Accountability in Government
Selected Performance Highlights
3" Quarter, Fiscal Year 2014

Pursuant to the Accountability in Government Act (AGA), quarterly reports are
required of key agencies including performance measures and results approved by
the Department of Finance and Administration (DFA), and other measures the
agencies consider important to operations. Each quarter, LFC analysts review
agency performance reports and develop report cards for select measures.

Overview: Three-quarters through FY14, agency performance results are mixed
with many agencies missing targeted levels. Of particular note are declining
caseloads in support programs such as the Temporary Assistance for Needy
Families Program (TANF), the Supplemental Nutrition Assistance Program
(SNAP), the Women, Infants, and Children Program (WIC), and the child care
subsidy program. The associated agencies have not been able to provide an
explanation for the declining caseloads while the state still suffers from high
unemployment, slow income growth, poverty, and high food insecurity rates. This
performance report now also includes a quarterly investment report.

Performance of note, by major area, in the third quarter is as follows:
Education (pg. 8-13)

e PED improved its vacancy rate significantly in the past several months to
approximately 12 percent. In November 2013, the department reported
approximately 50 funded vacant positions. PED modestly increased FTE
during the third quarter; however, it currently has 217 vacancies,
significantly more than the department had in July 2012.

e All research institutions and some two-year colleges improved retention
rates over targeted rates and many others improved over prior-year rates.
Colleges and universities implemented programs to improve student fall
2013 to fall 2014 retention rates, but most of the programmatic changes
resulting from the state’s funding formula revision will be reported in FY15,
with the 2013 student cohort.

Human Services, Behavioral Health, and Medicaid (pg. 14-15)

e TANF and SNAP caseloads continued to decline in the third quarter.
Although HSD cannot fully account for the falling caseload, it generally
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attributes decreases to monthly benefit allotments, increased eligibility for
Social Security, and more stringent eligibility enforcement. A U.S. district
court judge recently ordered HSD to process backlogged cases immediately.

e HSD reported it must defer reporting for the Behavioral Health
Collaborative until the fourth quarter due to transitioning to the Centennial
Care program and the timing of the reporting cycle for claims and services.

Health (pg. 16-18)

e The number of developmental disabilities (DD) Medicaid waiver clients has
grown by over 400 as the Legislature increased funding for DD waiver
services by 9.4 percent from FY12 to FY14. However, the department
continues to revert millions of unspent dollars even as the number of people
on the waiting list for DD waiver services continues to grow and now stands
at over 6,000. DOH reports reverting funds is due to the inability to add
people on to the waiver quickly enough for them to expend a full year’s
budget for services, waiver clients’ expenses have declined somewhat
following the implementation of the support intensity scale (SIS) needs
assessment tool and new DD waiver service rates and packages.

e DOH reports the occupancy rate for staffed beds was 66 percent in the third
quarter of FY14. However, the average occupancy rate for all licensed beds
was less than 59 percent at the end of the third quarter. Measuring the
facilities’ occupancy rate per licensed bed is a better indication of the state’s
overall return on investment, particularly as the Legislature continues to
appropriate sufficient funding to fill positions within the facilities and
increase the occupancy rates.

Aging and Long Term Services (pg. 19)

e The Legislature increased funding for Aging Network services by $1.6
million in FY13, $1.3 million in FY14, and $1.6 million for FY15, but the
numbers of consumers and meals being served are decreasing each fiscal
year. The Legislature has annually expressed its intent that funding
increases for the Aging Network be used for meals, but in FY14 the
governor vetoed the language. For the third quarter, the agency reported
budget increases in FY13 and FY14 were used for transportation, fuel,
caregiver support, senior centers and offsetting rising food prices. Given
New Mexico is one of the states with the most food insecurity, food
provision should be a priority.



Children, Youth and Families (pg. 20-21)

The Children, Youth and Families Department (CYFD) struggled to meet
performance measures in the Protective Services program, particularly of
concern is 11 percent of children who have been subjected to substantiated
maltreatment experience a recurrence within six months. The 2012 national
recurrence average was 7 percent.

In New Mexico, 25 percent of victims of maltreatment are aged 0-4, and are
at the greatest risk of adverse childhood experiences.

In FY14, child care assistance was appropriated $95.6 million from all
sources to serve an estimated 22,000 children; however, as of April 2014
only 17,535 children were enrolled resulting in a significant TANF
carryover.

CYFD is in the process of implementing a number of initiatives to enhance
and support the quality of care for children in early childhood programs
including amending the current child care assistance and licensing
regulations and increasing infant and toddler monthly reimbursement rates
for licensed child care.

Public Safety (pg. 22-25)

The Department of Public Safety (DPS) increased traffic enforcement
operations resulting in fewer alcohol-related traffic fatalities, suggesting that
the department’s operations have a positive impact on traffic safety.

The Motor Transportation Division of DPS was below target on commercial
motor vehicle inspections and citations due to continued elevated vacancy
rates.

Due to vacancies in the fingerprinting unit, the department fell behind on
processing fingerprint cases but began hiring contractors to assist with
backlogs.

While the New Mexico Corrections Department (NMCD) kept inmate-on-
inmate assaults and inmate-on-staff assaults to a minimum, the department
had one fatality related to gang violence at Southern New Mexico
Correctional Facility in Las Cruces.
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Even though the Legislature emphasized reducing recidivism rates, all
NMCD recidivism-related measures are not meeting FY14 targets and
should remain an area of concern. In the future, if recidivism rates do not
decrease the inmate population will grow and incarceration expenses will
increase.

Transportation (pg. 26-27)

The department continues to make progress on the number of traffic and
alcohol-related, and non-alcohol-related fatalities — all of which are tracking
far below FY14 targets and potentially FY13 results. The department
attributes this improvement to high-visibility law enforcement operations
and more intensive DWI enforcement programs.

The percent of airport runways in satisfactory or better condition stands at
50 percent — 10 percent below FY14 targets. According to the department,
the results have been negatively impacted by new testing methods instituted
by the department, and are not indicative of the overall safety of airport
runways.

Critical measures for the percent of interstate and non-interstate miles rated
good and the number of systemwide miles in deficient condition are still not
available from the department. The lack of timely data prevents an adequate
assessment of transportation infrastructure funding shortfalls and its
relationship to the condition of highways, roads, and bridges in New
Mexico.

NMDOT’s vacancy rate remains high but continues to decline as a result of
intensive recruitment and retention actions.

The annual number of riders on the Rail Runner increased slightly in the
third quarter but is still tracking far below the FY 14 target.

Natural Resources (pg. 28-38)

Although the number of acres in the state treated for overgrowth increased in
the third quarter to 9,672 acres, estimates are that 50 thousand to 100
thousand acres should be treated per year to proactively thin overgrown
forests so they are more resilient to fire, drought, insects and disease. In
FY15 appropriations more than doubled, including $6.2 million for
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watershed restoration, $400 thousand for hazardous fuels mitigation, and
$1.3 million in federal funds for these projects.

e Adjudication of water rights continues at a glacial pace. LFC staff, with
cooperation from AOC staff, developed a quarterly progress report on
adjudications containing goals, budgets and FTE, as well as quantitative and
qualitative progress metrics. For the Lower Rio Grande adjudication, which
began in 1996, 45 percent of the total number of subfile orders have been
filed to date. A subfile is a water claim or collection of water claims within a
specific hydrographic survey area which is/are associated with the same
person(s) or entity.

e The Office of the State Engineer ramped up hiring, but water rights
application backlogs continue to increase. The agency continues to struggle
to manage water users’ high demand for services attributable to the ongoing
drought and high oil and gas activity in the Permian Basin.

e New Mexico is ranked 44th nationally in workplace fatalities, as of 2011.
Four out of the five years for which data is available, New Mexico has
higher rates of private sector occupational injuries and illnesses than the
national average.

Economic Development and Tourism (pg. 39-41)

e The Economic Development Department reported 1,939 new jobs for the
first three quarters of FY14; however, employment indicators show negative
growth overall for the state. According to data from the Workforce
Solutions Department, New Mexico shed 1,000 jobs from March 2013 to
March 2014.

e The leisure and hospitality industry fell from the greatest employment gains
in the first quarter of FY 14 to fourth place in the third quarter. Due to some
uncertainty in the precision of the latest jobs data, it is not clear if tourism
continues to be a leading sector in New Mexico’s economy.

Workforce Solutions (pg. 42-43)

e The Workforce Solutions Department (WSD) reduced the average wait time
to complete a transaction with the unemployment insurance (Ul) call center
by 31 minutes, or 45 percent.



General Government (pg. 44-51)

DolT successfully transferred the state’s SHARE system to new hardware
(called “replatforming,”) and indicated it would release an updated plan for
upgrading the antiquated SHARE software in the next few months.

Motor Vehicle Division (MVD) field office and call center wait times
continue to track better than agency targets. Wait times in field offices were
just over 18 minutes and call center wait times were just under four
minutes—performance that compares favorably to some of the best MVD
offices in other states.

The State Personnel Office reports the average number of days to fill a
position improved again in the third quarter to 76 days, however this is still
nearly double the FY14 target and above FY12 and FY 13 actuals.

State employee average overtime per month and the percent of employees
receiving overtime is tracking above the FY14 target at 16 hours and 18
percent respectively. This is a concern because, as SPO states in their 2013
Classified Service Compensation Report, there is a correlation between
vacancy rates and overtime hours worked.

Projected payments from the public liability fund increased, with civil rights,
including employment claims, and professional liability, including medical
malpractice and law enforcement claims, having worrisome trends.

The Group Benefits Program is promoting wellness checkups during work
hours and giving a $25 gift card as a financial incentive to employees to
identify health cost trends earlier.

Out of 152 third quarter projects for the Facilities Management Division, 16
were off schedule due to poor planning and weak project management.

Largely because of efforts to remove underutilized vehicles from agencies,
the percent of short-term vehicles in use is higher than last year at this time.

After a year of declining numbers, procurement violations are on the rise
again and most reflect inadequate procurement staff training and oversight.



Courts (pg. 52)

The Administrative Office of the Courts completed implementation of the
Odyssey Case Management System (CMS) in the Metropolitan Court in
Bernalillo County. The AOC has now implemented the CMS in all courts
except for the Court of Appeals and the Supreme Court.

IT Projects (pg. 53-56)

DFA reports it largely completed Phase | of a project to improve business
processes related to the statewide human resource, accounting and
management reporting (SHARE) system. Phase | focused on cash control
processing. Phase Il is now underway and includes implementing leading
business processes and controls for payment processing and general ledger
processing, which will position the state for future software releases of
SHARE. DFA identified $54 thousand in its FY14 operating budget for the
initial phase of this project, but has yet to secure full project funding.
Resolving historical cash reconciliation variances is not within the Phase I
project scope.

Investments (pg. 57- 65)

For the quarter ending March 31, 2014, Public Employees Retirement
Association (PERA) earned 1.87 percent, Educational Retirement Board
(ERB) earned 2.3 percent, and State Investment Council (SIC) earned 2.01
percent through the Land Grant Permanent Fund (LGPF) and 1.98 percent
through the Severance Tax Permanent Fund (STPF). Given the annual
target returns are 7.5 to 7.75 percent, in the 5-year period PERA earned an
annualized rate of return of 14.83 percent, ERB earned 15.0 percent, and
SIC earned 13.15 percent through the LGPF, and 12.5 percent though the
STPF. Long-term annualized returns reflect lesser investment performance
for all investment agencies because they are a function of adverse economic
conditions during recessionary years and asset allocations that did not
include alternative investments. Ending balances for the quarter are $14.2
billion for PERA, $10.9 billion for ERB, and $18 billion for SIC ($13.7
billion for LGPF and $4.3 billion for STPF).
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Performance Report Card
Public Education
Third Quarter, Fiscal Year 2014

Department Operations. It appears operations at the Public Education
Department are improving, as indicated by decreased audit findings in the
department’s FY13 audit and a decreased vacancy rate. However, there are
still areas that could improve. The department established a plan in FY13 to
resume auditing local education agencies for funding formula components
and program compliance annually to ensure funding is claimed
appropriately. PED resumed auditing in the first two quarters of FY13;
however, to date, the department has only completed one audit of charter
school membership since the second quarter of FY13. PED should continue
to work to address school district concerns about the quality of technical
assistance and PED guidance.

Many divisions are understaffed and the department has struggled to fill
vacant positions.  Additionally, high turnover continues to present
challenges. Appropriations for employee salaries and benefits increased in
FY13 and FY14; however, the department has struggled to increase the
number of FTE significantly during that period of time. In November 2013,
PED indicated approximately 35 vacant positions were in various stages of
recruitment. At the end of the third quarter, the organizational listing report
(TOOL) indicated PED had 204 FTE, despite the agency having funding for
approximately 50 additional FTE. However, the June TOOL indicates 217
FTE are filled. This will likely result in improved technical assistance and
oversight during the fourth quarter and into the future.

PED needs to continue to improve the accuracy of data reported in their
quarterly reports.

Reported Student Outcome Data. Limited student outcome data is available
during the third quarter. Much of that information, including student results
on the Standards-Based Assessment and school grades will be reported in the
next few weeks. Policymakers are eagerly awaiting this data to assess
school and student performance over the last year.

FY13 Audits. PED’s FY13 audit was recently released with an unmodified
opinion, noting 164 findings. The department’s audit includes all state-
chartered charter schools — 51 for FY13 — as component units. The audit did
not identify any deficiencies in internal controls considered to be material
weaknesses for either financial reporting or compliance at the department;
however, the audit did identify a number of deficiencies in internal controls
considered to be significant deficiencies including in several major federal
awards programs. The audit noted 14 findings directly attributable to the
department, eight of which are repeat findings dating back to 2010. PED
resolved eight findings noted in the FY12 audit and received two fewer new
findings than in FY12, indicating improved oversight over financial
functions in FY13.

The remaining findings are attributable to state-chartered charter schools and
the Division of Vocational Rehabilitation. PED’s FY12 and FY13 audits
noted ongoing issues regarding oversight of and communications with
charter schools. The number of findings directly attributable to state-
chartered charter schools decreased from FY12 to FY13; however there is
still room for improvement.



Lake Arthur submitted their FY13
audit in April 2014 receiving a
qualified opinion noting 10 findings,
seven of which were considered to
be material weaknesses — three
repeat and four new - the
remaining three findings were
considered to be significant
deficiencies. Lake Arthur resolved
five of the prior year findings.

Truth or Consequences submitted
their FY13 audit in February 2014.
The audit notes 16 findings, many
of which are considered to be
material weakness or significant
deficiencies over internal controls.

The maintenance of effort (MOE)
requirement under Part B of the
federal Individuals with Disabilities
Education Act (IDEA-B), 34 CFR
8300.163(a), states "a state must
not reduce the amount of state
financial support for special
education and related services for
children  with  disabilities, or
otherwise made available because
of the excess costs of educating
those children, below the amount of
that support for the preceding fiscal
year."

If New Mexico does not prevail in
its request for a waiver in FY11, the
state could face a reduction of up
to $35.2 million in federal IDEA-B
funding.

PED’s management response to certain deficiencies indicates the department
has increased the number of accounting staff assigned to its Audit and
Accounting Bureau and is committed to continuing to improve financial
operations and financial oversight of school districts.

Of the 89 school districts, Des Moines, Gadsden, Jal, Lake Arthur, Las
Vegas City, Mountainair, Socorro, and Truth or Consequences did not meet
the November deadline for filing their FY13 audit. As of June 3, 2014 Des
Moines and Las Vegas City Schools still have not submitted their FY13
audits. Des Moines submitted their FY11 audit in May 2014 and it is still in
review. This is the second audit submission in six months. Las Vegas City
School’s FY12 audit, submitted in December 2013, received multiple
opinions. The audit notes several material weaknesses and significant
deficiencies over internal controls and compliance. The department has not
submitted their audit on time since 2006.

Federal Special Education Maintenance of Effort. The first in a series of
administrative hearings on the state’s federal special education MOE waiver
request was held in March. The hearing focused on whether or not a federal
provision allows the state to reset the base year lower than any previous base
year under certain circumstances. PED’s argument relied on a provision that
allows a state, when the state’s IDEA-B grant exceeds the amount awarded
the previous fiscal year, to reduce the level of expenditures for educating
special education students made from state sources by not more than 50
percent of the amount of excess if certain requirements are met. However,
the hearing officer disagreed and denied the state’s request to reset the base
year as FY10 for calculating the FY11 shortfall. It is unclear if the hearing
officer’s determination is final; however, it appears likely that an
administrative hearing on the merits of the waiver request is the next step.
PED will be required to show that financial hardship existed in FY11,
including moving forward with the state’s arguments to reduce the shortfall
for reduced special education workload and the retirement swap.
Additionally, the USDE noted another waiver provision in IDEA if a state
provides “clear and convincing evidence that all children with disabilities
have available to them a free and appropriate public education (FAPE).”
PED should also consider moving forward with a FAPE waiver request, as
was noted in the LFC’s August 2013 Special Education evaluation.

Prior to the hearing, PED was hesitant to distribute the $10 million
appropriated to the newly created supplemental special education
maintenance of effort distribution during the 2013 legislative session for
FY14. If the USDE found in favor of the PED’s argument to reset the base,
distribution of the $10 million may not have been needed. However, given
the recent USDE decision, LFC staff estimates the department needs to
distribute the entire $10 million in FY14 to ensure the state meets its MOE
requirement. Additionally, PED will likely need to make a modest transfer
of the SEG to the supplemental distribution to meet MOE in FY14.



Performance Report Card
HIGHER EDUCATION:
Colleges and Universities, Health Sciences Center, & Higher Education Department
Third Quarter, Fiscal Year 2014

COLLEGESAND UNIVERSITIES

Performance Overview: New Mexico's colleges and universities report one performance measure
quarterly, reporting all other measures annually and some with multi-year data. This report tallies fall
2012 to fall 2013 progress for a limited number of students — who are first-time, full-time, degree-
seeking freshmen, the majority being recent high school graduates. The report excludes retention data for
part-time students, transfer students, or those who are not degree-seeking. For most institutions,
particularly two-year colleges, this latter group comprises the mgjority of enrolled students.

Importantly, retention rates have improved at research institutions and many community colleges.
All institutions have implemented programs to improve fall-to-spring and fall-to-fall retention rates and
have become more focused on student retention since the state began allocating an amount of general
fund appropriations based on improved student performance and program completion. As highlighted in
2013 interim LFC hearings, the May 2014 interim LFC hearing, and third quarter FY 14 performance
reports, institutions have continued efforts to improve academic counseling, design clearer degree
pathways, and formalize intervention practices to reach students mid-semester who experience
difficulties and need tutoring, encouragement, or counseling. Most of the four-year institutions have
implemented “living and learning communities,” which establish freshmen cohorts that live together in
residence facilities and receive similar academic and other supports. To impact retention, institutions are
also reviewing admissions criteria, student financial aid and retention data to remove hurdles and
improve student performance. Many community colleges have focused on campus-wide student
retention and revising remedia education delivery. Most colleges have implemented or are considering
implementing online programs to deliver student academic counseling and student support services.

Universities' Performance:

Measure: First-time, full-time, degree- FY 12 Actual FY 13 Actual TaFZtlg: Al FY 14 Actual

seeking freshmen from initial fall to fall (Fall 2010to (Fall 2011 to 201% to Eall (Fall 2012 to Rating

semester Fall 2011) Fall 2012) 2013) Fall 2013)

1 _ll\_lew Mexico Institute of Mining and 70.5% 74.4% 790 76.6% G
echnology

2 | New Mexico State University 71% 72% 72% 74.2% G

3 | University of New Mexico 74.1% 76.6% 77.8% 77.7% G

4 | Eastern New Mexico University 63.9% 62.5% 64.5% 58.1% Y

5 | New Mexico Highlands University 50.6% 55.3% 53% 47.2% Y

6 | Northern New Mexico College 54% 61% 66.5% 55% Y

7 | Western New Mexico University 50.4% 55.1% 53% 52.3% Y

Program Rating G G G

Comments. For the state's research institutions (#1-3), first-time, full-time, degree-seeking enrollment declined or remained
and fall-to-spring retention remained relatively flat, while fall-to-fall retention rates have moderately improved. Research
institutions continue to better align coursework and credits for community college transfers, helping students complete
programs faster. Both UNM and NMSU have changed tuition policies to encourage students to take 15 credit hours per
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semester. UNM also reduced the total number of credits needed to graduate, a practice recommended by the national non-
profit Complete College America. These policies are designed to affect timelier program completion, particularly for the
population measured here.

New Mexico's comprehensive institutions (#4-7) have less-selective admissions criteria, with WNMU and NNMC
having open enrollment policies. For the years reported, first-time, full-time, degree-seeking enrollment declined or remained
flat, though total student enrollment has increased. Fall-to-fall retention at comprehensive institutions declined over the past
year, this in spite of program changes and other initiatives in the past few years to improve retention. The 2014 cohort of
students will provide the first assessment of program changes on student retention. ENMU isrevising its freshman seminar to
encourage students to align college degrees with career aspirations and expectations. This effort is in addition to prior year
expansions of student support services. NNMC, recognizing the need for individualized student support may be contributing
to low retention rates, is implementing their EXITO project, investing in standardized surveys, and development and
expansion of a student advisement initiative. NMHU experienced a dramatic drop in the FY 12 student cohort reported here,
affecting the retention rate. The university has made changes to its admissions policy, graduation requirements, and academic
advising to address retention and program completion rates.

Community Colleges Perfor mance:

Measure: First-time, full-time, degree-seeking FY12 Actual | FY13 Actua | FY14 Target | FY 14 Actual
freshmen frominitial fall to following fall (Fall 2010to | (Fall 2011to | (Fall 2012to | (Fall 2012to | Rating
semester Fall 2011) Fall 2012) Fall 2013) Fall 2013)

1 | Eastern New Mexico University — Roswell 48.3% 60.5% 52.5% 60.4% . 'G__
2 | Eastern New Mexico University — Ruidoso 46% 43.8% 43% 32.9% -
3 | New Mexico State University — Alamogordo 50% 58.7% 59.5% 59.1% . '_G__
4 | New Mexico State University — Carlsbad 48.5% 45% 47% 47.6% '_G__
5 | New Mexico State University — DonaAna 63.1% 60.6% 64.8% 59.2% Y
6 | New Mexico State University — Grants 50% 47.8% 54% 50.9% Y
7 | University of New Mexico— Gallup 60.5% 66.3% 57.5% 60.5% G
8 | University of New Mexico — Los Alamos 60.6% 54.4% 57% 57.4% . '_G__
9 | University of New Mexico — Taos 49.6% 48.4% 49.5% 48.1% Y
10 | University of New Mexico — Valencia 59.9% 60.6% 55% 55.3% Y
11 | Central New Mexico Community College 56.8% 58.9% 59% 60.2% G
12 | Clovis Community College 40.9% 44.1% 50% 52.2% : 'G__
13 | Luna Community College 27.4% 34.6% 53.3% 44.9% : 'G__
14 | Mesalands Community College 63.0% 62.3% 63.1% 48.6% Y
15 | New Mexico Junior College 42.9% 62.6% 50% 58.9% Y
16 | SanJuan College 57% 53.6% 58% 55.7% Y
17 | Santa Fe Community College 56.9% 52.3% 59.5% 58.7% ! G_
Program Rating Y Y Y

Comments: As “open enrollment” ingtitutions, community colleges struggle with student retention. Challenges to retention
include: 1) alack of preparedness to complete college-level work; 2) improving employment opportunities for those without
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postsecondary credentials; 3) the difficulty in navigating and completing academic and financial aid processes, and; 4)
competing, non-academic pressures on students, such as employment or family obligations.

In order to improve long-term retention rates, two-year institutions continue to develop and implement retention
strategies. For example, ENMU-Ruidoso, piloted new retention software, “Back on Track”, in August 2013 which will be
fully implemented in the 2014-2015 school year (and affecting the 2014 student cohort for this measure). Some ingtitutions
have begun to register students in the current semester to encourage their return, and UNM-Los Alamos employed an early-
alert system to identify students who struggle academically, and will contact non-returning students to educate them on
financial aid and tutoring options to encourage their re-enrollment. The Higher Learning Commission, the regional
accreditor for all colleges and universities in the southwest, sponsors an Academy on Persistence and Completion, which
NMSU-Carlsbad is a participant, and focuses on data analysis of returning and nonreturning students to determine
components needed to improve student retention. A number of institutions have experienced drops in retention, to which they
attribute varying causes. Mesalands Community College, along with changes in faculty and leadership, changed the way
retention is measured to no longer include employees taking classes or workforce education classes. Two-year institutions
also attribute the growing economy and workforce opportunities to decline in enrollment.

UNIVERSITY OF NEW MEXICO HEALTH SCIENCESCENTER

Performance Overview: In addition to annua performance measures based on undergraduate and
graduate student completion and success on national licensing and other examinations, the University of
New Mexico Hedth Sciences Center reports quarterly measures related to the University of New
Mexico Hospital (UNM Hospital) and the Poison and Drug Information Center.

. Budget:
UNM Health Sciences FY12 FY13 FY14 .
560,117.4 1 2 3 Ratin
Center 3 Actual | Actual | Target Q Q Q 9
1 | Total number of UNM Hospital Clinic visits (cumulative) 432,817 455,437 454,728 129,564 | 261,433 | 383,615 _(_'5
2 Total numbei of UNM Hospital inpatient discharges 27,685 27,005 28405 6,865 13,652 20,250 G
(cumulative)
3 UNM Hospital inpatient readmission rate 4% 4% 4% 3.5% 4.2% 4.3% Y
Percent of human poisoning exposures treated safely at
4 | home after contacting the Poison and Drug Information 67% 67% 2% 67% 66% 66% <«
Center*
Program Rating G G Y

Comments: Both the target and the reported total number of UNM Hospital (UNMH) Clinic visits was adjusted to include
the newly established urgent adult care clinic, located within UNMH. The adult care clinic was established to provide the
appropriate level of care to patients who come to UNMH emergency room but do not require emergency care. In addition,
visits to the primary and specialty care clinics were down in the third quarter and visits to the urgent care clinic were higher
than projected.

According to atriage measure of treating exposures at home and not urgent clinics or emergency rooms, the Poison
and Drug Information Center’'s (PDIC's) performance sipped during the last few fiscal years but leveled out around 66
percent. New Mexico's slightly declining home treatment rates mirror the national trends, which have declined 2.5 percent
since 2007. While receiving fewer calls in total, more of these calls have come from hospitals, where the center provides a
valuable resource to emergency and other health care professionals, may be a result of broadly available and positive
professional education, and an increase in hospitals treating children with medication-related exposures. Given national
trends of PDIC call usage and broad access to other public sources of information, there may be better ways to measure PDIC
usage and effectiveness than treatments at home.

* Denotes House Bill 2 measure
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HIGHER EDUCATION DEPARTMENT

Performance Overview: The Higher Education Department (HED) reports mostly annual performance
measures reflecting student retention, completion, and employment at institutions, with a few quarterly
measures relating to department operations. The department maintained staffing in the capital projects
area and continued timely processing of capital requests and disbursements by institutions. The
department’s financial aid division reports annual data, and the measures are not included in this
quarter’ s report.

Policy Development Budget: FTE:
and Institutional $23,460.6 515
Financial Oversight

FY12 FY13 FY14 )
Actual | Actual | Target Q1 Q2 Q3 Rating

1 Number of adglt bagc education stuplents who pass the 1,800 1,854 2,000 300 1,450 1,462 Y
general education diploma (cumulative measure)
Number of adult basic education students obtaining

2 employment (cumulative measure) 678 1,065 1,000 o= 612 643 v
Percent of properly-completed infrastructure draws -

3 released to the state board of finance within 30 days of n/a 100% 100% 100% 100% 100% G
receipt from the ingtitutions

Program Rating G G Y

Comments: Because of changes to the high school equivalency diploma, a much higher than normal number of students took
the high school equivalency in December 2013, before rule changes took place. Due to the high number of students taking the
exam early in FY 14, HED anticipates low exam levelsin the fourth quarter.

13




Performance Report Card
Human Services Department
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Performance Overview: Over the past few years, the Human Services Department (HSD) moved to more
quality-oriented measures which target outcomes instead of output measures such as Medicaid enrollment. HSD
implemented reporting on a more robust set of Medicaid measures including prenatal care and emergency room
visits; however, resultstend to lag in Medical Assistance and Income Support due to reporting delays.

TANF and SNAP caseloads continued to decline in the third quarter. HSD cannot fully account for the declines,
but generally attributes the decreases to reduced monthly benefit allotments, increased digibility for Socia
Security, and more stringent eligibility enforcement. A US district court judge recently ordered HSD to process
backlogged casesimmediately.

Medical Assistance Budget: FTE: FY12 FY13 | FY14

Program $4,064717.0 1895 | Actd | Actua | Target | O Q2 Q3 | Raling

Percent of infantsin Medicaid managed care who had six or
1 | morewell-child visits with a primary care physician during 66% 66% 2% 56% 56% 50% Y
the first fifteen months* (cumulative)

Percent of children and youth in Medicaid managed care
2 | who had one or more well-child visitswith a primary care 86% 91% 92% 68% 78% 74% Y
physician during the measurement year* (cumulative)

Percent of children two to twenty-one years of age enrolled
3 | inMedicaid managed care who had at least one dental visit 73% 70% 2% 29% 48% 48% Y
during the measurement year* (cumulative)

Percent of chlldrer) in manageq carewi th persi *Sent asthma new 89% 95% 64% 67% 66%
who were appropriately prescribed medication

-

Percent hospital readmissions for children ages two to new

0, 0, 0, 0, 0,
seventeen within thirty days of discharge 6% 8% 8% % 6%

o

Percent hospital readmissions for adults eighteen and over, new

0, 0, 0, 0, 0,
within thirty days of discharge* % 10% 15% 13% 8%

o

Number of emergency room visits per one thousand new
Medicaid member months*

ol

39 45 40 38 26

Percent of individualsin Medicaid managed care ages new
eighteen through seventy-five years of age with diabetes
(type 1 or type 2) who had a HbA1c test during the
measurement year

84% 86% 39% 58% 41% Y

Percent of newborns with Medicaid coverage whose new
mothers received a prenatal care visit in the first trimester or
within 42 days of enrollment in the managed care
organization

86% 85% 26% 25% 23% Y

Program Rating Y Y Y

Comments: The lag time for processing Medicaid claims makes it difficult to draw conclusions based on initial data. For
FY13, HSD essentialy met targets for the first three measures above for youth primary care and dental visits, so
improvement is expected each quarter during FY 14. Outcomes for the new health outcome measures are mixed, athough
emergency room visits are well below the target. Outcomes on certain key measures can be compared to other states that
report federal fiscal year 2012 outcomes on key federal core performance measures. For example, New Mexico's
performance for well child visits of 91 percent in FY 13, dightly exceeded the 90 percent average for other states, and for
infant well child visits New Mexico's 66 percent in FY 13, exceeded the national average of 60 percent. For dental visits,
New Mexico's 70 percent was much higher than the 43 percent for other states. For pre-natal care, New Mexico reported 86
percent of mothers received a prenatal visit within 42 days of enrollment, higher than the 78 percent reported by other states.

Medicaid Behavioral =~ Budget: FTE: Fyi12 FY13 | Fy14 .

Health Program $306,072.0 0 Actual | Actua | Target Q1 Q2 Q3 Reting
Percent of readmission to the same level of care or higher -

10 | for children or youth discharged from residential treatment ™% % 10% 8% 6% n/a G
centers and inpatient care*
Individuals served annually in substance abuse and/or -

11 | mental health programs administered through the 84,559 84,559 85,000 33,349 52,457 n/a G
collaborative statewide entity contract* (cumulative)

Program Rating G G Y
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Comments: The majority of behavioral health measures are reported separately in the Behavioral Health Collaborative report
card. Performance in the two measures reported under Medicaid Behavioral Health has been steady, but there have been
major disruptions in the provider network following HSD action to replace 12 providers. These providers had
reimbursements suspended due to credible allegations of fraud forwarded by HSD to the Attorney General (AG) for
investigation and eventually closed their doors. However, as of May 2014, the AG did not find credible evidence of fraud in
its investigation of two providers, although there were billing errors. New providers from Arizona have been rebuilding
capacity and optimizing services, but the behavioral health network remainsin transition.

Budget: FTE: FY12 FY13 FY14 .
1 2 3 Ratin
Income Support $916,759.6 1135 | Actua | Actud | Target | © Q Q g
12 )F/’((:ra?Tt of TANF clients who obtain ajob during the fiscal 51% 49% 50% Annual
13 Perc_ent of TANF two-parent recipients meeting federally- 29% 57% 60% 50% 36% 26% Y
required work reguirements*
Percent of TANF recipients (all families) meeting federally-
14 required work requirements® 42% 53% 50% 48% 38% 44% Y
Percent of children eligible for Supplemental Nutritional
15 | Assistance Program participating in the program at 130% of 82% 80% 88% 88% 82% 84% Y
poverty level*
Program Rating Y Y Y

Comments: HSD reported TANF and SNAP casel oads continued to decline in the third quarter. TANF cases in April fell to
13,351, down 8.1 percent from same month the previous year, and down more than 36 percent from the December 2010 peak
of over 21,000. The projected FY 15 TANF carry-forward is $59 million. The SNAP caseload in April was 190,517, down 4.4
percent from a year ago. The department cannot fully account for the declines, but generally attributes them to decreases in
maximum monthly benefit allotments (and other program changes in 2011), increased eligibility for SSI disability or social
security benefits, and more stringent enforcement of eligibility. Following a recent lawsuit, a US district judge ordered HSD
to cease disqualifying benefit applicants for any reason other than a failure to meet asset, income, or residency requirements,
and to cease the process of terminating benefits through its IT system ASPEN, which was designed to disqualify new and
renewing applications after 30 daysif a caseworker had not reviewed the case.

Enforcemgnt 63562 5 | Acud | Acud | Taga | O | @ | @3 | Raing
16 | Total child support enforcement collections, in millions* $130.0 $132.0 $135.0 $31.7 $30.5 $37.6 G
17 | Percent of child support owed that is coll ected* 57% 56% 60% 56% 56% 56% Y
18 | Percent of cases with support orders* 78% 84% 80% 84% 80% 78% Y
Program Rating G G Y

Comments: The Child Support Enforcement Division is a consistently strong performer. However, while division staff is
aggressively attempting to collect outstanding child support, it struggled to collect the percent of child support owed.

Budget: FTE: Fy12 FY13 FY14 .
Program Support $52,174.7 258 | Actud | Actudl | Taget | ¢ | @ | @ | Raing
Percent of federal grant reimbursements completed that
19 | minimize the use of state cash reserves in accordance with 81% 84% 100% 95% 95% 95% Y
established cash management plans*
Program Rating Y Y Y

Comments: Performance is generally good for Program Support; much effort has been put into improving reconciliation of
Medicaid billing processes and cash balances.

* Denotes House Bill 2 measure
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Performance Report Card
Department of Health
Third Quarter, Fiscal Year 2014

Performance Overview: The Department of Heath (DOH) continues to report on too few performance
measures to determine how effectively its meeting strategic and mission objectives in a cost-efficient way. The
agency should include more meaningful measures benchmarked to other states, including measures focused on
health outcomes and efficiency measures denoting average cost per client for the Public Health, Developmental
Disabilities Support, and Facilities Management Programs. The budgets for the Epidemiology and Response,
Laboratory Services, and Health Certification, Licensing and Oversight total $50.5 million, but these three
programs only report on four performance measures. For FY 15, LFC staff recommended and the agency agreed
to reinstate the department’s prior measures the governor vetoed in FY 13: substantiating cases of abuse, neglect,
and exploitation in state facilities; and conducting compliance surveys of the state's private adult residential care
and daycare facilities, however, this did not occur. The department instead submitted 30 measures, only five of
which were baseline measures tracked from the previous fiscal year with only four of these measures part of the
10 measures tracked in the General Appropriation Act.

The LFC program evaluation, New Mexico's Children: Risk Factors Impacting Health and Social Development,
serves as a model for important health performance measurement including population-based indicators given the
Department of Health’s mission is to positively affect population health. The Department of Health maintains
that population and performance accountability are two separate performance measurement types and has omitted
population health outcome measures. The LFC remains committed to tracking and reporting population health
performance measures similar to overall state performance data collected and reported on by other state agencies
(see box at bottom of chart).

. Budget: FTE:
Public Health FY12 FY13 | Fyi4 .
186,881.3 920 1 2 3 Ratin
Program 3 Actual | Actual | Target Q Q Q 9
1 :Dne]r:]i:]tl gd Erechoolers (nineteen to thirty-five months) fully 69.8% 71.6% 90.0% Annual n/a
Number of births prevented among teens ages fifteen to -
2 | seventeen receiving family planning services in agency-funded new 552 850 448 401 308 G
clinics*
3 Percent of Quit NOW enrollees who successfully quit using 33% 33% 20% 31% 31% 3206 Y
tobacco at seven month follow-up
Program Rating o © Y

Comments: Given Public Health is a $186.9 million program, having only three performance measures is inadegquate. The
program should consider adding outcome measures for teen pregnancies, low birth weight babies, childhood obesity, adult
immunizations, suicide, and substance abuse to align with its strategic plan. In FY12, the Public Health Program saw
improvement in its infectious disease program dealing with HIV/AIDS and sexually transmitted diseases, but saw reductions
in the numbers of people served by the Women, Infants and Children (WIC) Program. Inclusion of performance measures
for these programs is also recommended. Regarding measure 2, DOH’s New Mexico Indicator-Based Information System
(IB1S) does not provide teen pregnancy or birth rates by quarter, so measure 2 provides only a limited indication of the actual
impact on teen pregnancies and births. Among the states, New Mexico had the highest teen pregnancy rate in 2010 with 80
pregnancies per 1,000 women, followed by Mississippi, Texas, Arkansas, L ouisiana and Oklahoma.

: : Budget: FTE:
Epidemiology and FY12 FY13 | FYi14 .
Response Program $24,206.6 166 Actual | Actual | Target Q1 Q2 Q3 | Rating

Number of naloxone prescriptions provided in conjunction with

Drescrintion cpioits new basdline | 1,000 28 52 97 «o

4

Percent of emergency department and intensive care unit )
5 licensed staff at developing and existing trauma centers who new 60% 75% 68% 68% 7% G
have received training in traumatic injury care

Program Rating G N/A Y
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Comments: The department did not report performance measures in FY 13 for the Epidemiology and Response Program.
Previoudly, the program reported on two performance measures (number of health emergency exercises and number of
designated trauma centers), and for FY 14 added two new measures. Measure 4 is associated with a reduction in overdose
deaths. Inclusion of a program measure to gauge the readiness and capacity of the public health care system in New Mexico
would be desirable.

. Budget: FTE:
Laboratory Services Fy12 FY13 | FY14 .
Progr $12,582.3 133 Actual | Actual | Target Q1 Q2 Q3 Rating
Percent of blood alcohol tests from driving-while-intoxicated
6 cases that are analyzed and reported within ten business days* 44.6% 88.9% 95.0% 90.6% 90.6% 91.6% u

Program Rating Y G Y

Comments: The Laboratory Services Program reports its staff requires time for training or testifying at court proceedings
around the state, impacting laboratory testing time and, at times, impacting performance. Therefore, in FY 13 through FY 15
the Legidature provided full funding for personal services and employee benefits to assist with improved performance.

Facilities Budget: FTE:
FY12 FY13 | FY14 .
M anagement $139,082.5 2,119 Actua | Actual | Target Q1 Q2 Q3 Rating
Program
7 | Percent of billed third-party revenues collected at all facilities* 59.8% 56.6% 90.0% 79.7% 89.7% 83.3% Y
Total dollar amount, in millions, of uncompensated care at all A
8 | agency facilitiest $35 $43 $37 $10 $12 $11 G
9 F;ﬁﬁr.gif operational capacity (staffed) bedsfilled at all 87% 86% 100% 83% 66% 65.8% -
Program Rating S  © Y

Comments: The state health facilities continue to provide no data on patient health outcomes and too little data on hospitals
quality, efficiency, and financial performance. The department reports the occupancy rate for staffed beds was 66 percent;
however, the average occupancy rate for all licensed beds was less than 59 percent at the end of the third quarter. Measuring
the facilities' occupancy rate per licensed bed is a better indication of the state’s overall return on investment, particularly as
the Legislature continues to appropriate sufficient funding to fill positions within the facilities and increase the occupancy
rates. Also, facilities collection of third-party revenues reflects a different methodology of reporting from FY 11 to FY 13
compared to FY 14, but did not change its procedures to collect billed third-party revenues, so no comparative baseline datais
currently available for this measure.

Developmental Budget: FTE:

b FY12 FY13 | FY14 .
Disabilities Support ~ $149,748.1 169 Actud | Actual | Target Q1 Q2 Q3 Rating
Program

Percent of adults receiving developmental disabilities day
10 | services who are engaged in community-integrated 36% 30% 38% 30% 27% 27% <«
employment*
Percent of developmental disabilities waiver applicants who
11 | haveaservice plan in place within ninety days of income and 98.3% 84.0% | 1000% | 880% | 780% | 74% <«
clinical eigibility determination*
Number of individuals on the developmental disabilities A
12 waiver waiting lis 5911 6,248 6,330 6,292 6,236 6,223 G
13 Nu_mber of !n_di vidual son the developmental disabilities 3,888 3829 4,000 3752 4193 4,299 G
waiver receiving services® =
Y

Program Rating Y <«

Comments: The number of developmental disabilities waiver clients is showing improvement as the Legislature increased
funding for DD waiver services by 9.4 percent from FY12 to FY14. For the first and second quarters of FY14, the
department reported there were “no targets, only informational” data for measures 12 and 13; however, the Legislature
included annual targets within the General Appropriation Act asindicated above, and the agency adopted these targets for the
third quarter. Of concern is the FY12 to FY 14 downward performance trend for community-integrated employment and
timely completion of service plans.
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Health Certification, Budget: FTE:
Licensing and $13,675.0 144
Oversight Program

Fy12 FY13 | FY14

Actud | Actua | Target | & Q2 Q3 | Rating

Percent of developmental disabilities, medically fragile,
14 | behavioral health, and family, infant, and toddler providers 71% 100% 100% 78% 81% 78% <«
receiving a survey by the quality management bureau*

Program Rating Y Y @

Comments: DOH reports results for the percent of quality management bureau surveys and compliance surveys negatively
impacted by staff vacancies. However, in FY 13 through FY 15 the Legislature provided full funding for personal services and
employee benefits to assist with improved performance. The agency’s action plan indicates priority is given to statutorily-
required investigations and serious complaints.

. . Budget: FTE:
M edical Cannabis Fy12 | FY13 | FY14 .
Program $7800 ! Actual | Actual | Target Q1 Q2 Q3 Rating
Program Rating n/a n/a n/a

Comments: The Medical Cannabis Program was created in FY 13, but DOH did not identify performance measures for FY 13
or FY 14. A performance measure regarding timeliness of processing patient applications will be added for FY 15. Currently,
the program has 23 licensed nonprofit producers growing and distributing medical cannabis, 3,316 personal production
licenses, and 9,333 active patients.

Improving Outcome Measures. In 2013, LFC staff provided a comprehensive list of performance measures and
epidemiological data to DOH. The department should consider adding this data as it compiles its new and improved
performance measures for FY 15 and FY 16.

New Mexico Population Health Performance Outcome Data:

e New Mexico has the highest teen pregnancy rate in the country. Two-thirds (68 percent) of teen-aged mothers and
over half (55 percent) of mothers 20-24 years old had unintended pregnancies, as did 51 percent of rural mothers.

o New Mexico has alow birth weight rate of 8.9 percent compared to the national rate of 8.3 percent.

e New Mexico has a child obesity rate of 11.7 percent compared to 14.9 percent nationally.

e For influenza, New Mexico adults have an immunization rate of 70 percent compared to the national rate of 69
percent.

e New Mexico ranks fifth in the country with a suicide rate of 19.2 per 100,000 persons compared to the national rate
of 10.5 per 100,000 persons.

e New Mexico's acohol-attributable death rate is the worst in the country and its drug overdose death rate is the
second highest in the nation.

* Denotes House Bill 2 measure
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Performance Report Card
Aging and Long-Term Services Department
Third Quarter, Fiscal Year 2014

Performance Overview: The Aging and Long-Term Services Department (ALTSD) continues to improve the
quality of outcome measures to better quantify program results. The agency’s measures previously focused on
numbers served rather than results and outcomes. An improvement in the report is the inclusion of a section on
historical and national benchmark data. Some targets need to be adjusted upwards based on historical experience.
The LFC program evaluation, Aging and Long-Term Services Department (ALTSD): Resource Allocation, Cost,
Availability and Effectiveness of the Aging Network, recommends ALTSD work with local governmental entities
to determine the feasibility of a minimum threshold for local contributions through cash or in-kind donations;
review formulas from other states to evaluate if there are opportunities to improve New Mexico’s intrastate
funding formula for federal funds and the disbursement of state general fund allocations to better target resources;
and track and report service outcomes to give a better idea of the aging network’s capacity and adequacy in
meeting the needs of the senior population.

Budget: FTE:
FY12 FY13 FY1l14 .
Consumer and Elder  ¢5 5745 475 Q1 Q2 03 | Rating
Rights Program Actual | Actual | Target
1 | Percent of ombudsman complaints resolved within 60 days 98.6% 98.2% 90.0% 99.0% 99.7% 99.3% G
Percent of people accessing aging and disability resource
center in need of two or more daily living services who are =
2 satisfied with the information, referral and assistance 40% 44% 40% 41% 44% 42% i
received
3 Percent of calls to the aging and disability resource center 79.3% 77.6% 90.0% 83.0% 85.0% 88.0% Y
that are answered by a live operator
Program Rating Y G G

Comments: The aging and disability resource center reports its vacancy rate affects performance in answering calls with a
live operator. Based on historical call volume data, the department estimates 2 additional FTE are needed to achieve every 5
percent improvement in calls answered by a live operator. The program’s funding request for personnel was almost entirely
funded by the Legislature.

. Budget: FTE:
Aging Network FY12 FY13 FY1l14 .
37,559.1 15 1 2 3 Ratin
Program $ Actual | Actual | Target Q Q Q g
Percent of older New Mexicans whose food insecurity is

4 alleviated by meals received through the aging network* 63% 60% 60% 35% 41% 37% -
5 | Number of hours of respite care provided 358,981 379,838 | 370,000 95,455 88,792 95,091 Y
Program Rating G G Y

Comments: For measure 4, in FY13 the department began using a benchmark from the 2010 study of senior hunger by the
Meals on Wheels Research Foundation, Inc. based on the U.S. Department of Agriculture’s definition of food insecurity. This
study reported 21.2 percent (83,187) of New Mexican seniors, ages 60 and over, were estimated to have food insecurity,
which ranks second in the nation. The Legislature increased funding for Aging Network services by $1.6 million in FY13,
$1.3 million in FY14, and $1.6 million for FY15, but the number of consumers and meals being served are decreasing each
fiscal year. The department reports with the rising cost of food and fuel, annual budget increases have maintained current
service levels but have not increased services or food security for seniors. The Legislature expressed intent for funding
increases to be used for meals, but the governor vetoed language that the money be used to expand the home-delivered meals
program.

. Budget: FTE:
Adult Protective FY12 | FY13 | FY14 .
. 13,168.7 132 1 2 3 Ratin
Services Program 3 Actual | Actual | Target Q Q Q g
6 !\lumb_er o_f adults receiving adult protective services 5,824 6,092 6,000 1,700 1,503 1,759 G
investigations of abuse, neglect, or exploitation*
Percent of emergency or priority one investigations in -
7 | which a caseworker makes initial face to face contact with n/a 98.4% 95.0% 98.0% 97.3% 100% G
the alleged victim within prescribed time frames*
Program Rating Y G G

Comments: There are no national benchmark measures comparable with measure 7, which used to track the percent of adult
protective services investigations requiring an emergency or priority response within 24 hours or less.

* Denotes House Bill 2 measure
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Performance Report Card
Children, Youth and Families Department
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Performance Overview: The Children, Youth and Families Department (CYFD) struggled to meet performance
measures in the Protective Services Program. Of concern in FY14, 11 percent of children who have been
subjected to substantiated maltreatment experience a recurrence within six months, compared with the national
average of 7 percent in 2012. Research indicates maltreatment of children, including neglect and abuse, can result
in negative developmental consequences. In New Mexico, 25 percent of the victims of maltreatment are ages 0-4,
and are at the greatest risk of adverse childhood experiences. A recent Legislative Finance Committee (LFC)
evaluation reported New Mexico could obtain favorable outcomes, such as a reduction of cases of maltreatment
and out-of-home placement through preventative evidence-based programs. A few programs highlighted in the
LFC report which achieve favorable outcomes include Alternative Response (also called Family Assessment
Response or Differential Response), Healthy Families America, and Safecare. The agency should consider
increasing proven early prevention programs to reduce the recurrence of maltreatment.

In addition, the caseload for child care assistance has decreased in FY14. Child care assistance is available to
families with children up to the age of 13 and an income below 150 percent of the federal poverty level (FPL). In
FY14, the Legislature appropriated $95.6 million from all sources for child care assistance to serve an estimated
22,000 children; however, as of April 2014, only 17,535 children were participating, resulting in significant
projected carryover. The agency attributed the decline in caseload to a requirement established in FY13 for
families to register with the Child Support Enforcement program. As discussed below, the Early Childhood
Services Program will be implementing a number of initiatives to address funding and enhance the quality of care
of the child care assistance program.

Juvenile Justice Budget: FTE: FY12 FY13 | FY14 .
Facilities $72,357.5 942.3 Actual | Actual | Target Ql Q2 Q3 Rating
1 | Percent of clients who complete formal probation* 90.7% 92.1% 92.0% 93.2% 93.7% 92.5% G

Percent of incidents in juvenile justice services facilities

2 requiring use of force resulting in injury*

1.4% 1.8% 1.5% 2.7% 2.6% 2.7% <«

Percent of clients recommitted to a children, youth and
3 | families department facility within two years of discharge 12.4% 9.0% 10.0% 15.3% 10.7% 11.2% Y
from facilities*

Percent of juvenile justice division facility clients age

4 | eighteen and older who enter adult corrections within two new baseline 8.0% 8.2% 9.6% 9.8% -
years after discharge from a juvenile justice facility*

5 | Number of physical assaults in juvenile justice facilities* new baseline <260 48 92 168 Y

6 Percgnt of c_Iler_ns r_e—adjudlcated within two years of 6.6% 5806 6.0% 57% 5 0% 550 G
previous adjudication

Program Rating Y G Y

Comments: The Juvenile Justice Services (JJS) program reported an increased number of incidents in facilities requiring use
of force resulting in injury and physical assaults during the third quarter of FY14. The agency has reported action plan items
to effectively de-escalate incidents and behaviors to avoid injuries that result from the use of force, including researching best
practice policies in other states. Additionally, the agency stated that current data collection methods are antiquated and
require redundant documentation for each client involved in a single incident which makes tracking of incidents and use of
force difficult. The department is developing a new incident reporting system in EPICS which will support incident reporting
by FY16. The number of youth entering adult facilities continued to miss target performance during the third quarter. The
agency reported that due to a two-year system-wide implementation process, the first Cambiar cohort will not be included in
performance outcomes until the end of FY14.

Budget: FTE: FY12 FY13 | FY14

Protective Services 196 417.7 851.8 | Actual | Actual | Target | Q2 | Q3 | Rating

Percent of adult victims or survivors receiving domestic 92.8% 92.3% 93.0% 91.5% 92.1% 92.1% Y

7 : ; A
violence services who have an individualized safety plan*

Percent of children who are not the subject of substantiated
8 | maltreatment within six months if a prior determination of 92.3% 91.3% 93.0% 89.3% 88.6% 88.6% -
substantiated maltreatment*

Percent of children who are not the subject of substantiated

maltreatment while in foster care* 99.5% 99.7% 99.7% 99.8% 99.8% 99.9% G
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Percent of children reunified with their natural families in o 0 o 0 o o
10 less than 12 months of entry into care 67.3% 62.4% 65.0% 61.5% 60.5% 59.1% -

11 Percent of children in foster care for 12 months with no 79.3% 76.6% 82.0% 74.4% 73.7% 76.8% Y
more than two placements

Percent of children adopted within 24 months from entry

12 | . 35.2% 31.3% 26.8% 34.8% 33.2% 33.6% G
into foster care :
Percent of adult victims or survivors receiving domestic

13 | violence services who are made aware of other available 89.0% 87.7% 90.0% 86.2% 88.8% 86.2% -
community services

Program Rating Y Y Y

Comments: Overall, in FY15, PS will receive an additional $6 million from all sources, or an increase of 4.7 percent, to
provide improved services to at-risk children and families. The continued decrease in the number of children reunified with
their natural families in less than 12 months remains a concern. The agency reported that until a few years ago, PS used a
state-based calculation approach for their measure which included reunification for all children in foster care. Under that
approach, PS was able to meet the annual strategic plan target. However, in 2011 CYFD adopted the federal calculation
approach which excludes children reunified in less than eight days. Approximately 40 percent of children entering foster care
in New Mexico are reunified in less than eight days. The level of effort required for PS to meet the safety needs of children in
the foster care system for fewer than eight days is therefore, not represented in the federal measure, which the agency
believes is contributing to lower performance reporting. Additionally, this performance outcome must be balanced to ensure
children are only reunified to families in which the environment is safe and the child will not be subjected to recurring abuse,
neglect, or maltreatment.

Early Childhood Budget: FTE: FY12 FY13 | FY14 .

Services $175,737.8 151.5 Actual | Actual | Target Q1 Q2 Q3 Rating
Percent of children receiving subsidy in Stars/Aim High -

14 | programs level three through five or with national new 39.5% 25.0% 40.2% 40.8% 41.5% G

accreditation®

Percent of licensed childcare providers participating in -
15 | Stars/Aim High programs levels three through five or with new 32.3% 25.0% 31.7% 31.5% 31.6% G
national accreditation*

Percent of mothers participating in home visiting who are -
16 | identified as having symptoms of postpartum depression 44.5% 36.7% 25.0% 55.2% 37.2% 35.8% G
who were referred to services then received services*

Program Rating Y Y G

Comments: Early Childhood Services (ECS) exceeded FY14 targets for the third quarter. The program is in the process of
implementing a number of initiatives to enhance and support the quality of care for children in early childhood programs.
Letters have been prepared and mailed to child care providers to amend the current child care assistance and licensing
regulations and increase infant and toddler monthly reimbursement rates for licensed child care; modify part time 1, part time
2 and part time 3 “units of service”; change the “national accreditation status” definition to identify current CYFD-approved
accrediting bodies; add a 2+ star level; increase differential rates paid to FOCUS providers for 2+, 3, 4, and 5-star quality
level achievement; and add language explaining the transition from AIM HIGH to the new Tiered Quality Rating
Improvement System (TQRIS) called FOCUS. Additionally, the performance measures for ECS should be expanded to better
measure performance outcomes of the many early childhood development programs, which encompass a division budget of
$176 million annually. For example, the PEW Charitable Trusts is developing key initiatives which could supplement home
visiting outcomes performance measures.

Budget: FTE: FY12 FY13 | FY14 .
Program Support $32,161.9 201.0 | Actual | Actual | Target | O | Q2 | Q3 | Rating
17 | Turnover rate for youth care specialists* 33.2% 15.2% 25.0% 3.8% 1.0% 5.7% G
18 | Turnover rate for protective services workers* 20.4% 19.2% 25.0% 6.8% 6.0% 6.0% _G
Program Rating Y Y G

Comments: The continued support to recruit, train, and retain positions providing direct services is essential to improving
services for children, one of New Mexico’s most vulnerable populations.

* Denotes House Bill 2 measure
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Performance Report Card
Department of Public Safety
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Performance Overview: The department cited high vacancies as causa factors for FY 14 targets not met. To
address performance related to manpower issues, the department, in consultation with the LFC, proposed a $10.8
million revised sdary structure plan to be implemented over three years. For FY 15, LFC recommended, and the
Legislature appropriated, $3 million to implement the first phase of the plan. Salary changes are intended to
increase salary competitiveness within the local market, increase separation between ranks, and address the
problem of poor recruitment and retention. The first phase of the pay plan will eliminate salary disparities
between Motor Transportation Police and State Police and will increase all commissioned officer salaries by an
average of 8 percent. The Legidature appropriated additional funding for a 3 percent salary increase, the goal
being to improve poor performance related to retention issues among the department’ s civilian employees.

Budget: FTE: FY12 FY13 | FY14 .

Law Enforcement g Q1 Q2 Q3 Rating

Program $88,831.9 783.2 Actual | Actual | Target

1 Nu_mbgr of drivi n_g-whﬂemtoxmated arrests per patrol 81 77 12.0 19 35 58 G
officer* (cumulative) :
Number of driving-while-intoxicated checkpoints and -

2 saturation patrols conducted (cumulative) 24 1117 750 247 318 709 ¢

3 Number _of traffic related enforcement projects held 849 1,209 850 683 756 1175 G
(cumulative) :
Number of criminal investigations conducted by

4 | commissioned personnel per FTE assigned to patrol and 56 55 60 14 27.6 425 Y
investigations* (cumulative)
Number of drug-related investigations conducted by

5 commissioned personnel per FTE assigned to investigations 165 4.6 200 11 25 44 -
Number of licensed alcohol premisesinspections conducted -

6 | per agent assigned to alcohol enforcement duties* 102.6 95.5 288.0 245 148.5 264.8 G
(cumulative)
Number of minor compliance operations per agent assigned

7 to alcohol enforcement duties (cumulative) 153 9.0 16.0 31 42 85 -

Program Rating G Y Y

Comments: In the third quarter, alcohol-related traffic fatalities were down, and the number of DWI arrests also declined, and
may be due to increased saturation patrols and enforcement projects. The number of injury traffic accidents and traffic
fatalities remained flat, suggesting the increase in enforcement projects and saturation patrols may positively impact traffic
safety. The number of criminal and drug-related investigations conducted per FTE are in decline, and the State Police should
focus on these investigations for the remainder of the year. The number of licensed alcohol premises inspections increased
sharply and have the potential to positively impact alcohol-related crime. Conversely, minor compliance operations are below
target; however, the Special Investigations Division has increased emphasis on these operations and is expected to increase
operations in the fourth quarter. This target is significant as it measures whether alcohol establishments serve to minors.

i Budget: FTE: FY12 FY13 FY14 .
Motor Transportation (o] o1 Q2 Q3 Rating
Program (MTP) $26,101.2 272.5 Actual | Actua | Target
8 E‘:ﬂm&;g e;ommermal motor vehicle inspections* 87,682 | 86013 | 90000 | 20031 | 39868 | 56361 | CRP
9 E\(l:ldrrggle;t io\jec):ommerual motor vehicle citations issued* 27,684 27,617 30,000 5178 11,253 18,085 -
10 Number _of non-commercial motor vehicle citations i ssued 11226 14,204 11,500 4,766 7119 9,284 G
(cumulative)
11 Number _of motor carrier safety trainings completed 5 51 2 19 30 29 G
(cumulative)
Program Rating G Y Y

Comments: Contrary to recommendations in a recent LFC evaluation and the program’s mission, performance was below
FY 14 target levels for commercial motor vehicles but above target levels for non-commercial vehicles. To avoid further
mission drift, the program should maintain its focus on commercial motor vehicle inspections and citations which play a vital
role in keeping the motoring public safe and ensure commercial carriers are in compliance with state regulations and taxes.
Like the Law Enforcement Program, adequate compensation is essential to maintaining the ranks of uniformed officers
within MTD.
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Statewide Law Budget: FTE: Fy12 Fy13 | Fri14 o1 Q2 Q3 Ratin

Enforcement Support  $16,992.5 142 Actual | Actua | Target 9
Percent of all forensic cases completed per filled FTE o o o o o o

12 | \ithin thirty working days 63% 61% 56% 57% 45% 42% <«

13 Pe_.rcent of I_DNA cases completed per filled FTE within 63% 38% 40% 40% 5% 43% _'G
thirty working days o
Percent of forensic latent fingerprint cases completed per

14 | filled FTE within thirty working days 24% % 60% 23% % | 1% P
Percent of forensic firearm and tool-mark cases completed o o 0 0 e

5 per filled FTE within thirty working days 55% A% 40% 69% A% A% e
Percent of forensic chemistry cases completed per filled o o o 0 o o

16 | € within thirty working days 86% 67% 85% 2% s | 520 | @

Program Rating Y

Comments: The Statewide Law Enforcement Support Program did not meet several FY 14 targets citing a continuance of
elevated vacancy rates among key forensic analyst positions. Due to vacancies in the fingerprinting unit the department has
fallen behind compl eting fingerprint cases. The department has begun hiring contractors to assist with backlogs.

Budget: FTE: Fy12 FY13 FY14 .
Program Support $9,574.8 60 Actud | Actudl | Target | & | @ | @ | Raling
Number of working days between disbursement of federal A
v funds from federal treasury to expenditure of such funds 0 0 10 0 0 0 &
Number of working days between expenditure of federal A
18 funds and request for reimbursement from federal treasury 10 10 10 10 10 10 6
Program Rating G G G

Comments: Program Support met its performance targets and is performing as expected.

* Denotes House Bill 2 measure
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Performance Overview: To address elevated vacancy rates for FY15, the Legislature provided a 3 percent salary
increase for all state employees and appropriated an additional $2.7 million to provide another 3 percent salary
increase for correctional and probation and parole officers. All recidivism-related measures were below FY14
targets and should remain an area of concern. In the future, if recidivism rates do not decrease the state will
continue growing the inmate population, incarceration expenses will continue to increase, and negatively affect
public safety. A partial explanation for the population increases is the proactive probation supervision initiatives
in communities and the arrest of large numbers of parole violators. For FY15, the Legislature appropriated $3
million to begin reducing the rate of recidivism and to reduce exponential growth in the inmate population. For
the remainder of the year, the department should continue to balance public safety with resource constraints by
focusing on offenders that pose the greatest risks to the community.

Inmate Management  Budget: FTE: FY12 | FY13 | FY14 o1 Q2 03 Ratin
and Control $241,764.8 1,870 Actual | Actual | Target g
1 | Percent of prisoners re-incarcerated within 36 months* 47% 47% 44% 48% 48% 48% -
Number of inmate-on-inmate assaults with serious injury A
2 (cumulative)* 21 16 18 4 5 7 G
3 Number pf inmate-on-staff assaults with serious injury 1 5 4 2 3 3 G
(cumulative)* -
4 Percent of |qmates testing positive for drug use or refusing 1.7% 2904 <=20p 1.8% 1.8% 21% Y
to be tested in random monthly drug tests*
Percent of female offenders successfully released in 0 0 0 0 0 0
5 accordance with their scheduled release dates* 78% 7% 90% 68% 63% 66% -
Percent of male offenders successfully released in o 0 0 0 0 0
6 accordance with their scheduled release dates* 82% 81% 90% 83% 78% 82% -
7 aeorrc]i?; of sex offenders re-incarcerated within thirty-six 36% 28% 30% 39% 37% 21.5% -
8 Ere()cg;?;\rgsg/ ;?]tler:t ;J:Stil’)l(e r;giiﬁzi for offenders after release 37% 28% 300 34% 36% 34% Y
9 Ehe;rlgé\snsm rate of offenders due to new charges or pending 23% 24% 23% 26.5% 26% 24% Y
10 SIZCI;::X%SST rate of offenders due to technical parole 20% 20% 21% 23% Y
Program Rating Y Y Y

Comments: The department’s performance on inmate violence is tracking below FY14 target levels. New Mexico Sentencing
Commission data shows over the past several years, admissions and releases from prison decreased while the prison
population increased with the FY14 total inmate population increasing at a rate of 2.6 percent and outpacing projections. A
partial explanation for this is untimely inmate releases. To increase the percentage of inmates released on-time the
department should increase community-based resources for parolees and decrease administrative errors leading to parole
hearing scratches.  Additionally, all recidivism-related outcomes are above target, adding to the overall inmate population
increase. Also, the percent of sex-offenders recidivating was 13.5 percent above the FY13 rate and is a cause for concern,
especially if the rate remains elevated for the rest of the year. Surges in the inmate population will cause costs to rise
dramatically. If the department continues focusing on community offender apprehension, it should focus on those that pose
the greatest risk to the community.

Community Offender  Budget: FTE: FY12 FY13 | FY14 .

Management $33,218.5 392 Actual | Actual | Target Q1 Q2 Q3 Rating
11 | Average standard caseload per probation and parole officer 114 108 95 106 103 105 -
Program Rating ® R

Comments: Average standard caseloads exceed targeted levels, but the Legislature appropriated funding for an average 6
percent salary increase which should help reduce the 20 percent vacancy rate among probation and parole officers.
Eventually, if recruitment and retention-related issues are managed effectively, the department should make some progress
making caseloads more manageable for parole officers. With the expansion of Medicaid eligibility in FY14, the COM
program should leverage Medicaid to ensure parolees receive adequate services when released. Funding should also be
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reprioritized to focus on high-risk offenders.

PrOQIAM SO 103745 155 | acul | Acual | Targer | O | 92 | Q3 | Raing
12 | Percent turnover of probation and parole officers 13.4% 14.7% 12.0% 3.3% 2.8% 2.8% G
13 | Percent turnover of correctional officers in public facilities 10.6% 8.1% 11.0% 3.5% 3.1% 2.8% G
Program Rating G G G

Comments: Program support is performing well and should continue maintaining low turnover rates.

* Denotes House Bill 2 measure
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Performance Overview: The Department of Transportation (NMDOT) is facing continued problems with
declining state road fund revenues, forcing it to complete required construction and maintenance projects with
limited resources. However, NMDOT is, by and large, meeting its FY 14 performance targets. In the Programs and
Infrastructure Program in particular, the department continues to make progress on the number of traffic fatalities,
alcohol-related fatalities, and non-alcohol-related fatalities — all of which are tracking far below FY 14 targets and
potentially FY 13 actuals. The number of contracts in production let as scheduled increased, primarily as a result
of department leadership on the issue. On the other hand, the number of pedestrian fatalities increased and the
number of pavement preservation miles preserved dropped seasonally. The department believes the results will
improve in the fourth quarter. VVacancy rates continue to decline.

Programs and Budget: FTE: FY12 FY13 FY14 .
9 9 Q1 Q2 Q3 | Rating
Infrastructure $573,285.8 397 Actual | Actua | Target
1 | Number of traffic fatalities 395 304 <345 96 79 71 G
2 | Number of alcohol-related traffic fatalities 169 120 <130 43 26 25 G
3 | Number of non-alcohol-related traffic fatalities 226 184 <215 53 53 46 G
4 Numbgr of occupants not wearing seatbelts in motor vehicle 169 114 <150 a7 35 30 _'G :
fatalities* =
5 | Percent of projectsin production let as scheduled* 65% 63% >70% 22% 80% 92% G
6 | Percent of airport runways in satisfactory or better condition 64% 66% >60% 66% 50% 50% -
7 | Number of pedestrian fatalities 57 54 <43 13 14 14 Y
8 | Ridequality index for new construction* 4.1 42 >4.0 41 42 41 : '_G_
9 ;Preer;:)ent of bridgesin fair condition or better (based on deck basdine basdine 750 03.8% 94.1% 04.1% G
10 Percent o_f fina gost-over-bld amount on highway 30% 35% <3.0% 0.0% 40% 3.0% _'G :
construction projects -
11 | Annua number of riders on park and ride* (cumulative) 310,128 312,320 | >275,000 82,507 158,184 | 236,485 G
12 | Annua number of riders on therail runner, in millions* 12 11 >1.3 301,551 | 252,095 | 258,484 -
Program Rating R Y G

Comments: NMDOT remains on track to meet FY 14 targets related to traffic fatalities, with alcohol-related fatalities showing
continued improvement. The department attributes this improvement to high-visibility law enforcement operations and more
intensive DWI enforcement programs. The number of pedestrian fatalities remains flat with the previous quarter but tracking
above the FY 14 target; the department will initiate analysis on the issue. The improvement in contract letting results from
department leadership making the issue a priority. The results for percent of cost-over-bid amount on highway construction
projects decreased significantly — also aresult of department leadership on the issue — and is now in line with the FY 14 target
and below FY13 actuals. According to the department, the results for the measure for percent of airport runways in
satisfactory or better condition has been negatively impacted by new testing methods ingtituted by the department, and are
not indicative of the overall safety of airport runways. The annual number of riders on the Rail Runner increased dightly in
the third quarter but is still tracking far below the FY 14 target.

Hichay Operations 2156680 16307 | Aot | acud | Tage | @ | @2 | Q3 | Rating
13 | Percent of non-interstate miles rated good* 84.5% n/a >85.0% Annua
14 | Percent of interstate miles rated good* 96.8% n/a >97.0% Annua
15 CNoli]r(rj]itt)iezrmof combined systemwide milesin deficient 3644 na <3500 Annual
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16 | Number of statewide pavement preservation lane miles* 2,169 3,139 >2,500 1,011 799 72 Y

17 | Amount of litter collected from department roads, in tons* 9,001 6,825 >14,000 | 1,705 1,206 1,450 <<

18 | Customer satisfaction levels at rest areas* 99% 99% >98% 99% 99% 99% G
Maintenance expenditures per lane mile of combined

19 systemwide miles $2,684 $1,731 n/a Annual

Program Rating ¢ O Y

Comments: Performance measures 13, 14, and 15 are not available quarterly given current department data collection
procedures. The results for measures 16 — which decreased significantly through the winter months — and 17 are expected to
increase with warmer weather.

Budget: FTE: FY12 FY13 FY14 .
1 2 3 Ratin
Program Support $48,606 2518 | Actud | Actua | Target | © Q Q g
20 | Vacancy ratein all programs* 19.4% 158% | <11.0% | 14.9% 14% 13.6% <«
21 | Number of employeeinjuries* 90 81 <95 35 21 35 <«
Number of working days between expenditure of federal =
22 funds and request for reimbursement from federal treasury 6 days 7 days =10days 7 days 7 days 7 days 2
23 | Number of employee injuries occurring in work zones baseline 19 <50 5 6 7 G
24 | Percent of invoices paid within thirty days 97% 86% >95% 90% 87% 86% Y
Program Rating Y Y Y

Comments: NMDOT’s vacancy rate remains high but continues to decline as a result of intensive recruitment and retention
actions. The results for number of employee injuries increased substantially in the third quarter and are tracking to exceed the
FY 14 target and have already exceeded FY 13 actuals. According to the department, there is no identified reason for the
increase, but in cooperation with Risk Management Division, they are exploring a correlation between new hires and
increased maintenance activity on roads and highways. The number of employee injuries in workzones also increased but is
still tracking below FY 14 targets.

* Denotes House Bill 2 measure
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Performance Overview: The agency is on pace to meet FY 14 targets in most divisions with the exception of
State Parks due to challenges related to inclement wesather including drought, fire, floods, high fuel prices, low
water levels and lake closures throughout the state. Despite increased production of oil and gas — a critical source
of employment and income for New Mexico-and high vacancy rates in the Qil and Gas Conservation Program,
the program is on track to reaching its FY 14 inspection targets.

Healthy Forests Budget: FTE: Fy12 FY13 Fy14 :
1 2 3 Ratin

Program $14,048.0 68 | Actud | Actua | Target | @ Q Q g
Number of non-federal wildland firefighters provided -

1 | professional and technical incident command system 1,474 1,687 600 27 261 1,737 G
training*

5 Number of acrestreatgd in New Mexico's forest and 11971 18,669 8,000 3487 4,484 1701 G
watersheds* (cumulative)
Number of at-risk communities or local fire departments )

3 | provided funding for wildland firefighting equipment or new 89 60 2 70 53 G
training

Program Rating G G G

Comments: State Forestry is on track to perform well on all of its measures. The majority of training takes place over the
winter and spring months prior to fire season when fire activity is lowest. The program assists local fire departments with
equipment purchases throughout the winter months to spend federal allocations.

Between federal fiscal years 2011 and 2013, federal funding decreased 20.5 percent for state fire assistance. The U.S. Forest
Service notified the agency that federal funding levels are expected to continue to decrease in the future. Although the
number of acres treated in the state increased significantly, it is not sufficient — experts suggest 50 thousand to 100 thousand
acres should be treated per year to proactively thin overgrown forests so they are more resilient to fire, drought, insects and
disease. In FY 14, year-to-date actual expenditures for thinning projects are $3.7 million from federal and severance tax bond
funding; whereas, in FY 15 appropriations to the agency are more than doubled from FY 14 levels, including $6.2 million for
watershed restoration, $400 thousand for hazardous fuels mitigation and $1.3 million in federal funds for these projects.

The 2014 General Appropriation Act included over $900 thousand in general fund for 12 positions to establish firefighting
crews comprised of armed forces veterans. The initiative enables the agency to train and hire more New Mexicans to fight
fires within the state during peak fire season.

State Parks Budget: FTE: Fy12 FY13 FY14 :
1 2 3 Ratin
Program $29,718.9 263 Actual | Actual | Target Q Q Q 9
4 | Number of visitorsto state parks* 4,101,098 | 3,785,332 | 4,000,000 | 1,575,754 | 469,989 | 378,230 -
Self-generated revenue per visitor, in dollars*
5 | (cumulative) $1.05 $0.97 $1.05 $0.84 $0.87 $0.94 <«
6 | Milesadded to state parkstrails and the Rio Grande Trail 3111 82 10 7 0 0 Y
Number of persons that complete a certified New Mexico
! boating safety education course 625 2 800 250 53 n Y
8 | Number of interpretive programs available to park visitors 3,962 2,566 2,800 568 404 340 <<
Program Rating G Y Y

Comments: State park visitation and self-generated revenue per visitor do not appear to be on pace to meet the annual targets
because the program is facing challenges related to inclement weather including drought, fire, floods, high fuel prices, low
water levels and lake closures throughout the state. The program should look for new ways of creating revenue opportunities
and seek operating cost efficiencies.

Mine Reclamation Budget: FTE: FY12 FY13 Fy14 .

Program $8,262.7 32 Actual | Actual | Target Q1 Q2 Q3 Rating
Percent of permitted mines with approved reclamation -

9 | plansand adequate financial assurance posted to cover the 100% 100% 100% 99% 99% 98% G
cost of reclamation
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Percent of required inspections conducted per year to
10 | ensuremining is being conducted in compliance with 100% 100% 100% Annual
approved permits and regulations
Program Rating G G G

Comments: All permitted mines must have financial assurance posted to cover the cost of reclamation, including coa and
uranium mines. Ninety-six out of 98 mines are permitted with adequate financial assurance and approved reclamation plans.
In the second quarter, the program determined the Eagle Mesa Mine was inadequately covered with financial assurance. The
Eagle Mesa is a humate operation that expanded beyond the 10 acre limit and was issued a notice of violation since their
financial assurance was inadequate for the amount of acreage disturbed. The department expects Eagle Mesa to be in
compliance by the end of the fourth quarter. In the third quarter, the program determined the Asarco Deming Mill was
inadequately covered with financial assurance, but the department expects the mill to be in compliance by the end of the
fourth quarter.

Oil and Gas Budget: FTE:

i FY12 FY13 FY14 .
Conservation $9,343.3 61 Actual Actual Target Q1 Q2 Q3 Rating
Program
11 ;\lalémze;ff ingpections of oil and gas wells and associated 35,147 37.707 30,000 8933 7.022 8,302 G
12 quber of abar_ldoned oil anq gas wells properly plugged new 57 5 10 16 6 Y

using Reclamation Fund monies
Program Rating G G G

Comments: The program appears to be performing its inspection responsibilities, despite the continued heavy workload for
inspectors. However, the agency noted, it may not sustain the same level of inspections as reported in FY 13 due to problems
with recruitment and retention primarily stemming from competition with the private oil and gas sector in New Mexico. This
has contributed to a vacancy rate of 18 percent. High exploration, drilling, and production activity in the Permian Basin
demonstrate the need to enhance the level of service. The program is currently working with a group of contractors to
properly plug a significant number of wells resulting from the business failure of the former Xeric Oil and Gas Corp. There
are 45 such wells located southwest of Hobbs, 32 of which were plugged in the first three quarters of FY 14.

* Denotes House Bill 2 measure
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Performance Overview: Ongoing drought continues to strain the limited water supply. The department attributes
the backlogs in water rights applications to both the high number of applications submitted due to continued
drought conditions and the number of vacancies. The department’ s average vacancy rate was 12 percent at the end
of the third quarter of FY 14, down from an average 15 percent in FY 13, 18 percent in FY 12 and 22 percent in
FY11.

Water Resource Budget: FTE: FY12 FY13 | FY14 Q1 Q2 Q3 Ratin
Allocation Program $13,180.2 167 Actual | Actual | Target 9
Number of unprotested and unaggrieved water right
1 | pplications backlogged" 991 1,332 650 1,400 1,393 1,453 <«
Average number of unprotested new and pending A
2 applications proc per month* 46.2 32.3 65 56 40 64 G
3 Number of damsinspected per year and notices delivered to 64 %3 100 15 2 86 _G

owners notifying of potential problems* (cumulative)

Number of transactions abstracted annually into the water

4 | administration technical engineering resource system 24,678 22,331 | 23,000 4,870 3,584 5,125 <<
database*
Percent readiness to perform active water resource o 0 o 0 o 0

5 management within lower San Juan river basin 98% 9% 100% 9% 98% 9% L

6 Percent reedlne_ss 'to perform acti ve water resource 85% 85% 85% 85% 85% 85% G
management within lower Pecos river basin :

7 | Percent readiness to perform active water resource 85% 85% 85% 85% 90% 90% G
management within lower Rio Grande river basin :

Program Rating ® O Y

Comments: The program ramped up hiring, but the high number of water right applications submitted due to the continued
drought conditions, the on-going lower Rio Grande adjudication, and pending Texas v. New Mexico litigation persists and
the program is not on track to meet FY 14 targets for that measure. The Dam Safety Bureau hired key positionsin FY 13, and
now the program is on pace to meet FY 14 dam inspection targets. In November 2012, the state Supreme Court upheld the
Legislature delegated lawful authority to the State Engineer to promulgate active water resource management (AWRM) rules
during water supply shortages such as expediting water leasing, permitting, monitoring and metering diversions. The program
completed a draft of AWRM rules and regulations for the San Juan Basin, but they need to be promul gated.

The 2014 General Appropriation Act included $1.8 million to address the water rights application backlog, dam inspections
and new initiatives including AWRM; administration of the distribution of water for both the Taos settlement, signed in
December 2012, and the Aamodt settlement, signed in March 2013; administration of the distribution of water from Colorado
for the Animas-La Plata project; metering orders for the Pecos Valey and Mimbres River, issued in 2013; changes in
domestic well permits based on the Bounds Decision, issued by the Supreme Court in July 2013.

Interstate Stream
Compact Compliance  Budget: FTE:

FY12 FY13 | FY14 .
and Water $13,305.4 49 Actua | Actual | Target Q1 Q2 Q3 Rating
Development
Program

8 | Cumulative state-line delivery credit (Pecos river compact)* lg(l):K lXZFK 0 Annual _G
9 | Rio Grande compact accumulated delivery credit* 8A0§ zlfz 0 Annud G
Program Rating G G G

Comments: These two measures are reported on a calendar year basis after the data has been approved by the respective
compact commission. As such, the information for FY 14 is not yet available. The agency’s preliminary calculations indicate
the state will maintain a large cumulative state-line delivery credit for the Pecos river compact, likely on the order of 93,000
acre-feet. The agency reported a preliminary estimate of 62,400 acre-feet in accrued credit for the Rio Grande river compact.
However, drought conditions in the Rio Grande watershed persist and the agency anticipates very low volumes of water will
enter middle Rio Grande reservoirs during the Spring 2014 snow-melt runoff. As a direct result, farmers in the lower Rio
Grande will once again have very little surface water alotted in Spring and Summer 2014 and water shortages are likely on
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the Rio Chama and middle Rio Grande by early July if significant rains do not occur.

Litigation and

2 Budget: FTE: FY12 FY13 FY14 .
Adjudication $6,451.8 68 Actud | Actual | Target | @ | Q2 | @ | Raing
Program
10 Number _of offers to defendants in adjudications* 640 501 600 197 304 375 Y

(cumulative)

11 | Percent of all water rights that have judicial determinations* 53% 54% 54% 55% 55% 55% Y
Program Rating ® © Y

Comments: Without full adjudication, the state lacks a legal basis for enforcing water rights during times of drought.
Currently, twelve adjudications are pending in New Mexico. Six are in state court and six are in federal court. Most
adjudication started 30 to 60 years ago and the Litigation and Adjudication Program may be decades away from adjudicating
all water rightsin New Mexico. Attached isasummary of the Rio Grande and San Juan River adjudications.

Judicia determinations of water rights increased from 34 percent to 54 percent over the past ten years, while the Litigation
and Adjudication Program budget for those ten years totaled $63.8 million. However, the percent of water rights that have
judicial determinations only reflects the water rights in active and completed adjudications and does not include the Middle
Rio Grande and the Canadian River adjudications that have yet to be initiated.

The agency notes difficulty in recruiting and retaining engineers and attorneys at salaries competitive with private sector
engineering and law firms. The program relies on contractual services to augment its staff attorneys, to advance the state’s
active adjudications.

The agency informed the Legidature the bottleneck in the adjudication process stems from slow progress on hydrographic
surveys. Accordingly, the Legislature included a $600 thousand recurring appropriation in the 2014 General Appropriations
Act for hydrographic survey staff to expedite adjudications. This appropriation was contingent on the agency submitting
quarterly reports to the Department of Finance and Administration and the Legidative Finance Committee on the progress of
water adjudications. However, the governor vetoed the contingency language requiring regular reporting on the progress of
adjudications.

LFC staff, with cooperation from AOC staff, developed a quarterly progress report on adjudications containing goals, budget
and FTE resources, as well as quantitative and qualitative progress metrics. See attached for the pilot progress report for the
Lower Rio Grande and San Juan adjudications. At the end of the third quarter, 45 percent of the total number of subfile
orders have been filed in the lower Rio Grande adjudication, whereas 89 percent of the subfile orders have been filed in the
La Plata section of the San Juan River basin adjudication. A subfile is a water claim or collection of water claims within a
specific hydrographic survey area which is/are associated with the same person(s) or entity.

* Denotes House Bill 2 measure
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LOWER RIO GRANDE ADJUDICATION
QUARTERLY PROGRESS REPORT

I GOALS

Goal: Complete Adjudication

*The Lower Rio Grande adjudication began in 1996. Pending in State court.

Intermediate Goals - Target Compl

etion Date

1. Enter subfile ordersfor al water rights - OSE declined to provide target completion date

2. Conduct Inter Se (objections) - OSE declined to provide target completion date

3. Enter Partial Final Decree - OSE declined to provide target completion date

M. PROGRESSMETRICS

Hydr ogr aphic Survey: FY13 FY 14 3" Quarter Target
I dentification of water rights

Total number of subfilesfiled with court: 12,930

Adjudication packets served 235 138 TBD
Objections raised by defendants 21 33 TBD
Objections resolved without court 28 19 TBD
mediation or litigation

Consent Orders and Defaults 219 150 TBD
Adjudication of Disputed Subfiles FY13 FY 14 3" Quarter Target
Mediation referrals 2 2 TBD
Subfilesreferred to tria 2 1 TBD

Total number of proposed order
Per cent completed- subfileswith

smailed to claiman

tsto date: 8,900

ordersentered to date: 45% (5,787 of 13,907)

Inter Se FY13 FY 14 39 Quarter Target
Document review/preparation Not commenced N/A TBD
Dispute Resolution Not commenced N/A TBD
rd

Major Court Activity FY13 FY14 3™ Quarter Target
Hearings conducted by court 7 3 TBD
Motions/Briefs reviewed by court 235 139 TBD
Opinions and orders entered by 299 162 TBD

court (includes consent orders)
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1. BUDGET, FTE

Office of the State Engineer- Litigation and Adjudication Program

FY 14 Budget FTE or Contractors

Personal Services and Employee Benefits $4,680,000 68
Contractual Services $1,435,800 4.4
Other Costs $335,000

Total FY14 $6,450,800 72.4

Administrative Office of the Courts - Water Rights/Adjudication

FY 14 Budget FTE or Contractors

Statewide Adjudication PSEB + Expenses

-Statewide adjudication judge and AOC staff attorney $100,700 1

District Water Clerks

Lower Rio Grande Adjudication $102,420 2

San Juan Adjudication $85,520 1

Pecos Adjudication $63,560 1

Contractual Services

Special Masters $143,800 T

Court Data Managers $130,000 1

Water Rights Mediators (Statewide) $35,000 2

Water Judges pro tempore $10,000 .05
Total FY 14 $671,000 6.95

V. QUALITATIVE DISCUSSION

Basin-wide I ssuesincluding Federal Claims Progress

Elephant Butte Irrigation District Assessed Acreage Order entered November 2009

Stream System Issue 101: Irrigation water Complete: Final Judgment entered

requirements for pecans and all crops August 2011

Stream System Issue 102: EBID groundwater claim

Complete: Subfile order entered October 2010

Stream System Issue 103: Domestic wells: priority
date and amount

Order designating issue entered December
2009; no current activity

Stream System Issue 104: US' Interestsin the Rio
Grande Project
1) Sources of water for the US' Rio Grande
Project
2) Amount of water
3) Priority date

1) Complete: Order filed August 2012

2) Complete: Order entered February 2014

3) Scheduling Order: entered March 13, 2014.
Pretrial activitiesin progress

Stream System Issue 105: Claims of the Estate of
Nathan Boyd

Complete: Order entered February 2012.
Appeal pending before Court of Appeals.

Resolution of Objectives

Working Session: April 2014
Status Conference: May 2014
Working Session: July 2014
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OSE AND AOC ADJUDICATION QUARTERLY PROGRESS REPORT
San Juan River Basin Adjudication

I GOAL

Goal: Complete Adjudication

*The San Juan River Basin adjudication began in 1975. Pending in State court.

Intermediate Goals - Target Completion Date: Month/Y ear
1. Enter subfile ordersfor al non-Indian water rights — OSE declined to provide target

completion date

2. Enter subfile ordersfor all Indian clains— OSE declined to provide target completion date
3. Conduct Inter Se (objections) - OSE declined to provide target completion date

4. Enter Partial Fina Decree - OSE declined to provide target completion date

M. PROGRESSMETRICS:

La Plata Section of the San Juan River Basin Adjudication

Hydr ogr aphic Survey: FY13 FY14 3" Quarter Target
I dentification of water rights
Total number of Non-Indian subfilesfiled with the Court: 556
Adjudication packets served 5 40 TBD
Objections 0 0 TBD
Objections resolved without court
mediation or litigation 2 0 TBD
Consent Orders and Defaults 4 9 TBD
Adjudication of Disputed FY13 FY 14 39 Quarter Target
Subfiles
Mediation referrals 0 0 TBD
Subfilesreferred to tria 0 0 TBD
Total number of proposed orders mailed to claimantsto date: 615
Per centage complete - subfileswith orders entered to date: 89% (495 of 556)
Inter Se Completed FY 14 39 Quarter Target

To Date
Document review/preparation Not commenced n/a TBD
Dispute Resolution Not commenced n/a TBD

rd

Major Court Activity FY13 FY 14 3° Quarter Target
Hearings conducted by court 13 2 TBD
Motiong/Briefs reviewed by court 185 34 TBD
Opinions and orders entered by 48 25 TBD
court (includes consent orders)
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1. BUDGET, FTE

Office of the State Engineer- Litigation and Adjudication Program

FY 14 Budget FTE or Contractors
Per sonal Services and Employee Benefits $4,680,000 68
Contractual Services $1,435,800 4.4
Other Costs $335,000
Total FY14 |  $6,450,800 724

Administrative Office of the Courts- Water Rights/Adjudication

FY 14 Budget FTE or Contractors

Statewide Adjudication PSEB + Expenses

-Statewide adjudication judge and AOC staff attorney $100,700 1

District Water Clerks

Lower Rio Grande Adjudication $102,420 2

San Juan Adjudication $85,520 1

Pecos Adjudication $63,560 1

Contractual Services

Special Masters $143,800 g

Court Data Managers $130,000 1

Water Rights Mediators (Statewide) $35,000 2

Water Judges pro tempore $10,000 .05
Total FY14 $671,000 6.95

V. QUALITATIVE DISCUSSION

Basin-wide | ssues Progress

Stream System Issue 1: Measurement of amounts of
water and rates of flow

Complete: Fina Judgment entered July
2007

Stream System Issue 2: Determination of priority dates

Complete: Order entered October 2007

Stream System Issue 3: Rights unquantified in the Echo
Ditch Decree

Complete: Order entered October 2007

Water rights settlements with San Juan Water
Commission, La Plata Conservancy District, Aztec and
Bloomfield

Complete: Negotiated in 2013

Adjudication of BHP Navajo Coal water rights

Complete

Indian Water Rights Claims

Progress

Navajo Nation Water Rights Settlement Agreement-State
of New Mexico, the U.S., and the Navgjo Nation

Executed in December 2013

Partial Final Judgment and Decree on Jicarilla Apache
Nation’' s water rights

Entered 1999

Court conducted Expedited inter se proceeding on Navao
Nation’' s water rights with over 12, 000 claimants

Entry of 2 Partial Final Judgments and
Decrees, November, 2013

Notices of Appeal

Filed 2013 in NM Court of Appeals

Petition for Writ to New Mexico Supreme Court

Filed May 2014
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ADJUDICATION QUARTERLY PROGRESS REPORT GLOSSARY

Claimant: Individual asserting awater right or an individual identified by a hydrographic survey
as the owner of awater right

Hydrographic Survey: technical examination of a geographic area of an adjudication to locate,
guantify, and date all existing water rights.

Inter se: proceeding that typically occurs at the end of an adjudication to permit claimants to
challenge the rights of other claimants
o Expedited inter se: proceeding conducted before the end of the adjudication to resolve a

water rights claim that involves, the claimant, the case plaintiff (usualy the State of New
Mexico), and all other claimants (for example the proceeding to resolve the water rights
of the Navgjo Nation)

Mediation: an intervention in adispute in which a neutral third party assists the parties to the
dispute in the effort to reach agreement. In the adjudications, participation in mediation is
voluntarily.

Stream system issue: any issue that, when resolved, could directly affect alarge number of
water rights claimants (for example, the irrigation requirements of crops)

Subfile: awater claim or collection of water claims within a specific hydrographic survey area
which is/are associated with the same person(s) or entity.

Water rightsadjudication: legal proceeding to determine the existence and scope of all water
rights, including the ownership, amount, and priority, for agiven drainage basin.
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Performance Overview: The Department of Environment is fulfilling inspection and permitting functions. Most
of the department’s measures are process-oriented, rather than providing indicators of environmental protection.
The measures should be revised to include outcome-oriented measures, such as the number of days ambient air
quality standards are violated, to help legislators formulate policies and practices to ensure air and water are
cleaner for New Mexicans. The agency reported the performance monitoring plan had not been updated, but will
by summer.

Field Operations and  Budget: FTE: FY12 FY13 | FY14 .
Q1 Q2 Q3 Rating

Infrastructure $17,835.4 193 Actual | Actual | Target
Percent of the population served by community water

1 | systems that receive drinking water that meets all applicable new new 91% 92% 96.2% 86% Y
health-based drinking water standards

2 Perceqt of puplic w_ate_r systems surveys conducted to ensure 89% 95% 92% 99% 98% 92.8% _'G :
compliance with drinking water regulations* -
Percent of public drinking water systems inspected within -

3 | one week of confirmation of system problems that might 100% 100% 100% 100% 100% 100% G
acutely impact public health*

4 iF;esr‘t):s(r;tteg1:( I?crt?; 3:1;?\%))/ hazardous waste generators 20% 24% 20% 28% 4.2% 12.5% -
Total number of new projects funded and dollar amount of

5 | new loans made from the clean water state revolving fund 9/ 10/ TBD 2/ 3/ 0/0 Y
program and the rural infrastructure revolving loan program, $8,180 $9,870 $28,136 $3,219
in thousands
Percent of high-risk food-related violations corrected within

6 | the timeframes noted on the inspection report issued to 83% 92% 100% 99% 98.9% 99.7% Y
permitted commercial food establishments*

7 Pgrcgnt _of annual permitted food establishments inspected new new 100% 99% 99.8% 100% G :
within timeframe due -

Program Rating Y Y Y

Comments: The program identified 257 water systems that could be vulnerable if their only source of water is impaired or
cannot produce adequate quantities. Although it is important the program inspect and survey public water systems, the results
of those inspections and the number of water systems whose water tests exceeded standards are also of interest. In the third
quarter, no new loan/grant agreements were executed in the clean water state revolving fund (CWSRF) nor in the Rural
Infrastructure Revolving Loan Program (RIP), although there are several projects under review.

i Budget: FTE: FY12 FY13 FY14 .
Resource Protection g 01 Q2 Q3 Rating
Program $27,032.1 229.5 Actual | Actual | Target
Percent of groundwater discharge permitted facilities -
8 | receiving annual field inspections and compliance 46% 52% 50% 15% 23% 20% G
evaluations*
9 Percent of permltte_d faC|I|t_|es where monitoring results 71% 71% 71% 70% 70% 20% Y
demonstrate compliance with groundwater standards*
Percent of underground storage tank facilities in significant
10 operational compliance with release prevention and release 69% 60% 70% Annual

detection requirements of the petroleum storage tanks
regulations*

Program Rating Y Y Y

Comments: Although measures track whether permitted facilities are complying with groundwater standards, the program’s
performance results do little to indicate whether pollution is prevented or water quality is improving. Measures, such as the
number of New Mexico’s surface waters that are impaired, should be adopted.

FTE: FY12 | FY13 | Fy14

Environmental Budget: 161
Actual | Actual | Target

Protection Program $15,265.2 Q1 Q2 Q3 Rating

Percent of permitted active solid waste facilities and
infectious waste generators inspected that were found to be
in substantial compliance with the New Mexico solid waste
rules*

11 85% 82% 86% 88% 91% 86%

°
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Percent of radiation-producing machine inspections
12 | completed within the timeframes identified in radiation 88% 99% 88% 97% 100% 97%
control bureau policies*

©

Percent of landfills compliant with groundwater sampling
and reporting requirements

®

13 95% 100% 75% 100% 92% 96%

Percent of facilities taking corrective action to mitigate air

oo . - - 100% 97% 100% 100% 100% 100%
quality violations discovered as a result of inspections

14

°

Percent of serious worker health and safety violations
15 | corrected within the timeframes designated on issued 94% 93% 95% 97% 87.2% 95.6%
citations from the consultation and compliance sections

°

Percent of referrals alleging serious hazards responded to -
16 | via an on-site inspection or investigation (letter or phone 93% 94% 95% 95% 98.1% 97.1% G
call to employer) within ten working days

Program Rating Y Y G

Comments: As of 2011, New Mexico ranked 44th nationally in workplace fatalities. For four out of the five years for which
data is available, New Mexico has higher rates of private sector occupational injuries and illnesses than the national average.
The program’s measures are among the more meaningful in the department because they provide information concerning
improved worker safety and solid waste facility compliance with environmental regulations. Nevertheless, additional
outcome measures of interest should be adopted including the number of air quality violations, the number of workplace
injuries statewide, compared with other states, or if employees are suffering fewer health and safety incidents.

* Denotes House Bill 2 measure
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Performance Overview: The Economic Development Department (EDD) announced 795 new jobs in the third
quarter of FY14, continuing a significant increase from the first quarter and placing the department on track to
slightly exceed the annual target. However, the state economy continues to lag regionally and nationally,
shedding 1,000 jobs from March 2013 to March 2014. New Mexico was the only state in the region to lose jobs.

To address the ongoing need for increased job creation performance, the Legislature appropriated $15 million in
the 2014 legislative session for EDD to use as a “closing fund” under the Local Economic Development Act
(LEDA) to win business projects and create jobs. The agency expended $3.3 million of LEDA funds allocated to
it for FY14 to 10 projects across the state, creating a total of 543 new jobs.

The retail trade and financial services sectors added 2,100 jobs and 1,900 jobs and grew by 2.3 percent and 5.8
percent, respectively, from March 2013 to March 2014. The leisure and hospitality industry grew by 1.7 percent,
adding 1,500 jobs. Government and manufacturing represented the largest losses, shedding 2,800 jobs and 1,900
jobs, respectively.

i Budget: FTE: FY12 FY13 FY14 .
Economic Development g 01 Q2 Q3 Rating
Program $3,876.9 23 Actual | Actual | Target

Total number of jobs created due to economic development -
1 department efforts * 2,684 3,093 2,500 318 826 795 G
2 | Number of rural jobs created * 1,542 1,440 1,250 178 281 248 Y
Number of jobs created through business relocations
3 facilitated by the economic development partnership * 657 244 1,700 20 270 124 L
4 | Number of jobs created by the mainstreet program * 592 529 600 184 156 172 G
Percent of employees whose wages were subsidized by the
5 | job training incentive program still employed by the 72% 72% 60% Annual
company after one year
6 Number 2f workers trained by the job training incentive 1,015 844 1,000 64 82 693 G
program
Average wage of jobs funded through the job training
7 incentive program new $18.46 $20.00 $22.24 $23.04 $17.04 Y
8 Number of existing exporters assisted in entering new new new 10 4 3 2 G
markets
9 | Number of business advocacy cases opened/solved new 75/58 100/45 22/17 25/14 21/22 G
10 Numper qf busine§ses provided tec_hnical as_sistance new new 5 0 2 3 G
resulting in a funding package and job creation
Program Rating Y G G

Comments: The Economic Development Partnership reached just 24 percent of its annual jobs target by the end of the third
quarter, but the organization managed to create jobs at a cost to the state of $1.7 thousand per job during the first three
quarters -- a reduction in cost compared to FY13 and a greater return on investment than most other state-funded job creation
programs.

The Job Training Incentive Program (JTIP) provided funding to train 693 workers, placing the program at 84 percent of the
annual goal. Although the job numbers are much higher for the third quarter, the average post-training wage decreased from
FY13 levels, the first two quarters of FY14 levels, and the FY14 target. EDD recently hired a JTIP marketing manager to
promote the program and assist with administrative functions; further, the JTIP application, review, and feedback process is
now available entirely online.

EDD staff assisted in the planning and implementation of New Mexico’s annual economic development summit, held this
year on April 1-3, 2014 in Hobbs. Staff members presented at the summit on such topics as financing mechanisms and
downtown revitalization. To assist with revitalization efforts, the Public Service Company of New Mexico (PNM) provided
$122 thousand in grants to eight MainStreet communities. During the third quarter, MainStreet added Lordsburg as its
seventh MainStreet “frontier community.”
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. Budget: FTE: FY12 FY13 FY14 .
Film Program $757.1 8 Actual | Actual | Target Q1 Q2 Q3 Rating
11 | Number of media industry worker days * 143,046 216,461 | 150,000 65,780 25,230 44,728 G
12 | Direct spending by film industry productions, in millions * new new $225 $33 $26 $52 <«
13 Number of films and medig projects principally 57 53 60 12 17 14 Y

photographed in New Mexico
Program Rating G G Y

Comments: The Film Program is on track to exceed the annual target for media industry worker days, but the number of
films and media projects in New Mexico remains low compared to previous years. However, EDD now counts only projects
that use the film credit rather than all projects, contributing to the lower numbers. The local industry maintains the lower
numbers are primarily due to the $50 million cap instituted for the film production tax credit. However, legislation passed in
2013 providing an additional incentive for television productions increased New Mexico’s ability to compete for such
projects, and two major new series began preparation for filming in the third quarter.

The Legislature addressed the tax credit cap issue during the 2013 legislative session by allowing a rollover from one fiscal
year to the next of any unused funds up to $50 million. These amounts will not count toward a subsequent year’s annual
limitation. The reported numbers for direct spending by film industry productions are far below the annual target; however,
this measure is new, and the target might need to be adjusted as the department gathers this data.

* Denotes House Bill 2 measure
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Performance Overview: The leisure and hospitality industry is growing but is no longer leading New Mexico’'s
job growth, adding 1,500 jobs from March 2013 to March 2014 -- a growth rate of 1.7 percent. However, year-
over-year growth rates were substantially affected by the Workforce Solutions Department’s (WSD) employment
benchmark revision. As aresult, the leisure and hospitality employment numbers now show substantially greater
increases in FY 13, thereby reducing the year-over-year growth for the third quarter in FY 14 and retroactively
changing the second quarter’ s growth of 1,400 jobsto aloss of 33 jobs. The Tourism Department asked WSD to
analyze the specific impact of the benchmark revision to the leisure and hospitality industry, and the results
should be available in the fourth quarter.

The Tourism Department is hot a key agency and is not required to report quarterly on performance measures.
However, LFC staff recommends making the Tourism Department a key agency for reporting purposes. Due to
the tourism industry’s impact on job growth, the Legisature appropriated nearly $2 million in additional funding
for tourism advertising for FY 14 and an additional $2.5 million for FY 15.

[ Budget: FTE: Fy12 FY13 | FY14 .
Marketing and g o1 | @ | o3 | Raing
Promotion Program $7,811.5 36.5 Actual | Actual | Target

Percent increase in gross receipts tax revenue for
1 accommodations receipts n/a 0.9% 2.0% n/a nfa n/a

Number of new jobs created in the leisure and hospitality ) -
2 industry year-over-year n/a 3,700 800 2,267 33 1,500 G
3 | Dollars spent per overnight primary visitor per day $63.50 $74.91 $63.00 Annual
4 | New Mexico'sdomestic overnight visitor market share 1.0% 1.0% 1.1% Annual
5 (I;’ergent 'of visitors who choose New Mexico astheir primary 79% 71% 70% Annual

lestination

6 | Number of unique digital visitor guide visits n/a na | 120000 | 50,585 ‘ 34,441 | 32222 G
Program Rating n/a G G

Comments: The department is using the additional advertising funds appropriated for FY 14 to expand marketing efforts
farther into Texas to include Dallas and Houston and also begin advertising in Chicago. Last year's return on investment
study showed ads in Colorado and Arizona produced the greatest returns, so the department will continue the campaign in
those states.

The agency began a regional ad campaign for fairs, festivals, and events, which will run from January to June 2014. It
promotes 68 events on 55 radio stations in Phoenix, Tucson, Colorado Springs, Pueblo, El Paso, Midland/Odessa, Amarillo,
Albuquerque, Santa Fe, Las Cruces, Oklahoma City, Fort Bliss, Holloman Air Force Base, and White Sands. In all, over
7,500 radio ads will run in these markets.

The Taxation and Revenue Department has not published leisure and hospitality specific gross receipts tax revenue data since
FY13.

Viagarine Program 534061 14| Aol | Acuel | Tage | @ | @ | @ | Raig
7 | Circulation rate* 94,221 91,197 95,000 Annua

8 | Advertising revenue per issue, in thousands* $65 $68 $80 $65 $65 $68 Y
o | Mok g adingveste s gEe o |y | s | we | wn | m | o | @@

Program Rating na G G

Comments: New Mexico Magazine was named the best state/regional magazine for 2013 by the Western Publishing
Association, marking this the second year in arow the magazine has received the award. New Mexico Magazine is the oldest
state magazine in the United States, founded in 1923, and is the third-largest state-owned publication with a circulation of 90
thousand and more than 240 thousand readers. Advertising revenue per issue remains low, but program revenues exceeded
expendituresin FY 12 and FY 13 after losing money for several years.

* Denotes House Bill 2 measure
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Performance Overview: As a general observation, the Workforce Solutions Department (WSD) improved
performance outcomes during the third quarter of FY 14, including areduction of 31 minutes, or 45 percent, in the
average wait time to complete a transaction with the unemployment insurance (Ul) call center but is still below
the FY14 target. The agency and the Legidative Finance Committee (LFC) are collaborating to refine
performance measure reporting to more accurately track program outcomes for both unemployment services and
workforce development. The LFC and WSD expect to present several new performance measures for FY 16 such
as the number of businesses or governmental entities using Work Keys. There is aso a significant need for
additional reporting on the solvency of the unemployment insurance trust fund. Due to the Great Recession many
state Ul funds, including New Mexico's, were in danger of becoming insolvent. During this time period states
went into debt by $47 billion nationwide to pay unemployment benefits. As of April 2014, the New Mexico fund
balance was down to $33.9 million from $556.8 million in March 2008 and prior to the recent recession. The
agency has agreed to submit quarterly reports on the Ul trust fund, including fund balance, quarterly revenues,
and benefits paid out.

Workforce Budget: FTE: Fy12 FY13 Fy14 .
' . g QL | @ | @ | Rating
Transition Services  $25,184.6 331 Actual | Actud Target
Percent of eligible unemployment insurance claims N
1 | issued adetermination within twenty-one days from 2% 70% 75% 55% 76% 90% G
the date of claim*
Percent of youth that entered employment or are
2 | enolled in post-secondary education and/or advanced 57% 57% 57% 56% 55% | 53% Y
training after receiving workforce investment act
services®
3 Number of_adults and dlslocat_ed Worke_rs receiving 2,206 2,603 3,500 2287 2318 2,300 Y
workforce investment act services (rolling quarter)
4 Average time tq complete a transacts on W'.th the 15 min 36 min 10 min 44 min 68 min | 37 min Y
unemployment insurance call center, in minutes*
5 Percent of recently separated veterans entering 25% 45% 60% 5006 28% 26% -
employment
Percent of disabled veterans entering employment o o o o
6 after receiving workforce devel opment services 39% 39% 45% 47% 44% 39% L
7 Total number of |'nd|V| duals receiving Wagner-Peyser new basdine 150,000/37,500 125609 | 125985 | 118,797 G
employment services (annual/qtr) -
8 Perqeqt of unemployed individuals empl oygd after new basdine 519% 550 53% 53% e
receiving \Wagner-Peyser employment services =
Percent of individuals that have received Wagner- N
9 | Peyser employment services retaining employment new baseline 70% 78% 76% 73% G
after six months*
Average six-month earnings of persons entering -
10 | employment after receiving Wagner-Peyser new baseline $12,500 $13,447 | $13,251 | $13,011 G
employment services
11 Percent of recently _separated veterans retaining new basdine 65% 77% 720 67% G
employment after six month -
Average six-month earnings of persons entering .
12 employment after receiving veterans' services new baseline $16,000 $17,195 | $16,745 | $15,605 Y
13 Percent of all flrs_t _payments made within fourteen new basdine 85% 71% 82% 89% G
days after the waiting week -
Program Rating Y Y Y

Comments: The percentage of recently separated veterans entering employment and disabled veterans entering employment
after receiving workforce development services continued to decline during the third quarter. The agency reported recently-
separated veterans continue to face a very competitive labor market affecting their ability to re-enter the workforce. Most of
the recently separated veterans have registered in the New Mexico Workforce Connection (VOSS) program, but many have
decided to use their “Gl Bill” education benefits to pursue higher education degrees instead of workforce training.
Additionally, the average six-month earnings of persons entering employment after receiving veterans' services has
consecutively declined over three quartersin FY 14. The agency reported that New Mexico has not added high-demand high-
wage jobs as a result of a weak economy and veterans who are reentering the labor force are finding only service sector jobs
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that pay entry-level wages.

. Budget: FTE: Fy12 FY13 FY14 .
1 2 3 Ratin

Labor Relations ¢/ 57,5 36 | Actua | Actua | Target Q Q Q 9

14 P(_arc_ent (_)f wage claims investigated and resolved 89% 91% 90% 91% 88% 83% Y
within ninety days*

15 | Number of discrimination claims investigated 597 589 5007125 79 166 132 G

(annual/qtr)

16 Percent of hu'maj rights cases that receive probable new basdline 0% 36% 4% 68% Y
cause determinations that are resolved within one year

17 Percentag(i of targeted public works inspections new basdline 0% 100% 100% 100% G
completed

Program Rating Y Y Y

Comments: The percent of wage claims investigated and resolved within 90 days continued in a downward trend. The Labor
Relations Division received almost triple the normal wage claims during the third quarter from the Las Cruces office due to a
specific business closure. However, the agency stated the cases will be completed by the fourth quarter. The percentage of
cases receiving probable cause determinations within one year continued to increase in the third quarter of FY14. This
performance measure is a rolling percentage figure which increases cumulatively each quarter, and the agency projectsit will
meet the target by the fourth quarter. The division investigated more discrimination claims in the second and third quarters
than in the first quarter.

Workforce Budget: FTE: Fy12 FY13 Fy14 .

Technology $10,671.7 39 | Actua | Actua | Target QL | Q2 | Q3 | Raling
The percentage the unemployment framework for -

18 | automated claims and tax services gpplications are 100% 100% 100% 99% 100% 100% G

available during scheduled uptime

Response time from system outage to restoration of

19 | service on unemployment framework for automated new 13 min 20 min 4 min 10 min 0 min G
claims and tax services in minutes
Program Rating G Y G

Comments: During the third quarter, the Workforce Technology program did not encounter any new or significant Ul Tax &
Claims system outages. During the second quarter of FY 14 the program responded to a significant increase in claims and
applications traffic as a result of the federa government shutdown and the pending end of the EUC program but was
remedied by the end of the third quarter.

. . Budget: FTE: Fy12 FY13 FY14 .
1 2 3 Ratin

BusinessServices  gg 7331 20 | Actua | Actud | Target Q Q@ | Q g
20 Z:fi;e;‘ét?gf“p' oyers sampled reporting customer 99% 98% 99% 98% | 99% | 99% G

Number of days to publish bureau of labor statistics

provided seasonally adjusted business employment =
21 dynamics data quarterly at the state level upon receipt 4 days 5 days 4 days 2 days 1 day 2 days ¢

from the bureau of labor statistics

Number of personal contacts made by field office 50.000/12.500 -
22 | personnel with New Mexico businesses to inform 54,858 110,069 (:;\nnu all ! 0 34,054 30,809 | 34,695 G

them of available services or provide actual services* at
Program Rating G G -G

Comments: The Business Services program met or exceeded all FY 14 performance targets. Additional performance measures
for the program are necessary to better illustrate the services provided to New Mexico businesses. For example, the agency
could report on the number of businesses which are using Work Keys to assess soft and cognitive employee skills. This tool
also provides access to “up-skilling” services and alows businesses to select and develop employees based on job skills
which better match organizational needs. Licensing for Work Keysis currently funded by federal funds and has unlimited use

capability.

* Denotes House Bill 2 Measure
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Performance Overview: The Department of Information Technology (DolT) has found it difficult to recruit
members and achieve a quorum for the state’s Information Technology Commission (ITC), which is responsible
for providing oversight for the state’s IT initiatives. However, in the second quarter the ITC elected officers and
in the third quarter assigned subcommittees to reexamine the role of the commission and revamp the statewide IT
strategic plan. Dol T successfully transferred the state's SHARE system to new hardware (called “replatforming,”)
and indicated it would release an updated plan for upgrading the antiquated SHARE software in the next few
months. Finally, the department reported the SHARE financial system was down 7 hours in the third quarter due
to an unplanned outage in February 2014,

i Budget: FTE: FY12 FY13 FY14 .
Comphance and g 01 Q2 Q3 Rating
Project Management ~ $855.8 7 Actual | Actud Target

Monthly number and budget of approved information
1 | technology professional services contracts and new $2%?5/M Explanatory $25413(;/M $§21/V| $§'g/M
amendments
Number and appropriated budget of executive agency 64/ 65/ 67/ 80/
2 | certified projects reviewed monthly for oversight new Explanatory
requirements $340M $344M | $370M | $404M
Program Rating
Comments: For FY 14, staff is reporting on output measures only. Measure 1 refers to all Dol T certified projects as well as
review of quarterly information technology status reports provided by agencies. The program continues to report status
information on the state’s 10 largest information technology projects.
. . Budget: FTE: FY12 FY13 FY14 .
1 2 3 Ratin
Enterprise Srvices  gg1 9407 168 | Actual | Actual | Taget | © Q Q g
Queue-time to reach a customer service representative at =
3 the Dol T help desk, in seconds® 14 12 <19 8 9 6 2
4 | Servicedesk calsresolved by priority:
Priority 1 (8 hours) New 64% 90% 78% 78% 75% Y
Priority 2 (24 hours) New 37% 90% 56% 49% 43% <«
Priority 3 (40 hours) New 51% 90% 69% 85% 73% Y
Priority 4 (80 hours) New 83% 90% 67% 100% 40% <«
Priority 5 (160 hours) New 100% 90% 100% 100% 100% G
5 Percent of mal nfr?me uptime affecting user access or 100% 100% 99.9% 99.4% 99.9% 99.9% G
batch scheduling
Percent of scheduled uptime the statewide human capital
6 management suite of the statewide _human resource, _ 98.9% 99.6% 99.9% 100% 99.8% 99.0% Y
accounting and management reporting (SHARE) system is
available during business hours
Percent of scheduled uptime the financial suite of the
statewide human resource, accounting and management
! reporting (SHARE) system is available during business 98.9% 99.6% 99.9% 100% 99.8% 97.6% Y
hours
Program Rating G Y Y

Comments: The department implemented a new help desk tracking application to monitor customer service. Dol T reported
the SHARE human capital management system was down five hours for the replatforming project; the SHARE financias
system was down the same five hours for replatforming, and an additional 7 hours for an unplanned outage at the end of
February 2014.

Budget: FTE: Fy12 FY13 FY14 .
Program Support g3 5936 35 | Actud | Actual | Tagee | QY | @2 | Q3 | Raling
Percent of audit corrective action plan commitments
8 completed on schedule* 50% n/a 95% Annual
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Percent of mainframe services meeting federal standards

9 | for cost recovery* n/a 100% Annual
10 Percent of voice, data and radio services meeting federal n/a 100% Annual
standards for cost recovery
Percent of accounts receivable dollars collected within o o o o o o o
1 sixty days of the invoice due date 81% 45% 5% 66% 90% 95% =
12 Dollar amount of receivables over 60 days, in millions $7.2 $7.1 $75 $5.9 $7.0 $8.2 I.G.
Program Rating G Y 9 J
Comments: Measure 8 above refers to the percent of audit corrective action plan commitments completed on schedule per the

prior year financial audit. In FY 12 the department received a qualified opinion and identified six findings, including the lack
of adequate capital asset management, the inability to reconcile accounts receivable, unbilled receivables for telephone usage,
budget overspending in other finance uses categories, and the lack of a finalized business continuity and disaster recovery

plan.

FY 14 results will indicate corrective actions per the FY 13 audit completed December 2013. DolT's FY 13 audit was
“unmodified” and contained no material weaknesses, however, the department is till in need of improved SHARE controls
such asan I T security policy and afinalized departmental business continuity disaster recovery plan.

* Denotes House Bill 2 measure
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Taxation and Revenue Department
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Performance Overview: Motor Vehicle Division (MVD) field office and call center wait times continue to track
better than agency targets. Wait times in field offices were just over 18 minutes and call center wait times were
just under four minutes. In February 2014, the department executed an agreement with a vendor for the new MVD
driver and vehicle information technology system and began the planning phase for the project. The system is
estimated to cost $16 million in state general fund revenue and be completed in FY16. Finally, collections of audit
assessments and delinquent property taxes are on target to meet goals for the fiscal year.

. . Budget: FTE: FY12 FY13 FY14 .
1 2 3 Ratin
Tax Administration $31,188.9 507 Actual | Actual | Target Q Q Q 9
1 Collectlon_s as a percent qf collectable audit assessments 64.2% 66.0% 55.0% 5.5% 33.7% 53.4% G
generated in the current fiscal year * (cumulative)
Collections as a percent of collectable outstanding balances o N o o 0 o -
2 from end of the prior fiscal year* (cumulative) 18.4% 17.6% 18.0% 9:5% 12.6% 14.9% -
3 Percent of electr(_)nlcally—flled persoilal income tax and 82.1% 84.9% 85.0% 82.0% 84.0% 88.8% G
combined reporting system returns
Program Rating G G G

Comments: Assessments through the third quarter totaled $26.6 million, of which $4.2 million is less than 90 days old, $13.4
million is in protest, and $1 million has been abated or is in bankruptcy. This leaves a collectable balance of $8 million.
Collections were $4.3 million at the end of the third quarter resulting in collections at 53.4 percent of collectable audit
assessments. The program continues to exceed targets for electronically-filed tax returns.

MoorVeicle %7 ais | Acuel | Acual | Targer | @b | @ | Q3 | Raing
4 | Average call center wait time to reach an agent, in minutes* 6:41 6:52 6:00 8:52 4:44 3:56 G

5 | Percent of registered vehicles with liability insurance* 91.8% 90.9% 92% 90% 90.8% 91.0% Y

6 | Average wait time in g-matic equipped offices, in minutes* 25:06 24:42 20:00 23:23 15:41 18:08 G
Program Rating Y Y G

Comments: The department notes process improvements implemented over the past year are paying off, resulting in
improved customer service. Additionally, the department maintained lower vacancy rates which typically results in a positive
impact on wait times. The program recently implemented a centrally-controlled g-matic system that ensures consistent use of
the equipment and improves data reliability.

Budget: FTE: FY12 FY13 FY14 .
1 2 3 Ratin
Property Tax $3,320.3 41 Actual | Actual | Target Q Q Q 9
Percent of counties in compliance with sales ratio standard
! of eighty-five percent assessed value to market value * 97% 97% 92% Annual
Amount of delinquent property tax collected and distributed -
8 to counties, in millions $11.3 $12.0 $7.0 $3.6 $2.6 $2.2 G
Program Rating Y G

Comments: Property taxes contribute approximately $1.5 billion of revenue to New Mexico’s counties annually. After two
and a half years of non-payment, delinquent property tax accounts are transferred to the Property Tax Division for collection
pursuant to Section 7-38-62 NMSA 1978. In FY13, the program returned approximately $12 million in delinquent property
tax obligations to New Mexico’s counties, an all-time high. At the end of the third quarter the program collected $8.4 million.

Compliance Budget: FTE: FY12 FY13 | FY14 .
1 2 3 Ratin

Enforcement $2,192.4 28 Actual | Actual | Target Q Q Q g
9 Number of tax investigations refe'rred to prosecutors as*a 15% 66.7% 40% 50% 2504 33.3% Y

percent of total investigations assigned during the year
10 Successful tax fraud prosecutions as a percent of total cases 100% 100% 100% Annual

prosecuted
Program Rating Y Y Y

46



Performance Report Card

Taxation and Revenue Department

Third Quarter, Fiscal Year 2014

Comments: This measure is cumulative for the year and at the end of the third quarter, six cases were assigned to
investigators and two were referred for prosecution. In the fourth quarter the program will have to perform better than
average to meet the FY14 cumulative target of 40 percent.

Budget: FTE: FY12 FY13 FY14 .
Program Support $20,715.0 187 Actual | Actual | Target Q1 Q2 Q3 Rating
Percent of driving-while-intoxicated drivers license -
11 | revocations rescinded due to failure to hold hearings in .20% 0.5% <1.0% 0.4% 0.4% 0.3% G
ninety days* (cumulative)
Program Rating G G G

Comments: A total of 3,642 implied cases were scheduled for the first three quarters. Of these, 12 cases were rescinded due
to department error. The program is on track to meet its annual target.

* Denotes House Bill 2 measure
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State Personnel Board
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Performance Overview: Performance results for the State Personnel Office (SPO) indicate the statewide
classified service vacancy rate improved significantly from FY12 and FY13 levels, but is above the FY 14 targeted
level. The result for average number of days to fill a position improved slightly from the first and second quarters,
but is still nearly double the FY14 target and above FY12 and FY13 actuals. Results for average state classified
employee compa-ratio and new-hire compa-ratio are now reported by SPO on a year-to-date basis, so while it can
be accurately said they are not meeting FY 14 targets, it is difficult to ascertain if progress is being made quarterly.
The results for the measure on employees leaving the state workforce are tracking below the FY14 target and
FY13 actuals. State employee average overtime per month and the percent of employees receiving overtime is
tracking above the FY14 target and is a concern because, as SPO states in their 2013 Classified Service
Compensation Report, there is a correlation between vacancy rates and overtime hours worked.

Budget: FTE: FY12 FY13 FY14 .
Program 1 2 3 Ratin
g $4,519.5 53 Actual | Actual | Target Q Q Q 9
1 | Statewide classified service vacancy rate* 19.7% 16.8% 12.0% 14.3% 15.3% 12.7% Y
Average number of days to fill a vacant position from
2 the date of posting* 69 & 40 81 8 76 -
3 | Average state classified employee compa-ratio* new 99.5% 95% 99% 99% 99% Y
4 | Average state classified employee new-hire compa-ratio new 94% 91% 95.6% 95.6% 95.7% -
Percent of eligible employees with a completed
5 | performance appraisal on record at the close of the fiscal 58% 93% 99% Annual
year
Percent of departments or agencies with over ninety o o
6 percent of personnel evaluations completed new 95% 95% Annual
7 Per_cent of new employees who successfully complete 58% 58% 85% Annual
their probationary period*
8 | Percent of turnover for employees leaving state service* new 8% 18% 17% 13.5% 6.1% G_
9 State employee average overtime usage per month and new 16 hours/ 12 hours/ | 17 hours/ | 16 hours/ holu6rs / Y
percent of employees receiving overtime 16% 12% 13% 18% 18%
10 Nur_nber of fule—compllance audit reviews performed 5 8 5 Annual
during the fiscal year
1 Percent _of rule-compllence audit exceptions corrected 100% 100% 100% Annual
within six months of discovery
Ratio of disciplinary actions to number appealed to state . .
12 personnel board* new 5:1 5:1 nla nla nla
Program Rating Y <D Y

Comments: It would be useful if all data collected by SPO was available on a quarterly basis as it would assist the Legislature
in its evaluation of personnel policy and practice trends in the state. In cooperation with LFC and DFA staff, new measures
should be developed that ensure relevance, reliability, accessibility, efficiency, and comparability and can be accurately
benchmarked to best practices in other states. Further, the agency performance report should include specific corrective
action plans for all measures, including: 1) details on the causal and contributing factors leading to performance issues for a
particular measure; 2) targeted corrective actions to address problems in the results, and; 3) resources needed and a projected
timeline for accomplishing the corrective action.

As a general update on the state of personnel policy in the state:

e SPO recently recommended, and the State Personnel Board approved, salary structures for six occupation groups
and a timeline for the completion of eight other occupation groups. However, the cost is unknown.

e Estimated AFSCME/CWA remediation plan settlement costs total $33.7 million; after consideration of agency
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reversions and vacancy savings, the estimated deficit to the state for all agencies and all funds totals $3.6 million.

e According to the May 2014 Baseline Report, state employee levels dropped by 348 employees, or 1.5 percent to
22,239, from 22,587 in July 2013.

e According to the LFC Funded/Unfunded Vacancy Report, the amount of funded vacant FTE in state agencies from
all sources is projected at $108 million.

e The state remains at an impasse with unions on a new collective bargaining agreement.

* Denotes House Bill 2 measure
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Performance Overview: Sharply rising risk and employee benefits costs continue to impact the agency.
Although Risk Management improved its risk allocation methods, the Group Benefits Committee has not met and
provided oversight for health benefit changes for FY14 and beyond. In addition, measures are inadequate for a
program that pays $350 million in health claims, or 75 percent, of the program’s total expenditures. For Facilities
Management, some capital projects experience cost overruns and schedule delays, due to incremental funding,
change orders and procurements that delay progress. Finally, State Printing needs to diversify its customer base.

i Budget: FTE:
Il\?/llzlﬁagement $98,%89.4 59 FY12 FY13 Fy1a Q1 Q2 Q3 Rating
Actual Actual Target

Program

1 Projected financial position of the public 154% 91% 50% 206% 128% 313% Y
property fund*
Projected financial position of the public 0 0 o o o o

2| Jiability fund* 23% 38% 50% 33% 13% 28% <<

3 Projected f_|nanC|aI position of the workers 28% 25% 30% 28% 15% 21% Y
compensation fund*

4 Employ_ees trained on loss control and new 500 1,074 0 164 G
prevention :

Program Rating @« Y Y

Comments: Most of the risk fund targets reflect efforts to maintain asset balances no less than 50 percent of actuarial
projected losses, excluding attorney fees and other settlement costs. The financial position of the funds as a whole has
improved from prior years; however, there are still not sufficient assets in some funds to pay all claims against the state if
called upon. Projected payments from the public liability fund have increased 35 percent from FY13, with civil rights,
including employment claims, and professional liability, including medical malpractice and law enforcement claims, which is
a worrisome trend. Legal counsel dollars spent and unemployment claims challenged will be reported in the fourth quarter.

Budget: FTE:
Epee SR sueswa o | M2 R P o | e | or | mang
5 | Prescriptions filled with generic drugs 83% 84% 80% 86% 84% 83% _G
6 Elggil;;ec:tate employees purchasing state health 96% 94% 90% 4% 87% 92% _G
Program Rating Y Y Y

Comments: Despite rising premiums and out-of-pocket costs, 18,615 employees were enrolled in coverage which was an
increase from the second quarter. More likely, this reflects improvement in data collection and reporting from hiring a third
party administrator. To help keep health care coverage affordable, the program is promoting a high deductible health plan and
wellness checkups with real-time labs during work hours to identify health trends earlier. Measures to track premium changes
over time and claims costs based on diagnoses will be reported in the fourth quarter.

I Budget: FTE:
Facilities FY12 FY13 FY14 .
$11,914.7 156.5 Q1 Q2 Q3 Rating

Management Actual Actual Target

8 Natural gas consumption for state-owned new 39,625 38,436 813 9,710 29,457 G
buildings (cumulative) MMBtu MMBtu MMBtu MMBtu MMBtu :

9 Electricity consumption for state-owned new 21,930,273 | 21,272,365 | 6,753,045 | 12,014,605 | 17,321,457 G
buildings (cumulative) kWh kWh kWh kWh kWh :
Facilities Management capital projects on o 0 o o o o

10 schedule and within approved budget* 95% 93% 92% 89% 96% 87% Y

11 | Lease costs (cumulative) * $45,500.0 $44,300.0 $42,085.0 | $44,300.0 | $43,766.0 | $42,759.4 Y

12 | Leased space (cumulative) new 2,936,988 2,790,139 2,936,988 2,932,361 2,924,453 Y

13 | Repair work orders completed on time new 80% T1% 62% 69% Y

Program Rating G Y Y
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Comments:  Utility cost increases are slowing due to efficiencies installed under the federal stimulus program and
improvements in building maintenance. Out of 152 third quarter projects for FY14, 22 projects were off schedule including
three with funding issues, two with unforeseen conditions, and one due to weather conditions. However, 16 were due, to large
extent, from poor planning on the part of the state and weak project management. The program is working to find the right

balance between leased and state-owned space and FTE per usable square foot.

Sivide ' siogms a4 | PR | RYI3 LRI o | | gs | g
Program ' Actual Actual Target

14 | State vehicle fleet beyond five-years* new 52% 20% 52% 59% 54% -
15 | Short-term vehicle use 45% 47% 49% 2% 50% 73% G
16 | Vehicle lease revenues to expenses 97% 76% 90% 92% 108% 98% G
17 | Vehicles accumulating 1,000 miles per month new 41% 46% 35% 30% 25% -
18 | Revenue generated thru Surplus Property $620.0 $535.3 $551.4 $266.7 $359.4 $269.4 G
Program Rating Y G Y

Comments: Out of 1,988 fleet vehicles, half are older than five years and only a quarter accumulated more than 1,000 miles
per month. However, the percent of short-term vehicle use in the first three quarters of FY14 reflects more short-term vehicle
use when compared with FY13 and FY12. This is because of efforts to remove underutilized agency vehicles, more relaxed
in-state travel policies and hopefully less personal vehicle use. The number of older vehicles will decline once new vehicles
are received, replacing older model years. This should reduce expenses by having fewer older vehicles to maintain and
operate.

Procurement Budget: FTE:
Services $2,2%3.3 28 FY12 FY13 Fyla Q1 Q2 Q3 Rating
Actual Actual Target

Program

19 Government employees trained on Procurement 636 754 600 106 231 357 Y
Code compliance and methods (cumulative)

20 | Procurement code violations (cumulative) 50 21 20 4 22 27 Y

21 | Small businesses assisted (cumulative) 327 1,361 325 317 317 432 G
Awards to companies with a NM preference

22 out of total contracts awarded (cumulative) 100 of 538 105 2 0f 46 110f 103 110f132 -

23 | Sole source procurements (cumulative) 45 132 119 45 78 141 -

Program Rating G <] Y

Comments: The number of procurement violations in FY13 declined significantly from FY12 but is on the rise for FY14,
mostly due to an invalid purchase order or contract and often reflect inadequate training and oversight. Measure 23 reflects
the creation of a new online portal to track sole source and emergency procurements. Prior to that, state agencies were not
required to disclose sole source procurements which are often propriety, a health or safety threat, or an emergency. The
number of small businesses assisted includes those that registered using the online vendor registration portal.

- Budget: FTE:
State Printing FY12 FY13 FY14 .
Program $1.7116 17 Actual Actual Target Q1 Q2 Q3 Rating
24 | Revenue generated* (cumulative) $1,146.4 $1,565.2 $1,721.7 $150.1 $409.0 $1,003.2 Y
5 Sfiles growth i'n revenue com_pargd with tyvo 220 1% 10% 20% 14% 27% G
fiscal years prior (similar legislative session) -
Program Rating Y Y Y

Comments: Despite vacancies, the program projects an increase in revenue when compared with similar quarters in FY12.

* Denotes House Bill 2 measure
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Performance Overview: The Administrative Office of the Courts continues to experience cost overruns
in the jury and witness fund. The Judicial Automation Program concluded the implementation of an
electronic case management system in district and magistrate courts. Implementation of the new system
will likely result in efficiency gains in those courts. The Magistrate Court Program has been forced to
maintain vacancies but has not seen significant service interruptions.

Administrative Budget: FTE: FY12 FY13 | FY14 .
Services Program $11,268.8 41.8 Actual | Actual | Target Ql Q2 Q3 Rating
1 | Average cost per juror* $49.76 $51.93 $50.00 $58.92 $56.67 $49.55 G
Program Rating G Y Y

Comments: The main driver of costsin the jury and witness fund is interpreter costs. AOC is trying to come into compliance
with federal Title VI, which requires courts to make interpreters available to parties involved in criminal and civil litigation.
Interpreter costs rose from 17.6 percent of jury and witness fund expenditures in FY02 to 36 percent in FY13. Despite
reducing juror pay, fund expenditures continue to increase. Since FY 08, the AOC only reached the cost per juror target in
FY09 and FY12. While juror payments were made timely through the third quarter, the AOC projected that without the
award of emergency funding in FY 14, juror payments may be suspended in the fourth quarter. In May 2014, the Board of
Finance approved a $464 thousand grant to the AOC to cover the entirety of the projected FY 14 deficit in the jury and
witness fund.

Judicial Automation ~ Budget: FTE: Fy12 | FY13 | FY14 .
Program $9,070.0 515 | Actud | Actud | Target | Q2 Q3 | Rating
2 ﬁc\)/L(lerr;ge time to resolve automation calls for assistance, in 86 16.7 100 123 128 e =
Program Rating G Y Y

Comments: The Judicia Information Division (JID) implemented the Odyssey case management system (CMS) in
Metropolitan Court (Metro Court) in Bernalillo County in March 2014. The Metro Court has the highest volume of cases and
the level of customization required made it the most complex of the implementations to date. JID has now completed
implementation in all courts except the Court of Appeals and Supreme Court. The dramatic decrease in time to resolve calls
for assistance between the second and third quarter is likely related to a 47 percent increase in calls for assistance over this
period; as the call volume increased, the nature of the assistance required became less complex. JID management is working
to understand the reasons behind the increase in call volume.

pgtecant ot 0o [NE TN o | @ | @ | wan
3 | Bench warrant revenue collected annually, in millions* $3.08 $3.30 $3.10 $0.78 $0.76 $0.85 G
4 | Percent of cases disposed as a percent of cases filed* 101.7% 101.1% 95.0% Annua

Program Rating G G G

Comments: The warrant enforcement program within magistrate courts is on track to meet the target for bench warrant
revenue collected annually. AOC reported an FY 14 warrant enforcement fund balance of $2.3 million. Much of this funding
will been used to pay for lease costs in magistrate courts statewide. AOC provides data for measure 4 on an annual basis.

Special Court Budget: FTE: FY12 | FY13 | FY14 .
Services Program $9,353.7 4.5 Actual | Actual | Target Ql Q2 Q3 Rating
5 Number of monthly supervised child visitations and 1,258 1,022 1,000 998 978 989 Y
exchanges conducted*
Number of children to whom court-appointed special -
6 advocates (CASA) volunteers are assigned* va 1,553 1,200 1,356 146 117 G

Program Rating G G G

Comments: AOC requested a change in measure 6 to reflect children served rather than cases to which a CASA volunteer is
appointed because a single case may have multiple children but a CASA volunteer may serve only one child in a case. The
first quarter total for measure 6 is high because it counts ongoing cases and cases initiated in the first quarter. The decrease
between the second and third quarters may be attributable to staff transitions in the 3" and 13" judicial districts. The AOC
anticipates the number of children served by CASA volunteers will increase in the fourth quarter.

* Denotes House Bill 2 measure
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= ‘é 7 ;)-’. DE_ E Milestone(s) achieved | Milestone goal(s) for next S|
Project description < e last quarter quarter Project status aldlz
Estimated completion date for the driver component is 05/29/15;
) . the vehicle component completion date is 09/05/16. During the
Final contract award with ) :
) i . ) final planning stage, MVD moved the schedule out by a few
FAST Enterprises Definition" tasks, including ; )
) . L months and increased the budget forecast slightly (less than
including IV&V and determining how RFP -
. ) N ) . ) $600 thousand) to accommodate more full-time staff to the
MVD Driver Reengineering: project management. All |requirements will be met by . . . .
333 ’ . project. "Spent to date" for the new system is reset from the
Replace the MVD Driver and Vehicle hardware and software |the Tapestry system and . -
TRD . . . cancelled HP contract (May 2011); some of the $4 million
Systems with an integrated system. has been ordered and how NM MVD business ) ) . ) .
) . invested in the failed Milagro project can be leveraged for the
o 0 development and test rules will be incorporated R A I A
S @ ™ - . . . new project. Approximately $16.3 million in previous general
S ™ o = environments are in into the software package. e ) : . )
o < [} g 9 lace fund appropriations is available for the new project. Vendor is on
8 % 3 ] IS place. site and initial IV&V reports shows a "green" status for the
© [} < o 3 -
— o <5 < £ o project.
@ B B & = S
Project is within scope, schedule and budget. TRD reported $5.8
GenTax Upgrade: 1) Upgrade million in increased revenue collections since it began the
GenTax V6 to V9 2) Replace upgrade. In 2012, the Legislature appropriated $6 million in
Refunds/TOP V5 module with core Service release 1.1 of the |general fund. In 2013, the Legislature appropriated an additional
333 Refunds/TOP V9 module 3) Provide Business credit manager business credit manager $1 million to purchase “enhanced maintenance” for the system,
TRD TRD with a Business Credit Module module implemented 9 (service releases contain a |which includes 4 dedicated contractors to support system
4) Pilot a stand-alone version of the P ’ collection of updates, fixes |upgrades and increased functionality such as improved fraud
data warehouse programs into the =4 =4 93 s < and enhancements). detection. The department states the total annual cost of the
GenTax Data Warehouse 5) = = < 2 § enhanced maintenance for GenTax is $2.75 million, which has
Improved reporting ] Q 3 2 S been incorporated into the FY15 operating budget (and not
8 2 2 3 E g reflected in the $6.2 million implementation appropriations).
NGARD Mainf M ization: A
Sulﬁ)usinessamr(r)?:r;]ses aﬁgle;r};zzt:%n Stabilization of ONGARD largely completed; the system can run
uparade of oilpand natural yas on DolT's newly-upgraded mainframe. The IV&V vendor noted
azgwinistration and revenug Release of RFP for the management team did an excellent job of releasing the RFP,
333 ) ONGARD upgrade; initial . . working with the vendor on the function point analysis (FPA -
database system to the American . Evaluation of vendor bids. ) : L .
TRD Petroleum Institute (API) standard evaluation of early removing unused lines of code) and coordinating with the
8 S 8 vendor list. printing solution vendor. Since the first FPA (2008), the number
(expand current well number by four =) S S c 1) . S
- - - S S S S = of lines of code has been reduced from over 5 million to about 3
digits and add additional processing IS > IS) = =] - :
) ) L - S ~ 8 N million through analysis of unused screens and processes.
logic for horizontal drilling) < o < o = N
& & & & £ =
Completed design and
SIRCITS: (Statewide Integrated construction at 27 sites. The independent verification & validation (IV&V) contractor
Radio Communication Internet Antenna, waveguides, Construction at remainin maintained the overall status at "yellow" because the project
Transport System) -- Two Part and routers/radios two sites (weather 9 lacks an updated project schedule. The IV&V contractor noted
Project: 1) Complete Analog to installed in more than 60 ermitting) and final that without the project schedule it is impossible to determine
361 Digital Microwave (DMW) conversion sites; over 1,300 miles 2 ui megt urchases whether the project is on schedule or not; nevertheless, the
DolT |statewide to provide Middle Mile have been put into BZ' iFr)l desi pn of the L1.'E contractor noted the project continues to make progress.
Broadband service, and; 2) Design » ~ o - production service. s sgiem inclgudin REP Construction on Coyote and Eureka sites and the antenna
and Build a Public Safety 700Mhz <] S 8 s | = s [Memorandum of dZ:veIo ment 9 installation on Tesuque Peak have been delayed until spring
LTE Last Mile Service in Abq and S 3 38 8 g Q  |understanding with P ’ due to weather. The team updated the project completion
Santa Fe. ,C\’— g» ; $— 2 § Customs Border schedule from July 2013 to September 2015.
3 2 8 3 | E S |Protection ongoing.
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2 = E i ;)-)- 09_ E Milestone(s) achieved | Milestone goal(s) for next = E E
Project description < u last quarter quarter Project status 5 ol
NM State Broadband Initiative: The
New Mexico Broadband Program Data gathering,
(NMBBP) is mapping and planning processing and The NMBBP is staging a The project is within scope, schedule and budget. NMBBP is
broadband availability within NM. uploading of broadband |broadband gap analysis working toward regional implementation plan pilots that will
361 Includes planning, capacity building, availability to the with associated digital include the Northwest NM Council of Governments (Town of
DolT |and technical assistance elements. National literacy education of state  |Milan). NMBBP has also contracted for help to develop a
Project will implement strategic < ~ 4 o ~ Telecommunications and |senior centers and pueblo |statewide strategic broadband plan which is to be presented to
planning initiatives to determine the 3 I [ o S © Information adult care centers. the Legislature in October 2014.
underserved populations and N N S 5 £ &  |Administration.
facilitate broadband adoption. 6‘_4 §§ g Q E. S
DolT reported in April 2014 that it successfully replatformed
SHARE on upgraded hardware and that the system is now
stabilized, enabling long term application planning on the new
platform. DolT reports improved online and offline process run
times and improved user experience and that it also created an
361 SHARE Replatform (hardware . Production monitoring and |on-premise SHARE disaster recovery environment with real-
Project closeout. . L ; - ) .
DolT |upgrade): closeout. time data replication and failover capability. This project began
in 2008 and suffered delays resulting in purchased equipment
o o © that was never used. DolT reports over $3 million in IT,
8 8 3 5 3 severance tax bonds, and operating budget certified to this
3 3 2 ] 8 project.
S S — 3 )
2 3 3 310 &
With the completion of the SHARE replatform project (above),
DolT estimates it will have a revised plan to update SHARE
Contractor (Oracle) software within a few months. In February 2013, the DolT made
completed SHARE a special request for funding to stabilize and upgrade SHARE;
361 i Financials Upgrade Revised implementation the appropriation was contingent on monthly written status
DolT SHARE Software Upgrade: Project Upgrade Delta plan. reports and IV&V reports to the DFA, although to date none of
8 c Analysis report (needs the appropriation appears to have been used. Delay of this
g g E’ assessment) July 2013 upgrade impacts other state IT systems, such as the HSD
8. g % < ASPEN project, which requires the completed upgrade for some
9 2 2 5 a /a necessary program interfaces.
SHARE Cash Remediation Phase R
I: Correct business processes and Amgmﬂcant amount of progress has been made toward
improper configuration of the original Close-out of Deloitte identifying and correcting the problem that the general ledger
. cash account balances do not match balances in the state’s
341 S.HARE system which prevented con_tract o correct cash accounts at the bank. Work in Phase | centered primarily
DFA timely zlapd'accurate cash busmgss processes, Close out. on issues related to cash control processing, including
reconciliation. An end goal for the reconfigure SHARE and ’ ) ; )
) L . © © © = » . restructuring bank accounts, improving agency business
DFA on this ijem s an gudngd 8 3 8 g b train end users. practices and implementing internal controls. DFA can now
Comprehensive Annual Financial < < < 3 « ) )
o [Ts) o o S reconcile agency accounts on monthly, go-forward basis.
Reports (CAFR) 8 2 8 8 s S
SHARE Cash Remediation Phase During Cash Remediation Phase I, DFA identified additional
Il: Fine-tune business processes deficiencies in business processes, system configuration and
related to disbursement activity security. Phase Il will implement leading business processes
341 (accounting approvals, staledating, and controls for payment processing and general ledger
DFA |etc.), automation of banking o processing, which DFA states will position the state for future
interfaces, reduced reliance on 8 - 0 software releases of SHARE. DFA identified $54 thousand in its
manual data keying and improved § § § 28 § FY14 operating budget for the initiation phase of this project but
controls of General Ledger activity. Er; ° < Er; ;g = has yet to secure full funding for the project.
& & & & £ S

54




» -
c ® 4 2 9 2
o o o ] =) ]
5 ssl 2| S [S]|g] S z
c N = 5] ] o) it ° o | ®
> s2| = S = |3 i ~|=3158
2 gelz | = |52 & 532
- g 19 i & = 4 Milestone(s) achieved | Milestone goal(s) for next S| E
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DFA was appropriated a $1 million special appropriation in 2014
SHARE: Unreconciled Historical for a review and reconciliation of bank versus book transactions
Balances: Assess and address the from the implementation of SHARE (2009) through January 31,
$101 million dollar contingent liability 2013. A $1 million contract to research past items has been in
341 against the state's general fund Contract negotiations Sign contract; Development |negotiation and is expected to be finalized June 2014. The
DFA |reserve due to the historical problem with Deloitte of project roadmap contractor's first deliverable is a roadmap for the project to
that state general ledger balances 8 S include estimated timelines, milestones, and cost detail. The
have not matched cash balances at g g 5 state's unaudited FY12 CAFR reported the contingent liability
the bank. S S kS < against the state's general fund reserve at an additional
bl 2 b} 2 z @ $31million, bringing the total to $101million.
1ISD2 Repl ASPEN): . . .
Rse Iac:’?n?:(;%rzeg: ( osrt Div?sion Recent problems with delays of benefit approval within the
(ISpD) Intearated Se‘r)\‘/)ice Deliver Income Support Division appear to be more related to business
(ISDé) S sg'l(ems into one inte ratiled processes surrounding the implementation of Medicaid
630 system: i’) Calculation En ing (15D2) Wave 4 roll out (“clean- |Decommission the previous|expansion rather than to the implementation of ASPEN;
HSD Y o . g » © 5 ~ up"). ISD2 Legacy system. however, a district court judge has ordered HSD to cease the
2) Client Tracking System (CTS) 3) 3 & ™ © - )
- o < S © . process of terminating benefits through the ASPEN system,
Claims System -- Refunds and ~ Py 3 < 5 < e . ’ ’ : .
> 2 L2 3 2 H which is designed to disqualify new and renewing applications
Intercepts 4) Incorporate Health Care| < ™ > ) @ < . .
- - © : 7} o after 30 days if a caseworker has not reviewed the case.
Reform 3 3 o S |28 g
&% & @ & o N
ASPEN - State Based Marketplace
BM): Enh ASPEN R i Begi | . . L
(SBM): Enhance AS . .to equwements and_ M. egin deve opment Project is within scope, schedule, and budget. HSD & NMHIX
accommodate the transition from the design completed in April|includes quality assurance . ) . o .
630 . . : are working with the Center for Medicare & Medicaid Services
federally facilitated marketplace © N 2014. Deloitte set up testing and user ) . )
HSD ™ N = ] . . (CMS) on requirement to interface with both FFM and SBM for
(FFM) to a state based marketplace 2 = = A environments to begin acceptance testing )
g ~ o Q g - the October to December 2014 period.
to be implemented by the New © S g I developing interface. development.
Mexico Health Insurance Alliance. ~ [} = d
Q I I Q £ =]
& @ @ & = =
The IV&V vendor noted the project lacks a "central repository" in
which all Centennial Care requirements are documented,
MMIS Enhancements Project: maintained and traced through each phase of the development
Design, develop and implement 11 International statistical cycle. Consequently, IV&V cannot not fully determine if all phase
subsystem enhancements to the NM classification of diseases 3 requirements were tested adequately. IV&V requests
630 Medicaid Management Information Web portal uparade and related health improved documentation, including a "traceability matrix" for
HSD |[System (MMIS). The MMIS P P9 ’ roblems - 10th edition future developments. The trend for the project remains "static"
("OmniCaid") is owned by HSD and © © < ZCD—lo) remediation because business team resources continue to struggle to review
hosted by the state fiscal agent 3 X N g = 3 ’ and approve documentation in a timely manner. Xerox continues
Xerox State Healthcare. s bl N N g 8 to work ahead "at risk" to meet implementation deadlines. This
3 3 g» 2. 2 =4 is a documented risk that has been accepted by the project
2 b7y 7] 7 £ S management team.
The DWS system went live January 7, 2013, and was largely
successful although not without issues, including long call center
Ul Tax: Implementation of a new Ul wait times and delays in Ul claims determinations. Performance
- mp ] . of the new system is tracked by federal metrics for benefit
631 System that will replace the Tax, 2013 sequestration cuts . ) ) ;
. . . Close out. timeliness and quality. Federal funding amounts are estimates;
DWS [Claims, and Program Integrity g d @ - implemented . . ) )
applications 8 b= ol - xt the WSD continued to receive funding for ongoing system
pp ’ o 3 o 3 8 enhancements beyond original project estimates. DolT reports
S.?' 2’ ;, 8 = the project made substantial progress including much-needed
2 > > 3 8 § reconciliation of the project's past spending records.
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EPICS is a multi-phase/multi year
roject to consolidate CYFD's legac
2 them (FACTS) and 25+ stand-g Y In June 2013, the team was compelled to remove the planned
a?lone Ssystems into one enterprise- automated SHARE interface from phase | of the project due to
. Y L P Phase 2 (Client ongoing delays with efforts to update the state's SHARE system;
wide web application. The system - . )
690 . ) Phase 3A Race to the Management) and Phase 3 |CYFD has since implemented a contingency plan for manual
will support program efforts to build a ; . ) - .
CYFD ) Top (Service Management) are |reporting to the Department of Finance and Administration
rapid response to federal, state and A S ) )
R ~ ongoing. (DFA). The IV&V vendor reports the project is progressing and is
local requirements. A o ~ © - - i X
. ) ) S © ~ — c ™~ currently within budget and on time.
comprehensive view of clients and = S < o I} g
providers will increase productivity, I 3 3 B g X
; ; ; 3 © =) o ° Q
direct client care and client safety. < 05 =1 ™ S D
& & & & = S
Source: DolT IT project status reports, agency status reports, project certification committee documents, IV&V reports, and LFC analysis.
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LFC INVESTMENT REPORT FOR THE QUARTER ENDING MARCH 31, 2014

This report details the comparative investment performance of the three investment agencies: the
Educational Retirement Board (ERB), the Public Employees Retirement Association (PERA), and the
State Investment Council (SIC). It explains how the returns generated by these agencies differed from
that of the archetypical fund and how their management and consultants added or subtracted value.
Because long-term performance is an important metric, this report includes fund returns and comparative
rankings for the one, three, five, and ten-year periods and attribution analysis for the quarter, one, and
three-year periods.

Market Environment

o The U.S. stock market, represented by the Wilshire 5000 Total Market Index, rose 2.04 percent in
the first quarter of 2014, surpassing the 1.81 percent return of the Standard & Poor’s 500 Index
and marking the seventh consecutive quarter of positive performance for U.S. equities;

o Public-market real estate stocks showed gains in the first quarter despite the harsh winter weather
with lower interest rates providing support. The Wilshire U.S. Real Estate Securities Index
returned 9.99 percent over the quarter, the strongest performers of the broad stock sectors as well
as real assets in general; and

o The bellwether ten-year U.S. Treasury interest rate dropped from 3.04 percent to 2.67 percent
from December 21, 2013 to March 31, 2014. Bonds in that maturity settled at 2.73 percent as of
March 31, 2014. Yield on two-year U.S. Treasuries rose 6 basis points to 0.44 percent, while the
thirty-year U.S. Treasury yield fell 40 basis points to 3.56 percent.

Returns and Ending Balances. Figures 1 through 3 show the respective investment agencies’ returns for
the quarter and the one, three, five, and ten-year periods ending March, 31 2014. The annual target
returns for the three investment agencies are 7.5 to 7.75 percent. Although the agencies’ returns for the
quarter fall below the target, the one, three, and five-year returns exceed it. Ten-year returns reflect lesser
investment performance because they are a function of adverse economic conditions and asset allocations
that did not include alternative investments given policy restrictions imposed at the time.
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Figure 1. PERA Total Portfolio Returns
As of March 31, 2014 - Ending Balance: $14.2B

(*Not annualized)
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Figure 2. ERB Total Portfolio Returns

As of March 31, 2014 - Ending Balance: $10.9B

(*Not annualized)
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PERA’s investment policy establishes the fund's
primary objective is to prudently invest assets in
order to meet statutory obligations to its members.
The fund's assets are managed to reflect its unique
liabilities and funding resources, incorporating
accepted investment theory, prudent levels of risk
and reliable, empirical evidence. Specifically,

PERA’s board has adopted the following

principles:

e Strategic asset allocation is the most
significant  factor influencing long-term
investment;

e Risk is unavoidable;

e Diversification both by and within asset
classes is the Fund's primary risk control
element;

e The fund's liabilities are long term and the
investment strategy must therefore be long-
term in nature; and

e Sufficient liquidity will be maintained to meet
anticipated cash flow requirements.

ERB’s investment philosophy and techniques are
based upon a set of widely accepted investment
models. The investment philosophy is summarized
as follows:

e Develop and maintain strategic asset
allocation targets and ranges that optimally
attain objectives of return and risk;

o When appropriate, ERB seeks to profit from
capital market inefficiencies and market
dislocations that may occur periodically;

e Investment positions take trading costs into
consideration;

e Monitoring of investments and asset managers
is a good administrative practice;

e Performance measurement and attribution
analysis are  essential in  assessing
effectiveness of investment strategies; and

e Rebalancing of the fund’s assets is necessary
for attainment of investment objectives.
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SIC invests the Severance Tax Permanent Fund
(STPF) and the Land Grant Permanent Fund
(LGPF), and its investment goals are to preserve
the permanent endowment funds and to provide
future benefits by growing the funds at a rate at
least equal to inflation. SIC seeks to manage the

Figure 3.SIC Total Portfolio Returns funds to ensure that future generations receive the

As of March 31, 2014 - Ending Balance:

LGPF $13.7B - STPF $4.3B same or greater benefits as current beneficiaries,
(Not annualized) while maximizing current distributions through
14.00 12.99 13.15 time to provide current revenue sources to the
1276 12.50 state’s general fund. Total return, which includes
12.00 realized and unrealized gains, plus income, less
10.00 expenses, is the primary goal of the funds. In order
5% to meet the investment objective, the SIC has
8.00 3 adopted the following principles:
6.00 6.07 e Strategic asset allocation is a fiduciary duty
and allocation across asset classes is the most
4.00 - important determinant of return variability and
200 2.00%) g i Io_ng-term total return;_
' e Risk is an unavoidable component of
0.00 investing;
Quarter 1-Year 3-Year 5-Year 10-Year e Diversification by asset class and within asset

classes is a primary risk control element;

e To preserve the purchasing power of the
corpus and to provide benefits, the funds
should have a long-term strategic asset
allocation; and

e Sufficient liquidity will be maintained to meet
the anticipated cash flow requirements of the
funds.

= | GPF Return (%) STPF Return (%)
= Target 7.5%

The returns and balances of the STPF and LGPF are shown separately in Figure 3. A portion of the STPF
is invested in economically targeted investments (ETIs) that typically perform below-market because the
investments are not targeted solely at delivering returns. SIC, as authorized by the Legislature, can justify
an ETI’s reduced level of expected financial return, with the expected economic development benefits
that the investment is expected to deliver. The LGPF does not have ETlIs in its portfolio and so is a better
gauge of SIC’s performance. The difference in return between the two is a rough approximation of the
opportunity cost of these initiatives.

Peer Total Return Rankings. Figure 4 shows peer total return rankings for the agencies’ large funds for
the quarter, one, three, five, and ten-year periods. A lower rank (1% is best) denotes better performance
when compared to other public funds. These comparisons are made using the Wilshire Trust Universe
Comparison Service (TUCS), a benchmark for the performance and allocation of institutional assets that
includes approximately 75 public funds with more than $1 billion in assets.
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Staff from all three investment agencies notes their respective performance rankings in the long-term are
affected by limitations of their asset allocations at the time and by adverse economic conditions during the
recession. That means before the agencies changed their investment policies toward diversified portfolios
(through the use of alternative assets), the volatility of equity markets during the last 10 years had a larger
effect on their returns.

Investment agencies have expressed concerns about the reliability and usefulness of TUCS rankings
because of uncertainty related to the reporting requirements of public funds included in the universe.
Further, staff notes some of the funds may be reporting returns gross-of-fees rather than net.

Attribution Analysis. There are three basic ways that a fund’s returns can differ from the average: the
policy, allocation, and manager effects.

Policy Effect. A fund can have a long-term policy allocation (known as the “policy index”) target that has
a more or less aggressive proportion of risky assets such as stocks. For instance, if risky domestic assets
such as U.S. stocks (equities) performed well, an index that has more domestic equities should
outperform the average. Measured in isolation, such a change in performance is known as the “policy
effect,” and it is an essential responsibility of the fund’s trustees.

The most appropriate measurement of a policy allocation benchmark is a comparison to a defined peer
group. Figure 5 shows the funds’ policy effect as measured by comparing the funds’ policy indices to the
TUCS median fund actual return to allow uniformity and consistency across the three funds. The TUCS
median return is gross of the allocation and manager effects, and the measure is therefore a rough estimate
of the policy effect. (The investment agencies’ policy target allocations are included in Figure 8, on page
9 of this report.)
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Figure 5 - Quarterly, One-Year, 3-Year
Policy Effect (%) For Period Ending 3/31/14
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PERA’s policy index returned 0.07 percent less than the median fund in the quarter, 1.64 and 1.51 percent
less during the one and three-year periods. PERA’s Chief Investment Officer, Jonathan Grabel, recently
announced that as part of a new asset allocation framework recently approved by their board, PERA will
increase their alternatives exposure target (including private equity, hedge funds, real assets and real
estate) from 20 to 23 percent.

The SIC’s LGPF investment policy calls for a 37 percent allocation toward domestic equities, and a 15
percent allocation toward non-U.S. equities. The SIC’s policy index performed 5 basis points below the
median fund in the quarter, and 53 basis points above the median fund during the year. The policy
produced 40 basis points below the median fund in the three-year term.

ERB’s quarterly policy index performed 13 basis points above the TUCS median fund performance.
ERB notes the large effect for the one-year period is mainly due to the agency’s lower policy weight in
equities in general and particularly, in domestic equities, which performed well during the last 12 months,
with the Russell 3000 and S&P returning 22.6 percent and 21.9 percent, respectively.

Allocation Effect. The second way that a fund’s return can be affected is by deviation from asset
allocations called for by policy. As a matter of practice, investment officers are constantly confronted
with allocation decisions when transitioning or rebalancing portfolio managers or asset classes.

Asset prices and values can vary in the short run, causing the allocation toward an asset class to drift from
its long term target. Almost all rebalancing policies contain some flexibility for staff or the chief
investment officer to operate within set boundaries. The three funds constantly see contributions coming
in and distributions going out. Further, cash is being generated in some portions of the portfolio, and
called or used in others, which can also cause asset allocations to deviate from policy. The investment
officer may have the option of letting money sit in cash or incurring the cost of temporarily covering the
allocation through the futures market or some other avenue, depending on policy authority. Rebalancing
authority afforded the chief investment officer is dictated by investment policy, resulting in differing
degrees of authority delegated by each fund.
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The difference between the funds’ temporary and long-term allocation is known as the “allocation effect”
and is interpreted as investment return added or lost. Figure 6 shows the allocation effect graphically for
the quarter, one-year, three-year, and five-year periods.

Figure 6 - Quarterly, One-Year, and 3-Year
Allocation Effect (%)
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PERA’s return lost 23 basis points during the quarter due to an underweight in total fixed income and
international equities. As PERA’s allocation continues the transition from equity to a higher proportion
of alternative assets, this underweight should decrease. In the one-year period, PERA gained 4 basis
points due to underweight in liquid Alpha and real assets and overweight in absolute return and
international equity.

Like in the last quarter of 2013, ERB’s first quarter of 2014 allocation effect was zero while their one-
year results shows a positive 10 basis points. This resulted from value gained by deviation from allocation
targets in U.S. equities and opportunistic credit, offset by a reduction in value due to an underweight in
the private equity allocation.

During the quarter, SIC’s return was 11 basis points below the median because of underweight to non-
U.S. equity, private equity, real return and to real estate, which offset value lost due to overweight in
private equity and fixed income. The one-year allocation effect for the SIC was -20 basis points. Value
added by underweight to real estate, to real return, and to non-U.S. equity couldn’t offset lost value from
overweight to fixed income, U.S. equity, and cash equivalent assets. SIC notes that fund managers seek
to minimize the magnitude of the allocation effect as deviations from policy do not tend to occur
intentionally in an effort to increase returns. According to SIC, an over allocation to fixed income and
cash equivalents hindered the portfolio, but overall asset allocation helped performance due to an
overweight to US equity and underweight to non-US equity, real return, real estate, and private equity.

Manager Effect. The third way that value can be added or subtracted from a fund is through the use of
active management. For instance, a fund can buy a security such as the institutional version of the
Standard & Poor’s Depository Receipts (SPDRS) commonly used by retail investors. These securities are
composed of a relatively fixed basket of securities that track the S&P 500 index. Alternatively, the fund
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can employ a manager who will trade individual securities given his perspective of individual stocks.
This is known as “active” investing. The difference between the return of the index and the portfolio of
the active manager is known as the “manager effect.”

Figure 7 shows manager effects for all three agencies during the quarter, one-year, and three-year periods.
PERA’s managers contributed to a quarterly manager effect of 14 basis points. The 98 basis points
manager effect in the 1-year period was realized through allocation in domestic equities and absolute
return. ERB’s manager effect in the quarter was zero. The 1-year period remains unchanged from the
previous quarter with 30 basis points because of offsetting gains in opportunistic credit and losses in
global tactical asset allocation (GTAA). SIC’s quarterly manager effect’ show a gain of 29 basis points
and their one-year period is 52 basis points. Value added in U.S. equity, fixed income, absolute return,
and private equity assets did not offset value lost in non-U.S. equity and real estate for SIC.

Figure 7 - Quarterly, One-Year, and 3-Year Manager Effect (%)
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Passive vs. Active Total Portfolio Investment Management. ERB, PERA, and SIC must make several
decisions when implementing their respective investment policies. For instance, the policy must call for
an asset allocation that appropriately diversifies the portfolio and balances risk and return. Agencies need
to make decisions on how to implement the allocation, including whether to use an active manager or
passively invest in an index.

Chief investment officers consider using active managers or investing in an index in an effort to maximize
risk-adjusted net returns. In doing so, they use the concept of “Alpha” to measure the risk-adjusted returns
of actively-managed investments. Alpha is the return in excess of the compensation for the risk borne and
is derived from manager skill. The objective when deciding to engage in active management should be to
generate enough Alpha to more than pay for the active management fees it costs to obtain. The active and
passive distribution of all three investment agencies is described below using data as of March 31, 2014:

! The SIC notes that its net-of-fees performance analysis is based upon an estimate of SIC’s investment performance
developed by RVK.

63



Investment Report for the Quarter Ending March 31, 2014 June 5, 2014
Page 8 of 9

Of PERA’s approximately $7.9 billion in public equities, $3.8 billion (48 percent) is actively
managed. However, this amount will change in the near future because PERA’s investment
policy was recently adjusted to reduce its equity allocation in favor of fixed income. Further,
about $2.4 billion (95 percent) of PERA’s alternative asset allocation is actively managed,;

Of ERB’s approximately $4.1 billion in public equities, $1.6 billion (39 percent) are actively
managed; in contrast, of the $3 billion invested in alternatives, $2.3 billion (76 percent) are
actively managed. Further, ERB actively manages its entire $3.8 billion portfolio allocated in
fixed income assets; and

Of SIC’s approximately $19 billion in assets between the LGPF and STPF, $15 billion (77
percent) is actively managed and of the $9.5 billion allocated to public equities, $5.1 billion (54
percent) is also invested by active managers. Further, SIC actively manages its entire investment
allocation in the fixed income and alternative asset classes.
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Figure 8 - Investment Agency Policy Allocations
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