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Legislative Finance Committee

FINANCE

Understanding State Financial Policy

General Fund Reserves

Because the New Mexico Constitution requires a balanced budget, state government maintains general fund re-
serves to cover any shortfalls if revenues are unexpectedly low or expenses are unexpectedly high. These rainy day
funds are measured as a percentage of recurring appropriations - planned ongoing spending. The general fund
reserves are made up of several distinct accounts: the operating reserve, tax stabilization reserve, appropriation
contingency fund, taxpayers dividend fund, and state support reserve fund.

NEW MEXICO

Operating Reserve

The tobacco settlement permanent fund was created to hold
payments to New Mexico from cigarette companies
under the master settlement agreement of 1998. Un-
der the enabling legislation, the settlement payments
are split, with half going to the permanent fund and
half spent directly on health and education pro-
grams. However, during economic hard
times, the Legislature has temporarily
suspended deposits into the permanent
fund and put the entire amount

into direct spending.

Revenues left at the end of the fiscal year are transferred to
the operating reserve. If revenues come up short,

the governor may transfer
money from the operating
reserve to cover authorized
expenses. The amount the
governor can transfer is
capped by the Legislature
each year in the General Ap-
propriation Act. Once the operating
reserve fund hits 8 percent of the pri-
or budget year’s recurring appropria-
tions, the excess must be transferred
to the tax stabilization reserve by law.

Tax Stabilization Reserve

Money in the tax stab111zat10n reserve may
only be appropriated if the governor declares it
necessary and only with the vote of two-thirds
of both the House and Senate. When the tax
stabilization reserve balance reaches 6 percent of the previous

Excess revenue left in the
general fund at the end of
the year goes into the

operating reserve. Qperating

Reserve
8%

Operating revenues
exceeding 8 percent of
ongoing appropriations

are transferred to the tax
stabilization reserve.

Tax
Stabilization
Reserve

Tax stabilization reserves
exceeding 6 percent of the
previous year's ongoing
spending are transferred to
the taxpayers dividend fund.

Money in the tobacco settle-
ment permanent fund is in-
vested by the State Investment
Council and interest is credit-
ed to the fund. The Legislature
may authorize spending from
the fund for a budget shortfall
only after balances in all other re-

serve accounts have been exhausted.

Taxpayers
ividend Fund

fiscal year’s recurring appropriations, state law requires the
transfer of the excess funds to the taxpayers dividend fund.

Taxpayers Dividend Fund

If the taxpayers dividend fund balance exceeds 1 percent of
state personal income tax collection, the governor must pro-
pose a method to refund the balance to the state’s taxpayers
in legislation to be considered at the next legislative session.

Appropriation Contingency Fund
The Legislature authorizes revenue going in and out of the
appropriation contingency fund. A limited amount of the rev-
enue in the fund can also be spent when the governor declares
an emergency. The fund is mostly used to set aside money for
use if certain circumstances come into play, such as the start-
up of a new program moving faster than funded.

State Support Fund

On the first day of each fiscal year remaining balances
over $1 million in the public school district general obli-
gation bonds loan fund are transferred to the state support
reserve fund. Money in that fund may only be used to aug-
ment appropriations to public school districts for the state
equalization guarantee distribution.

For More Information:

¢ The status of the New Mexico's reserve accounts can be found in the
state’s general fund financial summary, which is published on the State
Board of Finance's website: www.board.nmdfa.state.nm.us.

o Statutes governing New Mexico's general fund reserves include: 6-4-2.1,
6-4-2.2, 6-4-2.3, 6-4-4, 6-4-9, 12-11-24, 22-8-31 NMSA 1978.

Legislative Finance Committee 325 Don Gaspar, Suite 101, Santa Fe, NM 87501

(505) 986-4550 www.nmlegis.gov/ifc June 2012
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General Fund Financial Summary: August 2015 Consensus Revenue Estimate

RESERVE DETAIL
(in millions of dollars)

Preliminary Estimated Estimated
FY2015 FY2016 FY2017
OPERATING RESERVE
Beginning Balance $ 2746 § 232.2
BOF Emergency Appropriations/Reversions $ (1.5)
Transfers from/to Appropriation Account $ 258 $ (12.0)
Transfer to ACF/Other Appropriations $ (15.00 $ (20.0)
Ending Balance $ 2322 § 200.2
APPROPRIATION CONTINGENCY FUND
Beginning Balance $ 184  § 28.0
Disaster Allotments $ (126) $ 22.0) $ (22.0)
Other Appropriations $ 0.5)
Transfers In $ 150 $ 20.0
Revenue and Reversions $ 7.7
Ending Balance $ 280 § 26.0
Education Lock Box
Beginning Balance $ 30§ (0.1)
Appropriations $ 3B $ -
Transfers In $ - $ -
Ending Balance $ ©1n $ 0.1)
Total of Appropriation Contingency Fund $ 279 § 25.9
STATE SUPPORT FUND
Beginning Balance $ 1.0 $ 1.0 $ 1.0
Revenues $ - $ -
Appropriations $ - $ -
Ending Balance $ 1.0 $ 1.0 $ 1.0
TOBACCO PERMANENT FUND
Beginning Balance $ 1935 $ 2238 § 240.6
Transfers In $ 350 § 350 § 35.0
Appropriation to Tobacco Settlement Program Fund $ 192) $ 17.5) $ 17.5)
Gains/Losses $ 145 % 168 § 18.0
Additional Transfers from TSPF (4) $ - $ (175) § -
Ending Balance $ 223.8 $ 2406 $ 276.2
TAX STABILIZATION RESERVE
Beginning Balance $ 1475  $ 1475  $ 147.5
Transfers In $ - $ - $ -
Ending Balance $ 1475  $ 1475  § 147.5
GENERAL FUND ENDING BALANCES $ 6324 § 615.2
Percent of Recurring Appropriations 10.3% 9.9%

Notes:

8/25/2015, 6:00 AM



General Fund Financial Summary: August 2015 Consensus Revenue Estimate

(in millions of dollars)

August 25, 2015 Preliminary Estimated Estimated
FY2015 FY2016 Y2017
APPROPRIATION ACCOUNT
REVENUE
Recurring Revenue
February 2015 Consensus Forecast - Adj for Legislation $ 61147 $ 62412 § 6,527.6
August 2015 Consensus Revenue Update $ 1120 § 66 § 0.4
Total Recurring Revenue $ 62267 $ 6,247.8 § 6,528.0
Nonrecurring Revenue
February 2015 Consensus Forecast - Adj for Legislation $ 05 $ 55  § -
August 2015 Consensus Revenue Update (1) $ 251  § - $ -
Total Non-Recurring Revenue $ 246 § 55 $ =
TOTAL REVENUE $  6,251.3 $ 6,253.3 §  6,528.0
APPROPRIATIONS
Recurring Appropriations New
General Appropriation $ 61512 § 62353 | Moneyin
2015 Legislative Session Costs - Feed Bill $ 10.1 FY17is
2015 Special Session - Supplementals $ 4.3 $293M
Total Recurring Appropriations $ 61656 $ 6,235.3 (4.7%)
Nonrecurring Appropriations
Prior Year Appropriations $ 134  § -
2014 Audit Adjustment $ 3.0 $ &
2015 Deficiencies, Supplementals, Specials $ 814 § -
2015 IT Appropriations $ 138 § -
2015 Special Session - Capital Outlay $ 30.0
Total Nonrecurring Appropriations $ 1115  § 30.0
TOTAL APPROPRIATIONS $ 62771 $ 6,265.3
Transfer to (from) Reserves $ (258 $ (12.0)
GENERAL FUND RESERVES
Beginning Balances $ 6380 $ 632.5
Transfers from (to) Appropriations Account $ 258) $ (12.0)
Revenue and Reversions $ 723 $ 71.8
Appropriations, Expenditures and Transfers Out $ (51.9) $ (77.0)
Ending Balances $ 6325 § 615.3
Reserves as a Percent of Recurring Appropriations 10.3% 9.9%

Notes:

(1) - The August 2015 revenue update includes $20 million of nonrecurring revenue from the Office of the
Superindent of Insurance (OSI) audit findings. The OSI audits relate to over-issued medicial insurance (NMMIP)

credits.
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