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WHAT IS THE STATE BUDGET 
AND HOW IS IT CREATED?
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BASICS OF THE STATE BUDGET
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Two-year, or biennial, operating budget
• Funds most, but not all, State operations for two State Fiscal Years (SFYs)

• Next State Budget will provide funding for SFYs 2024-2025, which will span 
July 1, 2023 to June 30, 2025, from this year’s surplus and two years of revenue 

Comprised of two separate pieces of legislation
• Operating Budget Bill, typically House Bill 1 or “HB 1,” holds the line-item 

appropriations with the amount of money in each component of State programs

• Trailer Bill, typically House Bill 2 or “HB 2,” is the companion omnibus bill with 
policy changes and appropriations separate from HB 1

Not all State expenditures are in State Budget
• Capital Budget (HB 25), covers six years with changes every two years

• Ten Year Transportation Improvement Plan, altered every two years

• Separately authorized expenditures, such as bills that appropriate funds, 
spending requests granted by the Joint Legislative Fiscal Committee, or 
separate off-budget funds; for example: Medicaid Expansion under the Patient 
Protection and Affordable Care Act enacted outside of the State Budget 
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BUDGET CREATED IN A YEARLONG 
PROCESS WITH FIVE PHASES
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A BUDGET IN TWO BILLS
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MORE EXAMINATION WILL BE REQUIRED

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE

Operating Budget Bill shows most funding changes
• Operating Budget Bill proposes $14.88 billion over two years
• Governor also provided policy outlines for key areas in his 

Executive Summary, a presentation to the House Finance 
Committee, and companion documents

Trailer Bill has policy details, not yet publicly available
• Many policy details not fully known
• Trailer Bill appears to have at least $581 million in 

appropriations, including:
o Appropriations of projected State revenue surpluses for one-

time initiatives, including school building and housing aid
o State employee pay increases

o Medicaid reimbursement rate increases
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WHAT IS THE CONTEXT FOR 
THIS STATE BUDGET PROPOSAL?
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THE CONTEXT: AN UNCERTAIN ECONOMY
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GRANITE STATERS FACE DIFFICULTY IN 
AFFORDING USUAL HOUSEHOLD EXPENSES
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U.S. FORECASTS SUGGEST NEAR-TERM 
ECONOMIC DECLINE, MORE UNEMPLOYMENT

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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CURRENTLY A SUBSTANTIAL REVENUE 
SURPLUS, OTHER FLEXIBLE FUNDS

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE

• Revenue surplus over 
budget’s planned amounts 
from last year, plus this year’s 
revenue surplus, minus other 
enacted expenditures: $325.2 
million in the General and 
Education Trust Funds 
combined

• Rainy Day Fund: $159.9 
million as of July 1, 2022

• Remaining unbudgeted 
American Rescue Plan Act 
flexible funds: $71.0 million

Sources: Office of Legislative Budget Assistant, LBA Snapshot, January 9, 
2023; New Hampshire Department of Administrative Services, Monthly 
Revenue Focus, January FY 2023; NHFPI analysis of Joint Legislative 
Fiscal Committee and Executive Council approvals, May 2021 – February 
2023
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LARGEST STATE TAX, BUSINESS PROFITS 
TAX, LIKELY BOOSTED BY HIGH PROFITS

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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OTHER KEY STATE REVENUE SOURCES 
PROVIDING MORE REVENUE THAN PLANNED
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TOPLINE FIGURES FROM 
THE GOVERNOR’S BUDGET PROPOSAL
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GOVERNOR’S PROPOSAL WOULD BOOST 
BUDGET $2.195 BILLION (16.5%) OVERALL
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16

TWO-THIRDS OF PROPOSAL FOR HEALTH, 
SOCIAL SERVICES, AND EDUCATION

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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SUBSTANTIALLY SIMILAR TO PATTERN IN 
THE CURRENT STATE BUDGET

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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ALLOCATIONS GROW IN ALL CATEGORIES
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POLICYMAKERS ORGANIZE BUDGET 
EXPENDITURES BY FUND
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• Funds act like accounts

• Interact with one another

• General Fund most flexible

• General Fund fills any 
Education Trust Fund 
shortfall

• Lottery revenues, gasoline 
and motor-vehicle 
revenues directed by the 
State Constitution

• Other funds directed by 
statute

• Federal Funds support 
about a third of the State 
Budget

Sources: New Hampshire State Constitution, Part 2, 
Articles 6-a and 6-b; NHFPI, Building the Budget, 
February 2017.
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GOVERNOR’S BUDGET RETAINS 
STRUCTURE, GROWS KEY FUNDS 

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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FEDERAL AND GENERAL FUND INCREASES 
ARE THE LARGEST AMONG THE FUNDS
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PROPOSED CHANGES 
BY STATE AGENCY



AGENCY-LEVEL COMPARISONS
• Three measures used for year-over-year comparisons

• Compared to currently-authorized agency budgets for this 
year, SFY 2023, including adjustments made since June 2021

• State agency budget requests provide insight into the 
amount of money agency personnel identified as needed to 
provide services, as of the October 1, 2022 submission 

• Two tiers of State agency budget requests: 

o Efficiency Budget, based on revenue targets set by the Governor

o Total Request, includes Efficiency Budget and the Additional 
Prioritized Needs beyond the Governor’s revenue targets 
identified and requested by State agencies

• Agency requests and Governor’s proposals may also include 
proposed reorganizations, shifting of responsibilities, new 
federal funds available, and other changes
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MOST AGENCIES WOULD SEE BOOST IN 
TOTAL FUNDING, BUT NOT ALL

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE



25

EDUCATION, HEALTH AND HUMAN SERVICES 
WOULD HAVE LARGEST DOLLAR INCREASES 

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE



MOST AGENCIES FUNDED AT EFFICIENCY 
LEVELS, BELOW TOTAL REQUESTS
• Considering the entire two-year budget biennium, only four 

agencies (10.3 percent of agencies) had less funding than the 
Efficiency Budget requests in the Governor’s proposal

• Largest decrease relative to Efficiency Budget was at the 
Veterans Home ($229,660 below), and the largest increase 
was for the Department of Education ($209.0 million above)

• Only six agencies (15.4 percent) had funding levels in the 
Governor’s budget proposal higher than the Total Requests

• Largest increase relative to Total Requests was for the 
Department of Education ($144.8 million), and the largest 
decrease was the Department of Health and Human Services

• Governor’s proposal is above DHHS Efficiency Budget request 
by $154.3 million over biennium, below DHHS Total Request 
(with the Additional Prioritized Needs) by $791.6 million
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FUNDING FOR 
HEALTH AND SOCIAL SERVICES
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OVERALL NH DHHS BUDGET WOULD RISE

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE



NEW HAMPSHIRE DEPARTMENT OF 
HEALTH AND HUMAN SERVICES
• Largest State agency, 43 percent of total SFY 2024 proposal

• Not all areas of the DHHS budget saw increases 

• Governor proposed a rate increase for Medicaid service 
provider reimbursement rates, appears to be primarily funded 
through a Trailer Bill appropriation, also targeted rate increases

• Divisions and budget units proposed to be changed in the 
Governor’s proposal; this analysis is based on the organization 
used for the agency budget requests for comparison

• Developmental Services funding substantially increased, and 
includes planned service system redesign placeholder funds

• Appear to be funding reductions at New Hampshire Hospital 
and the Glencliff Home, as well as the Division of Behavioral 
Health and the Division of Economic (and Housing) Stability*

*Note: The Governor’s proposal appears to rename and reorganize the Division of Economic and Housing Stability to be the Division of Economic Stability. 
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HAMPSTEAD HOSPITAL, PUBLIC HEALTH 
FUNDED AT TOTAL REQUEST LEVELS

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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DEVELOPMENTAL SERVICES HAS LARGEST 
DOLLAR AND PERCENTAGE BOOST

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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FUNDING FOR 
EDUCATION
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THE EDUCATION FUNDING FORMULA

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE

• Based on per pupil grants to public schools for the “cost of 
providing the opportunity for an adequate education” (RSA 198:40-a)

• Differentiated Aid per pupil based on student characteristics:
o Free and reduced-price school meal eligibility (near or below poverty-level 

incomes at home, certain other qualifying situations)

o Receipt of special education services

o English language learners

o If not qualifying for any other form of Differentiated Aid, additional 
resources for students scoring low on third grade reading scores

• Additional aid based on community characteristics:
• Relief Aid based on percentage of students eligible for free and reduced-

price school meals in a community

• Extraordinary Needs Grant based on the local value of taxable property for 
each free and reduced-price meal eligible student 

• Stabilization Aid based on holding communities harmless that would have 
lost resources with a change in the funding formula in 2011

Sources: New Hampshire RSA 198; New Hampshire Department of Education
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GOVERNOR PROPOSES SIGNIFICANT 
CHANGES TO THE FUNDING FORMULA
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• Base per pupil grant boosted from $3,866.18 to $4,700 

• Free and reduced-price meal eligibility pupil grant increased 
from $1,933.08 to $2,500

• Eliminates additional third-grade reading test score aid

• Eliminates Stabilization Grants and Relief Aid

• Establishes Hold Harmless grants, which phase out over ten 
years, to ensure no communities lose funding immediately

• Extraordinary Needs Grants would be expanded over time to 
become the only community-based grant by SFY 2034

• Adequate Education Grant amounts would be adjusted for 
inflation annually, rather than biennially

• Also boosts Charter Schools, Education Freedom Accounts



35

GOVERNOR’S PROPOSAL WOULD SIMPLIFY 
GRANTS OVER TIME

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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TOTAL INCREASE OF ABOUT $260M (11.7%) 
OVER PRIOR BUDGET AS ENACTED

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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PROPOSED INCREASE IN OPERATING FUNDS 
TO PUBLIC HIGHER EDUCATION

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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OTHER INITIATIVES



39

REFORMS TO LICENSING AND OTHER 
POLICY CHANGES

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE

• Many policy details not known without Trailer Bill text
• Governor proposed removing 34 licenses currently required 

by the State, as well as eliminating 14 regulatory boards
• Establishing a new regulatory review process
• Pay increase for all State employees
• One-time appropriations of $30 million to InvestNH for 

housing, $25 million to the Affordable Housing Fund
• Initial funds for building new men’s prison, long-term project 
• Funding for building a new legislative parking garage, as well 

as securing a new location for the Department of Justice
• $10 million for Sununu Youth Services Center replacement
• $27.9 million in water pollution control grants to municipalities
• Adds a projected $181.4 million to the Rainy Day Fund



40N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE

PROJECTED REVENUES 
AND TAX POLICY CHANGES
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REVENUE PROJECTIONS AND TAX CHANGES
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• Governor’s projections show no growth in General and 
Education Trust Funds revenue, suggesting very limited 
economic growth or a potential recession with inflation

• Proposed new tax reduction leads to lower revenue

• Governor proposed eliminating Communications Services Tax 
on July 1, 2023, reducing General Fund revenues by about 
$58.5 million during the biennium

• Continuing loss of Interest and Dividends Tax revenue due to 
tax phaseout enacted in the last State Budget; tax rate is 
reduced one percent per year, reducing General Fund 
revenues an estimated $67.8 million during the biennium

• Modeling of Interest and Dividends Tax elimination suggests 
about 92 percent of the tax benefits would flow to the top 
20 percent of households by income in New Hampshire

Sources: New Hampshire Department of Revenue Administration, Revenue Estimates, February 16, 2023; Institute on Taxation and Economic Policy
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GOVERNOR’S PROJECTIONS SUGGEST NO 
GROWTH, SHOW LOSS FROM TAX CHANGES

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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HIGH-INCOME HOUSEHOLDS A KEY PART OF 
INTEREST AND DIVIDENDS TAX BASE

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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WHAT HAPPENS NEXT?
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HOUSE FINANCE COMMITTEE HAS BEGUN 
REVIEWING THE GOVERNOR’S PROPOSAL

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE
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KEY CONSIDERATIONS FOR 
THE NEXT STATE BUDGET
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• What will happen with the economy over the next two years?
• How are State revenues impacted by changes in the economy 

and in the tax base?
• How do service needs change with the economy?
• How might the end of significant federal stimulus and support 

programs impact the economy, State and local services, and 
the well-being of Granite Staters?

• Ongoing considerations, including key workforce supports:
o Housing

o Care for older adults and individuals with disabilities

o Early education (including child care)

o Funding for local public and higher education



ADDITIONAL RESOURCES
• Blog: Ten Facts About the New Hampshire State Budget –

February 1, 2023
https://nhfpi.org/blog/ten-facts-about-the-new-hampshire-
state-budget/

• Issue Brief: The State Budget for Fiscal Years 2022 and 2023 –
August 17, 2021
https://nhfpi.org/resource/the-state-budget-for-fiscal-years-
2022-and-2023/

• Publication: Building the Budget: New Hampshire’s State 
Budget Process and Recent Funding Trends – February 9, 2017 
https://nhfpi.org/resource/building-the-budget-new-
hampshires-state-budget-process-and-recent-funding-trends/

• Resource Pages: Budget, Revenue & Tax
https://nhfpi.org/topic/budget/
https://nhfpi.org/topic/revenue-tax/

N E W  H A MP S H IRE  F IS C A L P O LIC Y  IN S T ITU TE 47

https://nhfpi.org/blog/ten-facts-about-the-new-hampshire-state-budget/
https://nhfpi.org/blog/ten-facts-about-the-new-hampshire-state-budget/
https://nhfpi.org/resource/the-state-budget-for-fiscal-years-2022-and-2023/
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https://nhfpi.org/topic/budget/
https://nhfpi.org/topic/revenue-tax/
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QUESTIONS 
AND 

ANSWERS



ADDRESS: 100 North Main Street, Suite 400, Concord, NH 03301

PHONE: 603.856.8337

WEBSITE: www.nhfpi.org

EMAIL: info@nhfpi.org

TWITTER: @NHFPI

FACEBOOK: NewHampshireFiscalPolicyInstitute
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