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Legislative Finance Committee 
February 21, 2012 
 
 

Preliminary Highlights of 2012 Fiscal Legislation 
 
 
Revenue and Economic Outlook.  The December 2011 estimate of FY13 recurring revenue is 
$5.69 billion, 2.4 percent over projected revenue in the current fiscal year.  FY13 recurring 
revenue is $257 million, or 4.7 percent, above the FY12 operating budget.  The forecast assumes 
the slow economic recovery continues with 1.8 percent growth in real US gross domestic product 
and 3 percent growth in New Mexico personal income in FY13.  The energy outlook for FY13 is 
approximately flat with oil at $87.75 per barrel (bbl) and natural gas at $5.60 per thousand cubic 
feet (mcf). 
 
The consensus revenue group affirmed the estimates (see letter, DFA Secretary Designate 
Clifford, January 23, 2012).  Nevertheless, natural gas prices have declined about $1 per mcf 
since December, and there are reports that some producers are shutting-in producing wells. 
 
Recurring Appropriations.  HB2 plus the Feed Bill (Chapter 1) and HB186 (additional judges) 
appropriate $5.652 billion for FY13.  This level is $220 million, or 4 percent, above FY12.  The 
spending level is $9 million less than net projected revenue after tax changes. HB2 incorporates 
the LFC and Executive recommendations to reverse the 1.75 percent “retirement swap” with 
$49.7 million for this purpose in agency appropriations.   
 
Public Education.  HB2 includes FY13 appropriations for public education of $2.45 billion, an 
increase of $89 million or 3.8 percent.  Public School Support includes $10 million for insurance 
and $13 million for unit growth.  To address the persistent problems of sub-par reading and math 
proficiency in early grades, the appropriation includes a $10 million increase to serve more 
students in pre-kindergarten and the kindergarten-three plus extended school year.  Four 
significant executive school reforms are included in related or special appropriations to the 
Public Education Department: $8.5 million for the early reading initiative, $3.5 million for 
interventions for low performing schools, $2.5 million for short-cycle assessments and $1 
million to develop the teacher evaluation system.  
 
Legislation focused on two significant executive school reforms – early literacy and teacher and 
school leader evaluation systems – failed to pass the legislature. However, these initiatives may 
be addressed by the PED anyway given funding in HB2. Other significant public education 
related legislation sent to the Governor for approval include HB14 to make the Kindergarten-
Three-Plus Program a permanent program, and SB196 to make the New Mexico School for the 
Deaf and the New Mexico School for the Blind and Visually Impaired eligible for standards-
based capital outlay awards pursuant to the Public School Capital Outlay Act. 
 
Higher Education. The HB2 appropriations for higher education total $757.8 million, including 
the Higher Education Department and special schools. This provides an increase of $41 million, 
or 5.7 percent, from the FY12 appropriation. The appropriations implement a new funding 



2 
 

formula with incremental funding tied to outcomes. HB2 substitute includes $13.5 million for the 
1.75 percent retirement swap, $15.5 million in formula funding for increased workload based on 
student course completion, and $13.5 million for statewide outcome measures: the total number 
of certificates and degrees awarded in the past academic year, the certificates and degrees 
awarded in workforce priority areas, and the certificates and degrees awarded to financially at-
risk students.  The measure takes no credit for tuition increases.   
 
Medicaid.  FY13 is shaping up to be the transition year for the Human Services Department 
(HSD) before the implementation of expanded Medicaid health coverage in 2014 through federal 
healthcare reform. The general fund appropriation for Medicaid totals $905 million, a $38 
million, or 4.4 percent increase. The funding reflects HSD’s projection of slower enrollment 
growth and a limited increase in medical managed care utilization. The appropriation also 
includes $8 million general fund to boost nursing home provider rates to offset Federal Medicare 
cuts. 
 
Health. The general fund appropriation for the Department of Health is $292 million, an increase 
of $3.4 million over FY12. The recommendation includes an additional $800 thousand for rural 
primary health care centers and $2.8 million to reduce the waiting list for services to people with 
developmental disabilities. 
 
Early Childhood Services. The general fund appropriation to the Children, Youth and Families 
Department is $208 million, a $13 million, or 6.3 percent increase from FY12. The 
recommendation addresses the department request to increase staffing for the juvenile justice and 
protective services programs and includes an additional $5 million to reduce the child care 
waiting list and expand pre-kindergarten and home visiting programs. 
 
Public Safety.  The general fund appropriation to the New Mexico Corrections Department 
(NMCD) is $265.7 million, a 3.4 percent increase from the agency’s FY12 operating level.   
 
The general fund appropriation to the Department of Public Safety (DPS) is $91.3 million, a 5.8 
percent increase from the FY12 general fund appropriation. The funding allows DPS to conduct 
a replacement recruit school and a second school that would boost the state police force as much 
as thirty to forty officers.   
 
Judiciary.  HB2 appropriates $142 million from the general fund for courts, a 4 percent increase 
from FY12.  This includes $500 thousand from liquor excise tax revenues for statewide drug-
court programs.  The appropriation to the Administrative Office of the Courts includes an 
increase of $885 thousand from the general fund for the magistrate courts to maintain current 
service levels.   
 
The general fund appropriation for the district attorney offices is $57.6 million, a 4.4 percent, 
increase from the FY12 operating budget.   
 
The attached financial summary also includes HB186 which adds $460 thousand for three 
additional judgeships. HB72 also passed and appropriates $3 million to DFA to distribute to the 
courts for the magistrate and judicial retirement systems and de-earmarks $3 million of docket 
fees to the general fund. 
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Transportation. HB2 appropriates a total of $835.5 million for the Department of 
Transportation, an increase of $14 million over FY12. State road fund revenues are projected to 
increase 1.8 percent in FY13. HB2 reflects an increase of $10 million in Federal revenue that 
may be used for maintenance or for major investment projects and a $1 million decrease in the 
transfer to DPS for the Motor Transportation program. Also, HB2 provides for savings of $2.4 
million by lowering fees paid to the NM Finance Authority for management of GRIP debt.  
HB290 earmarks $12 million of motor vehicle excise tax revenue in FY13 to be distributed 
equally to the six highway construction districts for “priority projects” including pavement 
preservation.  
 
Special and Supplemental Appropriations. HB2 appropriates $105 million from the General 
Fund for special, supplemental, and deficiency appropriations (including $9 million appropriated 
from the education lock box, part of the Appropriation Contingency Fund).  Significant items 
include $19.7 million in contingency funding for the Human Services Department to pay a 
potential claim to the federal government for provider overcharges in the Personal Care Option 
program, $6 million for the Job Training Incentive Program, $5.5 million for emergency 
supplemental funding for school districts and charter schools experiencing operating budget 
shortfalls, a $1.5 million contingent appropriation for school transportation fuel costs, $1.5 
million for textbooks, $2.5 million for school fixed costs in FY13, $1 million for the Public 
Education Department to support the school transition to “Common Core Standards” in FY11, 
$35 million for a Medicaid deficiency and $15 million for information technology.   
 
General Fund Reserves. The HB2 substitute leaves projected FY12 general fund balances of 
$490 million, or 9.0 percent of FY12 recurring appropriations.  Section 11 authorizes a transfer 
from the Operating Reserve to the Appropriation Account of $55 million in FY13 to cover a 
revenue shortfall. 
 
Revenue Bills.  Two significant pieces of the Executive revenue proposal were combined in 
HB184. The bill provides a 5 year phase-in of deductions from gross receipts for the value of 
property consumed in a manufacturing process. This provision costs $2.4 million in FY13 rising 
to $18.6 million in FY16. Second, HB184 provides a gross receipts deduction for construction 
related services that reduces General Fund revenue $6.8 million in FY13 and $14.3 million in 
FY14. HB184 also increases distributions to the small cities and small counties funds from 10 
percent to 15 percent reducing FY14 General Fund revenue by $5.9 million. 
 
Another Executive proposal passed, HB10, providing a $1,000 per job, a tax credit for hiring 
veterans that reduces FY13 General Fund revenue by $2.5 million. HB116 provides a gross 
receipts tax deduction for Tres Amigos electricity distribution network, and SB23 clarifies a 
gross receipts deduction for processing uranium hexafluoride. 
 
SB23 lowers the corporate income tax rate from 7.6 percent to 7.5 percent, offset by requiring 
combined reporting from large retailers. 
 
SB225 advanced by the Attorney General makes changes to tobacco tax definitions and 
provisions for tax exempt stamps to better ensure compliance with the Master Tobacco 
Settlement Act.  
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SB32 rolls back contributions to the unemployment insurance trust fund from Schedule 3 to 
Schedule 1 in 2012 and Schedule 2 in 2013 saving employers about $80 million per year. 
 
Capital Outlay SFCS/SB66/a authorizes $139.3 million of general obligation bonds for higher 
education construction projects, senior centers and libraries.  
 
Significant projects include $18 million for a geology building at New Mexico Tech, $19 million 
for NMSU classrooms, $16 million to renovate UNM’s chemistry building, $9 million for 
classrooms at Eastern, $10.5 million for renovations at Central New Mexico Community 
College, $6 million for a media arts building at NMHU, and $5 million for renovations at 
NMMI. 
 
HTRCS/191/a authorizes $130.4 million of severance tax bonds for a myriad of projects. This 
amount matches the level issuance capacity estimate. Approximately $63.8 million of STB are 
for statewide projects with the approximately $33.3 million for each chamber to address 
priorities of individual legislators. Significant statewide projects include $29.8 million for 
construction of a Paseo del Norte interchange (including nearly $2.3 million member 
allocations), $5 million for NMSU’s Institute of Public Policy, $3.9 million for HVAC and other 
repairs for Corrections, $6 million to GSD to renovate TRD’s Manuel Lujan, Jr. Building, $4.7 
million for housing units at Health’s Behavioral Health Institute, $5 million for HSD’s Los 
Lunas substance abuse treatment center, and $3 million for dormitory repairs at the Law 
Enforcement Academy. Also, HTRCS/191/a appropriates $2.5 million from the Public School 
Capital Outlay Fund for pre-K classrooms.  
 
HTRC/HB191/a reauthorized 107 projects funded in previous years. The major reauthorizations 
from unused balances included the following: $4 million originally authorized to acquire land for 
a health and human services complex, to complete the Manuel Lujan, Jr., building; $3 million, 
originally authorized for the Income Support Division (ISD) system, for DoIT for the two-way 
radio narrow banding to meet a 2013 federal mandate; $2.5 million from ISD balances for school 
bus replacement; and $1.4 million authorized from the public project revolving fund for a 20 
percent match to generate $7 million from federal funds of the Wastewater Facility Construction 
Loan Act. 




















































