February 4, 2016 Revised

House Appropriations and Finance Committee Substitute for
HB2 and 4
General Appropriation Act of 2016

Halfway through the House Appropriations and Finance Committee budget hearings on the 2016
General Appropriation Act, general fund revenue estimates were revised sharply downward. This
was not a surprise given depressed oil and natural gas prices and weak economic reports but posed
obvious challenges. The Legislature faces rising Medicaid costs, litigation to spend more on schools
and other programs, a desire to expand early childhood programs, many other new initiatives
(notably for public safety), and finally public employee compensation.

With new money projected at only $32 million, the HB2 Substitute relies on House Bill 311, a fund
transfer bill, to boost state revenue in FY17 and avoid unpalatable spending cuts.

Recurring Appropriations. The HB2 Substitute provides FY17 appropriations of $6.32 billion, an
increase of $81 million, or 1.3 percent, over the FY16 operating budget. Appropriations for
Medicaid, public education, and the departments of Children, Youth, and Families, Corrections, and
Public Safety account for almost all of the increase. Appropriations for most other agencies are flat
or slightly negative.

Public Schools. The HB2 Substitute includes $31.2 million in new general fund appropriations for
public education, an increase of 1.1 percent over FY16 appropriations. The program cost
recommendation includes increases for enrollment growth, projected unit changes, insurance
premiums, and fixed costs. The bill includes two separate transportation allocations — one for school
districts and one for state-chartered charter schools. For recurring related requests, below-the-line
initiatives, the bill includes $2 million over FY16 appropriations for K-3 Plus, Prekindergarten, and
PED?’s early literacy initiative, New Mexico Reads to Lead. Also, the bill includes $5.3 million to
replace most of the nonrecurring revenue appropriated in FY16 for below-the-line initiatives.
Included for Public School Support is language allowing up to $1.5 million of certain FY16 below-
the-line appropriations to not revert at the end of FY16 and be re-appropriated for teacher supplies
and PED’s teacher advisory and training support initiative in FY17.

Higher Education. The HB2 Substitute includes $845.4 million in general fund appropriations for
higher education in FY17, a decrease of $3.1 million from the FY 16 level. With the exception of the
special schools — New Mexico Military Institute, New Mexico School for the Deaf, and New
Mexico School for the Blind and Visually Impaired — the appropriation for higher education applies
a -0.4 percent adjustment to all instruction and general (I&G) and research and public service
project lines. For 1&G support, total funding across all institutions is $612.8 million, a reduction of
$2.5 million when compared with FY16. Individual institutional 1&G levels are determined through
a 2 percent base adjustment in the higher education funding formula. The bill provides hold
harmless and hold harmless plus adjustments through a nonrecurring special appropriation. The -0.4
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percent adjustment is also applied to the Higher Education Department. The HED received an
increase of about $752 thousand for a literacy program that was transferred from the Department of
Cultural Affairs; however, the -0.4 adjustment was also applied to the department.

Early Childhood Initiatives. The HB2 Substitute includes an additional $7.3 million recurring
appropriation above the FY16 operating budget for early childhood programs including $3 million
for prekindergarten at the Public Education Department (PED) and the Children, Youth and
Families Department (CYFD) and $900 thousand for home visiting.

Medicaid and Human Services. The HB2 Substitute general fund appropriation for the Human
Services Department is $1.0538 billion dollars, about $35 million, or 3.4 percent, over the FY16
operating budget. Of this, $946.2 million is for the Medical Assistance and Medicaid Behavioral
Health programs (including administration), 4.2 percent over the FY16 operating budget, to cover
reduced federal matching rates for the expansion population and other costs. The bill also includes
$18.5 million in tobacco settlement revenue contingent on enactment of a solvency bill and the use
of $21 million in additional intergovernmental transfers from UNM Hospital and Miners Colfax
Medical Center. For Medicaid Behavioral Health, HB2 Substitute appropriates $500 thousand for
behavioral health crisis stabilization services, $38.1 million for the Behavioral Health Services
Division to continue behavioral health services, and $1 million dollars to continue developing
behavioral health investment zones. For the Income Support Program, the bill includes $224.8
thousand to increase the state-funded senior food subsidy from $25 per month to $28 per month.

TANF. The HB2 Substitute increases TANF appropriations by $1.8 million over the FY16
operating budget. TANF cash assistance is increased by $500 thousand for a total of $50 million to
ensure sufficient resources are available for clients. The pilot Career Links program is increased by
$800 thousand for a total of $6.75 million; this six-month program includes 20 to 30 hours per week
of subsidized job placement; 10 hours per week of GED, high school diploma, or English as a
second language skill development. Finally, an additional $500 thousand in TANF funding is
provided to the Children, Youth and Families Department for home visiting services for a total of
$5 million in FY17.

Department of Health. The HB2 Substitute appropriation for the Department of Health totals
$556.5 million, a general fund decrease; however, the overall appropriation is an 0.8 percent
increase that prioritizes direct services and maximizes the use of all funding sources. The substitute
increases the use of patient revenue from Medicaid and other sources, adds about 40 developmental
disabilities waiver slots, funds many of the department’s filled positions, partially funds an
expansion in the Health Certification Licensing and Oversight Program, increases funding for
sexual violence prevention and therapeutic services, and increases funding for direct-care contracts
in the facilities management program.

Public Safety. The HB2 Substitute appropriates nearly $302 million from the general fund for the
New Mexico Corrections Department (NMCD), an increase of 4.8 percent over the FY16 operating
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budget. The bill contains $5.7 million to implement an occupationally based salary structure,
increase minimum salaries of guards, address salary compaction, and make permanent $745
thousand in salary increases provided in FY15. The bill provides about $13 million of recurring and
special appropriations for hepatitis C therapy. The bill also fully funds the department’s request for
population growth costs at $5 million. The HB2 Substitute for the Department of Public Safety
includes $12.3 million from the general fund, including $1.25 million for phase three of the police
officer pay plan. The bill also provides $1.6 million for new recruit officer pay, $450 thousand to
partially replace federal forfeiture sharing revenue, $600 thousand for the criminal justice
clearinghouse IT system, and $1.2 million to help process backlogged rape Kits.

Children, Youth and Families. The HB2 Substitute for the Children, Youth and Families
Department includes an additional $6.1 million above the FY16 operating level from the general
fund including $3.7 million for the Protective services program for the care and support of children
in custody and 22 additional social worker FTE.

Economic Development. To support economic development efforts, the HB2 Substitute includes a
total of $8 million for the Job Training Incentive Program (JTIP), the highest level of funding in
nearly a decade. The bill also increases funding for Tourism Department advertising by $750
thousand and adds $300 thousand for event sponsorship grants. Finally, the bill includes nearly
$1.3 million in a special appropriation for a new Rapid Response Workforce Program.

Natural Resources. The HB2 Substitute holds general fund appropriations to the Energy, Minerals
and Natural Resources Department flat with FY 16 funding levels but includes an increase of $926.6
thousand, primarily from other state funds, to support the State Parks Division. Additionally, the bill
provides a $200 thousand general fund increase to the Environment Department’s Ground Water
Quality Bureau to reduce vacancies in critical permitting and compliance positions and for
increased rent costs for the agency’s district office in Albuquerque. Finally, the bill includes a $300
thousand general fund increase for the Office of the State Engineer to support the agency’s silvery
minnow refugium in Los Lunas and personnel costs for the Water Resource Allocation Program.

Public Defender. The HB2 Substitute includes $1 million in new general fund appropriations for
the Public Defender, a 2.1 percent increase over FY16 appropriations. Of the $1 million increase,
$500 thousand is for filling vacant positions and $500 thousand is for contract attorneys.

Judicial. The HB2 Substitute increases general fund appropriation for the judiciary and district
attorneys by 0.8 percent and 1.8 percent, respectively, from the FY16 operating level. For the
Administrative Office of the Courts, the bill adds $46.6 thousand for Court Appointed Attorneys in
the Special Court Services program, $727.7 thousand for the Magistrate Court program to fill
vacancies and fund leases for magistrate courts statewide, and $150 thousand to reduce the vacancy
rate in the Statewide Judiciary Automation program. Increases in the district courts and district
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attorneys are to decrease vacancy rates and in the Administrative Office of the District Attorneys for
network security software contracts.

General Services Department Rates. The HB2 Substitute reflects rate reductions for public
liability insurance, workers’ compensation assessments and employer contributions to group health
benefits for judicial and executive branch agencies. By reducing these appropriations, the HB2
Substitute realized a general fund savings of approximately $6 million compared to what agencies
included in their requests for FY17. The adjustments are reflected in all of the appropriation
recommendations for these state agencies.

Special, Supplemental, and Deficiencies. The HB2 Substitute includes $158.1 million for special,
supplemental, and deficiency appropriations, including $90 million from the general fund and $67.6
million from other revenues. A significant portion of the funding, $68.9 million, is to supplement a
projected shortfall for Medicaid, including $20.7 million from the general fund. Recommended
general fund special appropriations include $12 million to the Corrections Department for inmate
population growth and the treatment of hepatitis C, $6 million for the Job Training Incentive
Program (JTIP), $4.1 million for the Department of Public Safety to address backlogged projects,
$6 million for the Department of Health to comply with a settlement agreement and lawsuit, and $2
million to support public school districts experiencing shortfalls.

Information Technology. The HB2 Substitute appropriates $70.8 million from all funding sources
for information technology (IT) projects, including $22.6 million in general fund revenues. The
$22.6 million from the general fund includes $7.2 million to replace the state’s ONGARD oil and
gas system, $2.8 million for the Human Services Department’s Medicaid Management Information
System, $4 million for the Children, Youth and Families Department's Enterprise Provider
Information Constituent Services system, $1.2 million to continue the implementation of a one-stop
business portal, $1 million for Department of Health’s network infrastructure upgrades, and $3.4
million for the Corrections offender management system.

General Fund Reserves. Following successful resolution of the cash reconciliation issue, FY15
year end general fund balances were $713 million, or 11.6 percent. With revised FY16 revenues and
significant special and supplemental appropriations, FY16 reserves are projected to fall to $400.7
million, or about 6.4 percent. House Bill 311 provides for the transfer of $147.5 million from the tax
stabilization reserve to replenish the operating reserve.

The 2015 General Appropriation Act authorized the transfer of up to $65 million from the operating
reserve to the appropriation account in FY16 if revenue falls short. The HB2 Substitute authorizes
the transfer of $63 million in FY17 to cover a revenue shortfall.
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FY17 Recurring General Fund Revenue and Appropriations

Revenues:

December Estimate
Mid-session Adjustment Scenario
Solvency Bill/Revenue Sweeps

Appropriations

924

200
250
355
333
341
344
350
418
419
505
521
550
624
630
630
631
665
667
690
770
790

Public School Support
SEG

Categorical

Related

Public Education Dept.
Total Public Education
Higher Education

1&G

Other Categorical
Higher Education Department
Total Higher Ed.

Courts
District Attorneys
Public Defender
TRD
Department of Finance & Administration
DFA (Special Approps)
General Services Department
Tourism
Economic Development Department
Cultural Affairs Department
Energy, Minerals & Natural Res Dept
State Engineer
Aging & Long-Term Care Dept.
Medicaid
Other Human Services
Workforce Solutions Dept
Department of Health
Environment Department
Children, Youth & Families Department
Department of Corrections
Department of Public Safety
All Other Agencies
Contingent Compensation
Public Schools
Executive, Legislative, Judicial
Targeted Comp
Subtotal Recurring

(in millions)
FY16 FY17 Exec FY17 HAFC
OpBud Rec LFC Rec HAFC Final |increase from
FY16
$ 6,466.3 S 6,466.3
S (201.7)
S 52.0
6,316.6
$2,508.3 [ $2,546.6 | $ 2,529.8 $ 25245 (S 16.2
S 1308 (S 1441|S 1372 S 13441S 3.6
$ 101.0|S$ 1504 |S$ 1207 S 1123(S$ 11.3
S 120(S 126($ 12.1 S 121 (S 0.1
$2,752.1 | $2,853.7 | $ 2,799.8 $ 27833 (S 31.2
S 6776 |S 6828(S 6837 S 6749(S (2.7)
S 1346 |$ 1342 |S 1354 S 1336(S (1.0)
S 363|S 398(S 37.7 S 37.0(S 0.7
$ 8485(|S 8568 |5 856.8 S 8454|$ (3.1)
S 1625(|$ 1626 |S 165.7 S 1635]S 1.0
S 65.0|S 653][S 66.6 S 66.1 S 11
S 48.1|S 481 |S 50.6 S 49.1 ]S 1.0
S 56.7|S 56.7(S 57.0 S 56.7 | $ -
S 157 ($ 157 (S 15.8 S 156 (S (0.1)
S 1101 $ 109 1]$ 10.5 S 103 ]S (0.7)
S 142 (S 147 (S 14.4 S 14.4 (S 0.2
S 136 |$ 159 1S 14.5 S 1411 0.5
S 95| $ 100 $ 10.1 S 95| $ -
S 307|S 307(S 31.1 S 307 | S -
S 200|S 200]S 20.4 S 200 | S -
S 1941S$ 202]S 19.9 S 19.7 1S 0.3
S 479 |S 481 |S 48.4 S 48.1 | S 0.2
S 907.7|S$ 9768 (S 9855 S 9462 (S 38.5
S 1112 ($ 111.2|S 103.7 S 10761S (3.6)
S 109 1]$ 107 S 111 S 101 ]S (0.8)
S 3053 |$ 3053|S 299.0 S 297.2|S (8.1)
S 132 ]S 1381 13.6 S 134 1S 0.2
S 2404 (S 248.4|S 2481 S 24651 6.1
S 2896 |S$ 3016(S 3004 S 3017 (S 121
S 1157 |$ 1247 |S 1196 S 1213]S 5.6
S 1265|$ 1297 (S 126.0 S 1256(S (0.9)
$ - s -
$ 542|1|$ - $ -
$ 234]|5S - $ -
$ 11.0 $ -
$6,235.4 | $6,462.6 | $ 6,466.1 S 6,316.1|S 80.7
$ 37§ 02 $ 0.5

Includes Technical Corrections and Adjustments. Due to rounding, totals may vary slightly from the detail.
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February 4, 2016 Revised

General Fund Financial Summary: January 2016 Consensus Revenue Estimate

(in millions of dollars)

February 4, 2016 Actual Estimated Estimated
FY2015 FY2016 FY2017

APPROPRIATION ACCOUNT

REVENUE
Recurring Revenue

December 2015 Consensus Revenue Update $ 6,197 $ 6,165.0 $ 6,466.3
January 2016 Consensus Revenue Update $ - $ (1448) $  (201.7)
Total Recurring Revenue $ 61947 $ 60202 $ 6,264.6
Nonrecurring Revenue
January 2016 Consensus Revenue Update $ 412 3% 55 % -
2016 Revenue Legislation $ 220 $ 52.0
Total Nonrecurring Revenue $ 412 3% 2715 % 52.0
TOTAL REVENUE $ 6,235.9 $ 6,047.7 $ 6,316.6
APPROPRIATIONS
Recurring Appropriations
General Appropriation $ 61516 $ 62347 $ 6,316.1
2016 Legislation $ 101 $ 62 $ -
Total Recurring Appropriations $ 61617 $ 62409 $ 6,316.1
Nonrecurring Appropriations
Prior Year Appropriations $ 1135  $ 310 $ -
2016 Legislation $ - $ 895 $ 0.5
Total Nonrecurring Appropriations $ 1135  $ 1205  $ 0.5
TOTAL APPROPRIATIONS $ 6,275.2 $ 6,361.4 $ 6,316.6
Transfer to (from) Reserves $ (39.3) $ (3138) $ 0.0
GENERAL FUND RESERVES
Beginning Balances $ 6379 % 7131 $ 400.7
Transfers from (to) Appropriations Account $ (39.3) $ (3138) $ 0.0
Revenue and Reversions $ 1649 $ 809 $ 61.9
Appropriations, Expenditures and Transfers Out $ (50.4) $ (795) $ (55.0)
Ending Balances $ 7131 $ 4007 $ 407.7
Reserves as a Percent of Recurring Appropriations 11.6% 6.4% 6.5%

Notes:
General Note: small adjustments (< + $100,000) have been made in beginning balances of all subaccounts to conform the ending totals to the 2015 audit to the dollar. In
prior years, beginning and ending balances had been rounded to the nearest $100,000.

A balance of $101.7 million has been held in reserve for cash reconciliation purposes. The State Treasurer reported that the latest reconciliation efforts suggest nearly
100 percent of these restricted funds will be reversed and $0 will be needed for SHARE remediation.

* FY 15 audit reflects $36 million of restricted General Fund reserves to address potential Special Education Funding Maintenance of Effort noted in the FY14 audit.
These amounts are included in the audit total reserve balance but removed from this document. This is as enacted in Laws 2013, Chapter 191 (HB-268).

14 2/4/2016, 9:24 AM



February 4, 2016 Revised

General Fund Financial Summary: January 2016 Consensus Revenue Estimate
RESERVE DETAIL
(in millions of dollars)

Actual Estimated Estimated
FY2015 FY2016 FY2017
OPERATING RESERVE
Beginning Balance $ 2746  $ 3198 % 1315
BOF Emergency Appropriations/Reversions $ 05) $ (20) $ (2.0)
Transfers from/to Appropriation Account $ (39.3) % (3138) $ 0.0
Transfer to ACF/Other Appropriations $ (15.0) $ (2000 $ -
Reversal of Contingency for Unreconciled Accounts $ 1000 % - $ -
Transfer from Tax Stabilization Reserve $ - $ 1475 $ -
Ending Balance $ 3198 $ 1315  $ 129.5
APPROPRIATION CONTINGENCY FUND
Beginning Balance $ 183 % 284 % 39.6
Disaster Allotments $ (125) % (16.0) $ (16.0)
Other Appropriations* $ 01) $ (05) $ -
Transfers In $ 150 $ 200 $ -
Revenue and Reversions $ 77 $ 77 $ 7.7
Ending Balance $ 284 % 396 % 313
Education Lock Box
Beginning Balance $ 30 % - $ -
Appropriations ** $ 30 $ - $ -
Transfers In $ - $ - $ -
Ending Balance $ - $ - $ -
Total of Appropriation Contingency Fund $ 284  $ 396 $ 31.3
STATE SUPPORT FUND
Beginning Balance $ 10 $ 10 $ -
Revenues $ - $ - $ -
Appropriations*** $ - $ (1.0) $ -
Ending Balance $ 10 $ - $ -
TOBACCO PERMANENT FUND
Beginning Balance $ 1935 $ 2164  $ 229.6
Transfers In $ 350 $ 370 % 37.0
Appropriation to Tobacco Settlement Program Fund $ (19.3) % (185) $ (18.5)
Gains/Losses $ 72 % 162  $ 17.2
Additional Transfers from TSPF $ - $ (21.5) $ (18.5)
Ending Balance $ 2164  $ 2296  $ 246.9
TAX STABILIZATION RESERVE
Beginning Balance $ 1475  $ 1475  $ -
Transfers In $ - $ - $ -
Transfer Out to Operating Reserve (Contingent on Solvency Bill) $ - $ (1475) $ -
Ending Balance $ 1475  $ - $ -
GENERAL FUND ENDING BALANCES $ 713.1 $ 400.7 $ 407.7
Percent of Recurring Appropriations 11.6% 6.4% 6.5%

Notes:

15 2/4/2016, 9:24 AM
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