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Overview

JWhat is the Legislative Finance
Committee?

JWhat is included in the state’s
budget?

JIWhat is the current state
budget process and related
activities?




Citizens’ Guide to the New Mexico State Budget
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Although state spending includes capital investments, special initiatives, and tax breaks, references to the “state budget” generally mean the ongoing
and one-time spending authorized in the annual General Appropriation Act. The creation of the budget that will be in the next act starts now.
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Although state spending includes capital investments, special initiatives, and tax breaks, references to the “state
budget™ generally mean the ongoing (recurring) and one-time {nonrecurring ) spending authorized in the annual
General Appropriation Act, often called “House Bill 2.” The Legislature is constitutionally required to produce a
balanced budget for each state fiscal

year, or July | to June 30. The Budget Cycle

The creation of the General
Appropriation Act starts in mid-
June, almost 13 months before the
year being budgeted, with agencies
developing their budget requests
The Legislative Finance Committee
and the executive (the governor
and the state agencies under the
governor) enter “budget season™ in
the fall, reviewing agency requests
and available revenues to develop

Mid~June: Department of
Finance and Administration
/ ds instructions for submitting
operating budgets to DFAfor || 52"
fiscal year that will start on budget requests to state
by agencies.

May 1: Agencies submit

August: LFC adopts budget
guidelines in preparaton for

20 Days After Session': agency budget hearings.

overmor acts on the GAA, vatoing

separate budget recommendations. itin whole or in part or signing it

The Legts]nru_re considers both into law- September 1: Agencies submit
recommendations, builds the General | 13 7= feed T s ore s e budget requests to LFC and
Appropriation Act, and generally thin hrea days DFA.

passes it by the end of the legislative egislative Session®: Legislators

session in mid-February or mid- cansider both beer- : LEC holds

and pass the Genersl

= hearings on budget requests;
Appropriation Act. DFA separstsly analyzes
B —— requestn.

March, handing it off to the governor
for final action. The budget cycle
ends with state i bmitti

operating budgets based on the Early January: LFC releases its

enacted General Appropriation Act budgst recommendstion (Volume
2 of its annusl repert to the

by May | Legislature). The governor releass

& separats recommendation.

Consensus Revenue Forecast

Before the Legislature or executive agencies can decide how much they can spend, they need to know how
much money they have. Career economists with LFC and several state agencies work together to develop a
consensus revenue forecast that provides a common starting point for the Legislature and the executive. The
staff-driven, analytical process is intended to be isolated from political influence. Only staff economists of LFC
and the executive departments of Finance and Administration, Taxation and Revenue, and Transportation are
members of the consensus revenue estimating group: agency directors and political officials are excluded to
protect the process from partisan pressure.

The consensus estimating group provides forecasts in August—in time for LFC and executive budget drafters
to start work—and in December—in preparation for the legislative session. The group also provides an update
midway through the legislative session and has sometimes produced additional reports during particularly
volatile economic times.


https://www.nmlegis.gov/Entity/LFC/Documents/Citizens%20Guide%20to%20the%20New%20Mexico%20State%20Budget.pdf
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2008-2011
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2011-Present
Budget analysis and program

evaluation for the Legislative
Finance Committee




Legislative Finance Committee (LFC)

History and structure
o Established in 1957
° Joint Interim Budget Committee-16 members

> Holds monthly hearings, traveling around the state during the interim
(next meeting=July 15-17 in Socorro)

> Non-partisan staff of 40+
Relevant LFC Authority and Duties

> Makes comprehensive budget recommendations, separate from
Governor, to full legislature

> NM is 1 of 5 states where the legislature (LFC) and the executive
(Department of Finance and Administration or DFA) makes separate recs

> The LFC may recommend changes to laws governing the state to improve
government effectiveness and efficiency.

T




The Mission: LFC Mission Statement

To provide the Legislature with objective
fiscal and public policy analyses,
recommendations and oversight of state
agencies to improve performance and
ensure accountability through the effective
allocation of resources for the benefit of all
New Mexicans.




Legislative Finance Committee Nonpartisan Staff:
Non-Partisan, Masters/Doctoral Level Education

Economists Fiscal Analysts Program Evaluators

SRR [EELES B = Develop the LFC = Conduct evaluations of

economic conditions budget state agencies, higher
recommendation education, schools, and

Perform tax policy local governments.

: = Assess the fiscal
analysis

impacts of legislation Make recommendations

for improvement to the
legislature and others.




State Budget

Legislature constitutionally FY25 Budget Fast Facts
reqwred to pmduce d > §29 billion in recurring spending
balanced budget for each R
: o Revenue sources
state fiscal year (JUIy 1-June ° $12.1 billion in federal funds
30) > $10.2 billion in state general fund
’ ﬁlso knoyvr) as the General : o Other sources include fund balances and
ppropriations Act (GAA) or House Bill transf
2 (HB2). AnsIers
° Funds ongoing (recurring) and one-
time (nonrecurring) spending. o Resources
° The budget appropriates state general o HB2 and fiscal impact report
funds along with other funding o LEC’s Post-Session Review

sources including federal funds.



https://www.nmlegis.gov/Legislation/Legislation?Chamber=H&LegType=B&LegNo=2&year=24
https://www.nmlegis.gov/Entity/LFC/Documents/Session_Publications/Post_Session_Fiscal_Reviews/2024%20Post%20Session%20web.pdf

FY25 General Fund=%$10.2 billion (6.7% growth)

*Public schools and higher ed make up over
half of general fund appropriations

*Medicaid and health and human services
make up about a third of general fund
appropriations

*\WWhen counting all funds, the Health Care
Authority Is the state’s largest cost center
($12 billion)

*FY25 budget includes 3% compensation
Increase

FY25 Recurring General Fund
Appropriations
$10.2 (In millions)

m Public Schools

m Higher Education

m Medicaid

m Other Health & Human Services
m Public Safety

m Other




Accountability in Government Act (AGA)

MEW MEXICO

N LEGISLAT IV‘L PERFORMANCE REPORT CARD

*In 1999, the state moved from budgeting 0
granular line items to putting more focus or T LTI SNV 1 o Fisca Yoo 2023
performance.

ACTION PLAN The state continues to face challenges related to employee recruitment and retention.
The State Personnel Office (SPO) reports the classified service vacancy rate is 23.6
percent, up 19 percent from the rate in FY21, and fewer employees are completing their

| Ag e n Ci es re Ce ive d m O re fI eXi b i I ity i n h OW Submitted by agency? Yes prohfirionary period,_ with only 64 percent :_:omple[ing it in the third quarter. However,

. . . . Timeline assigned? No pay increases have improved the competitiveness of the state’s salary schedules, and
SPO ies ha duced the time it tak fill positions b k. from 72
their funding is allocated IN eXChaNGE fOI a1 oo e e e e e et oo
- agency human resources officers to reduce the time it takes to fill vacant positions.
focus on performance reporting
ployees

Completing One-Year At SPO’s request, a number of measures are classified as explanatory, meaning they do
Prgbati agn Period not have performance targets. However, ratings were given based, in part, on prior-year

*In 2019, the AGA was amended to provide " e
definitions of key terms like “evidence- ST

FY23 Q1 FY23 Q2 FY23Q3 Rating

e puTberol S 0 MARAIEN 05 g I

based” and to ask agencies to provide - e — e e

program inventories of services offered. N " I e e o o o

. g cislled employee newhlf®  gg.6%  101.5% g% or% o @GP

= FC publishes quarterly report cards TELOL S i e e e
reflecting agency performance. 2 e

::;::a::“r::pay, in thousands* ﬁ ﬁ $1ﬁ 52 £10.048 ¢

*Measure is classified as explanatory and does not have a target.



https://www.nmlegis.gov/Entity/LFC/Agency_Report_Cards_And_Accountability?Date=4%2f12%2f2024+12%3a00%3a00+AM

LFC’s Legislating for Results Framework:

°LFC has been recognized as a national
leader in evidence-based budgeting

How are
we doing?

*Framework provided by the
Accountability in Government Act
(AGA)

*The state budget process and defined
outputs, outcomes and performance
measures are used to evaluate
performance and need

implementing as
intended?




The Budget Cycle

Mid-June: Department of
Finance and Administration
sends instructions for submitting We are h ere

budget requests to state
agencies.

May 1: Agencies submit
operating budgets to DFA for
fiscal year that will start on
July 1.

August: LFC adopts budget
— guidelines in preparation for
20 Days After Session™: agency budget hearings.
Governor acts on the GAA, vetoin
it in whole or in part or signing it
into law.
September 1: Agencies submit

*If & bdll g passed thiee or more days bafor
the end of a sesslon, the govemnor must act budget requests fo LFC and
within three days. DFA.

Budget development starts
a full 13 months prior to
the start of the fiscal year

Legislative Session*: Legislalurg
consider both recommendations October-December: LFC holds
and pass lhte GT;LFEI hearings on budget requests;
Appropriation DFA separately analyzes

*The session is 30 days in even-nurmbenad requests.
arg and 60 in edd-numbered years, y.

Early January: LFC releases its
budget recommendation {Volume

2 of ts annual report to the
] LEglﬂI.Ul'E:l- ThE g'D'l"ElTlﬂlr rElEﬂEE 0000000000000
- a separate recommendation. —




LFC interim work (end of session to Jan)

*At the first meeting of the interim, LFC reviews
and approves staff work plans

°LFC analysts will spend the interim learning
about agency needs and operations, touring
agency facilities, speaking to customers, and
providing quarterly updates in report cards

°LFC evaluators will spend the interim doing deep
dive research projects into issues selected by LFC

K

year June 2024 LFC hearing in Carlsbad New Mexico

*The committee will hold hearings in different
areas of the state to hear from local officials and
tour operations in communities, these vary by



https://www.nmlegis.gov/Entity/LFC/Documents/2023%20All%20Work%20Plans.pdf

LFC Budget Guidelines and Revenue
Estimate (August)

°LFC approves budget guidelines in the summer for use in budget development

*Goal: “To propose a balanced budget that supports essential growth in programs
and services that result in better outcomes and improved quality of life for New
Mexicans.”

*Budget guidelines help set priorities and guardrails

*Recent years has seen some common themes:
* Prioritization for investments with evidence of improved outcomes and cost-effectiveness
* Opportunities to offset general fund revenue with other state and federal funds
* Funding to provide appropriate staffing levels
e Healthy reserve level targets (FY24 target=30%)

*August also marks the initial consensus revenue estimate by state economists
(LFC, DFA, TRD, and DOT)



https://www.nmlegis.gov/Entity/LFC/Documents/Information_For_State_Agencies/FY24%20Draft%20Budget%20Guidelines%208-22-22.pdf

Revenue Estimation (August and December)

Consensus revenue estimating group

> Economists from multiple agencies work together to provide a
revenue forecast.
“New Money”

Forecasted
Recurring e~ » ‘
Revenue a Ty =Y T

- Uncommitted
" Revenue
oYs & oy 1O
e M UG5
= |

Public Education  Health and Human Higher Education Everything Else
Services

Existing Budgets




Fiscal Outlook: Roller Coasters Aren'’t
Always Fun
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Actual General Fund Roller Coaster

Recurring General Fund Revenue and Appropriation Annual Growth
25% 19.8%
A 10.1%
20% 15.8% ' -
15% il 127% : 19.7%
: 13.0% § 13.7%
7.3%
10% B se% 2% 11.9%
86% 1 -~ 6.7%
B . 3.1% :
5% 6.3% 4.5% 3.3%
' 42% \42% f42% X 4.3%
0% -0.4% | .
. & Y - |
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-10%
7.8%
11.6% 0.8%
-15% -
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Recurring Revenue Sources
(FY25 estimated S13B)

*Sales Tax: GRT, tobacco excise tax, liquor excise tax,
insurance premium tax, motor vehicle tax, gaming
excise tax

*Energy: Severance taxes, revenue payments from the
federal government for leasing mineral rights, State
Land Office income

°Income Taxes-More than 80% personal income tax (PIT)

°Investments-Land grant and severance tax permanent
funds

°Other-Revenue sharing from tribal gaming, license fees,
reversions of unspent funds from state agencies

Estimated FY25
Recurring
Revenue Sources

= Sales Taxes = Energy
* Income Taxes = Investments

= Other
Mote: post-legislation, post-veto

Source: December 2023 Consensus
Revenue Estimate




The state’s budget needs are expected to grow, so

balancing near-term and long-term needs is constant.
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The Budget Cycle

Mid-June: Department of
May 1: Agencies submit Finance and Administration
uperatiné budgets to DFA for sends instructions for submitting
fiscal year that will start on budget reque_sts o state
July 1. agencies.

August: LFC adopts budget
guidelines in preparation for
agency budget hearings.

20 Days After Session™:
Gowvernor acts on the GAA, vetoin
it in whole or in part or signing it
into law.
*If a bl s passed three or mone days bafor S‘Bp“mher I Agenciﬂs submit
the end of a sassion, the govearmor must act bUdgEt rqu'IESLE' Lﬂ LFE and
withan three days. DFA.

-
Legislative Session*: Legislators
consider both recommendations October-December: LEC holds
and pass I:hte GT:LFEI hearings on budget requests;
Appropriaticn DFA separately analyzes
*The session s 30 days in even-numbered requests.

ears and 60 In odd-numbered years, y.

Early January: LFC releases its
budget recommendation (Volume
2 of its annual report to the

Leqgislature). The govemor release
a separate recommendation.




LFC Budget Requests & Hearings
(Sep-Dec)

*Agencies will submit budget requests for TATIVE AGERDA
FY25 On Se ptember 1St Legislative Finance Committee

State Capitol, Room 307 - Santa Fe, New Mexico
QOctober 17 - 20, 2022

*Requests include recurring spending,
operational costs, FTE, and expansion

Monday, October 17

945 - Tour of Historical Los Alamos National Laboratory

re q u e Sts ° Tuesday. October 18

“From October to December LFCwill hold 1 © Jom =y v o e
b u d get h e a rl n gs fo r a ge n CI eS b a S e d O n t h e I r o LepisStat Follow-Up -- Amanda Dick-]?:eddie, Ana’lyst& Legislative Finance Committee
budget requests from September  Budget Request

® Intertribal Ceremonial Office (538)

P FO r t h ese h ea ri n gs L FC Staff p re pa re a n lOiEI] - Indian Affairs-Dgpanmenr (609 -[— Lynn Trujillo, Secretary, Indian Affairs D«fpnnment
a n a |yS | S .Of t h e b u d %et req.u eSt a n d afe n C.y 11:15 - gsp?;r;?t[;lpsﬁxzﬁﬁ_ ae;:;lglgjan:inge]smie;gency Management (795) — David Dye, Secretary
| e a d e rS h I p a n d Staf Ca n d ISC Ll SS n ee S W It h 12:00 - Working Lunch: Presentation from Agriculture Producers

the committee

*This information helps form Oct 2022 LFC Agenda

recommendations from LFC and the
executive




Rev Forecast and Budget Recs (Dec-Jan)

°In December, economists deliver
an updated revenue estimate for General Fund Consensus Revenue Estimate
the upcoming fiscal year (FY25)

December 2022 Consensus General Fund Recurring Revenue Estimate

*Soon thereafter in January, LFC (in milions)
and Governor’s Office (DFA) et 2030 MF—E: 59;"—:2‘ 1o EF—:;‘;
o gl_l onsensus f a N = ¥ .
release their bUdget December 2022 Adjustments $458.7 $928.0 $1,1359
recommendations December 2022 Consensus $9,675.3 $10,775.1 $11,994.9
. Annual amount change $1,590.1 $1,099.8 §$1,219.8
*These budget recommendations Annual percent change 19.7%  11.4%  11.3%

are the starting point for _ —
. . . . Mote: Parentheses | | denotes a negative number; General fund amounts above do not include oil and gas
dISCUSSIOn |n HAFC Who Wl” Sta rt emergency school tax revenues in excess of the five-year average distributed io the tax stabilization reserve.

holding their own agency budget
hearings in January



https://www.nmlegis.gov/Entity/LFC/Documents/Finance_Facts/finance%20facts%20consensus%20revenue%20estimate.pdf

Legislative Session

«Starting week before session: House
Appropriations and Finance (HAFC) and Senate
Finance Committee (SFC) holds agency hearings

*HAFC drafts a rewrite of the bill based on decisions HAFC/H0u5e
made in committee and votes on the state budget and
sends to House for discussion and vote

*The budget then goes to SFC, which usually amends
the version the House sending to the Senate floor for SFC/Sen
ate

discussion and vote

*If the House concurs the budget is sent to the Gov.

*If the House does not concur the budget goes to a

Conference Committee who negotiate the differences Confer

after which the House and Senate consider the €nce Commi
committee report. Mittee




Governor has 20 days after the session to
act.

General State Funds/Inter- Federal
Item Fund Funds Agency Trnsf Funds Total /Target
. . . 1 (17) OFFICE OF SUPERINTENDENT
.C g h I 2 OF INSURANCE 1,500.0 1,500.0
a n S_I n aS IS’. Vet.o In W O e Or 3 For risk-focused financial analysis services.
veto in part (line item vetoes). ¢ () oreics o supsRnTEDENT
5 OF INSURANCE 377.6 377.6
. 6 For personal services and employee benefits. The other state funds appropriation is from the insurance
*Page 221 of FY25 Budget, funding 7 operations fund.
o o o a8 (19) INDIAN AFFAIRS DEPARTMENT 1,800.0 1,800.0
fo r pa Id fa m I Iy m ed I Ca I Ieave Wa S 9 For capital outlay expenditures from fiscal year 2022.
10 (20) AGING AND LONG-TERM
VetOEd 11 SERVICES DEPARTMENT 2,000.0 2,000.0
12 To supplement personal services and employee benefits in fisecal year 2024.
«“ 13
*\Veto message stated: “The Y
. . 15
contingency attached to this s onemscteen
. . . 2 17 . . . .
appropriation has failed. s (2) DEvELoMENTAL DISABTLITIES
19 COUNCIL 94.9 94.9
. . 20 For prior-year shortfalls in the office of guardianship.
*After the budget is signed, N ——

22 NEW MEXICO 3,500.0 3,500.0

a ge n C I e S WO r k O n O p B u d S 23 For shortfalls related to hospital operations.
e 24 (24) DEPARTMENT OF HEALTH 11,267.8 11,267.8
Su b m Itted to D FA IVI ay 1 . 25 For shortfalls in the facilities management program in fiscal year 2024.

HAFC/H 2 AND 3, aa - Page 221



https://www.governor.state.nm.us/wp-content/uploads/2024/03/House-Executive-Message-No.-063.pdf

The Budget Cycle

Mid-June: Department of
May 1: Agencies submit Finance and Administration
uperatiné budgets to DFA for sends instructions for submitting
fiscal year that will start on budget reque_sts o state
July 1. agencies.

August: LFC adopts budget
guidelines in preparation for
agency budget hearings.

20 Days After Session™:
Governor acts on the GAA, vetoing
it in whole or in part or signing it
into law.
September 1: Agencies submit
budget requests to LFC and

DFA.

*If a bl s passed three or mone days bafor
the end of & session, the govemor must act

within three days.

-
Legislative Session*: Legislators
congider both recommendations

October-December: LFC holds

and pass I:hte GT:LFEI hearings on budget requests;
Appropriaticn DFA separately analyzes
requests.

*The session is 30 days in even-numbensd
gars and 60 in odd-numbered years. y

Early January: LFC releases its
budget recommendation (Volume

2 of its annual report to the
Leqgislature). The govemor release
a separate recommendation.




Additional Resources

o FC’s Citizens’ Guide to the Budget

| FC Budget Recommendation
* Volume 1: Policy and Performance

* Volume 2: Budget Recommendations
* Volume 3: Supplemental Information
* Post Session Review

| FC Finance Facts

Revenue Estimates and Tracking

*Executive Budget Recommendation
*FY25 State Budget
*NM Sunshine Portal



https://www.nmlegis.gov/Entity/LFC/Documents/Citizens%20Guide%20to%20the%20New%20Mexico%20State%20Budget.pdf
https://www.nmlegis.gov/Entity/LFC/Session_Publications
https://www.nmlegis.gov/Entity/LFC/Understanding_Government_Finances
https://www.nmlegis.gov/Entity/LFC/Revenue_Economic_Reports_and_Tax_Policy
https://www.nmdfa.state.nm.us/budget-division/executive-budget-recommendations/
https://www.nmlegis.gov/Legislation/Legislation?Chamber=H&LegType=B&LegNo=2&year=24
https://ssp.nm.gov/

Summary

*| FC and other state agency staff
will be working on the FY26 budget
for the next 13 months.

*There is a wealth of information
available on state finance, budget,
and process.

= | FC staff are continuously working to
provide faster and better information to
the public.




NEW MEXICO

LEGISLATIVE
FINANCE
ICOMMITTEE

For More Information
= https://www.nmleqis.qov/Entity/LFC/Default

Jon Courtney, PhD, Deputy Director
jon.courtney@nmlegis.gov
325 Don Gaspar — Suite 101
Santa Fe, NM 87501
505-986-4550



https://www.nmlegis.gov/Entity/LFC/Default
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