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Qmﬁmami_,ﬁmsa mwmom_ Ocaoo_m_,-,

» The legislative session ended with very slim margins for general fund reserves.

The FY15 General Fund reserves were $713 million. In February, FY16 reserves
were estimated to drop to $349 million including only $79 million in the
operating reserve.

General Fund revenue in April and May was very weak. With 11 months of the
FY16 virtually complete, YTD revenue is down almost 10 percent compared to
the February forecast of -5.5 percent.

It seems very likely that the operating reserve will end FY16 in the red and
require a significant transfer from the Tobacco Settlement Permanent Fund.

A very preliminary LFC update of FY17 revenue suggests FY17 revenue also
may fall well short of the February guidance, exhausting even restricted General
Fund reserves.

NMSA 8-6-7 provides a penalty provision if the DFA Secretary and the Treasurer
issue and redeem warrants when “with the use of available accounting
information, should reasonably then, know there is an insufficient unexpended
and unencumbered balance available”.
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meﬂm_ Fund Emom._ Outlook

General Fund Financial Summary: General Appropriation Act of 2016
and Other Enacted Legislation
RESERVE DETAIL

(1n millions of dollars)
Acrual Estimated Estimated
FY20135 FY2016 FY2017
OPERATING RESERVE
Beguning Balance s 2746 S 3198 S 79.0
BOF Emergency Appropt R s ©5) s 0) S .0)
Transfers from/to Appropnation Account L (393) s (4069) $ (14.0)
Transfer to ACF/Other Appropriations s (150 S (200) S -
Reversal of Contingency for Unreconciled Accounts s 100.0 s - s -
2016 Revenue Legsslation (HB 311)* S - s 406 3 -
Transfer from Tax Stabil Reserve $ - S 1475 S -
Ending Balance S 3198 S 790 S 63.1
APPROPRIATION CONTINGENCY FUND
Begmning Balance s 183 S 284 s 396
Disaster Allotments S 12s5) S (16.0) S (16.0)
Other Appropriations e 3 1) $ 05y S -
Transfers In S 150 s 200 S -
Revenue and Reversions $ 7.7 b 27 3 77
Ending Balance s 284 S 396 S 313
Education Lock Box
Beginning Balance S 30 s - s -
Appropriations s 30 S - s -
Transfers In LY < S = S -
Ending Balance $ - s - S -
Total of Appropriation Contingency Fund $ 284 s 39.6 S 313
STATE SUPPORT FUND
Beginning Balance S 1.0 s 10 S 1.0
Revenues** $ - s - S 14
Appropniations s - s - S -
/ Ending Balance S 10§ 10 S 24
TOBACCO PERMANENT FUND
Begmning Balance s 1935 § 2164 S 2296
Transfers In - 350 s 370 S 37.0
Appropriation to Tobacco Settlement Program Fund s (193) § (185) S {18.5)
Gains/Losses $ 72 - 3 16.2 S 172
Addif 1T from TSPF s - S (15 8§ (18.5)
Ending Balance $ 2164 S 2296 S 246.9
TAX STABILIZATION RESERVE
Beginning Balance s 1475 S 1475 S =
Transfers In S - s - s -
Transfer Out to Op g Reserve (C on Solvency Bill) $ - s (1475 S -
Ending Balance S 1475 s - S -
GENERAL FUND ENDING BALANCES s 7131 S 3493 S 343.6
Percent of Recwrring Appropriations 11.6% 5.6% 3.5%

Notes:
* HB 311-522.2 m ($12.3m fund sweeps and $10m unrestncton of MOE)
** Pursuant to HB311 from Drivers License Fees
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‘General Fund Fiscal Outlook

Gross Receipts Tax Revenues Year-over-Year Comparison
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May Preliminary
Sources: LFC files, DFA GenFund reports
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Gross Receipts by Industry
July 2015 through April 2016

Industry

Matched Taxable

Gross Receipts Change
Mining, Quarrying, and Oil and Gas Extraction $1,971,815,847 -45.9%
Utilities $1,916,212,593 -3.2%
Construction $5,252,145,336 2.4%
Manufacturing $1,379,035,172 -28.2%
Wholesale Trade $1,744,550,514 -17.7%
Retail Trade $10,074,429,036 -4.2%
Transportation and Warehousing $531,851,688 -28.8%
[nformation $2,115,008,472 -0.5%
Real Estate and Rental and Leasing $1,030,738,840 2.1%
Professional, Scientific, and Technical Services $5,418,506,646 14.7%)
Administrative/Support & Waste Management/Remediation Services $1,080,958,495 17.1%
Health Care and Social Assistance $2,173,328,189 6.6%
Leisure and Hospitality Services $3,565,973,740 4.4%
Other Industries $4,664,049,192 n/a
Total $42,918,603,762 -5.8%)

Year-over-Year
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NM Employment Growth, Seasonally-Adjusted
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Consensus Revenue Estimate 18-Month Forecast
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Recap FY17 and FY18
‘General Fund Fiscal Outlook

» Returning to the financial summary on page 3, FY17 recurring
revenue forecast of $6.14 billion seems unattainable given FY16
revenue weakness, notably gross receipts and corporate income taxes.

» Let’s assume at a special session, authorization is provided for the

tobacco permanent fund to be used in significant part to cover an
FY 16 shortfall.

» There’s a real possibility that remaining balances of the tobacco
permanent fund will be insufficient to cover an FY 17 shortfall.
Then it will be necessary at a special session to consider:

» Appropriation reductions
» Fund sweeps
» Additional revenue

» FY18 outlook is gloomy because of uncertain revenue prospects, the
need to replace $75 million of sweeps, used to prop up FY17 spending,
requirements for Medicaid growth and risks related to public school
litigation.

TS



L1

Sa[1,] DA :99mog

ANUIAY SULLINODY e spun,j 1oy} s spun [e1apa,] pun,{ [eI3USD) s

sn[nuns

pug
29 SuipueS AoudAjoS AdousAjo§  png

LTAd 9IAd STAd V1Ad €IAd CIAd 104 ITAd OTAd 60Ad dO60Ad 80Ad LOAA
. : : - 00SV$

- 0S9'7$
- 0087$
- 0S6'7$
- 001°S$
0ST's$
00%°S$

s - 0556

\ 00L°S$
058°S$

/\ 000°9$

0S1°9$

00£°9$
0S¥°9$

I ! ! ! 1 1 1 !

spuny Aierodwa], pue puny [gIauds) :suoneridoiddy

suor[jiw

NOO[INQ) [BISI] PUn,j [BIOUAL)




FY16-FY20 General Fund Recurring Appropriation Outlook

(in millions of dollars)

- General Fund Fiscal Outlook

GAA GAA Outlock Qutlook Outlook
FY16 FY17 FY18 FY19 FY20 I
January 2016 Recurring Revenue Estimate $ 6,0202 $ 6,2646 S 66124 $ 69015 $ 7.214.8
Revised February Guidance - LFC/DFA $ (125.0) $ (125.0) S (125.0) $ (125.0) $ (125.0)
Total Recurring Revenue $ 5,895.2 § 6,139.6 S 6,487.4 § 6,776.5 $ 7,089.8
Year-to-Year Percent Change -4.8% 4.1% 5.7% 4.5% 4.6%
Recurring Appropriations
Legislative $ 260 S 195 § 263 S 206 $ 27.0
Judicial $ 2756 $ 2760 S 2815 S$ 2871 $ 2928
General Control $ 136.1 $ 1306 $ 1332 8§ 1359 $ 138.6
Commerce, Industry $ 537 $ 510 $ 520 S 530 $ 54.1
Agricuiture, Energy and Natural Resources $ 716 $ 685 $ 699 $§ 713 § 727
Medicaid $ 907.7 $ 9286 $ 1,0220 $ 10847 S 1,168.6
Medicaid Base Expenditures $ 9077 S 8878 § 927.7 § +¢ { 9695 S 1,013.1
Medicaid Expansion Expenditures $ - s 408 S 943 § 1152 § 1554
Other Health, Hospitals and Human Services $ 7513 $ 7352 § 7575 w\ 7803 S 803.7
Public Safety $ 4182 $ 4316 $ 4402 $ 4490 S 458.0
Other Education $ 1130 $ 1108 $ 1131 8 1153 § 117.6
Higher Education $ 8485 § 8285 $ 8533 S 8789 $ 905.3
Public School Support $ 2,639.1 8 26480 S 27275 § 28093 $ 2,893.6
Subtotal - Recurring Appropriations $ 6,240.7 S 6,228.3 $ 6,476.6 S 6,685.4 S 6,932.0
Adjustment Scenario
- Replace Tobacco Settiement Diversion $ - 3 - s 185 § 185 $ 18.5
- Replace TANF Early Childhood with General Fund $ - $ s 50 $ 100 $ 15.0
- Medicaid Supplemental - Recurring $ - S 250 $ 250" $ 250 $ 250
- Fund Public Defender Contracts $ s - S 20 s 40 S 40
- Replace Irrigation Works Const. Fund Balance $ - $ - s 50 $ 50 $ 50
- Replace Other Fund Balances Budgeted FY17 $ $ $ 58 § 58 $ 58
- Fund RMD Rate Increases S $ - L3 25 § 50 $§ 75
- Compensation Increases Annually $ - S - $ 656 § 1325 § 2014
Subtotal - Adjustment Scenario S - $ 25.0 $ 1294 S 2058 S 282.2
Total Recurring Appropriations + Adj Scenario $ 6,240.7 $ 6,253.3 $ 6,606.0 $ 6,891.3 §$ 7,214.2
Year-to-Year Percent Change 1.7% 0.2% 5.6% 4.3% 4.7%
Surplus/(Deficit) $ (345.5) S (113.7) S (118.6) S (114.7) S (124.4)

Notes:

1) Recurring General Fund revenue fr Consensus Revenue Estimate January 2016 (FY16-FY20)
3) Annual appropriation growth FY 18-FY20 (with FY 17 as base) calculated as follows:

2) Fund Balance replaced in DCA (§0.8), DWS ($2.0), and DOH {S3.0)
4) Medicaid spending is based on OpBud plus 4.5% growth factor plus HSD

Legisiative
Judicial
General Control

20%
20%
20%

Agriculture, Energy, NR
Health, Hosp. & Hum. S
Medicaid Base

2.0% Public Safety

3.8% Other Education
4.5% Higher Education
3.0% Public School Support

2.0%
2.0%
3.0%
3.0%

ACA expansion estimate

Commerce, Industry

2.0%

Other HHHS
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- General Fund Fiscal Outlook

Estimated FY17
General Fund Revenue Sources

11%
Investments

43%
Sales Taxes

Income Taxes

4%
Other

16%

msmﬂmv\ Source: Dec. 2015 Consensus Revenue Estimate
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6-3-6. State budget division; periodic allotments. {2011)

Statute text

A. The state budget division, subject to the approval of the secretary of finance and administration,
is authorized to provide rules for the periodic allotment of funds that may be expended by any state

agency.

B. The expenditures of any state agency as defined in Section 6-3-1 NMSA 1978, for the first six-
month period of each odd-numbered fiscal year shall be limited to one-half of the appropriation or
approved budget, whichever is less, for that fiscal year. This restriction does not apply to those agencies
whose operations are more efficiently measured by periods other than a fiscal year, including but not
limited to the New Mexico legislative council, legislative committees, the intertribal ceremonial and the
New Mexico state fair. Expenditures of the intertribal ceremonial office and the New Mexico state fair
shall be governed by regulation of the department of finance and administration. The department of
finance and administration may also allow expenditure of more than one-half of the appropriation or
approved budget for those agencies planning major expenditures for capital outlay in the first six
months of the fiscal year, which would result in over-expenditure of the first six-month allocation.

C. Upon the direction of the secretary of finance and administration pursuant to Section 9-6-5.2
NMSA 1978, the state budget division shall temporarily withhold an allotment to a state agency or state
institution that has failed to submit an audit report required by the Audit Act [12-6-1 through 12-6-14
NMSA 1978]. The amount withheld and the number of periodic allotments subject to the withholding
shall be as directed by the secretary.

History

History: 1953 Comp., § 11-4-1.7, enacted by Laws 1957, ch. 253, § 7; 1963, ch. 38, § 1; 1977, ch. 247, §
124; 2011, ch. 106, § 1.

Annotations

Cross references. — For penalty for violation of expenditure restrictions, see 6-3-8 NMSA 1978.

The 2011 amendment, effective July 1, 2012, authorized the secretary of finance and administration to
withhold allotments to state agencies and state institutions that have failed to submit audit reports
required by the Audit Act.

ANNOTATIONS

Governor not authorized to reduce periodic allotments. — This section does not by itself supply
standards sufficient to authorize executive department regulation of the state treasury; thus, the
governor could not reduce periodic allotments in anticipation of appropriation reductions by the
legislature. State ex rel. Schwartz v. Johnson, 1995-NMSC-080, 120 N.M. 820, 907 P.2d 1001.

Am. Jur. 2d, A.L.R. and C.J.S. references. — Liability for work done or materials furnished, etc., for state
or federal governments in excess of appropriations, 19 A.L.R. 408.



