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The next two-year State Budget will fund State-supported N
KEY POINTS

services during a critical time in the recovery from the
COVID-19 crisis. The needs of New Hampshire residents will
likely be fast-changing and difficult to anticipate, as public
health risks associated with the virus may be volatile and
economic forecasts are subject to substantial uncertainty.
Significant federal support to individuals and families, as
well as delayed demand for goods and services, may help
boost the economy significantly during the coming State
Budget biennium. However, Granite Staters with low
incomes and limited resources have been
disproportionately impacted by the COVID-19 crisis, and the
recovery may not fully reach those residents without
intentional public policy support. The services funded
during the next State Budget biennium will be key for
helping ensure New Hampshire’s recovery from this crisis is
robust and equitable.

The Governor’s budget proposal would provide additional
funding for several key areas of health and social services in
New Hampshire, including harnessing federal and state
funds to support behavioral and mental health services.
Certain social services would be allocated fewer dollars
under the Governor’'s proposal, including employment-
related supports for child care, and transportation funding
would also decline in aggregate. Local public education
would see significantly fewer funds than under the current
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The next State Budget biennium will be a
critical time in the recovery from the
COVID-19 crisis

The Governor’s budget proposal would
increase funding in aggregate, but not
across all services

Health and social services would be
allocated significant additional resources
in certain areas, which would help address
increased health and economic needs
resulting from the pandemic

Local public education funding would be
significantly reduced in the Governor’s
proposal relative to the current State
Budget, and key one-time grants to both
school districts and municipalities would
not be repeated

Proposed tax policy changes would
substantially reduce revenue for services
during the budget biennium, and would
reduce revenue even more significantly in
subsequent years

State Budget, reflecting both reduced enrollment and the decision to not repeat one-time grants to
communities with less taxable property wealth per student and more children from families with low
incomes. One-time aid to municipalities would also not be repeated under the Governor’'s proposal,
leading to an aggregate decline in general revenue to cities and towns relative to the current State Budget.
Proposed tax policy changes would also significantly reduce revenue for services during the budget
biennium, and the most significant revenue losses would occur in subsequent years.
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This Issue Brief examines key components of the Governor’s State Budget proposal for the next two fiscal
years, comparing the Governor’s proposed funding levels to those in the current State Budget and levels
requested by State agencies in the fall of 2020. The Issue Brief also reviews revenue projections and
proposed changes to State tax policy contained in the Governor’s State Budget proposal.’

THE TOPLINE CHANGES

The Governor’s proposed budget for State Fiscal Year (SFY) 2022 and SFY 2023 would continue the trend
of increasing aggregate appropriations from budget cycles since the SFYs 2012-2013 State Budget. The
Governor’s proposal, net of interagency transfers related to information technology services, would
appropriate $13.36 billion during SFYs 2022 and 2023, a 3.1 percent increase from the comparable SFYs
2020-2021 State Budget total allocated in the final operating budget bill.? The total State Budget grows by
1.3 percent from the amount appropriated in SFY 2021 to the SFY 2022 proposal, and 1.9 percent from SFY
2022 to SFY 2023.

Not all funding areas would expand evenly under the Governor’s State Budget proposal. Of the State
Budget’s major funds, which are the legal structures organizing State Budget appropriations, the Governor
budgets for the largest dollar increase in Federal Funds. The Governor anticipates that transfers from the
federal government to fund State Budget expenditures would increase $312.0 million (7.7 percent) in the
upcoming biennium relative to the amounts anticipated by the current State Budget as passed in 2019.
The current State Budget did not anticipate COVID-19-related aid, and the Governor’s budget proposal
also does not appear to include new, unrestricted aid from the federal government related to COVID-19.

The Governor’s budget would expand the General Fund by $178.4 million (5.4 percent) relative to the prior
biennium, constituting the second largest increase in dollars among the major funds. The Governor
anticipates General Fund appropriations will be higher than originally budgeted during SFY 2021, which
would lead to slightly lower General Fund appropriations in SFY 2022 than in SFY 2021. However,
incorporating estimated lapses, which are planned amounts of underspending at State agencies, the

Governor projects General
HISTORICAL OPERATING BUDGET BILL APPROPRIATIONS

Fund expenditures will be AND THE GOVERNOR'S BUDGET PROPOSAL
larger in SFY 2022 than in

SFY 2021 and will grow again
in SFY 2023.
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The Governor would
appropriate fewer dollars
from two key funds related to
transportation, the Highway
Fund and the Turnpike Fund.
The Highway Fund would
decline by $34.7 million (6.6
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current biennium, while the Turnpike Fund would decline by $9.6 million (2.8 percent). These allocations
likely reflect expected changes in revenue from taxes on gasoline sales and reduced traffic through

Bureau of Turnpikes tolls.

DIFFERENCE BETWEEN SFY 2020-2021 STATE BUDGET AS ENACTED
AND GOVERNOR'S SFY 2022-2023 BUDGET PROPOSAL BY FUND
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Notes: *Includes $62.5 million special account funds for SFY 2021 **Includes Sweeps, Racing, and Charitable Gaming.

“Includes reducticns for interagency transfers,

Sources: New Hampshire Department of Administrative Services: Chapter 345, Laws of 2019
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The Governor also
would appropriate less
than the current State
Budget to the
Education Trust Fund,
which holds the
funding for grants for
local public education
to school districts. The
total reduction in the
Education Trust Fund
would be $109.9 million
(4.9 percent). This
decline reflects both
reduced enrollment, as
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grants are allocated on a per pupil basis, and the decision to not continue the targeted aid provided in the
current State Budget to communities with less relative taxable property wealth and more students from

low-income families.

EXPENDITURE BY CATEGORY OF GOVERNMENT SERVICES

All State Budget expenditures are allocated to one of six categories based on the service area of each

department. These six categories are designed to
include General Government, Justice and
Public Protection, Resource Protection and
Development, Transportation, Health and
Social Services, and Education.

The Governor’s budget proposal would, as the
current State Budget does, allocate the
plurality of funds to Health and Social
Services, with Education receiving just over a
fifth of appropriations. Justice and Public
Protection would receive the next largest
appropriation, with nearly $1.6 billion (11.8
percent) appropriated during the biennium,
including General Fund and Federal Fund
appropriations as well as appropriations from
all other funds. Transportation would follow
with $1.3 billion (10.0 percent), General
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$763 million, 6%

Transportation,
$1,342 million,

cover all areas of State government operations, and

GOVERNOR'S BUDGET PROPOSAL
State Fiscal Years 2022 and 2023
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Government with $763 million (5.7 percent), and Resource Protection and Development with $724 million
(5.4 percent).

The largest dollar increases, relative to the current State Budget as passed, would go to Health and Social
Services, which would grow as a percentage of the entire State Budget. Health and Social Services, which
is almost entirely comprised of the New Hampshire Department of Health and Human Services budget,
would rise by $349.1 million (6.2 percent) and total slightly under $6.0 billion during the biennium, likely
reflecting greater and more acute needs during and following the COVID-19 crisis, retention of enhanced
Medicaid reimbursement rates, and both increases in support for services from both federal funding and
the State’s General Fund.

Education, the next-
largest category in the
State Budget, would
see a lower level of
funding from the
current biennium’s
appropriations under
the Governor’s
proposal. The majority
of expenditures in this
category are driven by
the Adequate
Education Grants paid
to local governments
to fund public
education on a per pupil basis; this category also includes funding for the University and Community
College Systems and operations at the New Hampshire Department of Education, the Police Standards
and Training Council, and the Lottery Commission, which generates revenue to support the Education
Trust Fund. The Governor’s proposed reduction in funding to local communities comprises a significant
portion of the $61.4 million (2.0 percent) decline in funding in the Education category, relative to the
current biennium'’s budget as enacted in 2019.

General Government would see the largest dollar decline, $66.0 million (8.0 percent) relative to the
current biennium. A significant portion of this decrease, about $17.6 million, appears to be in State retiree
health insurance benefits. Another component of this shift is due to the Office of Strategic Initiatives,
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