
Charles Sallee, Deputy Director, LFC

New Mexico School Board Association

February, 2017

1



 Fiscal Issues Entering the Session

 Solvency

 HB 2 (Budget) & HB 202 (Tax Reform)

 Strategic Challenges
◦ Funding Formula & Accountability

◦ Use of Resources/What Works

◦ Alignment with Early Childhood and Higher 
Education Systems
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 Significant reductions in expectations for employment, 
wage and salary, and state economic growth

 December revenue estimates for FY17 and FY18 were 
each down about $130 million from adjusted August 
forecast and down $866 million from December 2015 
forecast

 FY17 revenues projected to fall below appropriations by 
$237.9 million

 Historically low reserves

 Solvency again should be first order of business for the 
2017 legislative session

 Recurring spending reductions raise constitutional 
issues and service delivery is threatened
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FY17 versus FY16 (in millions $)

Source: LFC Files
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September through November were each worse than the 
month before, but December improved slightly for percent 
decline
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2017 Session:

•  Address solvency; “now money” is harder to find

•  Recurring revenue is less than current spending

•  Spending outlook: many agencies are already down 8-10% 
from FY16; challenges in providing services
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General Fund Reserves 
(Total and Percent of Recurring Appropriations)

Other Reserves Tobacco Permanent Fund

Tax Stabilization Reserve % GF Reserves Source: LFC Files

FY17 general fund reserves projected to be negative; revenue 
down 9 percent in FY17 Q1 year-over-year
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Recurring revenues in FY17 at lowest point since FY11 
FY17 appropriations lower than FY09



 Total: $190.3 million 

 Insurance Bill (HB 4): $89 million
◦ Key bill to eliminate deficit

 Sweeps & Spending Cuts: $55.2 million
◦ Vetoed$26 million in savings

 School Cash Credit: $46.1 million
◦ Governor recommended $120 million

◦ Districts on Emergency Supplemental not impacted

◦ Floor for credit = 3% cash balance
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 FY17 general fund recurring appropriations 
were $6.078 billion, lower than FY09 
appropriations at the start of the great 
recession.  

 FY18 recurring revenue lower that FY17 
appropriations without considering additional 
funding needs

 Major concern over impact of additional cuts 
that would be needed 

 Companion Tax Reform Plan needed for a 
balanced budget
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 HB 2 appropriates $6.087 billion.  This is 
$16.3 million higher than solvency adjusted 
FY17 appropriations, but virtually flat. 

 HB 202 needed to close gap in flat spending 
and low revenue

 HB 202 generates about $265 million in 
recurring revenue to support spending in HB 
2 and boost reserves modestly towards 3 
percent.  
◦ Key provisions include closing health care and 

internet sales loopholes.
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General Fund Appropriations
Public School 
Support

FY17               Adj. 
OpBud 

HAFC $ Change %  Change

SEG $2,481.2 $2,513.5 $32.3 1.3%

Categorical  $99.0 $93.1 $(5.9) -6.0%

Related $91.1 $72.3 $(18.8) -20.6%

Public Education 
Dept. $11.1 $11.1 $       - 0.0%

Total Public 
Education $        2,682.4 $    2,690.0 $7.6 0.3%
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Categorical uses other state funds 
and is almost flat with FY17



 Funding formula changes – SB 30
◦ Boost At-Risk Index

◦ Align T&E to Three Tiered System

◦ Charter School Size Units

 Funding Formula and Accountability

 Use of Resources and “What Works”

 Alignment of Early Childhood and Higher 
Education Systems
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LFC Report: NM Teachers report 32 percent lost 
instructional time, excluding testing.
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Third Grade Reading Achievement Gap, FY14
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Source: UNM HSC



 Expand “What Works” & Make Sure 
Implemented Correctly
◦ Early Childhood Investments, including PreK &

K3+ 

 Focus on Transition to Post-Secondary
◦ Boosting High School Graduation by 2,600 

graduates (10 points) would yield $700 million in 
long-term benefits

◦ We can identify a handful of schools to make 
targeted investments that will yield big results
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 Boosting High School 
Graduation by 2,600 
graduates (10 points) 
would yield $700 
million in long-term 
benefits.

 Over half of the state’s 
dropouts are 
concentrated in 25 
schools

 Twelve percent of New 
Mexico students who 
repeated ninth grade 
graduate on time and 37 
percent drop out. 

 A research-based 
framework for dropout 
prevention and high 
school completion 
includes both 
comprehensive and 
targeted approaches. 
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Can predict which students will need extra help 
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 On the Web: 
http://www.nmlegis.gov/lcs/lfc/lfcdefault.as
px
◦ Session Publications – including budget

◦ Report Cards

◦ Program Evaluations
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http://www.nmlegis.gov/lcs/lfc/lfcdefault.aspx


Thank You

Charles Sallee, Deputy Director

Legislative Finance Committee

505-986-4528

Charles.sallee@nmlegis.gov
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