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Fiscal Highlights of 2014 Session 
  

The 2014 legislature passed 91 bills, up from 77 bills during the 2012 session.   
 
Although the General Appropriation Act of 2014 failed to pass the House on a tie vote, 
provisions of the HB2 substitute were substantially incorporated into the SB 313 substitute 
which passed the Senate unanimously and the House by a wide margin. 
 
This report summarizes provisions of the General Appropriations Act of 2014, the handful of 
revenue bills that passed, capital outlay bills and other key fiscal measures. 
 
REVENUE 
 
Projected FY15 general fund recurring revenue at the December estimate of $6.19 billion, up 5.5 
percent from FY14 estimated revenue.  The projection assumes moderate job growth of 1.6 
percent, wage and salary growth of 4 percent, and oil production growth of 4 percent in FY15.  
“New money,” FY15 revenue over the FY14 operating budget is $293 million 
 
Six bills with revenue impacts passed both the House and the Senate during the session, and only 
one has a large estimated revenue impact.  SB 347 makes changes to the legislative lottery 
scholarship program and generates funds to pay for scholarships.  One funding source is a 
temporary diversion of a portion of liquor excise tax revenues from the general fund to the 
lottery tuition fund, estimated to cost the general fund $19 million in FY15 and 19.3 million in 
FY16.  A second bill, temporarily reducing the general fund distribution of liquor excise tax 
revenues, increases the distribution to the local DWI grant funds for FY16 - FY18, in the amount 
of $2.2 million per year.  Three gross-receipts tax exemptions (for airplane parts and 
maintenance, dialysis facilities, and durable medical equipment) reduce recurring revenues by a 
total of $2.4 million in FY15, growing to $3.4 million in FY18.  Finally, SB 106 extends net 
operating loss carry forward to 20 years and is expected to have a revenue impact in the out 
years, estimated at $6 million in FY18. 
 
Senate Bill 268 provided counties with additional gross receipts tax rate authority to generate 
revenue for a new “Safety Net Care Pool Fund.” HSD will use the money in the fund, a $9 
million general fund appropriation in the General Appropriation Act, and a federal Medicaid 
match to provide a hospital Medicaid rate increase.  The provisions sunset in three years.  
 
GENERAL APPROPRIATIONS ACT AND FEEDBILL 
 
SB 313 sub along with HB 1, the feed bill, makes FY15 appropriations of $6.186 billion, up 
$293 million, or 5 percent, over the current fiscal year.  This includes $91.7 million for 
compensation increases and an increase for public and higher education at 6.6 percent and 5.8 
percent, respectively.  Section 11 of SB 313 sub reduces all general fund appropriations in 
Sections 4 and 8 (FY15) by 0.275 percent or $17 million.  General fund appropriations referred 
to in this report are generally gross of (exclude) sanding.   
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Table 1 summarizes FY15 general fund appropriations for key agencies and Table 2 provides 
detail for all agencies. 
 
As shown in Table 1, FY15 general fund appropriations in SB 313 exceed the LFC 
recommendation by $39 million. The difference mostly reflects executive initiatives incorporated 
in SB 313, notably related, or “below-the-line,” appropriations to the Public Education 
Department and approximately $15 million of initiatives of Senators and Representatives. 
SB 313 exceeds the Executive recommendation for FY15 by $114 million mostly for the public 
education State Equalization Guarantee and employee compensation. 
 
The following subsections provide detail by major spending categories. 
 
Early Childhood. The SB 313 sub increases funding for early childhood initiatives by $28 
million, a 14 percent increase over FY14 appropriations.  The increased funding includes $8 
million more for early literacy programs and the K-3 Plus extended school year program, $6.6 
million more for prekindergarten, $5.7 million for the Family, Infant, Toddler (FIT) program, 
$2.3 million more for childcare assistance, and $4 million more for home visits to families with 
infants. The increases include funding targeted at improving the quality of early childhood 
programs, such as provider education and training and planning for a research-based high-quality 
early childhood development program. The early childhood total also includes $9.4 million the 
state will receive annually for four years from the Federal Race to the Top-Early Learning 
Challenge (RTT-ELC) federal grant for a childcare quality rating system and professional 
development.   
 
The general fund appropriation to the Protective Services Program of the Children, Youth and 
Families Department increases $4 million, or 5.4 percent, and funds 10 new investigators, a 
foster care rate increase, and additional funds to continue FY14 pay increases for caseworkers. 
 
Public Schools.  SB 313 sub appropriates $2.74 billion for public education, an increase of $171 
million (see Table 3). The state equalization guarantee distribution to school districts include an 
increase of $142 million, up 6 percent compared to FY14.  This includes increases for Education 
Retirement Board contributions, insurance premiums, fixed costs, and enrollment growth; 
increased funding for at-risk students and small school districts ($21 million); 3 percent 
employee raises with an additional 3 percent for educational assistants and $10 million to 
increase minimum salaries for the three-tier licensure system.   
 
Related “below-the-line” appropriations total $107 million, up $38 million or 56 percent from 
FY14 and include $27 million more for executive initiatives- - teacher evaluations, early reading, 
school leader preparation, and interventions for low performing schools.  SB 313 sub increases 
pre-K and K-3 Plus by $9.6 million.   
 
Higher Education. SB 313 sub appropriates $842 million from the general fund in FY15, an 
increase of $46 million (see Table 4). SB 313 sub adopts a simplified instruction and general 
formula proposed by the colleges but makes adjustments to address executive concerns including 
more funding placed at risk and greater funding for degree outcomes.  
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SB 313 also includes a $5.9 million increase for health care provider education including nurse 
practitioner and nursing slots, resident physician programs, and loan repayment programs. Other 
research and public service projects (RPSPs) increase $5.9 million for a wide range of activities 
including Project Echo, NMSU agricultural projects, manufacturing extension career and 
technical education, small business development centers and Knowles scholarships at New 
Mexico Military Institute.   
 
Healthcare.  SB 313 sub appropriates $907 million from the general fund for Medicaid and 
Medicaid Behavioral Health, a $22 million, or 2.4 percent, decrease compared with FY14.  Key 
factors in the cut are the availability of $18.2 million in new drug rebate revenue and more 
federal funds and $8 million in savings from an improved federal match rate – and $16 million in 
savings from updated Medicaid projections.  The FY15 general fund appropriation to Medicaid 
includes $9 million to provide funding increases to hospitals contingent on legislation to generate 
county support for Medicaid.   
 
The FY15 general fund appropriation to the Department of Health is $307.1 million, an increase 
of 1.6 percent over FY14.  This includes an increase of $5.2 million to support an additional 672 
infants and children within the FIT Program and $3.3 million to serve 175 more individuals with 
home and community-based care covered under the Developmental Disabilities (DD) Medicaid 
waiver and reduce the waiver waiting list.  At the end of FY13, 3,829 developmentally disabled 
clients were receiving services under the DD Medicaid waiver, but 6,248 individuals remained 
on the waiting list for services.  SB 313 sub also adds $1million for FIT and DD provider rate 
increases. 
 
The Department of Health appropriation also includes a $1.1 million Executive telehealth 
initiative, $500 thousand more for school-based health centers, and $650 thousand for a state-
funded developmentally disabled plan.  
 
The general fund appropriation to the Aging and Long Term Services Department increases $2.3 
million or 5.1 percent, mostly for the Aging Network. 
 
Natural Resources. General fund appropriations to the Energy, Minerals and Natural Resources 
Department increase $1.1 million, or 5.3 percent, mostly to initiate the Veteran Fire Crew 
Program. 
 
General fund appropriations to the State Engineer increase $2.7 million, or 17 percent, including 
a $600 thousand increase for hydrographic survey staff to expedite adjudication. 
 
Tourism and Economic Development. Combining operating and special appropriation 
recommendations, SB 313 sub provides a 24 percent increase in general fund appropriations for 
the Tourism Department, adding $2 million for advertising and $650 thousand in cooperative 
advertising grants. SB 313 sub adds recurring general fund appropriations to the Economic 
Development Department including $1.5 million for the job training program, $50 thousand to 
the Film Program, and $130 thousand for business incubators.  
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Public Safety. SB 313 sub increases general fund appropriations for the Corrections Department 
by 2.9 percent. Slower growth of the inmate population and healthcare savings allows 
reprioritization of $3 million for expanding community-based employment, training, education, 
and mental health services to parolees. SB 313 sub also includes a 3 percent supplemental pay 
raise to continue salary increases for corrections and parole officers.  
 
SB 313 sub adopts the executive recommendation for the Department of Public Safety plus an 
additional $5.8 million to replace road fund revenue with general fund revenue in the Motor 
Transportation Program (MTP). The recommendation retains MTP and the Law Enforcement 
Program as separate programs and includes $240 thousand to fund operations at the New Mexico 
DNA administrative center. SB 313 sub also provides an additional $3 million to continue 
implementing a more competitive pay plan for officers.  
 
Judicial. The FY15 general fund appropriations for judicial agencies and district attorneys 
increase 5 percent and 4.4 percent, respectively.  SB 313 sub includes $1.1 million for new 
judges requested in the 1st, 2nd, 5th, and 13th judicial districts and Magistrate Court in Dona Ana 
County.  SB 313 sub adds $950 thousand to drug court funding for distribution by the 
Administrative Office of the Courts and also includes sufficient funds for an additional 5 percent 
salary increase for judges and district attorneys.  New Mexico ranks last among all states in 
salaries of state district judges. SB 313 sub also includes $360 thousand increase in DFA 
appropriations for civil legal services.   
 
SB 313 sub appropriates $44 million for the public defender, a $2 million, or 4.7 percent 
increase. 
 
Transportation.  Although the road fund revenue outlook is weak, SB 313 sub boosts road 
spending $5.8 million by replacing a road fund transfer to the Department of Public Safety’s 
Motor Transportation Program with general fund revenue.      
 
Compensation. SB 313 sub appropriates $91.7 million for an average 3 percent increase for 
school and state agency employees and 1.5 percent for higher education employees (with 
formula funding likely generating more funding) (see Table 5.) 
 
Deficiencies, Specials, Supplemental Appropriations.  SB 313 sub appropriates $59 million 
from the general fund for special, supplemental, and deficiency appropriation requests including 
$10 million for economic development projects pursuant to the Local Economic Development 
Act, $2.7 million for AFSCME lawsuit settlement costs, $2.9 million for lottery scholarships in 
FY14, $4 million for the higher education endowment fund, $3 million for special education 
maintenance of effort, $2.5 million for common core state standards, $3.5 million for school 
instructional materials, and $11.5 million for lottery scholarships in FY15 contingent on 
enactment of legislation to address solvency.  
 
FY15 Information Technology Recommendations.  SB 313 sub appropriates $7.7 million 
from the general fund for IT Systems including $4.9 million for the taxation and Revenue 
Department motor vehicle system.  
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Reserves.  Projected general fund balances at the end of FY15 are $539 million, or 8.8 percent 
(see Table 6).  Cash reconciliation issues for the Human Services Department and the general 
fund pose some downside risks, but the oil price projection for FY15 of $86.50/BBL may be 
conservative.  
 
OUT-YEAR GENERAL FUND OUTLOOK 
 
Total recurring revenue is expected to grow 5.5 percent in FY15, 2.9 percent in FY16, 3.1 
percent in FY17, and 3.3 percent in FY18 (see Table 7). The revenue figures reflect the 
December consensus revenue estimate, adjusted for revenue reductions made by legislation 
passed during the 2014 session.  The general fund outlook table shows FY15 appropriations 
made in the GAA of 2014, a 5 percent growth rate compared with FY15.  The outlook projects 
FY16 appropriation growth to be 2.6 percent, and growth in both FY17 and FY18 to be 2.8 
percent. The outlook for FY16 through FY18 is built on the FY15 appropriation level with 
certain growth rates assumed for each appropriation category as follows: 3 percent for public 
education and other health and human services; 2 percent for higher education, public safety; 4 
percent for Medicaid; and 2 percent for all other government needs. The FY15 level includes a 
one-time appropriation of $11.5 million for the legislative lottery scholarship fund.  Other 
legislation passed that will increase the general fund expenditures in both FY15 and in out years, 
and is included in the FY15 base.  Such legislation includes a bill that makes changes to judicial 
retirement contribution rates and a bill that increases the cost differential factor for the at-risk 
index in the public school funding formula.   
 
CAPITAL OUTLAY  
 
Severance Tax Bonds.  House Taxation and Revenue Committee Substitute for House Bill 55, 
the New Mexico Works Act, authorizes $231.3 million for 913 projects for infrastructure 
improvements statewide.  Of the total, $184.8 million is from severance tax bonds and 
approximately $47 million from other state funds. 
 
The bill contains nearly $85 million for various water systems, nearly $18.7 million for roads, 
$30.6 million for public schools, and $22.4 million for special schools and higher education 
projects.  An additional $40.5 million addresses other community needs such as health and public 
safety and cultural and recreational facilities. 
 
Over $50 million of critical needs at state-operated facilities such as the Veterans’ Home, nursing 
homes, public safety facilities, juvenile detention centers, court security, and other funds to 
complete projects were not funded.  As prioritized by the executive, the following “statewide” 
projects totaling $29.6 million were funded: 
 

• Spaceport Southern Access Road  $6.4 million 
• SOS Voting System Replacement  $6 million 
• DoIT Public Safety Equipment  $5 million 
• Economic Development – LEDA  $5 million 
• Adult Correctional facility repairs  $2 million 
• EMNRD Fire Crew Carrier/Vehicles  $1.7 million 
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• Homeland Security Hazard Mitigation $1 million 
• State Fair Facility Upgrades   $1 million 
• Veterans Cemetery Site Improvements $600,000 
• Armory Facilities Statewide   $500,000 
• EMNRD Wildfire Mitigation   $400,000 

 
General Obligation Bonds.  Senate Finance Committee Substitute for Senate Bill 53 authorizes 
the issuance of general obligation bonds (GOB) totaling $169 million (based on a flat mill levy), 
including $2 million for the cost of bond issuance.  
 
The 3 bond issues in the bill include:  

• $16.4 million for renovations, construction code compliance, specialized vehicles, and 
equipment for senior citizen centers statewide; 

• $10.8 million for academic, public school, public and tribal libraries statewide; and  
• $139.8 million for higher education, a special school, and tribal school capital 

improvements and acquisitions statewide. 
 

Major projects in the bill include: 
• $20.5 million UNM Farris Engineering building 
• $19.2 million NMSU Jett Hall and Rentfrow Hall renovations 
• $15.0 million New Mexico Institute of Mining and Technology new chemistry building 
• $12.0 million UNM Health Sciences Center 
• $11.0 million Eastern New Mexico University Main library and student success center 
• $10.0 million Central New Mexico College renovations 
• $5.0 million New Mexico Highlands University for infrastructure improvements 

 
Reauthorizations. Senate Finance Committee Substitute for Senate Bill 163 reauthorizes 59 
projects funded in previous years – 16 submitted for executive agencies, 25 for House local 
projects, and 18 for Senate local projects.  The reauthorization of the capital outlay projects 
range from changing the administering agency or the original purpose of the project, extending 
the reversion date, or expanding the purpose of the original project.  
 
New Mexico Finance Authority Legislation.  House Bill 12 authorizes the New Mexico 
Finance Authority (NMFA) to make loans from the public project revolving fund (PPRF) for 128 
qualified state, local, and political subdivision entities statewide for infrastructure projects. 
 
Senate Bill 31 appropriates $2 million from the PPRF to the local government planning fund for 
the purpose of funding local government planning for water infrastructure, for development of 
water conservation plans, for long-term master plans or energy audits, and for the administrative 
costs of the local government planning program. 
 
Senate Finance Committee Substitute for Senate Conservation Committee Substitute for Senate 
Bill 112 authorizes the New Mexico Finance Authority to make loans or grants for 64 projects 
from the water project fund (WPF), authorizes the Authority to make grants to five qualified 
entities from the acequia project fund and amends the composition of the Water Trust Board 
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(WTB), including the appointing authority.  The bill reduces the membership of the Water Trust 
Board from sixteen members to fifteen members.  The executive director of the NMFA and the 
director of the Department of Game and Fish are removed from serving on the board.  The bill 
increases the public members from five to six members to include a representative of the water 
associations organized under the Sanitary Project Act. 
 
Public School Technology Infrastructure.  Senate Bill 159 repeals the Technology for 
Education Act and amends sections of the Public School Capital Outlay Act to allow the Public 
School Capital Outlay Council (PSCOC) to expend up to $10 million annually from FY14 thru 
FY19 for an education technology infrastructure deficiency correction initiative.  The bill also 
makes changes to the local match waiver provisions of the Public School Capital Outlay Act 
allowing the PSCOC to adjust the required local match when a school district has “made a good 
faith effort to use” all of its local resources and meets the other conditions currently in law.    
 
OTHER FISCAL LEGISLATION 
 
Education.   Senate Bill 347, as amended, creates the Legislative Lottery Tuition Scholarship 
Act.  The bill provides that qualified students (those who have received fewer than three 
semesters of the scholarship by the spring 2014 semester) shall be eligible for a seven-semester 
scholarship term and must complete 15 credit hours per semester, if attending a four-year 
institution.  Legacy students, those who have received the scholarship for three or more 
semesters, remain eligible for an eight-semester scholarship term and may continue to take 12 
credit hours per semester.  All students must maintain a 2.5 grade point average to receive the 
scholarship.  All students shall receive a proportionate tuition scholarship amount, as determined 
by the Higher Education Department and depending on available revenues.  In addition to 
revenues included in Senate Bill 313 ($11 million in other state funds for FY14, $2.9 million in 
general fund support for FY14 and FY15 expenditures, and $11.5 million in general fund support 
for FY15) the bill provides approximately $18 million to $19 million in revenues from the 
general fund share of liquor excise tax revenues in both FY16 and FY17. 
 
HB 19, an LFC sponsored bill, increases the public education funding formula at-risk index by 
16 percent, from 0.0915 to 0.106, effective FY16.  Students with high mobility, limited English 
proficiency, or Title I eligibility qualify for at-risk funding.  The estimated FY16 cost to the 
general fund is $12 million.  The state equalization guarantee appropriations for FY15 in SB 313 
includes $15 million to boost funding for at-risk students. 
 
HB 35 authorizes a new factor in the public education funding formula for the state’s smallest 
school districts for FY15.  The estimated cost, $5.8 million, is included in SB 313 contingent on 
passage of HB 35. 
 
HB 280 allows districts to continue to apply for class size waivers based on fiscal conditions for 
the next three years.  The State Equalization Guarantee appropriation in SB 313 includes $6 
million to allow districts to phase compliance with the size requirements over the same 3 year 
period. 
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HB 271 authorizes on expanded school breakfast program; however, district awards depend on 
funding and no additional appropriation was included in SB 313. 
 
Courts.  HB 33 authorized four new district court judges and one magistrate judge.  Funding is 
included in SB 313. 
 
Four bills to improve the solvency of the judicial retirement funds passed the 2013 Legislature. 
The legislation requires all judges and magistrates to contribute 3 percent more of their salaries 
to the pension funds. In turn, their government employers will also be required to pay 3 percent 
and 4 percent more, respectively. New judges and magistrates will have to work 8 years, as 
opposed to 5 years, to be vested in their retirement plans. The legislation reduced the pension 
multiplier to 3.5 percent for active judges and magistrates and to 3.25 percent and 3.0 percent, 
respectively, for new judges and magistrates. The legislation also suspended the cost-of-living 
adjustment for 2 out of every 3 years for as long as the funded ratios are below 100 percent. 
Finally, the legislation changed the survivor benefit for new judges and magistrates to a survivor 
benefit similar to other PERA plans. The Legislature also passed legislation that redirected $3.6 
million, or 50 percent, of the scheduled contributions to the Legislative Retirement Fund 
pursuant to the Tax Administration Act, to the Judicial and Magistrate Retirement Funds. The 
proposals, if signed by the Governor, will increase the projected funded ratios of the Judicial 
Retirement Fund to 106 percent and the Magistrate Retirement Fund to 114 percent within 30 
years. 
 
Operating Budget Impacts.  HB 58 expands eligibility for services from the Brain Injury Fund 
administered by the Human Services Department.  HSD estimates that 550 additional clients 
would qualify for services at an estimated cost of $2 million.  HSD also notes that Medicaid 
expansion pursuant to the Affordable Care Act may limit demand.  No appropriation was 
provided for the expansion. 
 
SB 268 provides for transfer of the equivalent of one twelfth of a percent of gross receipts (0.125 
percent) by most counties to a new “Safety Net Care Pool Fund.”  HSD would use these receipts 
and a general fund appropriation of $9 million and federal Medicaid match to provide a hospital 
Medicaid rate increase.  The provisions sunset in three years. 
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