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Overview

_______

 As in previous years, the General Appropriation
Act of 2014 ultimately passed with broad-based
support.

» The balanced FY15 budget spends $6.16 billion
from the general fund, up 4.6 percent from FY14
and representing the highest-ever spending total.

» Reserves are projected at 9.2 percent at the end of
FY14 and 9 percent at the end of FY15.

» Capital outlay appropriations total $630.4 million.




Recurring revenue
fell $1.2 billion or
20%, from FY08 to

FY10, and has
recovered since.

FY12
appropriations were
down 10.9% from
the peak in FY009.

FY15 appropriations
exceed the pre-
recession peak
appropriation in
FYO08.

Appropriations: General Fund and Temporary Funds
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General Fund Recurring Appropriations - FY89-FY15
(in millions of dollars)
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The December consensus forecast projected FY15 “New Money”
to be $292 million, an increase of 5 percent over FY14
appropriations.

* After several years of replacing one-time funds and addressing

significant nonrecurring spending issues such as pension
solvency, FY15 provided opportunity to “move the needle” in at-
risk spending for education, early childhood investment, training
health-care providers, restoring solvency to the lottery
scholarship program, and providing across-the-board and
targeted raises.

» No significant revenue proposals.
» Expenditure recommendations differed by $75 million with the

LEC notably higher by $43 million in public education, $19.8
million in higher education, and $10 million in agency
compensation increases.




2014 General Appropriatic
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Early Childhood Learning Initiatives

9,

* Early childhood education funding increased $26 million (13%)
in FY15 with funding for childcare subsidies, prekindergarten, K-
3 Plus, the Family, Infant, Toddler early intervention program
(FIT), and home visits to families with infants:

o $2.2 million for childcare assistance

© $2.5 million for home visiting

O $600 thousand for provider and teacher education
© $6 million for PreK

© $5.6 million for FIT

© $8.2 million more for early literacy programs and K-3 Plus
* ECE funding up $94.3 million (69%) between FY12 and FY15.




EARLY CHILDHOOD PROGRAMS: FY14 and FY15 ENROLLMENT AND ESTIMATED FUNDING NEEDED FOR STATEWIDE PROGRAMS

Family, Infant, Toddler Head Start/ Early Head Start
Home Visiting (FIT) Program Childcare Assi (EHS) Prekindergarten Kindergarten Three Plus
Priority eligibility for first time 2 Communities with Title | n
expectant mothers; first time(Birth to children age|6 week to 12 year olds ALEE) SERED B 0 public schools (40 percent SHolERCSTentanscnoo!s

parents of infants and toddlers

three with or at risk for

children whose families

children birth to five years of|
age whose family income

students eligible for free or

with 80 percent or more of
the enrolled students eligible

zero to three; first time[developmental delays|are at or below 200 reduced-fee lunch), priorit)
caregivers of infants and|and dispabilities based Zn percent of the federal fRestSt e Iode 2l IpOYeLTY | e a minimur31 F(;f Gg ioaeciogiedtcediiealiinel
toddlers zero to  three;|comprehensive poverty level that are gu!ge:!nes. -Zhi .po;ergy percent of the children a]t “me: €y apphcah(;: o
adoptive parents of infants|multidisciplinary working  andjor  in|Juideines are determined byl o\ e ithin  the|SSmentary Sl
and toddlers zero to three,|evaluation. Nt the federal government each attendance zone of a Title | receiving a D or F school
Criteria For Services|and teen parents. fiscal year. B grade.
FY13
FY13 Appropriation $5,900,000 $33,600,000 $87,120,800 $61,808,295 $19,236,900 $11,000,000
LFC Estimated Number of Clients
Post: ion FY13 930 13,799 20,922 7,839 5525 9,600
LFC Estimated Average Cost Per Client
Postsession in FY13 $3,350 $2,884 $4,164 $6,538 $3,095 $861
Actual Number of Clients 1,098 13,455 19,906 7,839 5,068 4,564
Actual Cost Per Client $3,493 $2,732 $3,450 $7,080 $3,658 $1,275
FY13 Total Providers 28 36 1,011 23 215 144
FY14
FY14 Appropriation $8,100,000 $34,100,000 $95,600,000 $58,560,939 $29,900 $15,950,000
LFC E: d Number of Clients FY14 2,131 14,127 20,654 7,472 8,671 13,400
LFC Estimated Average Cost Per Client|
FY14, $3,801 $2,732 $4,140 $7.080 $3,448 $1,190
EY15
FY15 Appropriation* $10,600,000 $39,750,000 $97,700,000 $58,442,526 $36,577.26 $21,281.5
LFC Estimated Number of Clients FY15 2,788 14,833 20,248 7,458 10,050 18,854
LFC Estimated Average Cost Per Client
FY15 $3,801 $2,882 $4,308 $7,080 $3,640 $1,129
REMAINING STATEWIDE NEED
LFC Estimate of Total Eligible Clients
Statewide 10,800 14,833 29,000 N/A 12,578 68,500
LFC Estimate of Need After FY15 (line 20
noeit) 8,012 0 8,752 N/A 2528 49,646
Estimated Funding Needed to Serve
Eligible Clients After FY15 $30,453,612 $0 $37,703,616 N/A $9,200,620 $64,539,800

* Funding prior to sanding
Home Visiting Notes:

Source: CYFD, PED, DOH, and LFC Files

Estimate of total eligible clients statewide is based on a 20 percent uptake of all children birth to two years old ((27,000X2)x.20). Average cost per client of home visiting is per family. Costs of home visiting vary greatly

depending on the model used
Family, Infant, Toddler Notes:

The FIT appropriations and LFC recommendation above are total funds. Cost per child is based on total expenditures from all revenue sources: 1) State General Fund; 2) Private Insurance; 3) Federal IDEA Grant Funds;
4) Federal Medicaid Funds. The FY15 estimate of total eligible clients statewide is based on 5 percent growth which is a 4 percent increase over the average in FY11 and FY12 prior to the enactment of Chapter 166,
Laws of 2011 (Senate Bill 330). The FIT Program is an entitlement and does not have a waiting list for services. The program is expected to continue to grow at a rate of 5 percent annually with 706 additional clients
projected in FY16 at a projected total cost of $1.9 million. The FY15 appropriation includes a provider rate increase previously recommended in a 2003 FIT rate study. The home and community-based rate is increased
from $102/hour to $114/hour to address the rising cost of gas to travel to provide services in families' homes and to retain qualified staff. The rate increase results in an increase in the average cost per client.

Childcare Assistance Notes:

Estimate of total eligible clients statewide assumes the number of children on the childcare assistance waitlist up to 200 percent of the federal poverty level estimated by CYFD.

Head Start and Early Head Start Notes:

The FY14 estimate of children served was provided by the NM Head Start Collaboration Director. Head Start (HS) and Early Head Start (EHS) are completely federally funded. According to CYFD, HS and EHS are
expected to continue experiencing decreased funding in FY15. HS and EHS funding and provider counts do not include tribal government or consortium or migrant/seasonal programs.

Prekindergarten Notes

For FY15, the estimate of total eligible clients statewide is based on an 80 percent uptake rate of the total number of four-year-olds currently served by Title 1 schools (87 percent of 27,700) less 4-year-olds who attend
Head Start programs (5,700) and special education prekindergarten (2,676). The LFC estimated number of clients to be served in FY15 is based on use of $4.4 million of the FY15 appropriation on administrative costs
and program support and the remaining blance on direct services for 4-year-olds, including $3.5 million to fund approximately 660 slots for an extended day prekindergarten pilot.

Kindergarten-Three-Plus Notes:

K-3 Plus eligibility is based on the total number of students statewide attending schools with 80 percent or more of the students eligible for free or reduced-fee lunch (FRL) and schools with a D or F letter grade.




Public education appropriations grew §H£77 million (5.8 percent).

Formula funding up $119 million (5.1%), including: a 3% raise for all school
employees an additional 3% raise for educational assistants, and an increase in
minimum salary of level one teacher from $30,000 to $32,000; the last o. 75 ERB
increase; additional funding for small school districts; funding to reduce class sizes |
that do not comply with statutory maximums. |

$15.2 million was included for the state’s at-risk students to close the achlevement
gap; however, these funds were vetoed. g

FY15 will mark the first year since FYo9 that appropriations to the SEG will be
sufficient to meet federal special education MOE requirements. |
Related recurring initiatives that will receive increased funding include:
Early childhood initiatives (prekindergarten, K-3 Plus, and the early reading initiative).

Funding for teacher and administrator programs, training, preparation, recruitment and
retention.

College preparation, career readiness, and dropout prevention.
Interventions and support for students, struggling schools, and parents
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» 28 percent of New Mexico’s population is enrolled in Medicaid, 2011 Census data showed
almost 400 thousand New Mexicans, 19.6 percent of the population, lack health
insurance, which ranked 46th of all states.

 This changed in January with expansion of Medicaid for low-income adults with incomes
up to 138 percent of the federal poverty level ($15,400 a year). The federal government
will cover 100 percent of the funding for expenditures for these newly eligible adults in
2014-2016. Federal funding will decrease in the out-years to a 9o percent match in 2020
and thereafter. Affordable-Care-Act-related enrollment would increase to almost 170
thousand by 2020.

Research shows policy benefits to the Medicaid expansion including: improved health of
uninsured adults, improved availability of substance abuse treatment and a reduction in
uncompensated care.

The LFC’s focus has evolved from cost containment to oversight of quality and cost
efficiency of services.
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Compensation Funding Issues
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= The GAA included $107.3 million for the following salary increases:

© 3% across-the-board for legislative, judicial, classified and exempt state
employees, a total of $17.4 million after sanding.

© 1.5% for higher education employees, costing $9.1 million.

© 3% across-the-board for teachers, instructional and educational assistants,
and transportation and other employees; and

e Additional Targeted increases of 3%-5% for EAs, Teachers Licensed Level 1,
CYFD protective service employees, juvenile justice direct service employees,
corrections officers; 5% for state police and MTD officers.
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Revenue and Expenditure Risks

o Although the state’s fiscal position remains strong, several
risks remain:

© Financial accounting issues: SHARE/cash reconciliation
unresolved; potentially overstated HSD Medicaid receivable.

© Contingent appropriations for special education maintenance-
of-effort.

© Weak employment data
© Federal spending uncertainty (national laboratories, defense
spending, transfer payments).

» The revenue forecast was conservative in the area of
energy-related revenues. Severance taxes and
royalties are currenth tracking above the estimate
and are an upside risk.




Capital Outlay

Total capital outlay: $630.4 million

2015 Capital Outlay - Al | (Capital Outlay Issues:
. Fundlng Sources ¢ Two capital outlay bills authorize nearly
(in millions of dollars) $395.7 million for various state and local

infrastructure projects statewide.

*  $175.2 million from supplemental
severance tax bond capacity is designated
for public school construction.

¢ $182.2 million from STB capacity for 824
projects

* $46.5 million from other state funds for
28 projects.

* GOB projects total $167 million for 3
bond issues for senior centers, library

acquisitions, and higher education
~ facilities.

Other State
Funds,

$46.5
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