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Abstract

This is the fourth in a series of reports that examine the correlation between campaign
contributions from different industries in New Mexico and legislation of importance to
New Mexicans. The goal of Connect the Dots Reports is to broaden the debate about key
public policy issues by providing insight into the legislative process that is often missing
from the discourse surrounding policy making. The focus of the fourth report is the real
estate development industry and its success in obtaining public subsidies from the state of
New Mexico. Following the last report in this series, which detailed the industry’s
influence with the New Mexico Legislature and state water policy, this report examines
the hefty political campaign contributions developers make to New Mexico politicians
and two pieces of legislation that affect the development industry: The Tax Increment
Development Act, passed in 2006, and the 1993 Development Fees Act. The first Act
allows developers to finance the cost of infrastructure construction in new developments
(e.g., streets, sewage, and flood control projects) with taxpayer money, while the
Development Fees Act excludes school and other facility construction costs from those
that can be assessed to developers by local governments, helping the development
industry to shift some of the cost of new development projects to local governments.
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Introduction
During the 2006 election cycle alone, the Real Estate/Development industry gave
nearly a million and a half dollars ($1,491,891) in campaign contributions to New
Mexico politicians.1 To underscore the enormity of the industry’s contributions, between
2000 and 2003, realtors and developers gave almost three times as much to New Mexico
politicians as the alcohol and tobacco industries combined.2 One development company,
Forest City Enterprises, gave over $150,000 in campaign contributions in the 2006
election cycle.3 These figures beg the question: What has driven developers to invest so
heavily in New Mexico political campaigns?
Real Estate development is very big business in New Mexico. From the everexpanding development on Albuquerque’s West Side, and the massive Mesa del Sol
development south of Albuquerque’s Sunport, to Santa Fe’s development expansion to
the south, and the booming development industry in Doña Ana County, developers are
engaged in large scale projects throughout New Mexico with literally billions of dollars
at stake. In 2006, total expenditures for commercial development projects in New
Mexico totaled well over $11 billion.4 The U.S. Bureau of the Census estimates that, in
2005, over $2 billion was invested in residential real estate development in New Mexico5
and in 2006, Bernalillo County saw almost $500 million in residential real estate
construction costs.6

1

Data gathered from The Institute on Money in State Politics.
Ibid.
3
Ibid.
4
See, James King, Commercial construction projected to be bright in 2007, New Mexico Business Weekly,
January 5, 2007.
5
U.S. Bureau of the Census.
6
Ibid.
2

4

The myriad projects making up these impressive totals share a common calculus:
Put simply, for each project, a developer’s profit margin will equal the total revenue
newly developed homes or commercial spaces will generate minus the project’s total
construction, financing, and other costs. Up-front infrastructure costs for roadways,
storm drainage, schools, parks, etc., constitute a significant part of a project’s overall
expense. If a developer is able to pass along to the home buyer or other payer some of
the infrastructure those savings will be added to the project’s profitability. Is there a link
between legislation impacting these project costs and the campaign contributions
developers make?

The Tax Increment for Development Act
In an attempt to impact developer’s up-front infrastructure costs, the 2006 New
Mexico Legislature passed the Tax Increment for Development Act, a version of Tax
Increment Financing. This new law makes New Mexico the 48th state in the nation to
adopt Tax Increment for Development financing. This financing scheme has been
likened to a credit card with which a city or county may, in the hope of spurring
economic development, use tax dollars to buy a development project now, only to pay it
off with future tax revenue.7
The Act empowers cities and counties to create “Tax Increment Development
Districts (TIDDs).” These districts leverage the future gross receipt and property tax
revenues of newly or re-developed areas to finance bond sales, the proceeds of which are
spent to cover the infrastructure construction costs of development projects. Developers
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benefit greatly from TIDDs that, coupled with direct capital outlays,8 provide hundreds of
millions of dollars in public subsidies aimed at attracting large-scale and/or infill
development projects.
While TIDDs are generally recognized as a creative and powerful tool to spur
economic re-development of ‘blighted’ urban areas, their use for development projects in
suburban ‘greenfield’ areas outside city cores may actually accelerate sprawl. For
example, the Mesa del Sol project in Albuquerque has set an important precedent with
the creation of its TIDD (see below). The use of TIDD financing for the Mesa del Sol
project may lead to the creation of other districts used to finance further development on
Albuquerque’s west side, perhaps benefiting SunCal Companies in its newly acquired
Westland Development Company properties, and perhaps further exacerbating the traffic,
adequate school infrastructure, and loss of open space problems associated with urban
sprawl.
Further, TIDDs can be overused. In Huxely, Iowa, all but a few city blocks have
been deemed TIDDs, and 64% of the City’s total property valuation is encumbered in
order to pay off TIDD-funded projects.9 Under TIDD agreements, a city is committed to
diverting gross receipt and property tax revenues from its general fund to repay the
bonds, sometimes as far as 25 years into the future. A city or county government may
find its hands tied by its TIDD commitments, unable to meet its future expenses for basic
police, fire, and school service funding. Were these issues fully vetted by the legislature
before it passed the Tax Increment Development Act?
8
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Passage of the Tax Increment for Development Act
TIDD legislation was introduced but failed to pass during the 2005 New Mexico
legislative session. Before the 2005 session began, the Governor’s “Our Communities,
Our Future” task force, recommended to the legislature that TIDD enabling law be
adopted. That year, cities and counties (Albuquerque and Bernalillo in particular) took
up the recommendation and pushed TIDD legislation as they sought a new tool with
which they might attract developers to ‘blighted’ areas and, perhaps, to outlying lands
where suburban or ‘fringe’ developments would be pursued, all in hopes of jumpstarting
economic development. The 2005 TIDD legislation failed to become law when questions
arose in the House Judiciary Committee regarding the financing scheme’s workability,
and the bill was tabled.
By the time the 2006 legislative session got underway, the players in the TIDD
game had changed. This time around, an enormous $8.5 billion real estate conglomerate,
Forest City Covington LLC (a joint venture between Ohio-based Forest City Enterprises
and Covington Capital Corp.) had come to the table. Before the session began, the
company contributed heavily to the candidates in the races for Governor ($65,000) and
State Land Commissioner (see sidebar below). In addition, the company had committed
millions of dollars to a massive development project, Mesa del Sol, on Albuquerque’s
south side.
Forest City Covington assembled a dream team of lobbyists, including former
House Speaker Raymond Sanchez, the venerable lobbyist Tom Horan, Albuquerque bond
attorney David Buchholtz, and former Assistant State Land Commissioner Harry Relkin,
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among others. With Forest City’s large campaign contributions to candidates for
governor and land commissioner in mind, and the developer’s huge investments in the
Mesa del Sol project on the line, the lobbying team set out to secure Tax Increment for
Development legislation that would work for Forest City.
No expense was spared: Experts in real estate
law, finance, tax and legislative maneuvering were
brought in to push the TIDD legislation. According
to one government insider, the team “bowled over
everyone” and won passage of the TIDD legislation
at 11:59 a.m. on the very last day of the short, onemonth legislative session—it was the last bill to pass.
TIDD legislation in place, Forest City
Covington moved quickly, winning Albuquerque
City Council approval on December 18, 2006 for the
creation of a Tax Increment Development District-as provided for in the new TIDD enabling legislation-

During the 2006 election
season, Forest City
Covington gave $44,750 to
candidates for State Land
Commissioner.
Forest City was selected by
the State Land Office to be
the master developer of
approximately 9,000 acres of
Mesa del Sol..
On June 20, 2006, Forest
City, working with the state
land office, purchased 3,002
acres of state land at Mesa
del Sol for $9 million and a
percentage of development
profits as part of a three-way
transaction involving the
New Mexico State Land
Office and the University of
New Mexico.

- to supply infrastructure funding for its Mesa del Sol
development. Then, within a few weeks, on January
10, 2007, the City of Albuquerque agreed to commit 67% of its future property and gross
receipts tax revenues from the development district to fund infrastructure
construction—and the Mesa del Sol development project had the money it sought.
Forest City Covington has done well, moving its TIDD law through the New
Mexico Legislature with relative ease, and securing funding for its Mesa del Sol project
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in Albuquerque on a very short timeline. And while concerns voiced by critics of TIDD
legislation, including its use for ‘fringe’ or sprawl-related projects, may have been raised
at points during the legislative session,10 with developers like Forest City Covington
making enormous campaign contributions to New Mexico politicians, it remains an open
question whether such concerns are properly vetted in the legislative process. As one
lobbyist put it, “money gets you access, shows to the legislators that you are a player.”

New Mexico’s Growth and the Development Industry
Before turning to the second piece of legislation considered by this report, it is
important to widen the lens for a view of New Mexico’s overall growth picture. In 1996,
the state’s government forecast a 650,000-person increase in the New Mexico’s
population by 2015-- a figure equivalent to a doubling of the populations of Albuquerque,
Las Cruces, Santa Fe and Roswell at the time. The Department of Finance and
Administration determined that management of this booming growth, in terms of housing
construction planning, economic development, natural resource use and conservation and
the wise expenditure of public monies, would necessarily occupy center stage in the state
into the foreseeable future.11
This section of the report focuses on one tool adopted by the state, ostensibly, to
manage New Mexico’s growth and the ever-expanding development industry. Whether
the growth-management technique known colloquially as “impact fees” has been
10

The Tax Increment Development Act requires that developers of projects in areas not designated as
Metropolitan Redevelopment Areas as per the Metropolitan Redevelopment Code (3-60A-1 et al.,NMSA
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standing of developers, however, than it is toward discouraging development on the outskirts of urban
areas.
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Planning Bureau, New Mexico Department of Finance and Administration, 1996.
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employed to harness the state’s growth for the benefit of New Mexicans, or if it has been
used to subordinate ordinary citizens’ interests to those of the development industry is an
important question arising from a look into the passage, in 1993, of the Development
Fees Act.

Impact Fees
Impact fees are special levies exacted by local governments from developers to
cover the costs new infrastructure construction necessitated by developments projects.
Cities collect these fees to mitigate the public expenditures for new sewage systems,
roadways, storm drainage systems, libraries, schools, open space and public safety
infrastructure required by expansions of the city’s residential areas.
Impact fees became popular across the nation in the 1980’s as federal funds for
new infrastructure dried up and local governments sought other sources of funding for
infrastructure expansion. Currently, 27 states have impact fee enabling legislation
empowering local governments to impose impact fees on developers. It is estimated that
more than 40% of U.S. cities with populations over 25,000 put such legislation to use to
impose impact fees on new development.12

The Development Fees Act
Reacting to Santa Fe’s imposition of impact fees on new developments in the
early 1990’s, the New Mexico Homebuilders Association (HBA) pushed to pass the
Development Fees Act of 1993. The Act, modeled on and Texas’ first-in-the-nation
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impact fee legislation, provides uniform rules under which local governments across the
state may impose impact fees on developers.
Seeking predictability in their expenses and in an effort to minimize the impact
these fees would have on overall project costs, the HBA successfully lobbied to exclude
libraries, community centers, schools, projects for economic development and
employment growth, and affordable housing from the list of items payable by impact
fees. This means that a city may elect to charge a developer its fair share of the costs of
new roads, sewage systems and the like, but the city may not charge the developer for the
schools, libraries or community centers that new homes will require.
The exclusion of schools from the impact fee statute has had real impacts on
Albuquerque’s West Side. There, booming growth during the past decade has left the
Albuquerque Public Schools (APS) struggling to keep pace with the need for new school
construction. School overcrowding in the newly developed areas west of Albuquerque
has reached crisis proportions.13 In the absence of impact fee contributions, APS has
struggled to find new sources of school construction capital-- including a $351 million
general obligation bond issuance, the sale of APS properties, and a loan from the state.
The crisis has become so severe that new developments are becoming less attractive to
prospective investors and home buyers. As a result, APS and the Central New Mexico
HBA entered into a memorandum of understanding, outside the framework of the
Development Fees Act, under which new residential development projects will make
impact fee-like ‘facilities fees’ payments to APS to help fund new school construction
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See, Legislative Education Study Committee, State of New Mexico, citing three Albuquerque Public
Schools clusters running over student usage capacity, 2005.
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and school renovation. These fees are to be assessed on new residential development
projects across Albuquerque.14
In light of Albuquerque’s experience, the exclusion of schools and related
facilities has twice been challenged at the legislature. The City of Albuquerque, the
Municipal League, Santa Fe Public Schools, and both the City and County of Santa Fe
adopted resolutions supporting the amendment of the Development Fees Act to include
new school construction costs.
In 2003, House Speaker Ben Lujan introduced a bill to strike the schools
exclusion from the Act. Under pressure from the development industry, represented by
the HBA and the National Association of Office and Industrial Properties (NAIOP), the
bill gained less traction in the Senate and failed to reach the floor in that chamber. In
2004, a bill that would have struck the schools and other facility exclusions from the Act
was introduced. The HBA and NAIOP were again successful in ensuring the failure of
this effort.
The question that must be asked in light of this legislative history is this: Did the
industry’s hefty campaign contributions (recall, over $1.5 million in 2006) play a role in
protecting the industry-friendly provisions of the Development Fees Act?

Conclusion
New Mexico’s rapid growth presents real opportunities and poses real risks for
the state’s residents. Properly calibrated to serve the public interest, commercial and
14

The Memorandum of Understanding sets the fee schedule at $1,875.00 per dwelling unit built on a
permit issued on or after January 1, 2007, increasing the rate to $2,425.00 per dwelling unit built on a
permit issues on or after July 1, 2008, and $2,975.00 per unit after January 1, 2010. An anticipated $47
million will be raised under this scheme over the next five years. It has been estimated that the actual cost
of new school construction ranges $12,000 -$13,000 per new home.
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residential real estate development can be a driver of New Mexico’s economy. On the
other hand, haphazard or short-sighted growth patterns put the long-term economic health
of New Mexico communities at risk. Decisions regarding growth patterns and
development financing have a tremendous impact on local government budgets, the
quality of public education, and New Mexicans’ quality of life. Because the stakes of
development policy are so high, the importance of open and honest policy-making is near
its zenith in the development arena. Enormous campaign contributions from the
development industry may well inhibit our state leaders’ ability to make development
policy based on the shared interests of New Mexicans. Forest City Covington cites
“motivated political leadership” as a key ingredient to success at the Mesa del Sol
development.15 Indeed, knowing the forces that drive and motivate our elected leaders is
essential to understanding legislative outcomes in New Mexico.
Methodology
The National Institute on Money in State Politics supplied campaign contribution
data for this report. The author conducted a series of interviews with the New Mexico
Department of Finance and Administration, the New Mexico Economic Development
Department, the New Mexico Mortgage Finance Authority, Mesa del Sol, the National
Association of Office and Industrial Properties, the Central New Mexico Home Builders
Association, the New Mexico Home Builders Association and the City of Albuquerque.
Conversations with public interest groups, tax experts and lobbyists also contributed to
the report.
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