General Fund Revenue Tracking Report:
FY23 Accruals through September 2022

General fund recurring revenues for FY23 through September were $3.67
billion, up $1.26 billion, or 52.2 percent, from the same period a year ago.

September recurring revenue collections were $1.37 billion, up $478.5 million,
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Table 1. General Fund Revenue Accruals: FY23 vs. FY22
Month Year- . Fiscal YTD | Fiscal YTD |Projected Full-
R Cat over-Year Fiscal Year-to-Date Year-over- |Year-over-| Year Growth:
evenue Category September Revenue Amount Through September Year Amount Year Aug 22
FY22 FY23 Change FY22 FY23 Change Growth Forecast
Gross Receipts Tax $286.2 $333.2 $47.1 $733.5 $965.4 $231.9 31.6% 13.6%
Compensating Tax $6.6 $8.5 $2.0 $17.9 $23.3 $5.4 30.4% 2.4%
Selective Sales Taxes * $89.2 $107.6 $18.3 $159.6 $161.9 $2.2 1.4% 2.2%
Personal Income Tax $172.7 $259.3 $86.6 $488.2 $654.2 $165.9 34.0% 22.3%
Corporate Income Tax -$9.1 $120.9 $130.0 -$4.8 $107.5 $112.3F 22355% 103.3%
Mineral Production Taxes ** $127.5 $198.2 $70.7 $367.2 $638.2 $271.0 73.8% 34.9%
License Fees $0.3 $0.0 -$0.3 $1.1 $1.3 $0.1 10.8% 174.8%
Investment Income $81.2 $48.1 -$33.1 $257.8 $231.9 -$25.9 -10.0% -5.5%
Rents and Royalties $136.8 $292.8 $155.9 $385.0 $875.8 $490.9 127.5% -5.3%
Tribal Revenue Sharing $0.3 $0.2 -$0.1 $0.5 $0.6 $0.1 21.7% 49.3%
Miscellaneous Receipts $0.5 $0.7 $0.1 $2.3 $2.0 -$0.3 -12.3% 19.6%
Reversions $2.5 $3.8 $1.3 $2.5 $7.0 $4.5 181.8% -17.2%
Subtotal Recurring Rev. $894.7 $1,373.2 $478.5| $2,410.8 $3,669.1 $1,258.3 52.2% 14.0%
Nonrecurring Revenue $0.0 -$21.5 -$21.5 -$2.8 -$35.8 -$33.0 1179.5% -100.0%
Total Revenue $894.7 $1,351.7 $457.0] $2,408.0 $3,633.4 $1,225.4 50.9% 0.0%)

* Includes estimates for Insurance
** Includes estimates for Oil and Gas School Tax and Oil and Gas Conservation Tax.
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Chart 1 shows total monthly year-over-year revenues. Table 1 and Chart 2
present the components of fiscal year-to-date (FYTD) revenue through
September for FY23 versus the same period in FY22.

Revenue Tracking

The last page of this report provides the general fund revenue-tracking chart
for FY23. The chart details the actual revenues received year-to-date through
September, and preliminary revenues for some revenue sources through
November. Generally, projections for revenue collections through the end of
the fiscal year are based on historical monthly shares of revenue collections by
revenue source.

Total recurring revenues are currently tracking at $101.8 million above the
December 2022 CREG estimate. Most of this increase is attributable to higher-
than-expected actual year-to-date income tax revenues, tracking $101.4
million above December projections. The first quarter income tax receipts
were adjusted up $39.5 million to reflect true collections when accounting for
the cost of rebates disbursed. The $39.5 million cost is reflected on the bottom
of the tracking report as a nonrecurring cost. Gross receipts taxes are tracking
$30.3 million above the December estimate.

Employment and Income

New Mexico’s seasonally adjusted unemployment rate was 4.3 percent in
October, down from 9.8 percent in May 2020 (See Chart 3) and below pre-
pandemic levels. While New Mexico unemployment remains slightly elevated
over national averages, labor shortages and a sluggish recovery of labor force
participation, are driving up wages amid a very tight labor market. New
Mexico’s labor force participation currently sits at 56.1 percent, a full 2.5
points lower than pre-pandemic. BBER does not forecast returning to 2019
percent) from 2019.

New Mexico, similar to other states and the federal government, is still
collecting unprecedented income tax revenues. In addition to the tight labor
market, high inflation is driving up incomes and tax receipts. The increase has
been particularly pronounced outside of regular wage withholding, a sign that
business and capital gains taxes could be driving the trend. Data from the
Bureau of Business and Economic Research (BBER) at UNM show income
forecasts above where they were one quarter ago (see Chart 4).

Gross Receipts Tax

Preliminary gross receipts tax data from the Taxation and Revenue Department
(TRD) is available through September. Matched taxable gross receipts
(MTGR) - taxable gross receipts matched to tax payments and more
representative of overall economic activity in the state compared with other
tax data — were up 20.8 percent for FY23 through September compared with
the same period last year. The largest year-to-date percentage increases
continue to be in the mining sector, up 86.7 percent, followed by transportation
and warehousing (up 61.2 percent), real estate (up 39.2 percent), and wholesale
trade (up 38.6 percent).
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Twenty-six of the state’s 33 counties are showing year-over-year growth in
MTGR for FY23 through September. Out-of-state receipts —reflecting activity
from out-of-state sellers doing business in New Mexico — are down 7.6
percent, a reflection of slow taxpayer compliance with new destination-based

sourcing rules requiring in state reporting for most industries.

Matched Taxable Gross Receipts by Industry - FY23 vs FY22
Industry Matched Tax_able Year-over-Year Year-over-
Gross Receipts Growth Year Change
Mining, Quarrying, and Oil and Gas Extraction $2,829,549,971 $1,314,366,693 86.7%
Utilities $864,523,121 $83,566,790 10.7%
Construction $2,706,799,646 $500,348,907 22.7%
Manufacturing $814,360,220 $190,204,932 30.5%
Wholesale Trade $1,237,032,073 $344,732,458 38.6%
Retail Trade $4,923,018,271 $349,301,295 7.6%
Transportation and Warehousing $404,585,933 $153,642,268 61.2%
Information $581,782,059 $64,252,467 12.4%
Real Estate and Rental and Leasing $648,262,271 $41,506,933 6.8%
Professional, Scientific, and Technical Services $2,079,993,088 $405,248,912 24.2%
Administrative/Support & Waste Management/Remediation $1,238,056,346 $200,019,640 19.3%
Health Care and Social Assistance $1,101,746,609 $77,690,416 7.6%
Leisure and Hospitality Services $1,666,034,838 $295,833,865 21.6%
Other Industries $2,321,075,515 $11,700,858 29.3%
Total $23,416,819,959 $4,032,416,434 20.8%

Other industries continue to grow robustly including construction (22.7
percent), retail trade (7.6 percent), and leisure and hospitality (21.6 percent).
Construction activity has been boosted by federal and state spending, as well
as large wind projects throughout eastern New Mexico. Consumer spending
has remained strong despite inflation, supporting growth throughout MTGR.
Inflation has also persisted, driving up all activity on a nominal basis, to
varying degrees. However, the Federal Reserve continues to rollout interest
rate hikes and consumer savings continues to fall, increasing the risk of
recession and injecting pessimism into the GRT outlook.

Oil and Natural Gas

Natural-gas futures for February delivery dropped more than 17 percent
reaching $3.71 per million British thermal units. That is down more than
50 percent from summer highs and is about what gas cost a year ago,
when temperatures were also warmer than normal and before Russia’s
invasion of Ukraine jolted energy markets. The plunge is likely to
decrease severance tax revenues and royalties estimated at higher prices.
Analysts say prices could shoot up again when Europe tries to refill
stores for the 2023-24 winter without much Russian gas.

Unlike gas prices, oil prices have held steady when compared with the
December revenue estimate. However, production levels for both oil
and gas have continued to exceed expectations. In October, New

General Fund Revenue Tracking Report | January 17, 2023



Mexico oil production reached 1.75 million barrels per day while gas
production reached 8,414 mmcf.

Source: Weighted oil and gas prices derived from EIA, Gl and NYMEX Forecasts; Updated 12/5/22
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