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Economic Outlook

• U.S. GDP shrank 2.3% in FY09 and minimal growth is expected 

 in FY10; 2.4% growth expected in FY11

• CPI only 0.9% growth in FY10, 1.5% expected in FY11

• NM employment down 3.5% in FY10, up 1.6% in FY11

• NM wages & salaries down 3.1% in FY10, up 3.8% in FY11

• Oil Price: 

 
$70.00 FY10, 

 
$75.00 FY11

• Gas price: 

 
$4.30 FY10, 

 
$5.40 FY11



• Taxable gross receipts were down by 14% in the first quarter of FY10
• All business sectors are affected, Construction is down over 20%

Taxable Gross Receipts by Industry
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NOTE:  These four sectors made up 63% of the taxable gross receipts in FY09.



New Mexico Oil and Gas Prices
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• Cumulative FY08 ‐

 

FY10 decrease now 20%, $1.2 billion in annual revenue

• 6% growth forecast in FY11, but FY08 level not reached until FY15

FY09 FY10 FY11 FY12 FY13 FY14
February 2009 Revenue Estimates 5,727.0   5,485.1   5,756.1   5,992.3   6,180.6   6,397.0   
August 2009 Revisions (309.1)     (433.1)     (358.3)     (331.5)     (352.7)     (409.4)     
October/December 2009 Revisions (98.3)       (228.8)     (276.9)     (234.9)     (209.8)     (179.0)     

Total Recurring Revenue 5,319.6   4,823.3   5,120.8   5,425.8   5,618.1   5,808.5   
  Annual precent change -11.6% -9.3% 6.2% 6.0% 3.5% 3.4%

December 2009 Consensus General Fund Revenue Outlook
(million dollars)



FY09 FY10 FY11 FY12 FY13 FY14
Gross receipts tax (26.5)       (129.9)     54.0        97.0        87.0        85.0        
Selective sales taxes 4.6          (10.5)       24.4        15.8        10.8        13.0        
Personal income tax (255.1)     31.0        67.5        57.0        45.0        46.0        
Corporate income tax (192.1)     (2.5)         40.0        50.0        40.0        30.0        
Energy-related revenues (252.3)     (292.0)     100.4      30.7        19.3        18.1        
Investment earnings 31.2        (47.4)       4.3          0.9          (32.5)       (16.4)       
Other revenues (5.7)         (44.9)       6.9          53.6        22.6        14.7        
Total Recurring Revenue (695.8)     (496.3)     297.5      305.0      192.3      190.4      

Gross receipts tax -1.4% -7.1% 3.2% 5.5% 4.7% 4.4%
Selective sales taxes 1.2% -2.6% 6.2% 3.8% 2.5% 2.9%
Personal income tax -21.0% 3.2% 6.8% 5.4% 4.0% 4.0%
Corporate income tax -54.2% -1.5% 25.0% 25.0% 16.0% 10.3%
Energy-related revenues -20.4% -29.7% 14.5% 3.9% 2.3% 2.1%
Investment earnings 4.7% -6.9% 0.7% 0.1% -5.0% -2.7%
Other revenues -2.0% -15.7% 2.9% 21.7% 7.5% 4.5%
Total Recurring Revenue -11.6% -9.3% 6.2% 6.0% 3.5% 3.4%

December 2009 Forecast Annual Changes by Revenue
(million dollars)

Percent Change vs. Prior Year



• Revenue growth from FY03 to FY11 = 31% (3.4%/year)
• Expenditure growth FY03-FY10 including temporary funds = 47% (5.7%/yr)
• FY10 gap = $910 million
• FY11 “New Money” = -$149 million
• Need to replace up to $288 million in federal money

General Fund Recurring Revenue and Appropriations plus Federal Funds 
and Other State Funds Supplanting General Fund
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Revenue Spending Gap (right axis)

$5,454.6

$5,136.1

($318)



General Fund Approps. and Other State Funds & Federal Funds Supplanting 
General Fund: FY09-FY11

(in millions)
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General Appropriation Bills Recurring Non-rec Recurring Non-rec Recurring Non-rec FY09 FY10 FY09 FY10 FY09 FY10

2009 Special Session
CS HB 17 Section 2 - Recurring appropriations

  State agenices -- Governor's (93.70)        
Legislative, courts, elected officials (5.58)          
HSD--Medicaid (16.00)        
DOH -- DD (2.00)          
DPS -- Law enforcement program (1.39)          
Public Defender (0.85)          
Public Schools (51.75)        
Special schools (0.02)          
Higher education (35.40)        

Section 3 - ARRA funding for public schools (45.50)        
Section 2 - DoIT reduction (1.50)          
Section 6 - Public Schools 3.00           

GAA Recommendation:
Section 4 5,336.40    
Section 5--Recommended special appropriations 0.20

Subtotal (92.7) (42.5) 5,336.4 0.0 0.0 0.0 0.0 0.0 0.0 0.2
FY09 Solvency Bills
CS HB 6 Reserve Transfers

Section 1 - Operating Reserve 225.00       
Section 2 - Tax Stabilization Reserve 115.00

Subtotal 225.0 115.00 0.00

Total GAA (92.7) (42.5) 225.0 115.00 0.20

All Other Appropriation Bills:
HB16 Reduced 2009 Feed bill (0.84)          
HB3 Appropriation Cuts (1.22)          

Total Other Bills (0.8) (1.2)

Grand Total Appropriations (93.6) (43.7) 225.0 115.00 0.20

Additional Revenue Sources: Recurring Non-rec Recurring Non-rec Recurring Non-rec FY09 FY10 FY09 FY10 FY09 FY10
HB3 College Affordabilty Fund Transfer 68.00

Other Sweeps 46.84
Vetoes (6.50)
  Subtotal 108.34

SB 29 Capital outlay cuts and reauthorizations 136.09       
DFA - amount not available to void (6.09)          
  Subtotal 130.00       

CS HB 17 ARRA government services fund transfer 20.00

Subtotal 238.34

Grand Total Revenue 238.34

Reserve Accounts

GENERAL FUND FINANCIAL SUMMARY - Final after all actions
DETAIL

(Dollars in Millions)

FY09 FY10 FY11 Oper. Reserve Tax Stabilization

Reserve Accounts
FY10 FY11

Approp. Cont.

Approp. Cont.Oper. Reserve Tax StabilizationFY09



            G
eneral Fund A

pprops. and O
ther State Funds &

 Federal Funds Supplanting G
eneral Fund: FY09-FY11

                                                                                   (dollars in m
illions)
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G
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O
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10.9

          
799.3

          
(29.1)
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(53.9)
         

-7%
M
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83.2

          
831.1
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-4%
O

ther
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Fiscal O
utlook and 2010 L

FC
 R

ecom
m

endation for FY
11 

 
R

evenue and E
conom

ic O
utlook 

From
 FY

08 to FY
10 G

eneral Fund recurring revenue declined 20 percent, or $1.2 billion, to $4.8 billion. N
ew

 
M

exico lost about 40,000 jobs, or 6 percent of the private w
orkforce, and natural gas prices dropped to about 

$4 per thousand cubic feet (m
cf). The consensus forecast is for around a 2 percent annual rate grow

th to begin 
in the spring but w

ith the previous peak not reached until 2012. For FY
11 projected G

eneral Fund revenue 
grow

th is approxim
ately $300 m

illion, or 6 percent, w
ith significant risks, including unsustainable federal 

deficits and excess natural gas supplies.  
 N

ew
 M

oney 
FY

11 projected general fund revenue ($5.12 billion) is $149 m
illion less than FY

10 appropriations adjusted for 
both solvency and the executive order and furloughs ($5.27 billion). In addition, the LFC

 recom
m

endation 
assum

es federal funds available to supplem
ent general fund for education and M

edicaid decline $288 m
illion 

from
 the FY

10 level. So, approxim
ately $437 m

illion (com
bination of cuts or revenues) is needed for a “flat 

budget.” 
 G

eneral Fund R
eserves and O

ne T
im

e A
ppropriations 

Projected general fund reserves ending June 30, 2010, are approxim
ately $50 m

illion, or 0.9 percent of 
appropriations. This could rise to 2.5 percent through approxim

ately $79 m
illion savings directed by Executive 

O
rder 2009-44.  

 G
eneral fund recom

m
endations for special or supplem

ental appropriations are nil. LFC
 and D

FA
 staff are 

collaborating to develop a recom
m

endation for voiding capital projects that are inactive to boost reserves. 
 Fiscal Y

ear 2011 A
ppropriation R

ecom
m

endation 
The LFC

 FY
11 budget recom

m
endation of $5.34 billion cuts spending by $151.3 m

illion from
 the pre-

solvency FY
10 operating budget level of $5.49 billion. The recom

m
endation also reflects a decline in use of 

federal stim
ulus funds for M

edicaid and public education of alm
ost $300 

m
illion. The LFC

 FY
11 

recom
m

endation is $200 m
illion greater than projected revenue. W

hile this gap m
ay be reduced by at least $83 

m
illion if the federal governm

ent enacts a six-m
onth extension of M

edicaid stim
ulus funding scheduled to end 

D
ecem

ber 31, 2010, the full Legislature m
ust identify additional appropriation cuts or revenue enhancem

ents 
to balance the budget in FY

11. 
 To achieve the spending reductions and avoid across-the-board cuts to agency budgets, the recom

m
endation 

prioritizes existing program
s that dem

onstrate efficiency and effectiveness and avoid duplication. State 
em

ployee positions are reduced by 955 m
ostly through the elim

ination of nonessential personnel such as 
public inform

ation officers, exem
pt adm

inistrators, and positions that have been vacant for long periods of 
tim

e or due to the executive hiring freeze. 
 The recom

m
endation reduces contractual services spending, defers purchases of com

puters, vehicles and 
capital outlay item

s, and m
axim

izes use of agency cash balances. 
 The FY

11 budget recom
m

endations are sum
m

arized below
. 

 Public Schools 
The com

m
ittee recom

m
ends $2.4 billion for public school support and related appropriations, an increase of 

$128 m
illion over the FY

10 adjusted appropriation. This includes $198.7 m
illion to replace federal fiscal 

stabilization funds used in the FY
10 appropriation and about half of the federal fiscal stabilization funds used 

in the FY
10 solvency bill. The com

m
ittee recom

m
ends the Legislature adopt changes to the funding form

ula to 
advance equity and efficiency. C

hanges w
ith savings follow

: changing eligibility requirem
ents for sm

all-
school adjustm

ents ($29.3 m
illion), changing eligibility requirem

ent for sm
all-district adjustm

ents ($5.3 



m
illion), rem

oving related services staff from
 the training and experience factor in the form

ula ($18 m
illion), 

and reducing the unit m
ultiplier in the funding form

ula for 12
th grade students ($15.9 m

illion). 
 For FY

11, public school support and related appropriations w
ould account for 45.1 percent of total 

appropriations form
 the general fund. 

 For FY
10 and FY

11, school districts w
ill receive approxim

ately $90 m
illion in extra federal Title I funding 

and $95 m
illion in extra special education funding from

 the A
m

erican R
ecovery and R

einvestm
ent A

ct that 
can be used to m

akeup a large part of the reductions to general fund appropriations. 
 H

igher E
ducation 

The com
m

ittee recom
m

ends a total of $788.4 m
illion recurring general fund appropriations for higher 

education, including the H
igher Education D

epartm
ent and special schools, w

hich represents a decrease of 
$64.8 m

illion, or 7.6 percent, from
 the FY

10 original appropriation. The recom
m

endation starts w
ith form

ula 
funding for w

orkload at a cost of $21.2 m
illion. The cost of w

orkload grow
th is the largest since FY

05. The 
recom

m
endation takes grow

th credit for a tuition increase of 6 percent for resident students and 15 percent for 
nonresident students, w

hich reduces general fund appropriations to higher education institutions by $13.3 
m

illion and $3 m
illion, respectively. In addition, the recom

m
endation includes an additional tuition increase 

for in-state students at tw
o-year colleges, w

hich reduces general fund appropriations by $4.2 m
illion. In 

contrast, student financial aid funding through the H
igher Education D

epartm
ent is one of the few

 areas in the 
w

hole budget held flat. 
 The higher education recom

m
endation reduces building renew

al and replacem
ent funding by 50 percent; 

assum
es productivity savings of $10.4 m

illion, targeted to adm
inistrative and overhead operating; assum

es a 5 
percent reduction in tuition w

aivers at all of the state’s post secondary institutions for general fund savings of 
$3 m

illion; and includes a $10.4 m
illion reduction in budgets for instruction and general costs, pro-rated based 

on each institutions share of the institution and general budget. This approach treats all students the sam
e, 

regardless of the enrollm
ent grow

th or the tim
ing of enrollm

ent grow
th at the state’s colleges and universities. 

A
lso, general fund appropriations for instruction and general purposes are supplanted w

ith federal stim
ulus 

funds of $10.9 m
illion. Finally, the recom

m
endation reduces research and public service projects outside the 

funding form
ula by $12.6 m

illion from
 the FY

10 original appropriations. 
 H

um
an Services D

epartm
ent 

The com
m

ittee recom
m

ends total H
um

an Service D
epartm

ent appropriations of $4.48 billion for FY
11, a 4.9 

percent increase over FY
10. The recom

m
endation from

 the general fund of $787.2 m
illion is a 9.9 percent 

increase from
 FY

10. The increase is necessary to replace lapsing federal funds in M
edicaid from

 the enhanced 
federal m

atching (FM
A

P) rate. The departm
ent w

ill have to im
plem

ent adm
inistrative and nonessential 

program
 saving in FY

11 to continue the m
ost critical functions – M

edicaid healthcare coverage, cash 
assistance and support services for fam

ilies in the Tem
porary A

ssistance for N
eedy Fam

ilies (TA
N

F) program
, 

substance abuse and m
ental health services, and helping parents get child support paym

ents. 
 D

epartm
ent of H

ealth 
The com

m
ittee recom

m
ends total expenditures of $522 m

illion, w
ith revenues of $270.7 m

illion from
 the 

general fund. This is a decrease of $15.3 m
illion in appropriations from

 the general fund, or 5.2 percent. The 
recom

m
endation elim

inated 126 FTE vacant for m
ore than one year and reduces contracts by 7 percent. 

 C
hildren, Y

outh and Fam
ilies D

epartm
ent 

The com
m

ittee recom
m

ends $382.4 m
illion for the C

hildren, Y
outh and Fam

ilies D
epartm

ent. The total 
includes $189.5 m

illion from
 the general fund, an $11.1 m

illion, or 5.5 percent, decrease from
 the FY

10 
operating budget and a $5.1 m

illion, or 2.6 percent, decrease from
 FY

10 executive order budget adjustm
ents. 

The com
m

ittee recom
m

ends general fund decreases of $1.5 m
illion in personal services and em

ployee 
benefits, $8.3 m

illion in contractual services, and $1.9 m
illion in childcare assistance. The recom

m
endation 

includes $1 m
illion from

 the dom
estic violence offender treatm

ent and intervention fund for dom
estic violence 

program
s. A

lso, the com
m

ittee recom
m

ends TA
N

F funding of $1.5 m
illion for pre-kindergarten program

s, $2 
m

illion for dom
estic violence program

s, and $7.2 m
illion for childcare assistance.  



 Public Safety  The recom
m

endation for the N
ew

 M
exico C

orrections D
epartm

ent (N
M

C
D

) is $271.7 m
illion 

from
 the general fund, a $12.9 m

illion, or 4.5 percent, decrease from
 the FY

10 operating budget.  The 
reduction is prim

arily due to a proposed decrease in the cost of the private prison and m
edical contracts.  The 

N
M

C
D

 FY
11 request estim

ates an average daily m
ale inm

ate population of 5,983, an increase of 1 percent 
over FY

10. 
 The FY

11 LFC
 recom

m
endation from

 the general fund for the D
epartm

ent of Public Safety (D
PS) totals $91 

m
illion, a $3.7 m

illion, or 4.1 percent, decrease from
 the FY

10 operating budget.  The total agency 
recom

m
endation is 6.9 percent low

er than FY
10, principally due to low

er recom
m

endations from
 the general 

fund.  D
PS has extrem

ely high vacancy rates, particularly for certified law
 enforcem

ent officers and forensic 
scientist positions.  
 M

easures T
o C

lose Funding G
ap The LFC

 appropriation recom
m

endation requires additional m
easures to 

close the gap betw
een appropriations and revenue.  Specific m

easures that provide $95 m
illion of reductions 

follow
. 

 C
om

pensation R
eduction.  A

 2 percent salary reduction for all public em
ployees, including those in public 

schools and higher education, is recom
m

ended to save $76.2 m
illion.  The $41.5 m

illion reduction for public 
schools w

ould be im
plem

ented through a reduction to the state equalization guarantee and distributed through 
an adjustm

ent to the unit value.  D
istricts should im

plem
ent this savings by elim

inating three professional 
developm

ent days outside the 180-day instructional calendar. For higher education, the 2 percent com
pensation 

reduction of $18 m
illion is applied to instruction and general appropriations as w

ell as all line-item
 

appropriations.  The im
plem

entation of this salary reduction is at the discretion of the governing board of each 
institution.  
 To reduce the appropriation for state em

ployee salaries by 2 percent, a total of $16.8 m
illion, options include 

reducing the num
ber of exem

pt em
ployees, assum

ing higher agency vacancy rates, im
plem

enting furloughs, 
elim

inating paid holidays, reducing the accrual rate for annual leave, reducing salaries perhaps linked to 
incom

e levels, or sw
apping betw

een the em
ployee and em

ployer share of retirem
ent contributions. 

 E
lim

inate R
eturn to W

ork.  R
eturn-to-w

ork (R
TW

) program
s allow

 a retiree to return as an em
ployee w

ithout 
suspension of a state pension.  H

ouse B
ill 616 w

ould have phased out the R
TW

 program
 for state em

ployees 
but it w

as vetoed.  Law
s 2009, C

hapter 288, extended the R
TW

 program
 for educators to 2022.  Statutes for 

both the Public Em
ployee R

etirem
ent A

ssociation and the Educational R
etirem

ent B
oard require the em

ployer 
pay the em

ployee’s portion of pension contributions for R
TW

 em
ployees.  Ending the R

TW
 program

s w
ithout 

grandfathering current R
TW

 em
ployees w

ould generate approxim
ately $7 m

illion general fund savings in 
FY

11. 
 A

djust V
ision and D

ental B
enefits.  The recom

m
endation assum

es a 50 percent reduction in the em
ployer 

contribution tow
ard the dental and vision com

ponents benefit for all public em
ployees.  For FY

11 this w
ould 

generate $10 m
illion for the general fund. 

 M
easures to B

e D
eterm

ined.  R
eflecting significant uncertainty regarding the general fund revenue outlook, 

the status of executive initiatives to reduce spending, the course of additional federal stim
ulus initiatives, and 

executive and legislative tax policy studies, the LFC
 recom

m
endation leaves $200 m

illion of budget balancing 
m

easures to be determ
ined.  

 M
ost prom

ising is the prospect that the enhanced federal M
edicaid assistance percentage enacted in the 2009 

A
m

erican R
ecovery and R

einvestm
ent A

ct w
ill be extended at least six m

onths.  A
n official of the N

ational 
C

onference of State Legislatures indicates “confidence” of this extension. This w
ould allow

 reversing the $83 
m

illion increase in general fund appropriations to the H
um

an Services and H
ealth D

epartm
ents.  
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• Unexpected revenue decreases have dropped reserves despite solvency 

 
measures and federal stimulus spending.

• FY10 reserves of less than 1% are inadequate in any economy, more so in 

 
highly uncertain times.

• Voiding capital projects required to boost reserves.
• Most of the $58 million in federal stimulus allocated to the executive are 

 
unspent
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Capital Outlay
Capital Funding 
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(in billions)
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• Net senior STB capacity is 

 estimated at $30.8 million 

 in FY10.

• Supplemental STB capacity 

 is estimated at $156.1 

 million in FY10.

• General obligation bonding 

 capacity is estimated at 

 $175.3 million in FY10.



Income tax options: Effect. Date FY10 FY11 FY12
1% income tax increase on current top bracket (married $24,000/single $16,000) Tyba 1/1/2010 25.5            170.0          179.4          
1% income tax increase over $100,000 (single), $150,000 (married) Tyba 1/1/2010 5.0              56.1            59.4            
Addback income tax deduction for state & local taxes Tyba 1/1/2010 -             40.0          42.0          
Reduce deduction for capital gains from 50% to 25% Tyba 1/1/2010 -             18.0          20.0          

Corporate income tax options:
Require combined reporting for corporate income tax Tyba 1/1/2011 -               12.0            30.0            
Increase corporate franchise tax from $50 to $250 per year Tyba 1/1/2010 -               7.5              7.5              

Gross receipts tax options:
Repeal GRT deduction for food 7/1/2010 -             228.0        238.9        
Repeal GRT food deduction and reinstate 0.5% GRT credit in muni areas 7/1/2010 -               48.0            48.0            
Repeal GRT deduction for medical services 7/1/2010 -               65.0            69.9            
Apply compensating tax to in-state sales currently exempt from all tax 7/1/2010 -               13.2            13.8            
Increase statewide GRT rate by 0.25% 7/1/2010 -             126.0        132.0        

Excise tax options:
Increase motor vehicle excise tax by 1.0% 4/1/2010 7.7              34.3            37.7            
Increase O&G Emergency School Tax on oil by 1% 4/1/2010 10.1            40.4            41.8            
Increase O&G Emergency School Tax on gas by 1% 4/1/2010 10.8            52.8            53.8            
Increase liquor excise tax by 5 cents per drink 4/1/2010 10.0          40.0          40.7          
Increase insurance premiums tax on health insurance by 1% 1/1/2011 -             22.0          47.0          
Increase cigarette tax by $1 per pack from $0.91 to $1.91 per pack 4/1/2010 7.5              30.0            30.0            
Increase cigarette tax by $1 with no exemption for tribal sellers for increase 4/1/2010 24.8            99.0            99.0            
Increase tobacco products tax from 25% to 40% 4/1/2010 0.8              3.0              3.0              

Options to reduce tax expenditures:
Repeal angel investor tax credit Tyba 1/1/2010 -             0.8            0.8            
Reduce film production credit rate from 25% to 15% of expenditures Tyba 1/1/2010 6.5              26.0            28.6            
Reduce rate of high wage jobs tax credit from 10% to 7% of wages 7/1/2010 -               5.0              5.5              
Reduce rate of technology jobs tax credit from 8% to 6% of expenditures 7/1/2010 -               1.5              1.7              
Reduce rate of investment credit from 5% to 4% of expenditures 7/1/2010 -             1.6            1.8            
Reduce renewable energy production credit by 20% Tyba 1/1/2010 -             1.0            1.1            
Freeze hospital GRT credit at FY10 level 7/1/2010 -               4.0              8.0              
Reduce rate of credit for NMMIP assessments by 20% 7/1/2010 -               10.0            14.0            
Eliminate GRT back to school tax holiday 7/1/2010 -               2.7              2.7              
Reduce lab small business partnership credit by 50% 7/1/2010 -             2.0            2.1            

General Fund Revenue Impacts of Various Revenue Raising Options
(Dollar amounts in millions)

"Tyba" = Tax years beginning on or after.  
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