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Tobacco Settlement Permanent Fund

Created May 2000 with market value of 
$49.0 million
Last committee update (Sept 2010): 
Fund value $138.8 million
Value as of 5/31/2011: $188.6 million
Distribution June 2011: $38.6 million
Approximate value today: $150 million

No new contributions since FY 2008

HB 79 – Requires 100% distribution of 
tobacco settlement payments 
Funds are to be ‘swept’ to general fund 
for FY12 & FY13
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Tobacco Settlement Permanent Fund

HB 52 – Tobacco Fund Investment 
Practices (Rep. Varela / SIC bill) 
Previously TSPF to be invested “as land 
grant permanent funds” (identical  
investment strategy)
New language: TSPF to be invested “in 
accordance with limitations” of land grant 
fund investments (same care, different 
strategies)
Fund still to be invested under Uniform 
Prudent Investor Act

No/limited exposure to private equity, real 
estate, hedge funds, or other long-term horizon 
investments
More conservative strategies, with shorter 
durations and more liquidity
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Tobacco Settlement Permanent Fund

HB 2 - Unemployment Trust Fund loan 
from Tobacco Settlement Permanent 
Fund: 

“Up to thirty million dollars ($30,000,000) may 
be transferred during fiscal year 2012 from the 
tobacco settlement permanent fund to the 
benefit account of the unemployment 
compensation fund. The transfer is contingent 
upon certification by the secretary of workforce 
solutions that there will be insufficient amounts 
to pay benefits and that the workforce solutions 
department can repay the loan by June 30, 
2012. Further, the transfer is contingent on 
review by the legislative finance committee and 
approval by the state board of finance.” 
(HAFC/H 2, 3, 4, 5 and 6, aa – Page 131) 

SIC was not asked for an opinion
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Tobacco Settlement Permanent Fund

SB 397 – Cigarette Stamp to Determine 
Escrow Payments (vetoed)
Question of whether NM is in compliance with 
Tobacco Master Settlement escrow requirements

AG King: worst case scenario is that veto: 
“could result in a claim against New Mexico that 
calls for refunding tobacco payments for 2007, 
2008, 2009, and 2010.  New Mexico could be 
found liable for our entire payments for those 
years (roughly $160 million), and would then 
have to forfeit our payments for the next four 
years.”

Interpreted as funds being repaid through 
forfeiture of 4 years of future tobacco 
settlement payments
Unclear whether existing Fund also at risk
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Tobacco Settlement Permanent Fund

Fund is a state ‘reserve fund’
Fund requires liquidity 
Fund requires high cash balance

Lower equity (stocks) exposure 
More conservatively invested
Above average cash/fixed income 
components

Constructed defensively
Less loss in down markets
Less profit in up markets

New SIC advisor: RV Kuhns
New asset allocation study underway
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Tobacco Settlement Permanent Fund
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Tobacco Settlement Permanent Fund
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