NEW MEXICO HIGHER EDUCATION DEPARTMENT REPORT ON THE SOLVENCY OF THE LOTTERY
TUITION FUND

Senate Memorial 101, 2013 Session

December 1, 2013

SM 101

The New Mexico State Senate passed Senate Memorial 101 during the 2013 Legislative Session requesting the Higher
Education Department (HED) to form a work group to study the solvency of the lottery tuition fund and make
recommendations. The Memorial identified where the work group would come from and HED requested and received the
member names as listed in the Memorial.

The purpose of Senate Memorial 101 was to study methods, efficacy and ramifications of those methods, to increase the
short-term and long-term solvency of the lottery tuition fund including:

A. increasing the merit qualifications required of recipients;

B. increasing the financial-need qualifications required of recipients;

C. allowing one or more gap years before the commencement of enrollment and attendance at a public higher
educational institutional to allow time for maturation and work force experience;

D. providing additional sources of funding for the legislative lottery scholarship program;

E. reducing the amount of each, or certain, legislative lottery scholarship awards, including tiered awards based on a
standardized balancing of recipient qualifications criteria; and

F. any other measures that the work group deems relevant and appropriate.

Background

In 1996, state lawmakers created the Legislative Lottery Scholarship program. Over 82,000 students have attended New
Mexico public higher educational institutions with the help of this scholarship. Under the current state law, legislative
lottery scholarships are given to state resident students who enroll and attend a four-year or two-year public higher
education institution in the state immediately upon completing a high school curriculum at a public or accredited private
New Mexico high school, immediately upon receiving a high school equivalency diploma (GED). A student who
maintains a 2.5 grade point average on a 4.0 scale and who enrolls in 12 credit hours is eligible to receive a legislative
lottery scholarship to begin the second semester of enrollment.

Work Group Overview

The Higher Education Department held the first Legislative Lottery Scholarship Work Group meeting on July 25, 2013.
The work group was to compile a variety of student data regarding awards made from the lottery tuition fund. In advance
of the meeting, the department prepared for the work group members a 34 page document providing the student data as
outlined in the Memorial. During this meeting several work group policy considerations were presented for discussion to
include the following; college grade point average, financial needs-based test to earn and maintain eligibility, Free Federal
Financial Aid Form (FAFSA), undocumented students, flat rates for each semester, credit hours, capping tuition
reimbursement, eliminating semester eight, grandfathering current lottery recipients, remediation courses, order of payee,
and expansion requests.
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On September 6, 2013 the Legislative Lottery Scholarship Work Group members reconvened to review lottery
scholarship student data, current revenue projections and expenditures. Using the data provided by HED, the work group
members recommended proposals for allocating projected available annual lottery scholarship revenue of $40M. The
work group was split into 4 sub-groups and the sub groups provided the following:

fixed payment amount to all students;

increase the grade point average (GPA) to a 2.75;

decoupling the awards as a percentage of tuition;

eliminate the 8" semester;

require 15 credit-bearing hours per semester;

front loading and back loading approach which would allow a student to receive more funding as a second year
student vs. fourth year student; and

» flat rate by sector model to separate rates between two-year and four-year institutions.

YV VVVVYY

The final work group meeting objective on October 11, 2013 was to compile recommendations towards the solvency of
the legislative lottery scholarship. HED provided the work group members a 28 page document summarizing the earlier
work of the 4 sub-groups along with numerous ideas towards solvency and the impact of each towards solvency. Votes
were taken on each possible solvency idea with no consensus achieved on any idea. The one exception was the concept of
decoupling the award as a percentage of tuition (only 1 vote was uncertain).

Senator Michael Sanchez and a representative from the Legislative Education Study Committee presented 7 options on
possible additional revenue sources including the increase of property taxes; increase on gross receipts taxes; increase
income taxes; draw money from the permanent fund; tax the oil and gas revenues and/or reopen the gaming compacts.
Some members expressed their support for increasing revenue sources. However, the work group did not endorse any
specific possible additional revenue source.

Therefore, there was no consensus from the work group on methods for a long-term solvency solution to the legislative
lottery scholarship. The work group did not agree on any recommendations to be provided to the legislature.

Secretary Garcia reminded all that without a solution, the legislative lottery scholarship awards will be reduced under state
statutes as follows:

§ 21-1-4.4. Commission on higher education department; determination of tuition scholarships; use of
lottery tuition fund

“Prior to June 1 of each year, the higher education department shall determine the amount of money
available for tuition scholarships at state public post-secondary educational institutions. Based on the
amount appropriated by the legislature from the lottery tuition fund and on the projected enrollment at
all public post-secondary educational institutions, the higher education department shall establish the
percentage of tuition that shall be awarded for qualified resident students attending New Mexico
public post-secondary educational institutions. The percentage of tuition awarded shall be the same for
each institution, regardless of the actual cost of tuition at each institution.
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SM 101 Work Group Members:

Chair Secretary Jose Garcia, Higher Education Department (HED)
House Representative Rick Miera

House Representative Tomas Salazar

House Representative James White

House Representative Dennis Roch

Senate Senator Michael Sanchez

Senate Senator John Arthur Smith

Senate Senator Stuart Ingle

Senate Senator Gay Kernan

LFC Director David Abbey (Tracy Hartzler-Toon alternate)
LESC Director Frances Maestas (Travis Dulany alternate)
CUP Dr. Bernadette Montoya NMSU

CUP Dr. Steven Gamble ENMU

CUP Dr. Terry Babbitt UNM

ASSOC CC  Dr. Cheri Jimeno NMSU Alamogordo

IND CC Dr. Eugene Padilla CNM

Student R Malcolm Lockett NM Tech
Student R Jeremy Witte NMSU

Student R Isaac Romero UNM

Student C Marisa Chavez NNMC

Student C Miranda Martinez NMHU
Student CC Dylan Didkel CNM

Student CC Dan Chadborn UNM - Valencia

The chart below provides a table on fund balances and projected expenditures for the Legislative Lottery Scholarship:
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FYO8 | FYO9 | FY10 | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18
I S Institution Shortfall S- S- S- S- S- S- [$10.2|534.7|542.1|550.3 | $59.3
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Summary Table Fund Balances FY 2008-2012 Fund Balance Projections
Description FYO08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18
S FY Starting Balance S 625|$ 679|S 69.0(S$ 655|$ 53.7|S$ 37.0|S$ 87| - 1S - s - |s -
Reserve S 100 S 100] $ 100 $ 100 S 10.0
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$ Tobacco One-Time Money S 9.0
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