate. Authorization for
additional positions is also included for the Dam Safety and Management, Cannabis
Permitting, and Lower Rio Grande Depletion Reduction programs.

Nonrecurring Appropriations

The GAA also includes nonrecurring appropriations of $50 million to the newly
established conservation legacy permanent and land of enchantment legacy funds
and another $100 million to recapitalize the water trust fund. The Department
of Game and Fish, New Mexico Institute of Mining and Technology, Economic
Development Department, Livestock Board, and New Mexico State University
received parts of another $20 million for projects related to climate change,
outdoor recreation, or water research. All told, over $400 million was appropriated
for initiatives related to New Mexico’s natural resources.

Legacy Permanent Funds. Chapter 26 (Senate Bill 9) creates the conservation
legacy permanent fund (CLPF) and the land of enchantment legacy fund (LELF)
with the goal of providing reliable recurring funding sources to established state
programs that had previously received only intermittent funding. The CLPF
received an appropriation of $50 million from the general fund to invest, and the
LELF received an appropriation of $50 million from the general fund to begin
distributing funds to conservation programs at six agencies.

Legacy Fund Distribution

$50 Million Investment Additional
Income Appropriations
v v v
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Hermit’s Peak Calf Canyon Fire Recovery Funding. Chapter 2 (Senate
Bill 6) appropriates $100 million from the general fund to the Local Government
Division of the Department of Finance and Administration (DFA) to provide zero-
interest reimbursable loans to political subdivisions of the state to replace or repair
infrastructure damaged by fire, flooding, or debris flows from the Hermit’s Peak-
Calf Canyon Fire. The bill requires DFA to act in consultation with the Department
of Homeland Security and Emergency Management when providing loans.

Geothermal Resources Development. The Governor vetoed House Bill
365, the Geothermal Resources Development Act, which sought to create a new
Center for Excellence at the New Mexico Institute of Mining and Technology
focused on developing and promoting innovation in geothermal resources.
The bill also sought to create a geothermal resources development fund and a
geothermal resources revolving loan fund to be managed by the EMNRD’s Energy
Conservation and Management Division. The bill was passed by both the House
and Senate but was vetoed by the governor.

Other Legislative Action

Regional Water System Resiliency. Chapter 4 (Senate Bill 9) enacts the
Regional Water System Resiliency Act, which allows for the consolidation of two
or more public utilities providing water or wastewater services to create a regional
water utility authority (RWUA). The bill describes the process entities must follow
to create an RWUA and outlines the powers, privileges, and duties an RWUA
will possess and the structure of its governing board. This will make it easier for
mutual domestic water users (systems that usually service 500 customers or less)
to pool their resources and benefit from shared expertise.

Generating Facility and Mine Remediation. Chapter 185 (House Bill
142) enacts the San Juan Generating Station Facility and Mine Remediation and
Restoration Study Act, which requires NMED and ENMRD to study the San Juan
Generating Station facility and mine to determine the extent of environmental
contamination of the lands and waters adjacent to the generating facility and mine,
and develop a restoration and reclamation plan. The remediation plan must protect
the environment from contamination for human and ecosystem health, preserve
surface water quality, and prevent the migration of toxic metal contaminants and
off-site pollution.

Forest Division Procurement Changes. Chapter 64 (House Bill 195)
updates the Forest Conservation Act to clarify rules and regulations surrounding
the State Forestry Division’s (SFD) authority to conduct fire prevention activities
and protect forest health. Additionally, the amendments will make it easier for
SFD to obtain additional federal funding, including grants for forestry and fire-
risk reduction programs included in recent federal legislation.

State Land Office Renewable Energy Office. Chapter 13 (House Bill
95) codifies an existing renewable energy office within the State Land Office.
Supporters of the legislation argued institutionalizing the existing renewable
energy office will make it harder for future state land commissioners to end
renewable energy development on state trust land.
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Wildlife Corridors Fund. Chapter 27 (Senate Bill 72) creates a fund, to
be managed by the Department of Transportation, for wildlife studies and the
planning, construction, and management of safe road crossings for wildlife and
other projects that reduce wildlife-vehicle collisions. The GAA includes $5
million for the fund. The Department of Game and Fish reports an average of 900
crashes a year are caused by collisions with deer, elk, pronghorn antelope, bighorn
sheep, black bears, and cougars, with about two-thirds of those caused by deer.

State Game Commission Changes. The governor vetoed House Bill 184,
which would have changed the way state game commissioners are appointed by
giving the Legislative Council the authority to appoint four of the seven members.
The governor currently appoints all seven members. The commission has struggled
with membership over the last few years and, at times, has had too few members
to constitute a quorum.

Vetoed Tax Changes. House Bill 547, which was signed into law as Chapter
211, contained nearly $25 million in tax credits targeting environmental initiatives,
all of which were vetoed by the governor. Overall, the governor line-item vetoed
$280 million in recurring tax cuts in FY24, $520 million in FY25, $755 million
in FY26, and $901 million in FY27, significantly reducing the overall cost, and
impact, of the package. The vetoed environmental tax cuts included a refundable
electric vehicle income tax credit of $2,500 for each electric vehicle purchase
or $4,000 for households under 200 percent the federal poverty level and an
electric vehicle charging unit income tax credit of up to $300 to cover the cost of
purchasing and installing an electric vehicle charging unit. They also included a
personal income tax credit of 40 percent of the cost of equipment and installation
for an energy storage system, or battery, in residential, commercial, or agricultural
properties. Lastly, the environmental tax cuts included three credits to incentivize
the installation of equipment and the creation of energy using geothermal sources.
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he General Appropriation Act of 2023 provides a general

fund revenue decrease of $53 million, or 9.3 percent, for the

General Services Department to align the agency budget
with projected revenues. For the Secretary of State, the FY24
budget includes a recurring general fund increase of $1.4 million
and appropriates $15 million to the election fund to administer
elections through FY26. The budget for the Department of
Finance and Administration includes a nearly $25 million general
fund revenue increase, including for universal free meals through
the Public Education Department and to expand the Federal
Infrastructure Office and Federal Grants Bureau. The Taxation
and Revenue Departments budget includes a $6.2 million, or
5.4 percent, general fund increase primarily to fill vacancies and
upgrade information technology equipment.

General Services Department

The General Appropriation Act (GAA) includes a total of $518 million for the
General Services Department (GSD), a decrease of $53 million, or 9.3 percent
from FY23. This is due to reductions in the department’s largest program, the
Employee Group Health Benefits Program, to align the appropriation with
projected revenue. For other programs, the agency is receiving a $5.4 million
increase, or 3.6 percent. The largest increase is for the Facilities Management
Division, which oversees the use of state buildings and operates state facilities
in Santa Fe, which will see a $1.6 million, or 8.8 percent increase, and includes
additional funding for security positions, for which the department has typically
used contractors.

The department will see a significant shift in focus due to the creation of the
Health Care Authority Department under Chapter 205, which establishes a single
department for healthcare purchasing and regulation. Although the law does not
formally transfer the Employee Group Benefits Program to the new department, it
does create a “state health benefits division” within the department and allows the
governor to issue an executive order to move divisions and programs to or from
other departments, and it appears likely this would include the Employee Group
Benefits Program. The law requires the administration to develop a transition plan
by November 1, 2023.

Secretary of State

For FY24, the GAA increases the general fund appropriation for the Secretary
of State’s office (SOS) by $1.4 million, or 9.7 percent, over FY23. The budget
provides increases in the Elections Program totaling $1.2 million, or 12 percent,
to support increased needs for information technology and elections equipment,
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2023 Election Legislation

During the 2023 legislative session,
several bills passed related to elections:

Chapter 39 (Senate Bill 180) makes
several changes to the Election Code;
It establishes mandatory training for
challengers and watchers, authorizes
electronic pollbooks, establishes
timeframes for early voting, amends
requirements for voting system checks,
and makes unauthorized possession
of keys of a secured container and
unauthorized establishment of a drop
box a fourth-degree felony, among other
provisions.

Chapter 84 (House Bill 4) makes
numerous updates and changes to the
Election Code, including expanding
automatic voter registration, restoring
a convicted felons’ right to vote on
release from prison, creating a voluntary
permanent absentee voter list, and
enacting the Native American Voting
Rights Act.

Chapter 46 (Senate Bill 335) delays
the implementation of the Local Election
Act, essentially addressing the inclusion
of special districts that were created
pursuant to the Conservancy Act in the
2023 Regular Local Election.

Chapter 32 (Senate Bill 43) amends
the Election Code to make the crime
of intimidation against employees and
agents of the Secretary of State, County
Clerks’, and Municipal Clerks’ offices or
the officials themselves a fourth degree
felony.

and by $203.1 thousand, or 5 percent, for the Administration and Operations
Program, primarily to decrease the agency’s vacancy rate.

The GAA for FY24 removes nearly all election administration costs from the
SOS operating budget to keep the agency’s operating budget stable year to year
at a level adequate to support office operations. Instead of funding election
administration costs via the operating budget, the FY24 budget includes a $15
million nonrecurring special appropriation into the election fund intended to
pay for election costs and reimbursements to local governments. Fund balance
projections completed by LFC and SOS staff show the appropriation should
adequately fund any operational shortfalls at the agency in FY23 and FY24, plus
the cost of the general and local elections through FY26, at which point the agency
will need to pursue additional election funding. SOS also received $1.9 million in
capital outlay for election equipment costs.

Department of Finance and Administration

For FY24, the GAA increases the Department of Finance and Administration
(DFA) general fund appropriation by nearly $24.9 million, or 87 percent, for a
total budget increase of over $61 million, or 38.2 percent. Increases primarily
resulted from changes in the agency’s food initiative funding and other funding
expansions for the Federal Grants Bureau and Federal Infrastructure Office.

For the Civil Legal Services Program, the GAA includes just over $4 million in
general fund revenues, or an increase of $200 thousand, and $1.6 million from
the civil legal services fund, flat with FY23. In addition, there is a $1 million
nonrecurring appropriation in the GAA to the fund to help address low fund
balances and $1.2 million in other nonrecurring appropriations for the program.

The GAA also appropriates nearly $12.5 million from the enhanced 911 fund,
$21.5 million from the local DWI grant fund, and $39.8 million from the county-
supported Medicaid fund. In nonoperating appropriations, the GAA increases the
budget for the leasehold community assistance program by $60 thousand to provide
for staff raises and keeps all other appropriations flat with FY23. In addition,
the GAA authorizes transfers of up to $4 million for the State Board of Finance
emergency fund and also includes other special appropriations of $106.5 million
for law enforcement programs, $40 million for recreation centers and quality of
life grants, $33.5 million across various housing assistance appropriations, $15
million for the venture capital fund, and $8.2 million for the law enforcement
protection fund.

Infrastructure Office and Federal Grants Bureau

The recurring operating budget for DFA includes an increase of $400 thousand
for the Federal Grants Bureau and $800 thousand for the agency’s Federal
Infrastructure Office. These funds are intended to support three full-time positions
for each program. Nonrecurring appropriations in the GAA related to these efforts
include $10 million for local match assistance for federal grants, $8 million for
cost overruns for capital outlay projects, and $2 million for capacity building
grants. Another $2 million in the act was intended for the operating costs of an
infrastructure and planning office but the funding was contingent on creation of
the office and the legislation to do that did not pass.
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Food Initiative FY24 Food Appropriations
. . . (in thousands)
Chapter 30 provides for the implementation of the newly renamed Healthy

Hunger-Free Students’ Bill of Rights Act, currently in statute as Section 22-13C Agency Amount
NMSA 1978, adding language to allow for universal access to school meals. To DFA (OpBud)* $23,266.8
fund t.hi's'in.itiati.ve, the GAA prov?des a genc?ral fund increase.of $22.6 million for DFA (Special) $11.165.0
food initiatives in the DFA recurring operating budget for universal free meals at
the Public Education Department and for food initiative staff. Other nonrecurring PED (Capital) $20,000.0
food appropriations include $11.2 million for various programs that will flow DFALGD $680.0
through DFA, $1.1 million to various agencies for food programs, and $20 million EDD $250.0
in capital outlay for school meal quality improvements and equipment. HSD $80.0
HED $75.0
Taxation and Revenue Department Total $55.516.8

*Appropriation includes $20 million for PED
For FY24, the Taxation and Revenue Department (TRD) will receive a general universal meals
fund increase of $6.2 million, 5.4 percent above the FY23 operating budget. The Source: LFC File
GAA provides a $2.2 million increase for the Tax Administration Program, which
includes $1.3 million to fill vacancies and fund contracts, furniture, equipment,
information technology (IT), and other IT and telecommunications costs paid
to the Department of Information Technology. Funding for Program Support
included $150 thousand for a tax preparation program for elderly and low-income
taxpayers. The amount TRD receives from the Department of Transportation
for the weight distance tax identification permit fund increased by $2 million in
other revenues. TRD anticipates issuing over $600 million in tax rebates and $15
million in non-filer relief payments in FY24 in accordance with the tax package
(Chapter 211, House Bill 547).

In nonrecurring funds, the GAA provides TRD up to $5 million to implement
legislatively mandated tax and motor vehicle changes and $2.8 million for contractual
support for system development work in FY23 and FY24. The department is also
receiving $530 thousand for new tax scanning equipment, as well as $772 thousand
to enhance the tax protest case management system with protest case functionality
in the GenTax system through the computer systems enchancement fund. Finally,
TRD will receive $1.4 million in capital outlay funds to plan, design, and renovate
its Information Technology Division office in Santa Fe.
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General Fund Salary

Increases
(in thousands)

Branch Appropriation
Legislative $946.8
Judicial $14,830.4
Executive $42,328.7
Higher Education $56,792.6
Public Education $166,989.0

Source: LFC Files

ompensation appropriations included in the General

Appropriation Act of 2023 continue the Legislature’s

focus on providing public employees with pay increases
that keep employee salaries from falling further behind the
broader market. Additionally, the Legislature provided additional
funding for public school health insurance benefits, bringing the
employer share of health insurance premiums for public school
employees in line with state employees. The Legislature also
considered increases in post-employment benefits to encourage
longer service.

Employee Salaries

After trailing broader wage growth for most of the last decade, salaries for public
employees in New Mexico are expected to keep pace with other workers in New
Mexico. The General Appropriation Act of 2023 includes a total of $281.9 million
for state, higher education, and public school employees to receive a 6 percent
salary increase for FY24. This includes an across-the-board 1 percent increase
for inflation and the cost of health insurance increases as well as a 5 percent
increase. As approved by the Legislature, the 5 percent increase was included
as an average to allow agencies flexibility to address competitive pay needs and
focus additional compensation on job classifications that required more pay to
be competitive. However, the governor vetoed the word “average” which would
indicate an intent to provide an across-the-board increase of 6 percent.

In several cases the Legislature included additional targeted funding to state agencies
to provide high-need positions with additional resources to increase salaries. These
targeted increases include raises for district attorneys, public defenders, nursing
assistants and psychiatric technicians at the Department of Health, child protective
services employees, and public school educational assistants.
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Performance data from the State Personnel Office indicates state agencies
continue to experience high vacancy and turnover rates and long lead times to
fill vacant positions. Agencies often cite a bureaucratic and burdensome process
for processing personnel actions, and a recent LFC program evaluation notes
the state’s compensation and classification system, with more than 1,200 job
classification and 181 pay bands in executive branch agencies, is overly complex
and should be simplified. To this end, the General Appropriation Act includes $1.2
million for LFC and the Department of Finance and Administration to conduct
a joint study on the State Personnel Act and the state’s system of classification
and compensation. A similar study conducted in 2000 and 2001 resulted in a
simplification of the state’s personnel system, including a reduction in the number
of job classifications.

Health Insurance Benefits

Historically, public employees in New Mexico have received health insurance
benefits through a splintered system in which different entities, although linked by
a cooperative purchasing arrangement, offer benefits plans that differ significantly
in the cost. Although plan design elements differ, public school employees
have typically had the highest premiums, in part due to a law that provides for
lower required contributions for public school employers and in part because
health insurance premium rates for plans offered by the state’s General Service
Department have not been raised in several years to reflect rising healthcare costs.
The failure to raise premiums has caused a large deficit in the state’s group health
benefits fund, despite previous appropriations directly from the general fund
intended to stabilize the fund. Because of the continued deficits, the Legislature
included $96 million in the General Appropriation Act to backfill the deficit, but
with a requirement for matching funds from sources outside the general fund,
including state agencies funded with federal or non-general fund revenue, local
governments receiving benefits from the state, and higher education institutions
that receive benefits from the state. Of the $96 million, $23 million was from the
appropriation contingency fund, $11.5 million from the general fund, and $60.5
million from other funds. However, the governor vetoed the $23 million from the
appropriation contingency fund, leaving a deficit in the benefits fund that will
need to be resolved in the future.

Additionally, the Legislature addressed a long-standing disparity in state law that
required public school employers to cover a smaller share of employee health
benefits. Chapter 83 amends the Public School Insurance Authority Act to align the
required contribution for public schools with the contributions of state agencies.
The General Appropriation Act includes $32 million in public school support to
fund the cost of the increase for public schools.

Post-Employment Benefits

Both state agencies and educational employers will see increases in employer
contributions for pension benefits in FY24, with contributions for agencies covered
by the Public Employees Retirement Association increasing by 0.5 percentage
points and contributions for entities covered by the Educational Retirement Board
(ERB) increasing by 1 percentage point. Appropriations are included in the General
Appropriation Act of 2023 to cover these increases, which were authorized by prior-
year legislation. Additional contributions are included in base budgets for state
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agencies and a total of $29.9 million is included in higher education and public
school support to cover the general fund share of the ERB increases.

Several bills were introduced during the 2023 session to address post-
employment benefits of public employees. Most involved return-to-work
programs—ypolicies that allow an employee to retire and begin receiving a
pension while simultaneously holding a job that would normally require the
employee to suspend retirement and contribute to the pension system. Programs
were proposed for state police and correctional officers, local police and
correctional officers, and state and local government employees more broadly,
although none of these proposals passed.

The Legislature did approve legislation to promote longer service of state
employees. Chapter 53 amends the Public Employees Retirement Act to
allow members earn additional service credit when serving for longer careers.
Currently, maximum pension benefits are capped at 90 percent of an employee’s
final average salary, which a tier one state general plan member reaches after 30
years of service. Under Chapter 53, that employee could earn up to 100 percent
of final average salary by serving a total of 33.3 years.
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he General Appropriation Act of 2023 centralizes $15.5

million in cybersecurity funding at the Department

of Information Technology for state agencies, public
education, and higher education institutions and provides $124
million, including $99 million re-appropriated from the connect
New Mexico fund, to continue supporting broadband expansion
projects. The General Appropriation Act also funds 24 key
agency information technology projects and reauthorizes several
prior-year appropriations through FY24.

Broadband

Appropriations. The General Appropriation Act (GAA) of 2023 includes
an FY24 general fund revenue increase of $500 thousand, or 61 percent over
FY23, to provide additional staffing to the Office of Broadband Access and
Expansion (OBAE). In addition, the GAA includes $25 million in new general
fund appropriations for broadband, as well as $99 million reappropriated from
the connect New Mexico fund to the office for purposes of administering grants.
Further, the office is expected to receive $100 million in new federal broadband
funding in FY24, as well as $5 million for planning for the federal Broadband
Equity, Access and Deployment grant.

Cybersecurity

Appropriations. For cybersecurity, the Department of Information Technology
(DolIT) will receive a recurring operating budget increase of $4 million, or nearly
400 percent over FY24, in its Compliance and Project Management Program.
In addition, the GAA includes one-time nonrecurring appropriations to DolT for
cybersecurity for public schools ($2.5 million) and higher education institutions
($3 million), as well as $10 million for general cybersecurity services at DolT.
Up to $3 million of the $10 million may be used for incident response at the
Regulation and Licensing Department, which experienced a cyberattack in fall
2022. DolT and the Governor’s office have also established a cybersecurity
planning committee that is intended to meet weekly to strategize and plan for
improvements to the state’s cybersecurity ecosystem.

Legislation. Chapter 115 (Senate Bill 280) will create a cybersecurity office
administratively attached to DolT. The law moves all cybersecurity funding and
functions from DolT to that office once the office is established. This will create
a more centralized office for coordination and oversight of cybersecurity funding
and programs.

Information Technology Projects

The Legislature appropriated just over $187.4 million from all sources for 24 IT
projects in the GAA, including $71.6 million in general fund revenues, nearly
$31.8 million in other state funds, $3 million in funds to be transferred between

2023 Broadband Legislation

In addition to the GAA, several bills
were enacted that will impact broadband
expansion and access in New Mexico:

Chapter 143 (House Bill 160) gives
the State Transportation Commission
discretion to waive fees for installation of
infrastructure used to provide broadband
internet  services to unserved or
underserved locations, essentially allowing
the Department of Transportation to waive
fees for rights of way.

Chapter 37 (Senate Bill 155) increases
the minimum amount from the state
rural universal service fund of the Public
Regulation Commission for its yearly
broadband program from $8 million to $30
million and eliminates access reduction
support payments from the fund after
2026, essentially converting the fund fully
to broadband purposes.

Chapter 132 (Senate Bill 452) effectively
updates and expands on the DolT Act to
allow the agency to give public funding to
private entities to expand broadband. The
bill allows OBAE to own infrastructure,
such as the statewide education network,
via a memorandum of understanding. The
bill also allows OBAE to build middle mile
infrastructure in cases where companies
have expressed no interest to build.

Chapter 155 (House Bill 262) amends
the Connect New Mexico Act relating to
the duties of the Connect New Mexico
Council and transfers the Connect New
Mexico grant program to the office. The bill
provides that the council shall advise and
make recommendations to the broadband
office regarding coordination of broadband
programs and projects.

Chapter 92 (Senate Bill 41) brings parity
with how rural incumbent local exchange
carriers and large incumbent local
exchange carriers are regulated.
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agencies, and $81.1 million in federal funds. Recommended items included 15
new projects and nine existing projects.

FY24 Agency IT Projects Appropriations to continue existing projects include $18.4 million to continue

(In thousands) the Children, Youth and Families Department’s comprehensive child welfare
information system replacement project, with a $14 million federal match; $7.4
million to continue the Human Services Department’s Medicaid management
information system replacement project, with a $67.5 million federal match; and
$7 million for the Higher Education Department’s enterprise resource planning
project, in coordination with the Collaborative for Higher Education Shared
Services (CHESS). Funding for new initiatives includes $30 million from the
Educational Retirement Board fund balances for a new pension administration
system, $16 million for the Department of Public Safety to modernize the criminal
justice information system, and $1.5 million for the Gaming Control Board to
modernize licensing software.

= New = Existing

The GAA also extends the time to spend 24 prior-year IT appropriations that are
unspent for a variety of reasons, including delays to project schedules, changes
to project scope, or other issues within the implementing agency or project. The
Department of Health, for example, requested extensions for 14 appropriations
totaling $26.6 million, of which only around $18 million has been spent. The

Legislature rejected five reauthorization requests, including for projects

that have been extended more than three times previously or with small

FY24 Agency C2 Reauthorization balances or no spending.

Requests
(in thousands) L. .
Other appropriations for IT that were funded outside the computer

# of Amount systems enhancement fund include $26 million to DolT through
Agency | Reauth Initially Balance capital outlay for the P25 public safety radio project, $16 million to the
Requests | Appropriated Administrative Office of the Courts via special appropriation for hybrid
DOH 14 $26,592.0 | $17,893.2 |  court proceedings (plus $1.1 million for technology projects subject to
HSD 6 $146,070.9 | $45769.5 | review by the Judicial Technology Council), and nearly $1.9 million to
DFA 3 $5,750.0 |  $1,911.4 the Secretary of State’s office for election equipment upgrades through
PED 3 $2,420.4 7480 | capital outlay.
CYFD 2 $10,523.7 $6,573.8
DPS 2 $8,465.0 |  $6,410.0
ALTSD 1 $2,571.9 $220.6
AOC 1 $112.6 $109.0
ECECD 1 $495.0 $279.3
ENV 1 $1,580.6 | $1,098.8
NMCD 1 $500.0 $475.4
WCA 1 $2,000.0 | $1,897.5
Total 36 $207,082.1 | $83,386.6

Source: LFC Files




Special, Supplemental, Deficiency, and Other

Nonrecurring Appropriations

trong general fund revenues provided the Legislature

with significant resources for nonrecurring investments.

December 2022 revenue estimates projected year-end
FY23 general fund reserves of $5.2 billion, or 62 percent
of FY23 recurring appropriations. With these resources, the
Legislature made significant investments in public infrastructure,
to address healthcare needs in underserved areas, and to develop
New Mexico’s workforce. The Legislature allocated additional
general fund revenue to several trust funds, enabling the state
to plan for future revenue downturns. Special, supplemental,
and deficiency appropriations total nearly $2 billion, including
$1.417 billion in general fund revenue and $565 million in other
state and federal revenues. Fund transfers total $685.5 million,
including $675 million in general fund revenue.

Infrastructure Major Nonrecurring Investments

The Legislature continued the recent practice of (in thousands)

supplementing the road user fees typically used Dept. Appropriation GF Total
to fund transportation infrastructure projects with NMDOT _ |Road Projects $232,000| $232,000
additional general fund revenue, including $232  [HSD Rural Healthcare $60,000| $152,800
million for projects statewide. An additional $74  [2olT Broadband $25,000] $124,000
11 . . DFA Law Enforcement Programs $100,000| $106,500
million for road maintenance projects was vetoed by GSD Shortfalls in Group Benefits Plans $34,859 $95,986
the governor. The General Appropriation Act (GAA)  [qeD Research Universities $30,000]  $55,000
of 2023 also includes funding for water projects, EDD Advanced Energy Projects $50,000|  $50,000
with $68 million for the Office of the State Engineer, HED FY23 Opportunity Scholarship $45,000|  $45,000
including $35 million to augment the water supply on Egg (R;ecreatr” hC‘?”tr'lr:d - :‘z‘g’ggg 228'888

. 112 . areer lechnica ucation y y
the Lower Rio Grande, $10 ml.lhon for mamtgnance OSE Lower Rio Grande Water Supply $35.000]  $35.000
of river channels and other improvements in the oSl Patient's Compensation Fund $32.500]  $32.500
middle Rio Grande and Elephant Butte delta, and NMCD Hepatitis C Treatment $20,000/  $27,000
$10 million for dam maintenance and improvements IAD Tribal Projects $25,000]  $25,000
statewide. These appropriations are in addition to DFA Rental Assistance and Housing Initiatives $20,000 $20,000
capital outlay allocations. HED Higher Education Facilities $20,000 $20,000
HED Social Work Endowments $20,000 $20,000

Additional infrastructure  appropriations  are Source: LFC Files

included to allow local and tribal governments to

leverage federal grant opportunities or to complete

previously authorized capital outlay projects, with $10 million for state and local
match assistance, $12.5 million in matching funds for tribal governments to pursue
federal grants, $8 million to address cost overruns in capital projects, and $2 million
for to build local government capacity to fully fund and complete projects. An
additional $40 million was included for improvements to regional recreation centers
statewide. The previous round of grant applications for recreation centers had
more demand than available funding, and this appropriation will allow for funding
additional projects.
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Social Supports

The GAA also includes funding to address healthcare services in New Mexico,
particularly in underserved area. The act includes a total of $152.8 million, with
$60 million from the general fund, for the Human Services Department to expand
primary care, maternal and child health, and behavioral healthcare services. The
appropriation leverages Medicaid funding to increase access and specifies the
additional funding does not duplicate existing services. Additionally, the GAA
included $10 million for the Indian Affairs Department to expand tribal-serving
healthcare and behavioral health services.

The GAA also includes funding to promote housing affordability and food security,
including $11.2 million for community food, local agriculture, and supply chain
programs, $10 million for local governments to support housing infrastructure,
$2.5 million for landlord support, and $21 million for rental assistance and other
housing initiatives.

Courts and Public Safety

Investments in the public safety workforce are also included in the GAA.
To promote the employment of police officers, district attorneys, and public
defenders, the GAA appropriates $32.5 million to the law enforcement workforce
capacity building fund for use through FY28, and an additional $57 million for
law enforcement personnel in FY24 through FY26. The act also includes funding
to support the judicial branch workforce. A total of $6 million is appropriated for
workforce capacity building, with $2 million each to support district attorneys,
public defenders, and rural clerkships.

Other public safety investments include $10 million for felony warrant
enforcement, $8.2 million for the law enforcement protection fund, $4 million
for the peace officer’s survivors fund, $4 million for the Administrative Office of
the Courts to pilot universal needs and risk screening, $2.5 million for the Human
Services Department to pilot programs for people reentering the community from
incarceration, and $500 thousand to enforce laws against illicit substances.

Economic and Workforce Development

The Legislature invested heavily in programs to build New Mexico’s economy,
with a total of $88.9 million for the Economic Development Department, $18.5
million for the Tourism Department, and $167.5 million for higher education.
Projects under the Local Economic Development Act will receive $13 million,
and funding for the Job Training Incentive Program is $3 million. EDD will
receive $3 million for the business incubator program and $50 million to support
advanced energy projects. The GAA includes $15 million for tourism marketing,
$10 million for trail and outdoor infrastructure grants, and $3.5 million to develop
local and regional tourism.

Several public and higher education appropriations are focused on workforce
development, including $40 million for career technical education, $20 million to
support those training in social work, $10 million for graduate science, technology,
engineering, and math education, $10 million for nursing education, and $10.5
million for online degree programs.
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Fund Transfers

The General Appropriation Act includes $675 million in transfers from the general
fund to other trust funds to support future programming needs. The largest of these
transfers is $475 million to the severance tax permanent fund, which will lead to
increased general fund transfers in future years. Additionally, the bill includes
funds for the newly created conservation legacy permanent fund and the land
of enchantment legacy fund. Finally, the bill transfers $100 million to the water
trust fund, which is used to finance water infrastructure projects. A $58 million
transfer to the tobacco settlement permanent fund was contingent on enactment
of Senate Bill 178, which removed the tobacco settlement permanent fund as a
reserve fund. However, this bill was vetoed by the governor, eliminating the $50
million transfer from the general fund and $8 million transfer from the tobacco
settlement program fund.

General Fund Transfers
(in thousands)

Receiving Fund Amount
Severance Tax Permanent Fund $475,000
Water Trust Fund $100,000
Conservation Legacy Permanent Fund $50,000
Land of Enchantment Legacy Fund $50,000
Tobaceco-SetilementPermanent Fund $56,660

Source: LFC Files
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Appendix A - General Fund Financial Summary

General Fund Financial Summary

2023 Legislative Session
(millions of dollars)

May 8, 2023
9:48 AM Actual Estimate Estimate
FY2022 FY2023 FY2024
APPROPRIATION ACCOUNT
REVENUE
Recurring Revenue
August 2022 Consensus Revenue Estimate $ 92166 $ 9847.1 $ 10,859.0
December 2022 Consensus Revenue Update $ 4587 $ 9280 $ 11,1359
2023 Legislative Session Recurring Revenue Legislation $ = $ 02) $ (1745
Total Recurring Revenue $ 96753 $ 10,7749 $ 11,8204
Percent Change in Recurring Revenue 19.7% 11.4% 9.7%
Nonrecurring Revenue
Federal ARPA Funds $ 10692 § - $ -
Nonrecurring Reversions from the Federal CRF/CARES $ = $ = $ =
2021/2022 Nonrecurring Revenue Legislation $  (9029) $ (68.8) $ =
2023 Legislative Session Nonrecurring Revenue Legislation $ - $ (666.8) $ (6.8)
Total Nonrecurring Revenue $ 1663 § (735.6) $ (6.8)
TOTAL REVENUE $ 98416 $ 10,0393 $ 11,813.5
APPROPRIATIONS
Recurring Appropriations
2021 Regular and Special Sessions Legislation & Feed Bill (pre-veto) $ 74497 $ -
2022 Regular Session Recurring Legislation & Feed Bill $ 7.6 $ 84043 $ -
2023 Regular Session Recurring Legislation & Feed Bill $ - $ 292 $§  9,568.7
Total Operating Budget $ 74573 $ 84335 § 9,568.7
Nonrecurring Appropriations
2021 Regular and Special Session ARPA Appropriations (post-veto) $ 3454  § -
2022 Regular Session ARPA Related Nonrecurring $ 2742 § 3095 § -
2022 Regular Session Nonrecurring $ 1,056.7 $ 100.0 $ -
2023 Regular Session ARPA Related Nonrecurring” $ = $ 855 $ =
2023 Regular Session Nonrecurring $ - $ 14415 § 1,8454
Total Nonrecurring Appropriations $ 16763 $§ 19365 $§ 18454
Subtotal Recurring and Nonrecurring Appropriations $ 91337 $ 10,370.0 $ 11,414.0
Audit Adjustments
2022 GAA Undistributed Nonrecurring Appropriations' $  (448.1) $ 448.1
TOTAL APPROPRIATIONS $ 86856 $ 108181 $ 11,414.0
Transfer to (from) Operating Reserves $ 7065 $  (383.7) $ 399.5
Transfer to (from) Appropriation Contingency Fund (ARPA Funds) $ 4502  § (395.00 $ -
TOTAL REVENUE LESS TOTAL APPROPRIATIONS $ 1,156.0 $ (778.7) $ 399.5
GENERAL FUND RESERVES
Beginning Balances $ 25048 $§ 3,6796 $ 2976.1
Transfers from (to) Appropriations Account $ 7065 $  (383.7) § 399.5
Revenue and Reversions $ 25489 $§ 14023 § 951.5
Appropriations, Expenditures and Transfers Out $ (2,080.7) $ (1,722.1) $ (775.2)
Ending Balances $ 36796 $ 29761 $ 3,552.0
Reserves as a Percent of Recurring Appropriations 49.3% 35.3% 37.1%

Notes:

1) Many nonrecurring appropriations, including specials and supplementals in the GAA, had authorization to spend in multiple fiscal years - amounts that were not distributed
in the first year become encumbrances for the next year.

2) HB2 included $227.5 million of spending from ARPA funds in FY23 and $95 million of swaps of previous ARPA appropriations to general fund sources for a net spending
of $132.5 million of ARPA. The governor vetoed language sourcing $23 million of appropriations to ARPA funds for GSD. Legal authority is unclear for those funds to then

be general fund. This report assumes the $23 million appropriation is vetoed with language veto.

* Note: totals may not foot due to rounding
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General Fund Financial Summary
2023 Legislative Session
RESERVE DETAIL

(millions of dollars)

May 8, 2023
9:48 AM Prelim. Estimate Estimate
FY2022 FY2023 FY2024
OPERATING RESERVE
Beginning Balance $ 3475  § 565.8 $ 179.6
Transfers from tax stabilization reserve to restore balance to 1 percent 4 $ - $ - $ -
BOF Emergency Appropriations/Reversions $ 25 $ 25 $ 4.0)
Transfers from (to) Appropriation Account’ $ 7065 $  (3837) §$ 399.5
Transfers to Tax Stabilization Reserve $ 459.2) $ - $ -
Disaster Allotments ' $ 264) $ - $ -
Transfer from (to) ACF/Other Appropriations $ - $ - $ (50.0)
Revenues and Reversions $ - $ - $ -
Transfers from tax stabilization reserve’ $ - $ - $ -
Ending Balance $ 565.8 $ 179.6  $ 525.1
APPROPRIATION CONTINGENCY FUND
Beginning Balance $ 555§ 460.7 $ 57.7
Disaster Allotments $ (55.5) $ (16.0) $ (16.0)
ARPA Appropriation from 2021 Second Special Session $  (3454) § - $ -
Other ARPA Appropriations (including 2022, 2023 Regular Sessions) $ 2742) $ (395.0) $ -
Transfers In ° $ 1,0692 $ - $ 50.0
Revenue and Reversions $ 112 8 80 § 8.0
Audit and Pre-Audit Adjustments
Ending Balance $ 460.7 § 577 °§ 99.7

STATE SUPPORT FUND

Beginning Balance $ 40 $ 495 $ 10.4
Revenues * $ 155§ - $ -
Appropriations to State Support Reserve Fund © $ 300 $ - $ -
Impact Aid Liability FY20 $ - $ (39.1)

Impact Aid Liability FY21 $ - $ -
Audit Adjustments $ - $ - $ -
Ending Balance $ 495 $ 104 $ 10.4
TOBACCO SETTLEMENT PERMANENT FUND (TSPF)8

Beginning Balance $ 2853 § 3002 § 333.0
Transfers In ° $ 365 $ 325 § 32.5
Appropriation to Tobacco Settlement Program Fund * $ 36.5) $ (16.3) $ (16.3)
Gains(Losses) $ 149 $ 165 $ 18.3
Additional Transfers from (to) TSPF $ - $ - $ 58.0

Ending Balance $ 3002 $ 3330 § 425.5

TAX STABILIZATION RESERVE (RAINY DAY FUND)

Beginning Balance $ 18126 $ 23034 $ 23955
Revenues from Excess Oil and Gas Emergency School Tax $ 13401 $ 12532 $ 746.9
Gains(Losses) $ 316§ 921 § 95.8
Transfers In (From Operating Reserve) $ 4592 § - $ -
Transfer Out to Operating Reserve *° $ - $ - $ -
Transfer Out to Early Childhood Trust Fund ’ $ (1,340.1) $ (1,2532) $ (746.9)

Ending Balance $ 23034 $ 23955 $§ 24913
Percent of Recurring Appropriations 30.9% 28.4% 26.0%

TOTAL GENERAL FUND ENDING BALANCES $ 36796 $ 29761 $ 3,552.0
Percent of Recurring Appropriations 49.3% 35.3% 37.1%

Notes:

1) DFA using operating reserve to cover disaster allotments due to low balance in the appropriation contingency fund. FY20 includes $35.5 million for COVID-19 related

responses.

2) Laws 2021, Chapter 137 (HB2, Section 10-11) includes a $15.5 million transfer from the repealed K-3 Plus Program Fund to the state support reserve.

3) Laws 2021, Chapter 60 (SB 187) allows use of 100% of revenue for tobacco program fund in FY22.

4) Laws 2020, Chapter 34 (House Bill 341) transfers from the tax stabilization reserve to the operating reserve if operating reserve balances are below one percent of
appropriations, up to an amount necessary for the operating reserve to be one percent of total appropriations. Transfer shown here in future year as the transfer occurs after
all appropriations and revenues during the audit and cannot be used for spending in the current year.

5) 2022 GAA authorized a transfer of up to $120 million from the TSR in FY23 to cover shortfalls.

6) Laws 2022, Chapter 54 (HB2, Section 5-112) includes a $30 million appropriation to the state support reserve fund.

7) Laws 2020, Chapter 3 (HB83, Section 4) provides that oil and gas school tax revenue in excess of the five-year average be transferred to the Early Childhood Trust Fund
instead of the tax stabilization reserves if reserve balances exceed 25 percent of recurring appropriations.

8) The LFC recommendation includes removal of the Tobacco Settlement Permanent Fund from reserve calculations.

9) Laws 2022, Chapter 54 includes authority of up to $120 million from the operating reserve to the appropriation account to cover expenses. SB192 of the 2023 regular
session includes authority for an additional $430 million.

* Note: totals may not foot due to rounding
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Appendix B - FY23 General Fund High Level Appropriations Summary

NEW MEXICQOG

N LEGISLATIVE

HB 2- FY24 General Fund High

NFINANCE Level Appropriations Summary
COMMITTEE (In millions)
g
AGENCY Fg‘:: :r;?.ral FY24EXEC | FY24LFC HAFC sFc Final | GOV Action] i Totar | $ Change | Change
OpBud Rec Rec Changes from FY23 :r\?’r’)l
Public Education
993 SEG (Including comp/erb) $ 3673.71% 3,7431]|$% 39207|$% 39975]|% 39694]s - |$ 396944 |$ 2957 8%
993 Categorical $ 139.21$ 2075 % 156.7 | $ 156.7 | $ 156.7 1 $ - $ 156.74 | $ 17.5 13%
925 Related $ 3881% 11]1$% 3591% 2791% 2591 % - 13 2591% (12.9) -33%
924 Public Education Dept. $ 209 % 2431% 226|$% 22619% 226]% - 13 2261 9% 1.7 8%
Total Public Education $ 38726 % 3976.0|$ 4136.0|$ 4,2048|% 41747]$ - $ 41747|$ 3021 8%
950+ Higher Education
1&G $ 786.3 | $ 816.8 1 3% 827.0| $ 827.019% 827.0| $ - $ 826.98 | $ 40.6 5%
Other Categorical $ 19151]$ 1956 | $ 1940 $ 19491 9% 2005] $ - |$ 20050]%$ 9.0 5%
950 Higher Education Department $ 4761 % 196.0 | $ 608 |$ 8409 185.0 | $ - 19 185.0|$ 1374 289%
Total Higher Ed. $ 1,0254|$ 1,2084|$ 1,0818|$ 1,1059]% 1,2125]$% - $ 1,2125]|$% 1871 18%
200 Courts $ 2087 | $ 2210 $ 2208 | $ 22121 $ 2212 $ (2.0)] $ 21921 % 10.5 5%
250 District Attorneys $ 9171 $ 9481 $ 97.0| $ 97.31]$ 9731 $ - 13 9731 $ 5.6 6%
280 Public Defender $ 63.11% 66.3] % 6751% 675]% 69.5] $ - $ 6951 % 6.4 10%
333 TRD $ 7271% 756 ] % 7571% 756 ] % 756 | $ - $ 756 ] % 3.0 4%
341 Department of Finance & Admin $ 2021|$% 576 9% 216 % 22219% 4501 $ - 13 4501 9% 24.8 123%
344 DFA (Special Approps) $ 8419 85]$% 841% 8418$ 84| $ - $ 841$% 0.1 1%
350 General Services Department $ 1871 9% 206 $ 1941]$% 19419% 19419% - $ 194 1] $% 0.7 4%
370 Secretary of State $ 145]% 1621 $ 1531$% 1591$ 1591 % - $ 1591 $ 1.4 10%
418 Tourism $ 200 % 2481% 220 $% 2221]% 2421 % - $ 2421$% 4.2 21%
419 Economic Development Dept $ 1751$ 2311$% 1871$% 1951 $ 1951 % - 13 195]$ 2.0 11%
505 Cultural Affairs Department $ 3801($ 4021 9% 39.11$ 395]|$% 3071 % - $ 3971|$% 17 5%
521 Energy, Minerals & Natural Res Dept $ 2941 9% 34019% 3241|% 33.71% 3371 % - 13 3371% 43 15%
550 State Engineer $ 2701$% 283]% 2871% 2891]% 2931 $ - $ 2931]% 24 9%
611 Early Childhood Education & Care Dept. | $ 1956 | $ 20291 % 3356 | $ 3306 % 3276 $ - 19 3276|% 1320 67%
624 Aging & Long-Term Care Dept. $ 526 1% 66.9] % 5851 % 595]% 645] $ - 18 645] % 11.9 23%
630 Medicaid & Medicaid BH $ 1,2041]$ 1,5065)|% 14665|$ 14516|$ 1,4545]$ - $ 1,45453|% 2504 21%
630 Other Human Services $ 14341 $ 158.3 | $ 15011 $ 15201 $ 1540 $ - $ 153.96 | $ 10.6 7%
631 Workforce Solutions Dept $ 105] % 15]$ 108 | $ 1081 $ 1081 % - $ 108 % 0.4 4%
665 Department of Health $ 3532 | % 38761 9% 379.0 | $ 379.01 % 3835 $ - $ 3835| % 30.3 9%
667 Environment Department $ 2031 $ 21919 2231$ 22619% 230] % - 19 2301 9% 2.7 13%
690 Children, Youth & Families Dept $ 23991 $% 26791 9% 2473 | $ 24761 % 24761 $ - $ 24761 % 7.7 3%
770 Department of Corrections $ 3354 | $ 3376 % 3407 | $ 3376 9% 336.0]| $ - 13 336.0| % 0.6 0%
790 Department of Public Safety $ 150.2 | $ 1599 | $ 159.2 1 $ 159.2 | $ 159.2 | $ - $ 159.2 | $ 9.1 6%
All Other Agencies® $ 167.6 | $ 1955 ] $ 19251 $ 196.9 | $ 198.8 | $ - 3$ 198.8 | $ 31.2 19%
Subtotal| $ 8,400.6 | $ 9,212.0]$ 9,247.0] $ 9,329.5|$ 9,4456]$ (20)] $ 9,443.6 | $ 1,043.0 12%
E‘f}ﬂmg:::g}fi:‘g%z‘c'es’H'gher -1 - |s 9213|s %4 (s 957 % 748 - |s 974|$ 974 -
Public Schools LGPF to PERF $ - $ - $ 94018 - $ - $ - 18 - 18 - -
10% GSD Health Premiums $ - |8 o R 1008 85]%$ 85]% -1 85]|$ 85 -
PSIA Health Premiums $ - s 100.0 | $ - |8 S - 18 - |8 N - -
Additional 1% Salary for inflation/health| $ - $ - $ - $ - $ 1911 % - 1$ 19.1]19% 19.1 -
Grand Total | $ 8,400.6 | $ 9,403.2|$ 94454 |$% 9,4338|% 9,570.7]|$ (20)] $ 9,568.7|$ 1,168.1 14%

5/4/20232:45 PM
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Appendix C - FY23 General Fund Appropriations Summary by Agency
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Appendix D - General Appropriation Act Vetoes

Laws 2023, Chapter 210, General Appropriation Act Vetoes

(thousands of dollars)

3
g Page Code Agency General Fund | OSF/ISIA/ FF Lag?lllj;ge Veto Description
Strikes Section 3 C & D requiring unspent general fund
1 Page 3, General Provisions X appropriations to revert by Oct. 1 to the general fund, or amounts in
Lines 8-23 excess of $75 million revert to the severence tax permanent fund for
FY23 & FY24.
) Strikes "for the New Mexico department of agriculture” from the
2 Pfage 27, 341 Depalrt'ment. of*Fmance & X appropriation of $166 thousand for PSE&B to administer food
Line 19 Administration
programs.
Page 31, Strikes requirement for PSIA to use appropriations for a claims
3 [Lines 13- 342 |Public School Insurance Authority X quiren . ) pprop .
16 payment integrity review of paid health insurance claims.
4 Eage 33, 343 |Retiree Healthcare Authority X Strikes re_qmrer_'nent fpr RHCA.to use appropnatlons f_or a claims
Lines 5-8 payment integrity review of paid health insurance claims.
Page 51,
5 Line 16, 420 |Regulation & Licensing Department % Strikes "and manufactured housing" from program name and
17,18,19- purpose.
20
Page 57, ) ’ y " " inti
6 Line 8. 12 440 |Office of Superindendent of Insurance X Strikes "other state funds" from two appropriations.
Page 60, . Strikes "and staffing" from appropriation language for the African
7 Line 3 460 |State Fair X American performing arts center transfer from the State Fair.
Page 67, Strikes budget requirement to receive approval from the Legislature
8 |Lines 22- 516 |Dept. of Game and Fish X prior to using appropriations for purchasing private lands contingent
25 on enactment of SB 439.
P_age 82, Early Childhood Education & Care Strikes various clauses on use of school permenant fund revenue in
9 |Line7,8, 611 X N )
10 Department in the general fund lieu of regular general fund revenue.
Eage 82, Early Childhood Education & Care Strikes reversion requirement of unspent early childhood education
10 |Lines 11- 611 X S -
12 Department and care distributions reverting back to the fund.
Page 83, . . . . . . .
) Early Childhood Education & Care Strikes reversion requirement of unspent early childhood education
11 |Lines 11- 611 X S -
12 Department and care distributions reverting back to the fund.
12 Page 84, 611 Early Childhood Education & Care X Strikes reversion requirement of unspent early childhood education
Lines 3-4 Department and care distributions reverting back to the fund.
Page 84, Early Childhood Education & Care Strikes various clauses on use of school permenant fund revenue in
13 |, . 611 X ; )
Line 25 Department in the general fund lieu of regular general fund revenue.
14 Page 85, 611 Early Childhood Education & Care X Strikes reversion requirement of unspent early childhood education
Lines 6-7 Department and care distributions reverting back to the fund.
Pag 91, . " . . L
15 |Line 8, o 630 |Human Services Department X St_nl_(e_s_ Th_e humar_1 services department_wnl not"expand medicaid
10 eligibility without prior approval of the legislature.
16 Ei%i?‘ 630 [Human Services Department X Strikes "and child" from maternal and child provider rate increases.
Page 96 Strikes language clarifying approrpriations contained sufficient funds
17 Lin?as 4_% 630 [Human Services Department X for an alternative sentencing substance abuse treatment program in
San Juan county.
18 Page 124, 780 Crime Victims Reparations % Strikes "other state funds category" and "for care and support"
Line 13, 14 Commission* eliminating both the source of funding and purpose of funding.
Page 134, Strikes requirements for PED to prioritize funding for professional
19 |Lines 16, 924 |Public Education Department® X development and mentoring grants to LEAs in compliance with state
25 law.
Page 136, . . Strikes requirement for reporting to the legislative finance committee
20 Line 20, 21 950 |Higher Education X for higher education institutions with declining enroliment.
21 Eage 139, 950 |Higher Education Department % Strlke§ opportunity scholarship reports to the legislative finance
Line 22 committee.
Page 139, Strikes reversion language for unspent opportunity scholarshi
22 |Lines 22- 950 [Higher Education Department X guag P PP Y P
24 general fund appropriations to the general fund.
Page 180, . Strike requirement for PED to consult with legislative finance
23 Line 2 993 |Public School Support X committee on setting the SEG unit value.
Page 180, . A y " " ;
24 Line 23, 25 993 [Public School Support X Strikes "average" from salary increases.
25 Ei?]gez ,1583 993 [Public School Support® X Strikes "average" from salary increases.
Page 185, . . . .
26 |Lines 12- 993 |Public School Support % Stnke_;s Iangua_ge proh|b|t|ng PEI? fr_om _|nc|ud|ng a non-statutory
14 density factor in transportation distribution.
Page 186 Strikes language appropriating funding to tribal education
27 |29 > | 993 [Public School Support* X departments, tribal libaries, Native American language programs,
Lines 9-10 L
charter schools and school districts.
28 Section 4 Total $ - $ -
Page 190, Strikes appropropriation for transferring substitue advisory council -
29 |Lines 13- 218 |Administrative Office of the Courts $ (200.0) ) pproprop 9 b
17 failed contingency.




Appendix D - General Appropriation Act Vetoes

I
E Page Code Agency General Fund OSFI/ISIA/ FF Lag?‘:';ge Veto Description
30 E;%e1191‘ 251 |1st District Attorney* X Strikes "special” in front of prosecution.
31 Plage 193, 333 |Taxation and Revenue Department % Strikes appropriation contigency clause for approval of spending
Line 18-19 plan by the board of finance.
Page 194, Department of Finance & Strikes "technical assistance providers" from capacity building
32 |, . 341 L . X
Line 7-8 Administration grants
33 Page 195, 341 Department of Finance & $ (2,000.0) Strikes appropriation and language for a capital outlay office due to
Lines 7-11 Administration T failed enactment of SB 197.
Page 196, Department of Finance & Strikes requirement for law enforcement agencies to be in
34 |Lines 10- 341 part . X compliance with crime reporting to be eligible for grants. Not
Administration . ;
12 mentioned in Gov. veto message.
Page 196, ) Strikes requirement for unspent appropriations from the general
35 |Lines 12- 341 Depa'rt'mentl of Finance & X fund to revert to the general fund at the end of the appropriation time
13 Administration period
Page 197, ) Strikes language converting 2022 appropriation of $24 million for
36 |Lines 16- 341 Depgrt‘mentl of Finance & X statewide hunger initiatives from the general fund to the
Administration L X
17 appropriation contingency fund.
37 nge 199, 354 |Sentencing Commission X Stn_kes language designating NM Tech to perform data integration
Line 4-5 project.
38 Pfage 202, 419 |Economic Development Department X Strikes reponttlnlg rgquwement to the Ieg_;lslatlve finance commlttee on
Line 4-5 how appropriation is spent on economic development projects
39 Ei::]iezioz, 419 |Economic Development Department* X Stnl‘«-fs Ii(ir San Juan county." for use of energy transition
40 Pfage 203, 419 |Economic Development Department % Strikes "To contraclt with higher education institutions" for
Line 2 management of a film academy.
41 Pfage 203, 419 |Economic Development Department X Strikes .|nf':luld|ng energy transition assistance" from the
Line 9-10 appropriation's uses.
Page 204, Strikes contigency language on how appropriations could be
42 |Line 20, 440 |Office of Superindendent of Insurance X N !
2192 expended from the patient's compensation fund.
Page 205, e T " " "
43 |Lines 12- 516 | Department of Game and Fish* X Strikes fo_r efforts”, species of greatest need", and "need" from
13 conservation appropriation language
Veto changes purpose of "Native American studies faculty and
Page 207 teaching endowments statewide" to "Native American teaching
44 |29 *| 609 [Indian Affairs Department® $ (2,500.0) X statewide", and removes requirement to coordinate health care
Line 23 ) . Lo R .
spending with HSD. Veto message indicates intention to use
funding for technical i \ce centers.
45 551966321 T 631 |Workforce Solutions Department X Strikes "for San Juan county." for use of energy transition.
46 nge 211, 631 |Workforce Solutions Department $ (36,000.0) Strikes appropriation anq Ianguage for paid family medical leave bill
Lines 5-8 that was not enacted - failed contingency.
Page 212 Strikes $5 million of $10 million appropriation that was earmarked
47 Lin?e 19_2,’] 667 |Environment Department $ (5,000.0) contingent on enactment of HB453 creating an emergency drinking
water fund.
Page 214, . . . . -
48 Lines 4-9 667 |Environment Department X Strikes extension of prior year appropriation
49 Plage 215, 670 |Veteran Services Department X Strikes ",including suf‘flmentl funding t.o. provide s?rwces for the
Line 8-9 Albuquerque veterans services transition center.
Page 216, . . . N § .
50 |Lines 21- 770 | Corrections Department % Stnk_e_s: reporting requirement tq the Ieglslat!ve finance committee on
22 Hepititis C treatment and associated spending and outcomes.
51 nge 220, 924 |Public Education Department X Strlkgs part of purpose of appropriation to support educators
Line 3 teaching English to speakers of other languages endorsements.
52 Pfage 220, 924 |Public Education Department X Stnke§ provision authorizing use of appropriations to pay for teacher
Line 24-25 licensing exam fees.
53 Pfage 221, 924 |Public Education Department X Strlkgs provision aulhorlzllng use of a'ppropnatlons to support
Line 18 creating a special education credential.
Page 223, Strikes requirement to distribute appropriations to institutions of
54 |Line 9-10, | 950 |Higher Education Department X ! quire pprop
9903 higher education no later than July 1, 2023.
Page 226, . . Strikes how much each university would receive in disbursements
55 14-20 950 |Higher Education Department X from the appropriations from the technology enhancement fund.
56 P_age 227, 952 |University of New Mexico $ (25,000.0) S_trlkgs appropnat!on contigent on enactment of SB 382 for the
Lines1-3 bioscience authority
Page 227, Strikes language extending appropriation date for experiential
57 |Lines 19- 958 |Western New Mexico University X ; guag g approp! p
20 learning supports at WNMU.
Page 230, Strikes contingency language requiring healthcare premuim
58 |[Lines 7-17,| 350 |General Services Department** $ (23,650.0) increases and payment integrity audits. Strikes language
21-22 designating $23 million from the ACF and not the general fund.
59 Eizz (23:_571 350 ([General Services Department X Strikes contigency language to raise risk fund rates for FY24.
60 P_age 235, 630 |Human Services Department % Stn_kes_rep(_)mng reqmrement for MMIS status reports to the
Line 5 legislative finance committee.
Page 239, . - Strikes reporting requirement for the comprehensive child welfare
61 [Lines 22, 690 Children, Youth and Families X replacement system status reports to the legislative finance
Department N
23 committee.




Appendix

- General Appropriation Act Vetoes

I+
E Page Code Agency OSFI/ISIA/ FF Lag?:;ge Veto Description
62 Section 5,6,7 Total $ -
63 Pages 243- c . Strikes "n" from the work "an" before striking "average" before every
ompensation X o ) X .
245 description of fiver percent pay increase in the section.
Page 244 Strikes "ten percent" and "rate increase" from clause requiring
64 Line 16 ’ Health Insurance Premiums* X appropriation to pay employer cost of a ten percent health care
premium increase.
65 Section 8 Total $ -
Page 246,
Line 12 Strikes other state funds appropriation. Strikes language
66 |and Page 805| Transportation Department $  (74,000.0) o o . X
247, Lines appropriating the $74 million contingent on enactment of HB457.
1-4
67 Section 9 Total $ (74,000.0)
68 Page 249, 690 Children, Youth and Families $ R % Strikes "For grants to hospitals" from the purpose of the
Line 24 Department? appropriation to allow CYFD to use funding differently.
69 Section 11 Total $ -
70
71 Grand Total $  (74,000.0)

* Partial veto alters or enlarges appropriation inappropriately. **Partial veto renders appropriation void. *Partial veto changes purpose or frustrates the will of the legislature inappropriately. For IAD purpose is unrecognizable rendering
appropriation void.




Appendix E - U.S. and New Mexico Economic Indicators

U.S. and New Mexico Economic Indicators

FY22 FY23 FY24 FY25 FY26
Dec 22 | Dec22 | Dec 22 | Dec 22 | Dec 22
Forecast | Forecast | Forecast | Forecast | Forecast
National Economic Indicators
IHS US Real GDP Growth (annual avg.,% YOY)* 4.0 0.4 0.4 1.7 1.9
Moody's US Real GDP Growth (annual avg. ,% YOY)* 4.0 0.8 1.4 25 29
IHS US Inflation Rate (CPI-U, annual avg., % YOY)** 7.2 6.6 3.0 2.5 2.2
Moody's US Inflation Rate (CPI-U, annual avg., % YOY)** 7.2 6.4 2.8 23 21
IHS Federal Funds Rate (%) 0.3 3.8 4.8 3.6 2.7
Moody's Federal Funds Rate (%) 0.3 3.8 4.4 3.5 2.6
New Mexico Labor Market and Income Data
BBER _ NM Non-Agricultural Employment Growth (%) 4.2 1.2 0.4 0.6 0.8
Moody's NM Non-Agricultural Employment Growth (%) 5.4 2.8 1 0.9 0.5
BBER NM Nominal Personal Income Growth (%)*** 7.5 0.7 4.4 4.5 4.7
Moody's NM Nominal Personal Income Growth (%)*** 7.5 0.9 6.4 5 4.2
BBER NM Total Wages & Salaries Growth (%) 10.0 6.1 3.9 3.8 3.7
Moody's NM Total Wages & Salaries Growth (%) 10 8.1 6.8 5.5 4.9
BBER NM Private Wages & Salaries Growth (%) 12.4 7.2 3.9 3.7 3.7
BBER NM Real Gross State Product (% YQY) 1.7 1.1 1.1 1.9 1.8
Moody's NM Real Gross State Product (% YOY) 1.7 1.5 1.8 2.0 25
CREG NM Gross Qil Price ($/barrel) $88.11 | $85.00 | $76.50 | $72.50 | $70.50
CREG NM Net Qil Price ($/barrel)***** $77.44 | $74.63 | $67.17 | $63.66 | $61.90
BBER Oil Volumes (million barrels) 531 556 551 554 560
CREG NM Taxable Qil Volumes (million barrels) 531 620 660 710 745
NM Taxable Oil Volumes (%YQY growth) 30.3% 16.7% 6.5% 7.6% 4.9%
CREG NM Gross Gas Price ($ per thousand cubic feet)**** $7.03 $7.05 $5.60 $5.15 $5.05
CREG NM Net Gas Price ($ per thousand cubic feet)***** $5.47 $5.49 $4.26 $3.89 $3.79
BBER Gas Volumes (billion cubic feet) 2,586 2,662 2,641 2,642 2,674
CREG NM Taxable Gas Volumes (billion cubic feet) 2,586 2,875 3,015 3,120 3,200
NM Taxable Gas Volumes (%YOY growth) 21.1% 11.2% 4.9% 3.5% 2.6%
Notes

* Real GDP is BEA chained 2012 dollars, billions, annual rate

** CPlis all urban, BLS 1982-84=1.00 base

***Nominal Personal Income growth rates are for the calendar year in which each fiscal year begins
****The gross gas prices are estimated using a formula of NYMEX, EIA, and IHS Markit future prices

*****The net oil and gas prices represent calculated prices based on taxable values of the product after
deductions for transportation, processing, and royalties
Sources: BBER - December 2022 FOR-UNM baseline. IHS Global Insight - December 2022 baseline.




General Fund Consensus Revenue Estimate - December 2022

Appendix F - General Fund Consensus Revenue Estimates

FY22 FY23 FY24 FY25
Dec 22 Est. Dec 22 Est. Dec 22 Est.
0, 0 0, 0
Revenue Source I‘Ze: 221 f/o Ch;;gi Dec 22 Est. (Legislation- fﬁ,rcnh:;gez Dec 22 Est. (Legislation: ffocmhzzgz Dec 22 Est. (Legislation- fﬁ)ﬁﬂ.h:\?%i
cual - from Adjusted) Adjusted) Adjusted)

Base Gross Receipts Tax 3,536.4 19.0% 3,830.8 3,830.8 8.3% 3,802.6 3,753.3 -2.0% 3,905.3 3,855.4 2.7%

F&M Hold Harmless Payments (108.5)  -10.6% (107.7) (107.7) -0.8% (99.0) (99.0) -8.0% (90.0) (90.0) -9.2%
NET Gross Receipts Tax 3,427.9 20.3% 3,723.1 3,723.1 8.6% 3,703.6 3,654.3 -1.9% 3,815.3 3,765.4 3.0%
Compensating Tax 63.1 -1.2% 68.4 68.4 8.3% 67.9 67.9 -0.7% 69.7 69.7 2.7%
TOTAL GENERAL SALES 3,491.0 19.8% 3,791.5 3,791.5 8.6% 3,771.5 3,722.2 -1.8% 3,885.0 3,835.1 3.0%
Tobacco Products and Cigarette Taxes 82.8 -8.5% 79.3 79.3 -4.2% 77.4 77.4 -2.4% 75.9 75.9 -1.9%
Liquor Excise 25.0 1.7% 249 249 -0.7% 25.1 25.1 0.9% 25.3 25.3 0.9%
Cannabis Excise 5.1 N/A 23.3 23.3 358.1% 25.1 25.1 8.0% 27.1 271 7.8%
Insurance Taxes 320.8 9.6% 344.8 344.8 7.5% 363.8 341.3 -1.0% 430.3 408.5 19.7%
Fire Protection Fund Reversion - -100.0% - - - - - -
Motor Vehicle Excise 155.3 -10.8% 162.6 162.6 4.7% 164.6 164.6 1.2% 167.7 167.7 1.9%
Gaming Excise 68.4 177.3% 68.7 67.9 -0.7% 70.0 66.9 -1.5% 69.3 66.2 -1.0%
Leased Vehicle & Other 7.3 33.6% 5.1 5.1 -30.4% 5.3 5.3 3.9% 5.4 5.4 1.9%
TOTAL SELECTIVE SALES 664.7 6.5% 708.7 707.9 6.5% 731.4 705.8 -0.3% 801.0 776.1 10.0%
Personal Income Tax 2,327.6 22.2% 2,392.5 2,392.5 2.8% 2,321.7 2,219.1 -7.2% 2,406.2 2,299.6 3.6%

Gross Corporate Income Tax 404.4 113.4% 393.8 393.8 -2.6% 409.4 409.4 4.0% 416.3 416.3 1.7%

CIT Refundable Credits (60.5) 52.0% (101.8) (101.8) 68.3% (144.9) (144.9) 42.3% (164.5) (226.0) 55.9%
NET Corporate Income Tax 343.9 129.7% 292.0 292.0 -15.1% 264.5 264.5 -9.4% 251.8 190.3 -28.0%
TOTAL INCOME TAXES 2,671.5 30.1% 2,684.5 2,684.5 0.5% 2,586.2 2,483.6 -7.5% 2,658.0 2,489.9 0.3%

Gross 0il and Gas School Tax 1,865.8 144.5% 2,091.2 2,091.2 12.1% 1,912.9 1,912.9 -8.5% 1,911.4 1,620.3 -15.3%

Excess to TSR or Early Childhood Trust Fund (1,340.1)  291.0% (1,253.2) (1,253.2) -6.5% (746.9) (746.9) -40.4% (473.9) (473.9) -36.6%
NET 0il & Gas School Tax 525.7 25.0% 838.0 838.0 59.4% 1,166.1 1,166.1 39.2% 1,437.6 1,146.5 -1.7%
0il Conservation Tax 99.7 151.7% 113.6 113.6 14.0% 105.4 105.4 -7.2% 105.9 105.9 0.5%
Resources Excise Tax 8.7 28.2% 7.8 7.8 -10.5% 7.8 7.8 0.0% 7.8 7.8 0.0%
Natural Gas Processors Tax 10.2 -2.9% 42.0 42.0 312.0% 63.4 63.4 51.0% 64.2 64.2 1.3%
TOTAL SEVERANCE TAXES 644.2 35.0% 1,001.4 1,001.4 55.4% 1,342.6 1,342.6 34.1% 1,615.5 1,324.4 -1.4%
LICENSE FEES 56.7 160.2% 56.8 56.8 0.1% 56.7 56.7 -0.2% 56.6 56.6 -0.2%
LGPF Interest 787.8 9.2% 875.4 875.4 11.1% 1,173.9 1,173.9 34.1% 1,284.4 1,284.4 9.4%
STO Interest (118.3) -2312.1% 26.6 26.6 -122.5% 196.9 196.9 640.2% 193.0 193.0 -2.0%
STPF Interest 246.4 5.3% 265.8 265.8 7.9% 279.2 279.2 5.0% 302.4 302.4 8.3%
TOTAL INTEREST 915.9 -4.7% 1,167.8 1,167.8 27.5% 1,649.9 1,649.9 41.3% 1,779.8 1,779.8 7.9%

Gross Federal Mineral Leasing 2,256.7 178.1% 3,036.3 3,036.3 34.5% 2,727.2 2,727.2 -10.2% 2,542.7 2,246.3 -17.6%

Excess to Early Childhood Trust Fund (1,501.5) N/A (1,917.1) (1,917.1) 27.7% (1,113.5)  (1,113.5) -41.9% (612.9) (612.9) -45.0%
NET Federal Mineral Leasing 755.2 -6.9% 1,119.3 1,119.3 48.2% 1,613.7 1,613.7 44.2% 1,929.8 1,633.4 1.2%
State Land Office 52.9 26.8% 54.4 54.4 2.8% 50.0 50.0 -8.2% 50.6 50.6 1.3%
TOTAL RENTS & ROYALTIES 808.1 -5.3% 1,173.7 1,173.7 45.2% 1,663.6 1,663.6 41.7% 1,980.4 1,684.0 1.2%
TRIBAL REVENUE SHARING 71.4 48.3% 76.9 76.9 7.6% 78.7 78.7 2.4% 80.7 80.7 2.5%
MISCELLANEOUS RECEIPTS 41.2 0.3% 389 395 -4.3% 39.2 42.1 6.8% 389 41.8 -0.7%
REVERSIONS 310.4 242.8% 75.0 75.0 -75.8% 75.0 75.0 0.0% 75.0 75.0 0.0%
TOTAL RECURRING 9,675.3 19.7% 10,775.1 10,774.9 11.4% 11,994.9 11,820.3 9.7% 12,970.9 12,143.4 2.7%

2023 Nonrecurring Legislation (666.8) (6.8) -99.0%

2022 Nonrecurring Legislation (897.6) (68.2) (68.2) -92.4% - - - - - -

2021 Nonrecurring Legislation (5.2) -96.5% (0.6) (0.6) -88.5% - - - - -

Other Nonrecurring - -100.0% - - - - - - - -
TOTAL NONRECURRING (902.9) 2543.5% (68.8) (735.6)  -18.5% - (6.8) - - -
GRAND TOTAL General Fund 8,772.5 9.0% 10,706.3 10,039.3 14.4% 11,994.9 11,813.5 17.7% 12,970.9 12,143.4 2.8%




Appendix G - General Fund Recurring Appropriation Outlook

FY23-FY27 General Fund Recurring Appropriation Outlook

2) Additional compensation packages assumed at 5 percent in FY25 and 4 percent in FY26 and FY27.

(in millions)
Operating Budget Operating Budget Outlook Outlook Outlook
FY23 FY24 FY25 FY26 FY27
December 2022 Consensus $ 10,7751  $ 11,9949 $ 12,9709 $ 13,9144 $ 14,7241
2023 Tax and Revenue Changes $ (174.5) $ (827.6) $ (1,461.0) $ (1,949.8)
Total Recurring Revenue $ 10,7751 $ 11,8204 $ 12,1433 $ 12,4534 $ 12,774.3
Year-to-Year Percent Change 32.0% 9.7% 2.7% 2.6% 2.6%
Recurring Appropriations
Legislative $ 543 $ 56.6 $ 585 $ 60.6 $ 62.7
Feed Bill $ 496 51.3 § 53.1 § 549 § 56.9
Legislative 3 4.7 $ 53 § 54 ¢ 56 $ 5.8
Judicial $ 3635 $ 386.0 $ 4014 $ 4175 $ 434.2
General Control $ 1765 $ 2130 $ 2205 $ 2282 $ 236.2
Commerce, Industry $ 804 $ 89.3 § 924 § 956 $ 99.0
Agriculture, Energy and Natural Resources $ 982 § 1071 § 1108 $ 1147 $ 118.7
Medicaid $ 1,3475 $ 14545 § 1,541.8 $ 1,634.3 § 1,732.3
Other Health, Hospitals and Human Services $ 9039 $ 12534 $ 1,316.1  $ 1,3819 $ 1,451.0
Public Safety $ 5074 $ 5200 $ 5408 $ 5624 §$ 584.9
Other Education $ 59.7 § 485 $ 502 § 520 § 53.8
Higher Education $ 1,0254 $ 12125 §$ 1,261.0 $ 13114 § 1,363.9
Public School Support $ 3,8129 § 41262 $ 43119 §$ 4,505.9 $ 4,708.7
2024 Compensation Package (excl. public education) $ 1251 § 1251 § 1251 § 125.1
Subtotal - Recurring Appropriations $ 8,429.7 $ 95921 $ 10,030.5 $ 10,489.6 $ 10,970.5
Year-to-Year Percent Change, pre-adjustment 13.2% 13.8% 4.6% 4.6% 4.6%
Adjustment Scenario
- Replace NR Tobacco Settlement Fund Revneue in Medicaid $ 140 $ 140 $ 14.0
- Public Education Reform Fund Backfilling $ 88.0 $ 88.0 $ 88.0
- K-12 Plus $ 800 $ 80.0 $ 80.0
- Replace Court Fees $ 83 §$ 83 $ 8.3
- Eliminate DD Waitlist $ 400 $ 820 $ 82.0
- Risk Management - Public Liability Increases $ 140 $ 140 $ 14.0
- State Employee Compensation Study Implementation $ 400 $ 400 $ 40.0
- Health Ins. Premium Surtax - GF Backfill of Fund Use $ 213 $ 213 $ 21.3
- Childcare Assistance - ARPA Backfill $ 328 §$ 328 §$ 32.8
- DolT CyberSecurity $ 150 $ 150 $ 15.0
- Additional Compensation Package (incl. public education) $ 250.0 $ 4500 $ 650.0
- GSD Health Premiums $ 100 $ 200 $ 25.0
Subtotal - Adjustment Scenario $ 6134 $ 8654 $ 1,070.4
Total Recurring Appropriations + Adj Scenario $ 8,429.7 $ 9,592.1 $ 10,643.9 $ 11,355.0 $ 12,040.9
Year-to-Year Percent Change 13.2% 13.8% 11.0% 6.7% 6.0%
Surplus/(Deficit) $ 23454 $ 22283 $ 1,499.4 $ 1,098.4 $ 733.4
Notes: 1) Annual appropriation growth FY23-FY25 (with FY2 3) Some bills have assumed operating budget impacts beginning in FY23
Public School Support 4.5% Health, Hosp. & Hum. Sv¢  5.0%
Higher Education 4.0% Medicaid 6.0%
Public Safety 4.0% Other HHHS 5.0%
Judicial 4.0% Other State Agencies 3.5%

* totals may not foot due to rounding




Appendix H - Tax Changes

Tax Changes Over $5 Million: Legislative Sessions 2019-2023
(in millions of dollars)
FY23 FY24 FY25 FY26 FY27
R . Non- R . Non- R . Non- R . Non- R . Non-
ecurring Recurring ceurring Recurring ceurring Recurring ceurring Recurring ceurring Recurring
2023 Regular Session
HB 353 South Campus TIDD s (55) s (55 S (5.5) s (5.5)
Bl HB 547 Omnibus Tax Package
= Healthcare Practitioner Copay/Deductible Deductif $  (393) $ (389 $ (38.6) $ (38.5)
%‘) 2022 Regular Session
% HB 163 Tax Changes
g GRT Rate Cut S (94.1) $  (194.1) $  (199.9) S  (206.2) S (2062)
E‘ B to B Manufacturers $ (5.6) $ (5.8) $ (6.0) $ (6.2) $ (6.2)
8 2021 First Special Session
= HB2  Cannabis Regulation Act
g Medical Cannabis GRT Deduction $  (11.6) $ (139 $ (139 $ (13.9) $ (13.9)
E GRT Revenue $ 10.8 $ 154 $ 15.4 $ 15.4 $ 15.4
‘g 2019 Regular Session
E HB6 Tax Changes
2 Hospital Tax Reform $  100.0 $  100.0 $ 100.0 $ 100.0 $ 100.0
= Remote Sales $ 46.0 $ 46.0 $ 46.0 $ 46.0 $ 46.0
€] Remote Sales: State loss from local sharing $  (22.0) $ (22.0) $ (22.0) $ (22.0) $ (22.0)
Remote sales: State loss from DBS out-of-state | $  (42.0) $  (42.0) $ (420 $ (42.0) $ (42.0)
HB 165 Modifying High Wage Jobs Tax Credit $  (10.0) $  (10.0) $  (10.0) $ (10.0) $ (10.0)
TOTAL GRT $ 447 8 0.2))$ (9.7 $ 02)] $ (2064) $ - $ (144 S - $ (214.5) $ =
2023 Regular Session
HB 547 Omnibus Tax Package
2021 Income Tax Rebates $  (666.6) $ 6.7)
Child Income Tax Credit $  (102.6) $  (106.6) S (108.9) s (11L1)
Film Tax Credits $ (61.5) $ (75.9) $ (87.3)
% 2022 Third Special Session
t HB2  Tax Rebates $ (394
£ 2022 Regular Session
2 HB 163 Tax Changes
= Child Credit S (74.0) $  (747) $  (754) $ (75.4)
= Military Pension Exemption $ (7.4) $ (13.5) $ (17.8) $ (18.6) $ (18.8)
E- Social Security Exemption $  (84.1) $  (89.4) $ (%44 $ (99.5) $ (99.5)
= Nurses Credit $ 9.4)
o 2021 Rebate $  (16.9)
T HB291 Tax Changes
; Low Income Comprehensive Tax Rebate $  (49.9 $  (50.9) $  (52.0) $ (52.0) $ (52.0)
g Working Families Tax Credit $  (22.6) $ 492 $ (492 $ (49.2) $ (49.2)
E 2019 Regular Session
& SB2  Film Tax Credit Changes S (95.9) $  (95.9) $  (95.9) $  (95.9) $ (95.9)
HB6 Tax Changes
New PIT Brackets $ 41.0 $ 41.0 $ 41.0 $ 41.0 $ 41.0
Increase WETC to 17% S (41.0) S (41.0) $ (410 S (41.0) s (41.0)
Dependent Deduction $  (28.0) $ (28.0) $ (28.0) $ (28.0) $ (28.0)
Change PIT Deduction for Capital Gains $ 10.0 $ 10.0 $ 10.0 $ 10.0 $ 10.0
TOTAL PIT/CIT $ (2902) $ (7354)|$ (5057 S 6D S (582808 - |$ 6065 $ - s (6203 s =
2023 Regular Session
SB 26 Excess Oil & Gas Funds to Severance Tax Fund $  (587.6) $ (1,204.0) $  (1,681.7)
SB 491 Health Premium Tax for Law Enforcement $  (225) $ (21.8) $ (22.2) $ (22.6)
2021 Regular Session
SB3 Small Business Recovery Act $ (5.0) $  (104) $ (6.1 $ (22.2) $ (22.2)
§ 2021 First Special Session
g HB2  Cannabis Regulation Act $ 3.0 $ 3.