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General Fund Financial Summary’:
2022 Special Legislative Session
RESERVE DETAIL

(millions of dollars)

August 15, 2022

4:06 PM Estimate Estimate Estimate
FY 2022 FY2023 FY2024
OPERATING RESERVE
Beginning Balance 5 3475 8§ 1174 8§ 596.6
BOF Emergency Appropriations Reversions 5 (24) % (250 % (2.5)
Transfers from/to Appropnation Account 5 (2001.2) § 12372 § -
Tt (o Tax Stablizaion Reserve s -8 osas -
Disaster Allotments | 5 (26.4) % - % -
Transfer from (to) ACF/Other Appropriations 5 - £ - £ -
Revenues and Reversions L - k3 - k3 -
Transfers from tax stabilization reserve L - k3 - k3 -
Transfers from tax stabilization reserve to restore balance to 1 percent * 5 - 5 - b -
T h e TaX Ending Balance 5 1174 % 5966 % 594.1
4 H APPROPRIATION CONTINGENCY FUND
Stab I | I Z atl O n Beginning Balance L3 555 % 4575 % 1402
[Dhsaster Allotments 5 (546) % (lo.0y % (1600
R eS e rve O p e rateS Appropriation fm.m 2021 Sccl:md Special Session - (3454)
Other Appropriations (including 2022 Regular Session) 5 (275.1) § (3093 % -
y ‘“ . Transfers In * & 10692 § -8 -
as the state’s ra|ny Revenne and Reversions s 80 S 80 80
Ending Balance L 4575 % 1402 % 1322
d ay fu N d ) ? STATE SUPPORT FUND
Beginning Balance 5 40 % 104 % 104
Revenues 5 155 § - b -
Appropriations to State Support Reserve Fund B - o % - % -
Impact Aid Liability FY 20 5 (39.1)
Impact Aid Liability FY21 5 - 5 -
Audit Adjustments 5 - 5 - 5 -
Ending Balance 5 14 5 104 5 10.4
TOBACCO SETTLEMENT PERMANENT FUND (TSPF)
Beginning Balance L K538 LI 3338
Transfers In * b 65§ 25 0§ 240
Appropriation to Tobacco Settlement Program Fund 3 5 (36.5) % (16.3) % (1200
Gains/Losses 5 1.7 % o % 184
Additional Transfers to/from TSPE — 1 5 5
&

TAX STABILIZATION RESERVE (RAINY DAY FUND)

Beginning Balance 5 18126 8 1LB488 8 26808
Revenues from Excess Ol and Gas Emergency School Tax £ 13003 5 12453 § 617.0
Gamns/Losses L i 8 765 8 1072
Transfers In {From Operating Reserve) 5 - £ 7555 8 -
Transfer Out to Operating Reserve ** % - % - 3 -
Transfer Out to Early Childhood Trust Fund ? 5 (13003 § (12453 § (6:17.00

Ending Balance 5 18488 S5 26808 § 2TERD
Percent of Recurring Appropriations 24.8% 31.9%

TOTAL GENERA " 1 ALANCES 5 LT6lE S 38889
Percent of Recurring Appropriations 36.7% S4.8%




Tax Stabilization Reserve-
Funding Mechanisms and Decision Tree

Excess revenue left in
the general fund at the
end of the year goes into
_ the operating reserve.

Operating reserves ex- Oil and gas school tax
ceeding 8 percent of the Tax revenues exceeding the
ongoing appropriations Stabijization five-year average are
are transferred to the tax Reserve transferred to the tax
stabilization reserve. [ __/  stabilization reserve.

Funds are deposited into the tax stabilization reserve from the oil and gas emergency tax
if (a) annual revenue exceeds the five-year average AND (b) reserves are LESS than 25%.

Once the operating reserve fund hits 8 percent of the prior budget year’s recurring
appropriations, the excess must be transferred to the tax stabilization reserve by law.

Money in the tax stabilization reserve may only be appropriated if (1) the governor
declares it necessary because of a shortfall and the House and Senate approve it with a
simple majority vote, or (2) two-thirds vote of both the House and Senate.




The TSR receives revenue from excess oil and gas
emergency school tax, investment gains and losses, and
transfers from the operating reserve.

Estimate Estimate Estimate
FY2022 FY2023 FY2024
TAX STABILIZATION RESERVE (RAINY DAY FUND)

Beginning Balance $ 1,812.6 § 1,848.8 $  2.680.8
Revenues from Excess Oil and Gas Emergency School Tax $ 1,3003 § 1,2453 § 617.0
Gains/Losses $ 363 § 765 $ 107.2
Transfers In (From Operating Reserve) $ - $ 7555 % -
Transfer Out to Operating Reserve . $ - $ - $ -
Transfer Out to Early Childhood Trust Fund 7 $ (1,300.3) $ (1,2453) $ (617.0)

Ending Balance $ 1,8488 $§ 26808 § 2,788.0
Percent of Recurring Appropriations 24.8% 31.9%




New Mexico’s volatility and reliance on oil and gas revenues informs
the need for reserves.
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58: Low Oil Price 53: Economic Downside 51: Economic Upside

Scenario FY23 FYz4 FY25 FY23 FY24 FY25 FY23 FY24 FY2s

Severance Taxes to GF -§59 3472  -5TET 8 $1  -g2a2 -85 £ -39
Federal Mneral Leasing to GF -85  -$132 -8671 55 §22 -§51 -§5 54 58
Gross Receipts Taxes -8276  -3576  -5TBO|  -§102 5306 -B466 $123 5197 3267
Paersonal Income Taxes 5145 3236 -5306) -595 8236 -8211 38 28 537
‘Ganeral Fund Difference from Basaline -5484 -51416 -32553] -3194 5518 -51,019 $120 5209 3303
Gemaral Fund Pevcent of Total Impact 24% A7% 5% 38% 5452 T4% TE%
Severance Taxes to TSR or ECE -5905 %617 -5304 195 5564  -3304 -544 $6 $32
Federal Mneral Leasing to ECE -8607  -$967  -5566 $144 5284  -3566 $11 $67 64
TSR/ECE Transfers DIff. from Baseline | -£1,512 -$1584  -5870 §339 5847  -38T0 -530 73 $ar
TSRYECE Transfers Percent of Total Impact 76% 53% 25% E2% A% 28% 24%

New Mexico’s revenues are
the 4™ most volatile in the
nation.

Rainy day funds help the
state prepare for oil and
gas market shocks and
economic downturns
Stress-testing of the
general fund revenues
shows the state, on
average, needs about 30
percent in reserves to
withstand an oil price
shock lasting the current
fiscal year to the middle of
the budget year.



Mechanisms that sort above-trend revenues for nonrecurring
purposes have proved useful in other states and could prevent
acceleration of out-year deficits.

= Virginia — when general fund revenue
growth exceeds the 6-year average, half is

deposited into the rainy day fund.

Example of Bill Mechanisms using FY19 General Fund Revenue

Previous 10-

Year Average 5% Above
Total General Fund General Fund Revenue Previous 10-

Revenue Revenue Growth Growth Year Trend
5 7,910.3 15.0% 1.5% % 581.0
Distribution of Excess Revenue Percent Amount
College Affordability Fund 30% % 1743
Teacher Affordability Scholarship Fund 20% $ 1186.2
Early Childhood Education and Care Fund 20% $ 116.2
State Road Fund 10% % 581
Severance Tax Permanent Fund 10% % 581
Rural Libraries Endowment Fund 10% % 581

SB 392
(2021
Regular
Session)

Mate: dollars in millions

Utah State Legislature Above-Trend Rainy Day
Deposit Decision Tree

Is revenue above
trend?

Yes: Was 25% of
surplus deposited
at year end?

No: Transfer up to
amount necessary to
reach 25% of surplus.
Is remaining still above
trend?

Yes: Have
withdrawals been
repaid?

No: Transfer least of
25% surplus, unrepaid
withdrawals, or
remaining above trend

revenue.
No: Stop
No: Transfer least of
25% surplus, unrepaid
Yes: Stop withdrawals, or
remaining above trend
revenue.

Source: Utah Leg. Fiscal Analyst Office

Yes: Have
previous
withdrawals been
repaid?




Early Childhood Care and Education Fund -
Funding Mechanisms and Decision Tree

Above-Trend Qil and Gas Revenue Decision Tree

Doesthe federal

minaral leasing revenue

exceedthe S-year
average?

-

Yes: Transfer excess of
S-year average to the
Early Childhood Trust

Fund

Yas: Are total
general fund
reserves at least
25 percent of
recurming
appropriations?

e

i

il Y
MNo: Transfer excess of
S-year average to the

Tax Stabilization Is there an

Doesthe oil and gas
emeargency school tax
revenue exceed the 5-

Y&ar average’

Reserve until the 25 amount leflover? I:;:;;’:::::;l
percent target is
> reached to Early
U ) Childhood

Trust Fund

= The fund aka the “Early Childhood Trust Fund (ECTF)” was created in the 2020
regular session and endowed with $300 million on July 1, 2020.

= The funds revenues are from the oil and gas emergency school tax, federal
mineral leasing revenues, and gains/losses on investments.

Distributions are made from the fund to a program fund that is non-reverting.




Oil and gas prices and production have soared in New

Mexico.

Thousand Barrels per Day (Excluding Texas)

Top Three Oil-Producing States
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Favorable prices and attractive economics have
driven New Mexico’s production and revenue
collections to record levels.




Oil and gas has soared above five-year averages for both the
emergency school tax and federal mineral leasing payments,
leading to large distributions to the ECTF.

Distribution of Qil and Gas

Emergency School Tax
(in millions)
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Distribution of Federal

Mineral Leasing Payments
(in millions)
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Distributions from the Early Childhood Trust Fund are statutorily
(9-29A-1) set.

. ; : Estimated Distributions to the Early Childhood
= Distributions are made from the fund Education and Care Program Fund

to a program fund. The program (i milions)
fund is non-reverting.

$450

$400

= The distribution was set to $20 $350

million in FY21. 5300
$250
= For FY22 and beyond, the greater of o
$30 million or five percent of the
average calendar ending balance of $1%0
the fund for the immediately 5100 I
= n

preceding three calendar years.

$50

$0
FY21 FY22 FY23 FY24 FY25 FY26 FY27

Source: August 2022 CREG
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Early Childhood Care and Education Fund —
August 2022 Scenario

Early Childhood Trust Fund Forecast - August 2022

(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 $2,141.0 $4,828.8 $7,112.5 $8,345.6 $8,900.1
Gains & Losses $6.1 $34.1 $12.6 $85.6 $193.2 $284.5 $333.8 $356.0
Excess Federal Mineral Leasing $0.0 $0.0 $1,501.7 = $1,347.9 $966.6 $566.4 $254.6 $ -
Excess OGAS School Tax* $0.0 $0.0 $342.7 $1,300.3 $1,245.3 $617.0 $304.2 $115.2
Distribution to ECE Program Fund $0.0 ($20.0) ($30.0) ($46.0)  ($121.4) ($234.7) ($338.1) ($406.0)
Ending Balance $306.1 $314.1 $2,141.0 $4,828.8 $7,112.5 $8,345.6 $8,900.1 $8,965.3

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

Note: Investment return assumed at 4% and distributions occur on July 1, based on previous calendar year-ending balance.
FY21 FY22 FY23 FY24 FY25 FY26 FY27

Distribution to ECE Program Fund $0.00 $20.00 $30.00 $46.02 $121.40 $234.71  $338.12
Source: August 2022 Consensus Revenue Forecast

= Qver $2 billion by the end of 2022 and $4.8 billion by the end of 2023.

= Preliminary FY22 reports show $1.5 billion in excess federal mineral leasing
revenues and $1.3 billion in excess oil and gas school tax revenues.
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Thank you!

For more information or questions:

Ismael Torres, Chief Economist, Legislative Finance Committee
Ismael. Torres@nmieqgis.gov

Kelly Klundt, Principal Analyst (Early Childhood Programming), Legislative
Finance Committee

Kelly.Klundt@nmleqis.qov
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New Mexico’'s Early Childhood System

New Mexico’s Early Childhood Care and Education System

Prenatal Birth 1Yr. 2Yrs. 3Yrs. 4Yrs. 5Yrs.
To 1 Old Old Old Old & Older

Childcare

Women, Infants and Children

IDEA Part C IDEA Part B
Early Intervention - NM FIT Program Early Childhood Special Education
Early Head Start Head Start

NM PreK, Early
PreK

K-5 Plus,
Education
Reforms Across
Grades 1to 5

Source: LFC Files




New Mexico Early Childhood Education and Care

Funding
_ Resurring = The New Mexico Legislature has significantly
S sory increased early childhood education and care
s o) s funding since state fiscal year 2012.
$450 | 8120
$400 = Childcare Assistance, Early Prekindergarten,
$350 810 Prekindergarten, and Home-Visiting have been
$300 - 530 3 particular focuses of the legislature for
5260 | g0 & increased funding, even in years of financial
200 constraint.
$150 L $40
$100
- $20 . . .

$50 = Since FY15 early childhood funding has
T e D increased 157 percent. This is not including

GE T a e increases to other related early care support

T programs such as Early Head Start, Head Start,

. Early Literacy n d WI C

s Prekindergarten a !

mmmm Home Visiting

mmmm Child Care Assistance

Source:ECECD/
e K-5 Plus LFC Filed
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New Mexico Births

New Mexico Births
(2010-2021)

30,000
27,795 27251 26,092

25,985 25,730

25,000 23,038 22,966
21,820 21,235
20,000
15,000
10,000
2010 2012 2014 2016 2018 2020

Source: DOH

16



Recent Childcare Assistance Policy

Changes

In April 2022, ECECD announced Childcare Assistance income
eligibility would increase to 400 percent FPL and all co-payments
would be waived. The department estimated this will cost upward of
S60 million annually using non-recurring federal stimulus revenue.

2022 Federal Poverty Levels New Mexico Median Household Income
Hous‘?fzow 100%  150%  200%  250% 300% 350% 400% (Not Seasonally Adjusted)
1 $ 13,590 $ 20,385 ¢ 27,180 $ 33,975 S 40,770 S 47,565.0 $ 54,360 $56,000 $53.776
2 $ 18,310 $ 27,465 $ 36,620 S 45775 S 54,930 S 64,085.0 S 73,240 $54,000
3 $ 23,030 $ 34545 S 46060 $57575 S 69,090 S 80,605.0 5 92,120 452,000
4 $ 27,750 $ 41,625 $ 55,500 $ 69,375 S 83,250 S 97,125.0 $ 111,000 ’
$ $50,000
50,822
5 $ 32,470 ¢ 48,705 S 64,940 S 81,175 S 97,410113,645.0 $129,880 | $48000
5 $46,000
6 $ 37,190 $ 55,785 $ 74,380 $ 92,975 $111,570130,165.0 S 148,760
$44,000
$42,000
$40,000
5 3 % % 5 8 8 8% % &% 8 35 3%
5823 gzg¢ez gz s
< ~ o o [(e) ()] (] un 0 — < ~ o
& & & &§ § 8 8 8 838 3 5 S
— — - - — i (o] (o] o o o o (o]
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Childcare Assistance Enrollment,
Average Cost, Income Eligibility

While childcare assistance average costs have continued to increase, enrollment has
yet to reach pre-pandemic levels. Increased eligibility and the waiving of copayments
will contribute to increased costs.

Childcare Assistance Childcare Assistance Child _
Enrollment by Fiscal Average Monthly Cost lldcare Assistance
Year per Child Income Eligibility History
25,000 $800 (Authorized by Rule,
subject to Budget)
20,000 5700 450%
2600 400%
15,000 $500 350% (
$400 300%
10,000 o
$300 250%
200%
5,000 $200
150%
$100 L00%
> 50%
n O ™~ 0 OO0 O N
I = = = = N N N
ool ol A A 0%
28388235
Source: ECECD r T T Ttz
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Prekindergarten

Early education program for 3- and 4-year-olds implemented by ECECD and PED

FY22 Operating Budget: $110.2 million * NIEER: Four ygar StUdy found impaCt
on language, literacy, & math

FY22 Estimated Capacity: 13,539 estimating 3 S6 to 1 ROI.
New Mexico 2019 High * LFC: Numerous studies have found
School Graduation Rate impacts including:
For Low-Income — 11% increase in graduation rate for

. 100% Students English learners and low-income
@ . ;>
S 500 79.1% 68.5% participants |
S con — Improved reading and math scores from
g K through 11t grades
3 . . .
S 40% — 50 percent reduction in grade retention
O 20% — 25 percent reduction in chronic

0% absenteeism

PreK No-PreK

— Higher rate of exiting special education

— S6to 1 ROl using the NM Results First
Model

Source: Courtney et al. (in preparation)
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Childcare Assistance

A subsidy program implemented by CYFD for families with children 6 weeks to 13 whose families make less
than 200% of the federal poverty level and who work or attend training and education programs

FY22 Operating Budget: $214.8 . 2019 I._FC evaluation found .chlldcare.
million participants saw the following benefits:
— Increased family income ($3,500)

— Increased well-child visits

Childcare Assistance HPS
Avbrage Monthiy Cost — Increased dental visits

per Child

ss0 * Massive investments in quality:
700 | | — Over a 100% increase in reimbursement

FY22 Estimated Capacity: 22,000

$600

$500

$400

$300

$200

$100

S-
N © N 0 g O

HHHHH  Weak evidence of impact on school

R readiness (both CCPI and LFC found
impacts in Kindergarten but LFC found
these impacts fade out by 37 grade

rates for some age groups (infants)

— However, to date no research has found
evidence of better outcomes with higher
quality in NM.




Home Visiting

Multiple programs (e.g. Nurse Family Partnerships, Parents as Teachers) dedicated to intensive parent education

FY22 Operating Budget: $44.3* million ~ «  NM has several evidence-based/promising HV

*up to $14.7 million could be leveraged from Medicaid

home visiting pilot models including Nurse Family Partnership,

. _ Parents as Teachers, and First Born
FY21 Estimated Capacity: 4,601 not

including total Medicaid match * Generally speaking home visiting programs
availability have positive impacts although type and
NM Mothers Accessing magnitude of impact vary by program.

Prenatal Care In 1st Trimester . oo
* Nationally home visiting programs have

(] . o .

S 100%  88.6% demonstrated impacts of improved child

g 80% 64.0% development, health, reduced child

(%))

g 00% maltreatment among others.

< 40%

E 0% * UNM'’s CCPI has found home visiting to

(&)

S o improve well-child visits and access to prenatal
HV Statewide

Participant care,
Source: UNM CCPI
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Early Head Start (EHS) and Head Start (HS)

Federally funded programs to promote school readiness of children under the age of 5 by enhancing their
cognitive, social, and emotional development.

FY22 Operating Budget: $78.6 million e The What Works CIearinghouse (WWC)
FY22 Estimated Capacity: 6,639 slots rates EHS and HS as promising.

percentage of Head Star * Research indicates that EHS can impact
I teach ting federal H H
O redential requirements (2019) safety and child well being outcomes
(22 NM programs)

80%

% 7o * Research indicates HS can impact

B 60% ederal Standard=50% .

2 oo SandardS0F student achievement and development
S 40%

S so% (29 NM programs)

L 20% .

g 10% * Federal requirements call for 50% of HS
S 0%

New Mexico National teachers to have a relevant BA degree.

Source: UNM CCPI

* Such quality metrics may indicate
lower impact of NM programs
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Stacking of Programs

It is unlikely that one
program alone can close the

d Ch ieve ment ga p . Closing of the Achievement Gap for Dual K-3

60%

Plus and Prekindergarten Participants
Promising outcomes from

50% A

stacking of programs but

40%

more research is needed.

— 2017 Early Childhood
Accountability Report:
Showed a narrowing of |
achievement gap for PreK Non Low Income Children Lowincome childrenin Lowincome children not
AND K3 Plus participants reANRer i rserpre

Source: LFC Analysisof PED and CYFD data

— 2020 PreK Report. Better Errorbars are 95% Confidence Intervals

30% A

20% A

Percent Proficient At Beginning of Year

outcomes for children who
participated in 3yo PreK AND
4yo PreK
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