Fiscal impact reports (FIRs) are prepared by the Legislative Finance Committee (LFC) for standing finance
committees of the NM Legislature. The LFC does not assume responsibility for the accuracy of these reports
if they are used for other purposes.

Current and previously issued FIRs are available on the NM Legislative Website (www.nmlegis.gov).

FISCAL IMPACT REPORT

ORIGINAL DATE 4/5/22
SPONSOR Munoz/Lundstrom LAST UPDATED 4/5/22 HB

SHORT TITLE  Appropriations and Expenditures SB 1/aSFC

ANALYST _Klundt

APPROPRIATION (dollars in thousands)

Appropriation Recurring Fund
FY22 FY?23 or Nonrecurring Affected
$26,105.0 Recurring General Fund
$24,125.0 Nonrecurring General Fund

(Parenthesis () Indicate Expenditure Decreases)

Relates to Appropriation in the General Appropriation Act

SOURCES OF INFORMATION
LFC Files

SUMMARY

Synopsis of SFC Amendment

The Senate Finance Committee (SFC) amendment to Senate Bill 1 (SB1) strikes the $1 million
appropriation to the New Mexico rail runner to temporarily decreasing fares, expand schedules
and improve operations.

Svynopsis of Bill

SB1 appropriates $50.2 million from the general fund to multiple state agencies for various
purposes for expenditure in FY22 and FY23 unless otherwise specified. SB1 would take effect
immediately on passage and approval (New Mexico Constitution, Article IV, Section 23).

FISCAL IMPLICATIONS

The SFC amended appropriation of $50.2 million contained in this bill includes $26.1 million
recurring and $24.1 million nonrecurring expenses to the general fund. Any unexpended or
unencumbered balances remaining at the end of FY22 and FY23 shall revert to the general fund
unless otherwise specified. Table attached of appropriations contained in this bill.
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Also contained in this bill is a temporary provision which states, notwithstanding the provisions
of Section 2-3-13 NMSA 1978 and Legislative Joint Rule 12-1, the Legislative Council Service
(LCS) shall publish on the legislative website a searchable list of the appropriations contained in
this act as it passed the Legislature, the name of each Legislator who allocated a portion of the
appropriation and the amount of the verified allocation. The list shall be published no earlier than
the day after the governor signs this act and no later than 30 days after adjournment of the Third
Special Session of the Fifty-Fifth Legislature. LCS reports the current operating budget is
sufficient to assume the costs of this clause with no additional operating budget impact.

SUBSTANTIVE ISSUES

SB1 related to SB48 from the Second Session of the Fifty-Firth Legislature vetoed on March 9,
2022 by Governor Michelle Lujan Grisham. The veto message provided by the governor read:

“I have decided to veto SENATE FINANCE COMMITTEE SUBSTITUTE FOR
SENATE BILL 48, as amended (“SB 48”), commonly known as “the junior bill,” which
would have appropriated funding for various projects. Despite its nickname, SB 48 is
anything but “junior”; it is littered with tens of millions of appropriations. Yet SB 48
circumvents the important budget and capital outlay process that forms the basis for other
large appropriations bills.

As | have stated in previous veto messages, fiscal responsibility must be a cornerstone
principle of all State expenditures—both in boom times and in times of economic
uncertainty. This can be boiled down to a simple formula: any significant expenditure of
State funds should represent a thoughtful investment in the present or future of New
Mexico and New Mexicans.

Unfortunately, I am unconvinced that SB 48’s distribution of over $50 million in funds
for various projects upholds principles of fiscal responsibility or, on the whole, represents
a wise investment at present. For example, many of the projects listed in SB 48 are not
fully funded—Ieaving open the possibility that money will be wasted on projects that will
never be completed. This is unacceptable. While I’m sure my veto today is disappointing
to many, it is my sincere hope that it will serve as a catalyst for changing this process
going forward to ensure that all such substantial expenditures are warranted and prudent.

For these reasons, and pursuant to my authority under Article IV, Section 22 of the New
Mexico Constitution, | have vetoed SENATE FINANCE COMMITTEE SUBSTITUTE
FOR SENATE BILL 48, as amended, enacted by the Fifty-Fifth Legislature, Second
Session, 2022.”

SB1 has been modified to reflect considerations from the executive and stakeholders to address
most of the executive’s concerns, including modifying language and amending appropriations to
recurring and nonrecurring revenue.

Generally, SB1 contains three major types of changes which were suggested by the executive
and reviewed by legislative staff and legislators including:

e Shifting nonrecurring and recurring appropriations to the correct designation;

e Changing the designated agency receiving the appropriation; and

e Ensuring that non-profit entities are not specifically identified.
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The vetoed SB48 was based on guidelines developed by the House Appropriations and Finance
Committee and the Senate Finance Committee for legislator-selected projects, including
minimum dollar amounts to ensure meaningful project investment. These appropriations
included many local projects vetted by state legislators in direct communication with their local
communities to address local needs such as grant writing support, nutritional support, mental
health services, domestic violence services, sexual assault services, and safety equipment for law
enforcement.

The SFC amendment to SB1 struck $1 million to reduce New Mexico Rail Runner ticket prices.
The Rail Runner has received significant federal funds authorized by the Coronavirus Aid,
Relief, and Economic Security Act (CARES Act) and American Rescue Plan Act. According to
budget documents from the Rio Metro Regional Transit District, the Rail Runners operator, the
service received a total of $63.9 million in Covid-19 relief funds in FY21 and FY22. This has
indirectly caused a surplus of cash carryover, as Rio Metro used federal relief funds to pay for
operating costs in FY21 and FY22. Projections indicate a $60.9 million surplus heading into
FY23. Before the Covid-19 pandemic, Rail Runner fares were projected at approximately $2.2
million per year, less than 2 percent of total Rail Runner revenues (Attachment #2 Rail Runner
Express Budget).

Analysis from the University of New Mexico (UNM) indicates $3.7 million from SB48
supported 30 projects at UNM stating “each would significantly contribute to our service
capacity” and “support FY23 funding for these projects that are integral to our mission”. Projects
include $200 thousand for UNM Press, $180 thousand for the border justice initiative at the
UNM School of Law, $100 thousand for the office of the medical investigator to provide grief
services, $400 thousand for mental and physical well-being of student athletes, $210 thousand
for operational costs of Chicana and Chicano studies, and many other projects.

Output for these projects provided by UNM include classroom and clinical education
opportunities in the field of immigration law and practice to UNM School of Law students,
providing stable funding so that the Office of the Medial Examiner can continue providing
support to next-of-kin dealing with a death investigation, hiring on-site sports physiologist and
additional athletics trainers for student athletes in addition to providing expanded nutritional
services, creating and distribution of audiobooks by UNM Press relating to New Mexico and
Southwest stories, and expanding the number of students serviced, professional teacher training,
graduate internships, and lesson plan development by Chicana and Chicano studies.

KK/rl/al
Attachment

1. Appropriation Spreadsheet
2. Rail Runner Express Budget
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6 Section 1: FY2022 Budget and FY2023-FY2028 Projections

Rio Metro’s budget is divided into two sections based on mode. The first accounts for revenues and costs
associated with the Rail Runner. The second accounts for revenues and costs associated with all other
transit services and administration/overhead not exclusive to the Rail Runner. In both cases, FY2022
constitutes the adopted budget, and subsequent years are provided for reference, although subject to
change.

1.1 New Mexico Rail Runner Express Budget

The FY2022 budget for the Rail Runner amounts to $121.1 million in revenues and $60.2 million in costs.
Costs are split between operations and maintenance (O&M; $30.9 million) and capital (529.1 million).
Although the Rail Runner is gradually resuming service after a prolonged suspension, O&M costs reflect a
pre-pandemic level of service, and are projected to increase annually by 3% in later years to offset
inflation.

Capital costs are markedly lower than previous years now that PTC implementation is complete, although
related PTC maintenance, PTC debt service (rising from $109k in FY2022 to $786k in FY2023), and Wi-Fi
implementation will linger in the budget. Excluding the capital maintenance program, much of the
remaining capital costs are driven by three high-priority capacity and efficiency projects with federal
discretionary funding from the Transportation Improvement Program (TIP): Alameda Siding, Centralized
Traffic Control (Abajo to Hahn), and Main 2 Extension.

The projected $60.9 million carryover from FY2022 to FY2023 is driven indirectly by CARES Act and
American Rescue Plan (ARP) Act funding associated with the COVID-19 pandemic. Because Rio Metro will
continue to use these relief funds to pay for costs well into FY2022, the GRT and other funds that would
otherwise have been expended will be reserved for future O&M costs, to match and/or supplement
federal discretionary grants, and to advance the design and construction of capital projects, if necessary.

Related to a recent audit finding, the Rail Runner budget also now includes “pass-through” revenues and
costs that have a net zero impact on the budget. These funds pass through Rio Metro’s financial system
when NMDOT and local governments use Rio Metro’s O&M contractor to complete railroad-related
improvements. In these instances, Rio Metro pays the contractor from its own cash reserve and is
reimbursed by the local government, but Rio Metro is neither the lead agency for the project nor the
direct recipient of the funds used to complete the project.

Source: Rio Metro Regional Transit District Budget and Capital
Plan FY2022 - FY2028
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Table 1-1-1: Rail Runner Revenues

State Fiscal Year (Thousands of Dollars)

Rail Runner Revenues FY2021 Approved  FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
5307 Large Urban 17,533 21,546 9,943 10,141 10,344 10,551 10,762 10,977
5337 State of Good Repair 26,162 17,816 9,149 9,332 9,519 9,709 9,903 10,101
American Rescue Plan Act 16,200
CARES Act 5307 Large Urban 22,654 12,000
CARES Act 5337 Large Urban 25,000 16,105
Subtotal, Federal Formula Funds 91,348 83,667 19,091 19,473 19,863 20,260 20,665 21,079
CMAQ Operating Assistance 1,000 2,000 1,000 1,000 1,000 1,000 1,000 1,000
CRISI PTC/Wi-Fi Grant 2,497 2,497
Section 130 734
STP-U Alameda Siding 1,367 1,367
STP-U Centralized Traffic Control 8,291 285
STP-U Main 2 Extension 563 4,061
STP-U PTC/Wi-Fi 301
Subtotal, Federal Discretionary Funds 5,899 14,154 1,848 5,061 1,000 1,000 1,000 1,000
Farebox 1,500 1,500 1,750 2,000 2,000 2,000 2,000 2,000
Fund Balance 4,100 4,500
GRT Rio Metro/NCRTD 11,625 15,000 15,300 15,606 15,918 16,236 16,561 16,892
State Capital Outlay Main 2 Study 100 100
State Capital Outlay Wi-Fi 50
State Infrastructure Bank (SIB) Loan 3,500
State LGTPF Parking Lot Rehabilitation 510
Trackage Fees BNSF/Amtrak 2,200 2,200 2,244 2,289 2,335 2,381 2,429 2,478
Subtotal, State and Local Funds 23,585 23,300 19,294 19,895 20,253 20,618 20,990 21,370
Other Agency Pass-through 29,885 1,438 250 250
Subtotal, Other Agency Pass-Through 29,885 1,438 250 250 0 0 0
Projected Carryover 60,942 58,351 56,277 55,230 53,506 52,643
Total Revenues 120,832 151,006 102,613 103,031 97,642 97,108 96,162 96,091
Total Revenues Excluding Pass-Through 120,832 121,121 101,176 102,781 97,392 97,108 96,162 96,091
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