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Good morning.  My name is Ronojoy Sen and along with Peter Muller, Pew Charitable Trusts.  We would like to thank the LFC for inviting us to speak today and we are looking forward to hearing from others about this very important topic.  Pew is a non-partisan, nonprofit organization with several government performance and environment projects under its portfolio. Our team at Pew looks at the intersection of state and fiscal policies, which consists of examining grants and federal aid to states as well as federal and state spending on natural disasters. An area of focus has been the impact of natural disasters such as wildfires on the long-term outlooks for state and local budgets, and our team recently released a report on this topic which is entitled, “Wildfires: Burning Through State Budgets”
Our role here today is to share some of the lessons we’ve learned in our research for that report, including some of the unique budget challenges wildfires create for states, and some of the strategies we’ve identified for managing those challenges.  And we are interested to learn more about whether these challenges that we’ve identified align with New Mexico’s experience and we hope to learn more about some of the innovative steps you are already implementing.



The impact of wildfires is growing

Fires are getting bigger: From 2017 to 2021, the average annual acreage burned was 68%
higher than 1983 to 2016.

Federal spending is on the rise: The Department of Interior (DOI) and the U.S. Fire Service
(USFS) doubled their combined spending between 2011 and 2020.

State spending is on the rise as well: Washington state spent an annual average of $24 million

in state funds on wildfire suppression between 2010 and 2014. For the period of 2015 to 2019,
that average more than tripled to $83 million.
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The overarching context for this conversation is that wildfires are becoming bigger and more costly over time.  The number of acres burned over the past 5 years is 68% higher than the average over the previous 3 decades.  All of you in New Mexico are seeing this as well when in 2022, over 859,000 acres of land was damaged by wildfires, which was the 2nd highest amount in the country behind Alaska.  As fires have grown, so has government spending on the costs associated with these fires. 
To put some dollar numbers to that, at the federal level, combined spending by the Department of the Interior and the U.S. Forest Service doubled from FY 2011 to 2020.
Along with federal dollars rising towards these disasters, we are seeing the same thing at the state level as well. One of the challenges we found in working on our report was that good data on state and local spending is harder to come by, but to give one example, the state of Washington’s average annual spending on wildfires more than tripled when you compare the first half of the 2010s to the second.



Federal spending on wildfire management has grown significantly since FY 2011
Funding over time for wildfire management by the USFS, DOI, and FEMA
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Here you can see that federal spending growth over time.  I’d draw your attention to the blue bar, which is FEMA spending in addition to USFS and DOI.  Note the significant jump starting in 2018.  This is driven by major disaster declarations to fund recovery from major fires mostly in California but we are aware that FEMA has also played a significant role here in New Mexico, especially after the Hermit’s Peak/Calf Canyon fires of last year. 


Pew’s recent study examined the fiscal impact of wildfires on states
Study details

Key takeaway: Increasing spending on wildfire management is creating budget stress at all
levels of government.

Expertise included: Pew spoke to state and federal forestry, emergency management, budget,

and wildfire experts for this study. Pew spoke with officials from Alaska, California, Florida,
Nevada, Texas, and Washington.
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Our team was focused on the fact that we were seeing budgets being stressed by these disasters at all levels. We began researching federal data and information and to better understand how state and local governments are dealing with these fiscal changes as well, we conducted in depth interviews with state and federal forestry, emergency management and budget officials, and other wildfire experts in six states that are listed here.


Wildfire management activities
These activities happen, before, during and after fires
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What spending are we talking about?  Wildfire spending takes place before, during and after fires occur.  Before the fire, that can include prevention, mitigation, and preparedness, doing things like making homes more resilient or mechanical thinning. Suppression – which is paying for the actual firefighting during the fire, and the clean-up and rebuilding costs after the fire.  
In some jurisdictions there is data about spending on some of these activities but if you’re not capturing all of it, you’re missing the total impact on your budget.



Wildfire management spending is highly intertwined
Flow of funding for reimbursements, grants, and direct spending among federal, state, and local agencies
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Now onto who pays. The entities that are responsible for these costs primarily depends on where the fire starts. Generally speaking, if a fire starts on federal land the federal government pays for the suppression costs, and if it starts on land under state jurisdiction, the state or local government pays, with some state-to-state variation on those details.
But since fires don’t stay within these political boundaries, government entities have entered into a complex system of hundreds of cooperative agreements. These agreements help manage not only wildfire suppression activities, but also payment and reimbursements between governments for services they provide. 
The federal government provides grants to assist state and local governments. These grants come from FEMA and land management agencies and cover everything from recovery to prevention, mitigation, or preparedness activities.




Key themes from Pew’s study
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Thanks Ronojoy, and I appreciate the opportunity to speak to you all today.  In doing this research, we identified three main themes related to the challenges of budgeting for wildfire that we’ll address here today. 
First, is measuring the impact of wildfire on state budgets.  Across the states we looked at, we found that states do not have a clear picture of the total cost to the state from wildfires.  I’ll discuss some of the reasons why it is hard to understand this complete cost and how some states are beginning to tackle this.  came away with three main recommendations, primarily geared toward how state governments budget:
Second, is managing the ways growing wildfire costs disrupt state budgets.  As costs have been rising, we see that the amount many states appropriate in advance of wildfires is falling short of actual needs more and more regularly.  So I’ll discuss why this is happening, why it is disruptive, and what some approaches could be to addressing those issues.   
And third, we found that investing in mitigation is essential to slowing the growth of these costs over time, and right now there is more money than ever being invested in mitigation programs, but there are still a lot of challenges to actually getting mitigation projects implemented.  So I’ll talk a little bit about what some of those challenges are, and what states can do to make sure they are taking full advantage of the funds that are available to help reduce the risks from future fires. First, all levels of government should be better at tracking and reporting on wildfire-related spending because this information is critical to determine how the state can plan and reallocate resources to confront rising risks.
Second, state and local governments should evaluate and strengthen current budget practices to make sure the funding matches needs as these costs continue to rise.
And finally, states should maximize investments in evidence-based mitigation, which doesn’t just mean putting more dollars towards mitigation, but ensuring they are in position to take full advantage of the funds that are available.




Measure Spending
Tracking and sharing wildfire spending data

Better data on the cost of wildfires is essential to:
« Allow for budget planning and stability
* Inform investments in mitigation

Challenges to understanding the full budget impact of wildfire:
« Spending happens before, during, and after fires
* Tracking spending across agencies is difficult
* Funding comes from multiple revenue sources
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So let’s get into that first theme, first, let’s talk about measuring and improving data on wildfire spending.  Knowing what wildfires cost state governments is essential.  States need to know what they are spending , both to help plan for the increasing cost over time, and to inform your investment decisions in mitigation, those activities that reduce risk over the long term.  
Our research did not provide any examples of states with None of the states we spoke with have complete, publicly available data that captures the total wildfire-related spending in one place.  And there are a number of reasons for that.  We did find some interesting examples of how states are addressing various parts of this challenge, so I am going to use those state examples to illustrate why this is so difficult.  we don’t already have that better data.  We are talking about spending that takes place across a wide array of agencies, across multiple levels of government and for a number of different purposes.



Measure Spending
Tracking spending beyond suppression

*

California

« California has a public facing
dashboard that shows their
mitigation investments. Metrics
tracked include location and type of

project CALIFORNIA REPUBLIC
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One challenge gets back to the point Ronojoy was making about spending happening before, during, and after fires.  We found that the data on wildfire spending tended to be the most available around the cost of suppression.  We’ve spoken with some people from your department of Energy, Minerals and Natural Resources, and it sounds like they track that suppression spending with a lot of detail, which is an important piece of the puzzle.  We found fewer examples of detailed reporting on spending on other phases of wildfire management, like mitigation or recovery costs.  We don’t have a lot of great examples in our research of states capturing and reporting on the full impact of fires on their budgets.  Looking at the issue of tracking spending on the different phases of wildfire spending, from our conversations with some of the folks from EMNRD, it sounds like they provide some very detailed reporting on suppression costs when they request an executive order for suppression funding, which is an important piece of the puzzle.  
We’ve seen fewer examples of good tracking and reporting on costs of mitigation or recovery.  One example we do have is from California.  They recently made a major investment of state dollars for mitigation, and have published , where they publish an online dashboard that tracks details about how the state’s mitigation investments are being spent across a number of different agencies.  It includes metrics like project locations and type of project being funded, to allow help with transparency and improve planning for future projects.  


https://www.sourcewatch.org/index.php?title=File:California_state_flag.png
https://creativecommons.org/licenses/by-nc-sa/3.0/

Measure Spending
Cross-agency disaster spending reporting

Ohio

* Shortly before COVID, when a
disaster was declared, impacted
agencies were required to report
their disaster spending to their Office
of Management and Budget.
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Another data challenge is tracking spending across different agencies.  Disaster expenses are not limited to one agency, which makes it difficult to understand the big picture cost.  In terms of reporting spending across different agencies, forestry, emergency management, transportation, etc., Ohio has implemented an interesting program where their budget office issues a memo to impacted agencies as soon as a disaster is declared (and this isn’t limited to just wildfire, it is applicable to any natural disaster in Ohio), and then the agencies report any spending related to that disaster back to the budget office.  By identifying a entity responsible for collecting the information, it makes it more possible to report comprehensive numbers.

http://www.all-flags-world.com/usa-states/Ohio/Flag-ohio-paper-texture.php
https://creativecommons.org/licenses/by-nc-sa/3.0/

Measure Spending
Reporting suppression funding

Washington

« Washington, in response to a
legislative audit, the Forestry agent
reported detailed information of the
previous decade's suppression costs.
They also differentiated between
state and federal sources.
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A third challenge is understanding how much of a state’s wildfire spending is being reimbursed with federal funds and how much has to be paid for with state dollars.  This is often data that state agencies are able to produce when requested, but because federal reimbursements can take multiple years to be fully resolved, our research did not reveal many instances of regular public-facing reporting that specific which spending came from federal versus state sources.  
One example we were able to find came from Washington, which published a report in 2019 that gave details about suppression spending over the prior decade and included funding sources. As for examples of good reporting on the sources of funding for wildfire activities, that can be difficult as well.  Washington produced a report in 2019 that gave really good detail on suppression funding over the previous decades, complete with how much of the funding came from state dollars vs. federal dollars.  But I’ll note that this was a one-time report not an ongoing effort that could show trends over time.


http://involuntarytransformation.blogspot.com/2011/04/in-real-life-i-have-constitution-of-my.html
https://creativecommons.org/licenses/by-nc/3.0/

Manage Rising Costs
Evaluating current budget processes

Many states have implemented backwards-looking estimates to plan initial wildfire
appropriations that fall short. However, backwards-looking estimates create challenges such as:
» As fires get larger, it will be harder to find resources for after the fact budgeting.
* [t removes the cost of wildfire from the regular budget process.

Managing federal reimbursement timelines creates challenges.
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That brings us to our second recommendationtheme, about how states manage their budget in the face of rising wildfire costs.  There are two main challenges we observed from states on this front.  evaluating current budget practices to see if they are continuing to function as intended in light of these increasing costs over time.  And there are two main challenges I want to touch on on this front:  First, for many of the states we looked at suppression appropriations were regularly falling short of their actual needs, and second, the timing of federal reimbursement can create cash-flow challenges even when states have budgeted enough funds to cover the state share of expenses.  how challenges related to federal funds can exacerbate this problem.  


Manage Rising Costs
Backward looking estimates underfund
suppression needs

Alaska

» Alaska bases their wildfire
suppression amount on the least
expensive year of the past ten years.

* Supplemental funding is made
available when additional costs need
to be covered.
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I’ll use the experiences of a couple of states to illustrate these two challenges and what problems this can create for states.  Alaska’s approach is to fund two separate line-items within their forestry agency’s operating budget.  One for wildfire preparedness, that keeps their fire crews employed and equipped, and one for wildfire suppression that is used for the costs of addressing wildfires as they occur.  
To determine how much to put into the suppression side, they look at their past 10 years of suppression spending and use the least expensive year to decide how much to appropriate.  And then they rely on executive authority to spend beyond that appropriation when needed, with the legislature ratifying the expenditure after the fact.
This approach of relying on past spending to predict future needs gets them closer to their actual spending needs than their previous approach, which was a flat appropriation that didn’t grow over time.  However, Wwith costs rising over time, Alaska reported that it was had to use regularly using this executive authority to overspend the appropriation almost every year, rather than using it occasionally in the biggest fire years.  Now Alaska is a state with particularly large reserves, like New Mexico, so for now they have the cash available to deal with these after-the-fact authorizations.  , bBut taking this approach means they aren’t considering the full cost of fires when they are weighing all their other priorities as part of the budget process, which makes it harder to properly consider how much wildfire is truly costing the state and how much mitigation investment is appropriate among those other priorities.  
Alaska is one example, but there are a number of different ways to structure the suppression funding itself.  Whether it is part of the operating budget, or set aside in an emergency fund that can be tapped as needed, or some other structure.  Our recommendation from our report is just that however state’s choose to structure their suppression funding, that they assess the amount being set aside to ensure it is growing with the overall upward trend in cost, and doesn’t have to be supplemented almost every year.  


http://en.turkcewiki.org/wiki/Alaska
https://creativecommons.org/licenses/by-sa/3.0/

Manage Rising Costs
Federal reimbursement delays stress
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« An upfront appropriation of $4.5
million based on the average of the
previous five years (minus average
funding reimbursed through cost
shares and FEMA)
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The second state I want to use to illustrate some of the challenges of structuring wildfire budgets is Nevada, which, like New Mexico, has a lot of federal land.  
Their approach is similar to Alaska’s in that they look at past years to calculate their suppression budget.  What they do is they average their expenditures over the past five years to determine their appropriation amount.  
The wrinkle here is that when they look at their past spending, they don’t count any spending that eventually ended up being reimbursed by the federal government.  There is a certain logic to this, if the federal government is picking up the bill for some activities, the state shouldn’t have to appropriate money for those same activities.  The problem they run into is that a lot of federal funds come on a reimbursement basis.  So they end up with a cash flow challenge.  They regularly need to spend more than that 5-year average up front, and then have to wait until they are reimbursed, which can often take multiple years.  This means So they also often need supplemental funding, both because costs are growing and their estimates aren’t accounting for the growth, and because they need cash to pay the bills until federal reimbursements arrive.  
I understand that New Mexicoyou all recently appropriated $100 million to help address a very similar cash flow this very issue related to recovery projects for folks recovering from last year’s fire.  As I understand it, the money will be used to give loans for projects that as expected to receive federal reimbursement so the projects can get underway before federal funds are actually delivered, and then the loans will be repaid by the reimbursements.  They are expected to get reimbursed eventually, but they need cash up front to begin the actual work until the federal aid comes in.  This is a really interesting approach to the cash flow challenges created by federal funds.  This is a problem that many states share, so I am looking forward to watching how the program works in practice so that other states can learn from your experience. that’s I’m very excited to learn more about, and it could apply to the challenges associated with long reimbursement timelines across the spectrum of wildfire activity.  


https://es.m.wikipedia.org/wiki/Archivo:Nevada_state_flag.png
https://creativecommons.org/licenses/by-sa/3.0/

Mitigate Risk

Federal and state mitigation investments are growing. The Infrastructure Investment and Jobs
Act and Inflation Reduction Act include over $4 billion combined for wildfire

mitigation. Multiple states have recently funded mitigation programs with state dollars as well.

Fire resistant con§truct|on Land use planning Prescribed burns Mechanical thinning
& landscaping
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That bring me to our last recommendation, which is that states should continue to find ways to implement invest in wildfire mitigation projects.  
In the course of our research, we heard a lot of consensus about the importance of mitigation activities in controlling growing fire costs.  Knowing what you’re spending and planning to set aside the right amount in your budgetfor the future are important steps, but neither of those things will slow that cost of these events over the long term.  For that you need mitigation, things like fire resistant construction and landscaping to limit risk to homes, land use planning to be thoughtful about growth in high-fire-risk areas, and prescribed burns and mechanical thinning to reduce the size and intensity of future fires. 
Right now there is more federal funding than ever available for these activities, over $4 billion combined in the Infrastructure Investment and Jobs Act and the Inflation Reduction Act. Some of which is going to be available as grants to state and local governments.  
States have also begun allocating their own dollars to these projects as well.  Washington recently committed $500 million over 8 years, California has $2.7 billion over four years, and Alaska recently made a $15 million appropriation for fire breaks.  And I know New Mexico has made some significant moves in this direction as well.  



Mitigate Risk

Barriers to mitigation persist

Challenges Include:
Suppression crowds out mitigation
Workforce capacity

Technical capacity needed to utilize Federal funds
Funding timelines
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But even with that influx of available funding, there are barriers to getting the actual work on the ground done.  
There are a number of reasons for that.  One reason is that the demands of suppression can crowd out mitigation work.  If funding for suppression and mitigation come from a common pot of money, which I don’t believe is the case here in New Mexico, as suppression cost rise, spending on the current fire can eat away at the funding available to help prevent the next fire.  
Workforce challenges also limit states’ ability to put the money to work.  With this influx of funding, there is more need for people trained to implement fire mitigation projects, putting pressure on salaries.  And at the same time the longer fire seasons means the firefighters who often work on these projects have less time available between fire seasons to do the work.  
, workforce challenges, the immediate needs of suppression taking priority over longer-term mitigation work.  But since Ensuring that the state and local governments have the technical capacity to apply for and properly report on federal funds is also a major challenge.  I know federal funds is a hot topic here, I’ll touch briefly on some of the challenges we’ve learned about in deploying those federal funds.  
First, administrative capacity.  Federal grant programs are complex and have highly technical application and reporting requirements.  Federal agencies do try to provide technical assistance to help navigate this, and some states use their own capacity to help smaller local communities with smaller staffs navigate the process.
And finally the funding timelines can make a big difference in states and local governments’ ability to take advantage of federal funds.  This can show up in a number of ways.  
I’ve already touched on some of the challenges related to cash-flow.  If a federal grant is structured as a reimbursement, not every community will have the excess cash on hand to fund the up-front costs of a project for multiple years.  The fact that federal and state fiscal years start in different months can exacerbate this problem as well, depending on what a states’ budget rules are for expenditures that occur in one state fiscal year but are reimbursed in a later year.
Matching funds needs can also disrupt the ability of communities take advantage of federal funds.  If a grant opportunity arises at an inconvenient point in the budget cycle, the state could miss out on the grant opportunity for lack of matching funds unless there is a system in place to give flexibility to take advantage of those unexpected opportunities.  
As all of this mitigation funding is still relatively new, I don’t have state examples to hold up at the moment for how states are dealing with all of these challenges, but it is certainly something we will be watching.  But we encourage you to keep these challenges in mind to look for ways that the way your budget is structured can help with the challenges rather than add to them. 
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To reiterate our three main ideas today: 
1, State should look for ways to improve how they measure and report what they are currently spending on wildfire.  That includes tracking spending before, during and after fires, tracking spending across different impacted agencies, and understanding how much of that spending is coming from state dollars vs. federal dollars.
2, states should evaluate how they manage their budgets in the face of growing fire costs.  Budgeting proactively for fire needs in a way that takes into account the growing overall trend in fire costs, and cash-flow issues related to federal funds, can ensure that the actual costs of fires is considered side-by-side with all of the state’s priorities, and leads to more informed conversations about how much is needed and how much should be invested to reduce future risk.  
And 3, states should take continue to invest in fire mitigation to reduce the cost and intensity of future fires.  This means continuing to provide funding for these projects, and identifying and overcoming barriers to implementation so the funding that is available can be used effectively.

Thank you again for the invitation to speak to you today.  I’d be happy to take any questions you have today, and as you continue to think about these issues going forward we would welcome the opportunity to continue to be a resource in that process.  



Peter Muller, Ronojoy Sen

Officers, Pew Charitable Trusts
pmuller@pewtrusts.org
rsen@pewtrusts.org
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