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Bill Summary: 
 
HB 327 creates the Higher Education Finance Act for the purpose of outlining a funding formula 
methodology that will use a unit value concept to allocate for instruction and general (I&G) 
funding to public postsecondary education institutions. 
 
Among its provisions, HB 327 defines: 
 

• “degrees” to mean degrees or certificates; 
• “state educational institution” as an institution of higher education enumerated in Article 

12, Section 11 of the Constitution of New Mexico (see “Technical Issues,” below);1 
• the terms “branch community college,” “comprehensive institution,” “independent 

community college,” and “research institution,” and 
• includes these entities in the definition of “public post-secondary educational institution.” 

 
Other provisions of the bill: 
 

• require each public postsecondary educational institution to provide data pursuant to an 
institutional finance schedule issued by the Higher Education Department (HED), which 
includes: 

 
 financial data; 
 enrollment data; 
 performance data; and 
 any other data required by HED; and 

 
• establish a funding formula for I & G budgets of public postsecondary educational 

institutions based on units and a uniform dollar value per unit determined by HED taking 
into account the availability of legislative appropriations; 

 

                                                 
1 Includes the University of New Mexico, New Mexico State University, New Mexico Highlands University, Western 
New Mexico University, Eastern New Mexico University, New Mexico Institute of Mining and Technology, New 
Mexico Military Institute, New Mexico School for the Blind and Visually Impaired, New Mexico School for the 
Visually Handicapped, New Mexico School for the Deaf, and Northern New Mexico State School. 
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• allocate a minimum of 25 units and a maximum of 100 units (see “Technical Issues,” 
below) to public postsecondary educational institutions as outlined in the following table 
and summarized below: 

  
 Unit Category Units 

 
Percent of Total Units 

 Workload Components   
(1) Student Credits 20 to 50 units 20 to 50 percent 
(2) Dual Credits 1 to 10 units Up to 10 percent 
 Statewide Performance Measures   
(3) Degrees awarded 1 to 15 units Up to 15 percent 
 Mission-Specific Measures   

(4) Academic progress for 30 to 60 course credits 
towards a degree 

1 to 10 units  

(5) Amount   of   funding   received   by   research 
Institutions 

1 to 10 units Up to 10 percent 

(6) Fixed Costs 1 to 5 units Up to 5 percent 
 Total Units 25 to 100 

 
100 percent 

 
(1) 20 to 50 units based on credits from courses in which students received a grade with 

adjustments for the type and level of courses; 
(2) 1 to 10 units based on the number of dual credits awarded to a student who completed 

the course and received a grade; 
(3) 1 to 15 units based on the number and types of degrees and certificates awarded with 

adjustments for: 
 

 associate or bachelor’s degrees awarded in science, technology, engineering, 
mathematics, or health science (STEM); and 

 degrees awarded to students from financially at-risk populations; 
 

(4) 1 to 10 units for a branch community college, independent community college, 
comprehensive institution, or state educational institution based on the number of 
students who completed 30 or 60 course credits applicable toward a degree or 
certificate (see “Technical Issues,” below); 

(5) 1 to 10 units for a research institution based on the amount of research funding 
attained from sources other than legislative appropriations; and 

(6) 1 to 5 units as the base amount to contribute toward the fixed costs of public 
postsecondary educational institutions; and 

 
• require HED: 

 
 by November 1, 2014 to promulgate rules detailing the bases for calculating the 

annual I&G budget, including the rationales, policies, and considerations for 
determining: 

 
 the uniform dollar value per unit; 
 the unit allocations to public postsecondary educational institutions; 
 adjustments to unit allocations within prescribed ranges; and 
 departures, if any, from adherence to the unit ranges prescribed in the Higher 

Education Finance Act or HED rules; 
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 by September 1, 2015 and September 1 of each subsequent year, to provide a report 
to the Legislative Finance Committee (LFC) outlining: 

 
 the prior academic year uniform dollar value per unit for all institutions; 
 unit allocations; 
 adjustments to the unit allocations for each institution; and 
 departures, if any, from the prescribed ranges or HED rules; and 

 
 by January 15, 2016 and January 15 of each subsequent year, provide a report to the 

LFC outlining: 
 

 the subsequent academic year uniform dollar value for all institutions; 
 unit allocations; 
 adjustments to the unit allocations; and 
 departures, if any, from the prescribed ranges or HED rules. 

 
Finally, HB 327 is the subject of House Executive Message #110. 
 
Fiscal Impact: 
 
HB 327 does not contain an appropriation. 
 
Fiscal Issues: 
 
The Central New Mexico Community College (CNM) bill analysis suggests that further study 
may be warranted because the outcome-based units determined by HED could result in 
redistribution of funds from some higher education institutions to others. 
 
The New Mexico Independent Community Colleges (NMICC) bill analysis notes that because 
each institution would receive a minimum of 25 units and a maximum of 100 units, it appears 
that the largest I&G budget could be at most four times the smallest. 
 
Currently, HED develops its budget recommendation for higher education institutions based on a 
prior-year base and performance measures.  According to Volume II of the LFC’s FY 2015 
Budget Recommendations, the FY 15 HED budget recommendation for I&G budgets included 
11 percent that was tied to performance-based outcomes.  These and other recommendations are 
considered by the Legislature, which appropriates funds to each individual higher education 
institution. 
 
Technical Issues: 
 
The definition of “state educational institution” references certain institutions from Article 12, 
Section 11 of the Constitution of New Mexico, which includes the New Mexico Military 
Institute.  It is unclear whether the New Mexico Military Institute’s postsecondary functions 
would qualify it for funding through the proposed funding formula. 
 
Page 4, lines 15 through 19, allocate a range of 1 to 10 units for a branch community college, 
independent community college, comprehensive institution, or state educational institution based 
on the number of students completing 30 or 60 credit hours applicable toward a degree.  Because 
of the definition of “state educational institution,” it appears that research institutions would be 
entitled to those units as well. 
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As a result, HB 327 requires HED to allocate a maximum of 110 units to research institutions 
and a minimum of 26 units.  However, this appears to be in conflict with the 100-unit maximum 
and 25-unit minimum prescribed on Page 3, lines 20 through 23. 
 
If it is the sponsor’s intent that research institutions ought not to qualify for those units on Page 
4, lines 15 through 19, the sponsor may wish to amend language in that section or within the 
definitions to exclude them.  However, if the sponsor intends research institutions to qualify for 
those units, the sponsor may wish to amend the unit maximums and minimums to reflect those 
units. 
 
Substantive Issues: 
 
There may also be a point of concern regarding the relationship between the act created in HB 
327 and existing provisions regarding the higher education funding formula.  Section 21-2-5.1 of 
the Post-Secondary Educational Planning Act requires HED to develop a funding formula “that 
will provide funding for each institution of higher education to accomplish its mission as 
determined by a statewide plan.”  Statute further identifies a number of factors that this formula 
“may” include, among them: 
 

• consideration of competitive faculty salaries and benefits; 
• recognition of additional costs as a result of increases in enrollment; and 
• funding of off-campus courses and other nontraditional delivery systems “at a level 

sufficient to allow their development.” 
 
Because the language in existing law is permissive and the language in HB 327 is prescriptive, 
the two sections may not actually conflict; however, how the two sets of provisions might 
interact seems unclear. 
 
Also unclear is how the provision in HB 327 allocating a range of 1 to 10 units based on the 
number of dual credits awarded to a student who completed the course and received a grade 
would interact with existing law (Section 21-1-1.2 NMSA 1978), which requires HED to revise 
procedures in the funding formula to address enrollments in dual credit courses and to encourage 
institutions of higher education to waive tuition for those courses.  As this statutory provision is 
currently applied, HED does not take credit for waived tuition for dual credit courses when 
allocating funds to a postsecondary institution.  If both this provision and the one in HB 327 
were in effect, postsecondary institutions may receive double funding based on the dual credits 
awarded. 
 
HB 327 requires adjustments to the units allocated based on the number and types of degrees 
awarded for: 
 

• associate or bachelor’s degrees awarded in a STEM field; and 
• degrees awarded to students from financially at-risk populations. 

 
It is unclear why graduate degrees from STEM fields are not included for the purposes of this 
adjustment.  Graduate degrees in STEM provide an alternative avenue to teaching licensure for 
those subjects, and the Legislature has supported the notion that teachers in those fields are in 
high need through appropriations in recent years. 
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On the point of teacher training, the proposed funding formula does not explicitly provide for 
adjustments on the basis of metrics associated with teacher education and licensure.  As a result, 
it is unclear how the proposed formula would affect the Colleges of Education in the state. 
 
HED’s bill analysis asserts that a formula that calculates most of an institution’s I&G budget 
based on performance measures would likely lead to higher overall performance on those 
measures. 
 
Background: 
 
Narrative in Volume II of the LFC’s FY 2015 Budget Recommendations provides a brief history 
of higher education budgets, including a discussion of recent changes to the I&G formula 
employed by HED.  Relevant sections of that narrative have been attached for reference. 
 
Committee Referrals: 
 
HEC/HAFC 
 
Related Bills: 
 
None as of February 13, 2014. 



SOURCE:  Legislative Finance Committee FY 2015 
                     Budget Recommendations - Volume II
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