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Appropriations Process

You are here

May 1: Agencies submit
operating budgets to DFA for

fiscal year that will
July 1.

[ 20 Days After Session*:
Governor acts on the GAA, vetoing
it in whole or in part or signing it
into law.

*If a bill is passed three or more days before

the end of a session, the governor must act
\within three days.

Legislative Session*; Legislators
consider both recommendations
and pass the General
Appropriation Act.

*The session is 30 days in even-numbered
years and 60 in odd-numbered years.

start on -
agencies.

Substantive Sections of a Typica
General Appropriation Act

Recurring appropriations and performance
targets for the operation of state agencies,
public schools, and higher education institu-
tions.

Special nonrecurring appropriations.
Supplemental appropriations for the current
fiscal year and for deficiencies from the previ-
ous fiscal year.

Appropriations for significant information sys-
tems and language extending or reauthorizing
certain projects.

Compensation for public employees.
Additional budget adjustment authority for the
current year.

Specific budget adjustment authority for the
upcoming year.

Authority to move money from the general
fund to other funds.

Authority for the Department of Finance and
Administration to move funds from reserves in
case of a shortfall

Severability - authority for the bill to remain in
effect even if part of the bill is found invalid.

Section 4:

Section 5:
Section 6:

Section 7:

Section 8:
Section 9:
Section 10:

Section 11:

Section 12:

Section 13:

Early January: LFC releases its
budget recommendation (Volume
2 of its annual report to the
Legislature). The governor release
a separate recommendation.

Mid-June: Department of
Finance and Administration
sends instructions for submitting
budget requests to state

©

August: LFC adopts budget
guidelines.

)

September 1. Agencies submit
budget requests to LFC and
DFA.

October-December: LFC holds
hearings on budget requests;
DFA separately analyzes
requests.




FY23 General Appropriations Act (aka GAA or HB2)
Highlights

*Continued revenue growth leading to $12B in general fund FY24 Recurring General Fund
. Appropriations $9,568.7
revenue and $3.6B in new money (In millions)

*The legislature passed HB2 which funds programs for FY24 (July 1
2023-June 30 2024)

$4,174.7,

*FY24 spending will approach $9.6 billion 44%

*14% growth over FY23

*FY24 reserves projected at 37% or $3.5 billion /
$953.6, 109 $520.0, 5%
°Largest categories of spending are education, Medicaid, other HHS - Public Schools
and public safety - Higher Education
= Medicaid
= Other Health & Human Services
= Public Safety

= Other




What did the Legislature do with all that money?

= General Fund increases for agency operating budgets by S1.1B, or 14%

=S$302M for public schools, including reallocating $250 million unused
funding for new extended learning requirements

=S132M, or 67%, for early childhood from school permanent fund for
Pre-K and another increase of S120M mostly for child care from EC
trust fund

= Qver S200M for Medicaid, including funding for provider rate
Increases.

= Big investments in staffing and evidence-based child welfare
interventions at Child Protective Services

T




What did the Legislature do with all that money?

=" Unprecedented nonrecurring appropriations and transfers to
permanent funds

= Special non-recurring appropriations from the general fund of $1.4 billion

= Cash finance capital outlay projects totaling almost $1.1 billion for 1,497
projects

" Tax cuts and rebates (significantly reduced by line item vetoes)




State Government Fiscal Overview

Recurring General Fund Revenues & Appropriations °FY24 saw continued increase in

(including Great Recegsion & Covid-19 pandemic federal revenues and appropriations
stimulus offsets)

$13,000 ) .
$12.000 *FY24 revenues estimated at $12 billion
$11,000 y ) )

$10,000 °FY24 “new money” was estimated at

$9,000 $3.6 billion

2
;‘=§ $8,000 * New money=
$7,000 . .
$6.000 * projected FY24 recurring revenues ($12B)-
$5,000 * FY23 recurring GF approps (58.4B)
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$3,000
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E E E E E E E E E E : E E E E E E % ﬁ f *FY24 appropriations approaching $9.6B
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Capacity Limits and Best Use of
Revenue Windfalls

General Fund Reversions
(in millions)
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Source: LFC Files




Recurring Revenue Sources
(FY24 estimated S12B)

*Sales Tax: GRT, tobacco excise tax, liquor excise tax, Estimated FY24 Recurring
insurance premium tax, motor vehicle tax, gaming Revenue Sources
. (percentage of total)
excise tax
Other, 8%
Investments,
*Energy: Severance taxes, revenue payments from the 14% Sales Taxes,

federal government for leasing mineral rights, State e

Land Office income

°Income Taxes-More than 80% personal income tax (PIT)

Income/

°Investments-Land grant and severance tax permanent Taxes, 21%
funds

°Other-Revenue sharing from tribal gaming, license fees,

reversions of unspent funds from state agencies SDoay.

Source: December 2022
CREG Estimate, post-legis, pre-veto




OIl Revenue Driving Overall Revenue

12,000

10,000

8,000

6,000

4,000

2,000

FY21

Recurring General Fund Revenue
(in millions) $11,995

$10,775

FY22 FY23 FY24

Source: December 2022
CREG Ectimate nre-lagis _nre-vetn




Fiscal Outlook: Roller Coasters Aren'’t
Always Fun
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Actual General Fund Roller Coaster

Recurring General Fund Revenue & Appropriation Annual Growth
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NM Oil Production Long-Term Forecast

NM Crude Oil Production Forecast (CY 2022 to 2050)
NM Natural Gas Forecast (CY 2022 to 2040)
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» NM specific forecast of oil and natural gas production falls in line with
national expectations




Appropriations Process

You are here

May 1: Agencies submit
operating budgets to DFA for

fiscal year that will
July 1.
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Authority for the Department of Finance and
Administration to move funds from reserves in
case of a shortfall

Severability - authority for the bill to remain in
effect even if part of the bill is found invalid.

Section 4:
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Section 13:

Early January: LFC releases its
budget recommendation (Volume
2 of its annual report to the
Legislature). The governor release
a separate recommendation.

Mid-June: Department of
Finance and Administration
sends instructions for submitting
budget requests to state

©
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)

September 1. Agencies submit
budget requests to LFC and
DFA.

October-December: LFC holds
hearings on budget requests;
DFA separately analyzes
requests.




LFC interim work (end of session to Jan

*At the first meeting of the interim, LFC
reviews and approves staff work plans

°LFC analysts will spend the interim
learning about agency needs and
operations and provide quarterly updates
in report cards

°LFC evaluators will spend the interim
doing deep dive research projects into
issues selected by LFC

°LFC staff will listen to and work with other
interim committees to gauge member
priorities and community needs

flin ™

ACTION PLAN

Submitted by agency? Yes

Timeline assigned? No

Responsibility assigned? No

75%

T0%

2
#

&
#

50%

New Employees
Completing One-Year
Probation Period

PAPOPPLPLS

Source: SPO
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Third Quarter, Fiscal Year 2023

The state continues to face challenges related to employee recruitment and retention.
The State Personnel Office (SPO) reports the classified service vacancy rate is 23.6
percent, up 19 percent from the rate in FY21, and fewer employees are completing their
probationary period, with only 64 percent completing it in the third quarter. However,
pay increases have improved the competitiveness of the state’s salary schedules, and
SPO reports agencies have reduced the time it takes to fill positions by a week, from 72
days in the first quarter to 65 days in the third quarter. SPO has created a task force with
agency human resources officers to reduce the time it takes to fill vacant positions.

At SPO’s request, a number of measures are classified as explanatory, meaning they do
not have performance targets. However, ratings were given based, in part, on prior-year
performance.

Fyaz1 = FY2z2 ~ FY23 pyo301 FY23Q2 FY23Q3 Rating

Budget: 54,1176 FTE: 46 Actual Actual Target

Average number of d_agraf to fill a position 505 &9 72 72 &5 Y
from the date of posting

Classified service vacancy rate® 19.9% 228% 243% 237% 236% P
Percent of classified employees who

successfully complete the probationary  71%  61% 63% 65% s4% P
pefiod*

Average classified employee COTPa-  403%  105% o8%  98%  o8% @@
Average classified employee new hire

compa-ratio® 98.6% 101.5% 96% 97% ot @G
Number of hires external to state

qovernment* 1,996 2960 775 810 4 dED
Number of salary increases awarded” NEW MNEW 56 a5 B80T

Average classified service employee NEW NEW $98.3 $100 $99.3

total compensation, in thousands®
Cost of overtime pay, in thousands® $10,656 §8,304



https://www.nmlegis.gov/Entity/LFC/Documents/2023%20All%20Work%20Plans.pdf

LFC’s Leqgislating for Results Framework:
Evidence-Based Policy and Budgeting

°LFC has been recognized as a national
leader in evidence-based budgeting

How are
we doing? works?

*Framework provided by the
Accountability in Government Act

(AGA)

*The state budget process and defined
outputs, outcomes and performance
measures are used to evaluate
performance and need

Where do we
impact? invest?

implementing as
intended?




LFC Budget Guidelines and CREG forecast
(August)

°LFC approves budget guidelines in the summer for use in budget development

*Budget guidelines help set priorities and guardrails for decision making

°*Recent years has seen some common themes:
* Prioritization for investments with evidence of improved outcomes and cost-effectiveness
* Opportunities to offset general fund revenue with other state and federal funds
* Funding to provide appropriate staffing levels
e Healthy reserve level targets (FY24 target=30%)

*August also marks the initial consensus revenue estimate by state economists
(LFC, DFA, TRD, and DOT)



https://www.nmlegis.gov/Entity/LFC/Documents/Information_For_State_Agencies/FY24%20Draft%20Budget%20Guidelines%208-22-22.pdf

LFC Budget Requests & Hearings
(Sep-Dec)

*Agencies will submit budget requests for IENTATIVE AGENDA
FY25 on September 15t State Captal, Room 307 - Santa Fe. New Mesico
QOctober 17 - 20, 2022
*From October to December LFC will hold Mondas, Qctober 17
. o 945 - Tour of Historical Los Alamos National Laboratory
budget hearings for agencies based on P
t h e i r b U d get re q U e StS frO m S e pte m b e r 8:30 - Veterans® Services Department (670) -- Sonya Smith, Secretary, Veterans” Services Department
9:30 - Tourism Department (418) - Jen Schroer, Secretary, Tourism Department
(] FO r t h e S e h e a ri N gs L F C Sta ff p re p a re a N : ;Z%igsztsll{e]:ﬂ:::v—Up -- Amanda Dick-Peddie, Analyst, Legislative Finance Committee
ana IyS|S Of th e b u dget req u est an d » Intertribal Ceremonial Office (538)
. e : - ndian airs artiment - n Trujillo, Secretary, Indian airs artment
agency staff can discuss needs with the 0 T AT D~ Tralo, Seesien, Indun A B
a 11:15 - Department of Homeland Security and Emergency Management (795) — Dawvid Dye, Secretary
CO m m Itte e Designate, Department of Homeland Security

12:00

Working Lunch: Presentation from Agriculture Producers

*This information is also used in creation

of the LFC budget recommendation Oct 2022 LFC Agenda




Rev Forecast and Budget Recs (Dec-Jan)

°In December, economists deliver
their revenue estimate for the General Fund Consensus Revenue Estimate
upcoming fiscal year (FY25)

December 2022 Consensus General Fund Recurring Revenue Estimate

*Soon thereafter in January, LFC (in milions)
and Governor’s Office (DFA) et 2030 MF—E: 59;"—:2‘ 1o EF—:;‘;
o gl_l onsensus f a N = ¥ .
release their bUdget December 2022 Adjustments $458.7 $928.0 $1,1359
recommendations December 2022 Consensus $9,675.3 $10,775.1 $11,994.9
. Annual amount change $1,590.1 $1,099.8 §$1,219.8
*These budget recommendations Annual percent change 19.7%  11.4%  11.3%

are the starting point for _ —
. . . . Mote: Parentheses | | denotes a negative number; General fund amounts above do not include oil and gas
dISCUSSIOn |n HAFC Who Wl” Sta rt emergency school tax revenues in excess of the five-year average distributed io the tax stabilization reserve.

holding their own agency budget
hearings in January



https://www.nmlegis.gov/Entity/LFC/Documents/Finance_Facts/finance%20facts%20consensus%20revenue%20estimate.pdf

Conclusion

= New Mexico has booming revenues,

ongoing education litigation, a growing
early childhood system and consistent
significant Medicaid costs.

= New Mexico needs to strategically
target funding to what works, ensure
effective implementation and monitor
spending and changes in outcomes.




NEW MEXICO

LEGISLATIVE
FINANCE
ICOMMITTEE

For More Information
= http://www.nmlegis.gov/lcs/Ifc/lfcdefault.aspx

= Session Publications — Budgets
» Performance Report Cards
= Program Evaluations

Jon Courtney, PhD, Deputy Director
jon.courtney@nmlegis.gov
325 Don Gaspar — Suite 101
Santa Fe, NM 87501
505-986-4550




Oil Revenue as a Share of Total General
Fund Revenues

General Fund Revenues Dependent on Oil and Gas Industry
(percentage of recurring revenue)
60%
. =g Percentage including permanent
50% funds
40%
e ® .. % if N0 TSR/ECE distribution of
30% excess revenue were made
20% Distributions of excess severance tax and federal mineral
leasing payments reduces general fund dependence on oil
and gas revenue. )
=== Percentage excluding permanent
10% funds & TSR/ECE distrib.
0%
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The Early Childhood Trust Fund is Projected to Hit
$5.4 Billion By the End of this Calendar Year,
Greatly Outpacing Expectations.

Early Childhood Trust Fund Forecast - January 2023

(in millions )
Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027
Actual Actual Estimated Estimated Estimated Estimated Estimated Estimated
Beginning Balance $300.0  $300.0 $314.1 $3 4706 $5376.5 §$7,805.6 $9.2001 $9 889.8
Gains & Losses $6. 1 $34 .1 $2.2 $138.8 $215.1 $312.2 $3680 $395.6
Excess Federal Mineral Leasing $0.0 $00 $1,501.5 $1917.1 $1, 1135 $612.9 $2209 § -
Excess OGAS School Tax™ $0.0 $0.0 $1,682.8 $00 $12532 $746.9 $4739 £231.0
Distribution to ECE Program Fund $0.0 ($20.0) ($30.0) ($150.00 ($152.7) ($277.5) ($373.0) ($448.3)
Ending Balance $306.1 $314.1 $3,470.6 §5,376.5 $£7,805.6 $9,200.17 £9,889.8 $£10,068.2

*Bicess OGAS School Tax distributed to Early Childhood Trust Fund i general fund reserves are at least 25% throughout forec ast period, and distributions
occur for prior fiscal year in January of the follow ing calendar year.

Note: Investment return assumed at 4% and distribufions occur on July 1, based on previous calendar year-ending balance:
FY 21 FY22 FY 23 FY24 FY25 FY26 FY27

Distribution to ECE Program Fund $0.00 $20.00 $30.00 $150.00 $152.69 $277.55 $373.04
Source January 2022 Consensus Revenue Forec ast




State Government Fiscal Overview

OVERVIEW OF NEW MEXICO FINANCES: FY23 OPERATING BUDGET

(in millions of dollars)

E— E—
OPERATING FUNDS INVESTMENTS ' DEBT SERVICE *

46.1%
Taxes & Misc, — Public Schools Land Grant
Fees 68.9% Permanent Severance Taxes
— 12.2% . . Fund 2 $879.7 General $2.333.5
RECURRING , — Higher Education o2 892 — Fund i
L)
Interest 10.9% GENERAL 26.8% Total
—
FUND —_— g:fﬁg;snd Human Assets Severance Tax Bond
$8,404.3 10.4% Capacity
Energy 20.2% s Courts/Public Net Senior = $1,501.4
i Safety Supplemental = $682.2
4.5% Severance
- General Govt. Tax $265.8 General
Permanent > Fund
Fund 2 Property Taxes for
$6,641 State Debt Service*
Total $94.9
State Funds 55% J
—
Road State
— 5
Fed. Funds 45% Inléi?ri:ﬁ; , $266  General General Obligation
X .
— $1,091.7 esiments | 8266 Gon Bond Capacity
: N/A
General Fund
Investment
Pool Assets
S ‘nvestments exclude retirement funds 1
2As of October 2022; excludes federal relief funds

“Includes only state debt service
Tax year 2021; GO bonds are issued every other year

Source: LFC Files
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