
February 19, 2013 (Revised) 
 
 

Highlights of House Appropriations and Finance Committee (HAFC) 
substitute for HB 2, the General Appropriation Act of 2013 

 
Revenue Outlook.  Pursuant to the mid-session review of the general fund revenue forecast (LFC 
staff memorandum, February 11, 2013), the December 2012 general fund revenue estimates were 
adjusted downward: -$41.4 million in FY13 and -$24.2 million in FY14.  This reflects a weaker 
economy and the risk of sequestration of federal funds offset by higher revenue from oil production 
and higher insurance premium taxes from expansion of Medicaid in 2014. 
 
Recurring Appropriations.  HAFC Substitute for HB 2, et.al, the 2013 General Appropriation Act, 
along with HB1, the legislative “feed bill”, have FY14 recurring general fund appropriations of $5.89 
billion.  This is an increase of $239 million, or 4.2 percent, over FY13.  The appropriations include 
$90 million more for compensation and benefits, $19.8 million to replace tobacco settlement revenue 
used temporarily for the Medicaid and other health budgets, and $22 million for early childhood 
initiatives. 
 
The FY14 general fund appropriation level is $19 million below projected revenue leaving a little 
room for revenue measures or Senate amendments.  FY14 general fund appropriations are slightly 
higher, $6 million, than recommended by the Executive and the Legislative Finance Committee. 
 
Public Schools.  Principal issues in development of public school appropriations were maintenance 
of effort (MOE) for special education, increased funding for early learning and other initiatives, and 
formula funding (above-the-line) versus related appropriations (below-the-line). 
 
The MOE problem dominated the early stage of budget development with cost estimates to fix both 
prior year and FY14 shortfalls reaching $100 million.  After further review, the Legislative Finance 
Committee (LFC) projects that growth in the state equalization guarantee of almost 4 percent reduces 
the expected MOE shortfall. The HB 2 includes a $12 million categorical supplemental appropriation 
for special education to be distributed in the same proportion as formula funding. Also, HB 2 
authorizes a $15 million transfer from the state equalization appropriation to a supplemental special 
education appropriation if a requested federal workload waiver request is unsuccessful. 
 
The HB 2 reflects an $87 million, or 3.8 percent increase, in the state equalization guarantee with 
funding at or above HB 2 levels for compensation, fixed costs, insurance, and unit growth.  The HB 
2 has a $3.6 million increase for categorical transportation funding. 
 
General fund related appropriations increased $15.6 million including $11.5 million more for pre-K, 
K-3 plus, and the executive early reading initiative.  The HB 2 also has $3 million more for other 
Executive education initiatives including early college high school, dropout prevention, workforce 
readiness, and STEM (science, technology, engineering and math) initiatives. 
 
 



 

  

Higher Education.  The HB 2 appropriates $786.2 million for higher education, $28.5 million, or 
3.8 percent, above FY13.  HB 2 advances the move to performance funding with $10.5 million for 
course completion, $9 million for degree and certificate completion, and $21 million of FY13 
performance funding carried forward.  Categorical funding for higher education increases $5 million 
with increases for health sciences, agricultural extension, athletics, special schools, and 
compensation increases for all research and public service projects. 
 
Medicaid and Human Services.  For the last decade Medicaid has been by far the greatest budget 
driver, reflecting enrollment growth, medical inflation and higher utilization.  For FY14, the general 
fund appropriation for Medicaid increases $26.7 million, or only 3 percent, to $932 million.  The bill 
includes additional federal funds to accommodate expansion of eligibility for adults to 138 percent of 
poverty scheduled January 1, 2014.  The Medicaid expansion should result in savings from the 
strategic coverage initiative (SCI) and lower fixed costs per client. 
 
The appropriation for the Temporary Aid to Needy Families (TANF) program totals $104.7 million, 
which includes $27.2 million for childcare assistance, a $3.5 million increase over FY13.  General 
fund increases in the Income Support program include $830 thousand for general assistance and the 
state food stamp supplement program.  In the workforce area, $2.4 million in federal funds are 
provided for new programs in the employment and substance abuse services areas. 
 
Department of Health.  The general fund appropriation to the Department of Health is $301.2 
million and includes an increase of $4.6 million for the Developmental Disabilities Medicaid Waiver 
Program to serve clients on the waiting list for services.  At the end of FY12, 3,888 developmentally 
disabled clients were receiving services under the Developmental Disabilities Medicaid Waiver 
Program, but 5,911 were on the waiting list.  The general fund appropriation also includes $2 million 
for a new 20-bed inpatient adolescent substance abuse treatment unit at Turquoise Lodge in 
Albuquerque; an additional $500 thousand for the Family, Infant, Toddler (FIT) Medicaid Program; 
an increase of $675 thousand for sexual assault treatment contracts; and $250 thousand for a stroke 
registry. 
 
Public Safety.   General fund appropriations for the Department of Public Safety (DPS) are $96.1 
million, a 5.4 percent increase above the FY13 operating budget.  The increase includes $1.9 million 
to fund vehicle fleet replacement within the base budget.   To address the department’s chronically 
high vacancy rate, HB 2 provides an additional $878 thousand to increase officer pay by one step in 
the DPS step pay plan, or about 3 percent. 
 
Compensation.   The HB 2 appropriates approximately $34.7 million for a one percent salary 
increase for all public employees with the public education increase included in the state equalization 
guarantee in Section 4 of the bill and the increase for higher education and state employees provided 
in Section 8 of the bill.  An additional $878 thousand was appropriated in Section 8 to provide a 3 
percent increase for commissioned state police officers and motor transportation officers.  An 
additional $38.4 million was included to reverse a 1.5 percent retirement swap for all public 
employees in effect for FY11, FY12 and FY13.  The bill also added $15.8 million for schools and 
higher education for a 0.75 percent employer contribution increase for retirement. 
 



 

  

Tourism.  The general fund appropriations for the Tourism Department are $10.1 million, an 
increase of $1.8 million, or 21.8 percent, above FY13 appropriations.  The additional funds were 
added to promote New Mexico though increased tourism advertising and brings the advertising 
budget to $4.3 million for FY14.   
 
Special, Supplemental, and Deficiencies Appropriations.  Nonrecurring general fund 
appropriations for FY13 and FY14 total $110.7 million, including $27.5 million from the education 
lock box.  Significant items include $9.2 million for group health insurance, $3 million for job 
training, $3 million for the Local Economic Development Act (LEDA), $6.5 million for water 
resources litigation, $2.8 million to match federal funds for hazardous waste cleanup, $3.2 million 
for State Police cars and equipment, $20 million for distribution to the six state transportation 
districts, and $20 million to the higher education endowment fund to match private contributions.  
Special appropriations for schools include $5.2 million for technology (PARCC), $5.8 million for 
district emergency needs, $2.4 million to implement a teacher evaluation system, and $15 million for 
special education maintenance of effort. 
 
Reserves.  Projected general fund reserves at the end of FY14 are $589 million, or 10 percent, 
including $192 million in the tobacco settlement permanent fund. 






















