Legislative Finance Committee
State Capitol - Room 322 - Santa Fe, New Mexico
June 15-17, 2011

Wednesday, June 15

The following members were present on Wednesday, June 15: Chairman John Arthur Smith, Vice
Chairman Luciano “Lucky” Varela, Representatives Don Tripp, William “Bill” J. Gray, James P.
White Edward C. Sandoval, Nick L. Salazar, Larry A. Larrafiaga, and Henry “Kiki” Saavedra; and
Senators Carroll Leavell, John M. Sapien, Mary Kay Papen, Pete Campos, Carlos Cisneros, and
Stuart Ingle. Representative Rhonda S. King and Speaker Ben Lujan attended as guests.

New committee members and staff began by providing a brief Eﬁd@ﬁo@oz.

Joint Program Evaluation: Cost-Effective Use of the 12" Grade at New Mexico High Schools.
Charles Sallee, deputy director, Legislative Finance Committee (LFC), said New Mexico’s public
school funding formula in FY11 allocated $457 million for more than 96 thousand high school
students statewide. Funding generated by high schools students amounted to 20 percent of the
overall funding distributing through the formula. >@wﬂox§mﬁm€ 67 percent of Em class of 2010
graduated in four years. Of the students who graduate, almost 70 percent went on to higher
education. Unfortunately, half of those students who attended in-state institutions required remedial
education. Inresponse, the Legislature @mmmmm a number of measures to redesign high schools and
improve accountability and academic rigor to )comma prepare students for college and the workplace.
In FY11, the funding formula allocated $96.6 BEBB mo m@?oﬁamﬁo_% 20 thousand 12th graders.

Mr. Sallee noted oEB:BwE in the 12th mBmo is Ea 52@2 om all grades but has increased
approximately 9 percent over the _wmﬁ couple of years. The evaluators picked a representative sample
of 10 high schools accounting moH more than 15 @Qoosﬁ of all 12th graders statewide in FY10.

Overall, the <mﬁmg§% of mﬂmmam\:ou requirements, high school class configurations, enrollment,

costs, and data quality is remarkable for the sampled schools. Unfortunately, a significant number of
minority students. did not meet Em state graduation requirements and were still awarded a high
school diploma. ZNS% morooﬁm 3@88 students to earn more credits to graduate than the state
minimum requirement of 23..0On average, “students earned in excess of the state and local school
district 3@&850:8 A mumEmomE disconnect still exists between high school and college
curriculum despite efforts to HB?O/\@ articulation between the two systems. The cost of educating a
12th grade student. generally cost less than the amount of revenue generated under the funding
formula. Between 7 @Qoozmmsa 58 percent of the 12th grade students in the sample were taking less
than a full-time course load. Delivering fewer credits to 12th graders decreases costs to high schools.
High school spending per student and per credit varied widely due to school and class size
differences, course schedules, and labor costs. The state lacks a uniform standard for classifying 12th
grade enrollment for the funding formula and for determining funding levels for part-time seniors..

Peter Winograd, director, Center for Education Policy and Research, University of New Mexico
(UNM), reported the evaluation included eight school districts and 10 high schools and more than 4
thousand students. Studying thel2th grade is a challenge, particularly in getting high school
transcript data. Completeness, quality, and format of transcript data received from the districts
varied. Transcript evaluations are often completed by noninstructional staff and are very time
consuming and complex. The district with the most accurate graduate transcripts met individually
with all junior and senior students and their families once or twice a year.
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e The PED should monitor the number of state-required units students complete to graduate to
ensure state standards are met.

e The PED and HED should ensure development of the Education Data System progresses to
enable the state to make better decisions on public policy in the future.

e The PED and HED should ensure that the freshman-year outcome reports from higher
education to high schools are developed and implemented.

o The Legislature should amend state law to define student membership and qualify students
attending full time.

In addition, state law should be clarified to establish a maximum age for students qualifying for the
formula funding. Mr. Sallee noted program evaluation staff will conduct a comprehensive review of
dual credit, including assessing whether dual credit reduces the time for students to earn a college
degree. Mr. Winograd added that one of the clearest trends sm&osw:% msa in New Mexico is the
“blurring” of the line between high school and higher o@ﬁomﬂg

Hanna Skandera, secretary designate, Public Education U%mﬁamﬁ (PED), said the department has
begun an effort to focus on data to work with districts on effective reporting. Secretary-Designate
Skandera noted virtual courses are offered through IDEA New Mexico. Virtual schooling is a great
opportunity to provide options, access, and high quality through consistency. Graduation rates and
improvement on graduation rates are part of the school grading bill passed during the 2011
legislative session, as well as rates of advanced placement courses, dual credit, and career readiness.
In addition, the PED has an interest in dual ,owm&,ﬁ; The state has E,mmo a commitment to transition to
“common core” funding over the next three %omam to facilitate a more consistent expectation across
the board. The PED recently received a $350 thousand mBE from the Kellogg Foundation to create
a plan to transition to the common core. ononQ.UwE gnate Skandera said while there are many
opportunities to do better in the Gu& grade, they need to begin much sooner. In a recent published
report, third grade aom&sm m@::« was the leading indicator of whether or not a student is inclined to
drop out. The mmoozm«Emw@mﬁ 5&0&8 1S success 5,,359 grade.

In response to Vice me:i:ws <m85 Zw wm:@w mma in reviewing weights for all grades it is not out
of line. Inreviewing 9@ H,ossEm in total, a lot of the potential issues are in additional units. More
funding i is spent mc@m&HNEm Hs@wmo_gau\ mHNma schools and districts than allocating money for at-risk
students in 9@ funding woﬁﬁ&m

Inresponse to Wm%ﬁmmimaé Hﬁ@? Secretary-Designate Skandera said the school data system called
STARS contains a lot of data; however, the quality of the data is questionable. The PED is working
on a plan to improve the quality of data to be more usable in a meaningful way. Secretary- Designate
Skandera noted that during the 2011 legislative session, the PED made data available to
representatives and senators to use in their districts.

Representative King said it is important to take the limited funding available and look at how to
reallocate it within the system to get the biggest return. Mr. Sallee said categorical appropriations for
early intervention programs such as home visiting, prekindergarten, Kindergarten-Three-Plus and
extended learning time are ways to target money and services to students who need it the most.
Secretary-Designate Skandera agreed with the need to be more efficient and effective with funding.
The PED has reviewed 115 charter and district budgets and is working with four on preserving
dollars to the classroom. Secretary-Designate Skandera noted the difference between the impact of a
great teacher and an average teacher is an unbelievable driver for change.
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approximately $58 million.

Improving child safety hinges on making sure caseworkers are prepared, supported, and given the
time necessary to make sound decisions. An executive hiring freeze created an acute increase in
workloads. In addition, worker turnover, inefficient management structures, duplication of efforts,
and other systemic issues have contributed to chronic case overloads that compromise child safety.
LFC staff findings identify specific opportunities to reallocate fiscal and human resources to
maximize the number of frontline caseworkers and improve effectiveness.

Research shows that investing in families before it is necessary to remove children is a safer, more
cost-effective approach. While federal funds are geared toward back-end services, LFC staff
suggests several ways PSD can shift a greater percentage of general fund dollars to preserve families
and protect children.

Significant efforts in response to the Joseph A. consent decree, as well as several rounds of federal
child and family services reviews (CFSRs) have helped PSD identify strengths and opportunities for
growth. Important indicators are the timeliness of initiating investigations, recurrence of
maltreatment, stability of placements for children in care; meﬁ.mmmsni of children in foster care, and
number of children aging out of foster care. In mm&modﬁoz_,mrogwm trends within New Mexico over
time, staff compared New Mexico with national standards and states in federally designated regions.

The third finding includes strategies for 85%::@ aspects of the %8 the PSD collects and the way it
learns as an organization.

The combination of turnover, management Enﬁo&:ﬂam and ac@:oma.,\o systems has contributed to
dangerously high caseloads. Based on standards of best practice, New Mexico’s caseloads are high,
degrading the quality of services children receive. The PSD’s turnover rate for caseworkers in 2010
was 18 percent and cost between $1 million and $2 million, contributing to the growth in the backlog
of pending investigations from 38 in July 2010 to 108 in January 2011. Foster care caseload
averages have increased to 18 in 2011; higher Ems the Child Welfare League of America’s
recommendation of 12 to 15 cases per éoagm In2005, 33 of the 40 victims of maltreatment while
in foster care did not wmﬁw a moozBoan home visit by the agency in the three months prior to the
aw@on ,

wmwoa on LEC survey data, caseworkers spend an average of 22 percent of their time entering data.
Opportunities exist to streamline data entry, such as replicating the same information for multiple
children in the same family. Reorganizing the management structure could reduce duplication of
efforts by allowing PSD to reallocate up to 43 additional FTE to casework positions. The PSD
currently has one supervisor for every 3.65 caseworkers, while a reasonable level is 1-to-5.
Eliminating outdated and duplicative programs will also allow the PSD to shift fiscal and human
resources. In 2010, the PSD spent $335 thousand on personnel for the Adolescent and Adoption
Resource Team (AART) and more on caseworker and supervisor staff time. Streamlining and
modifying certain human resource functions could create a more prepared and stable workforce.
Similarly, targeted case management (TCM) is no longer needed to qualify for federal funds.
Caseworkers spend 14 percent of their time on case management activities such as TCM; eliminating
this will increase direct services for families and children.

Providing realistic job previews to potential employees, developing standardized, research-based
hiring practices, collaborating with universities to ensure federal stipend students are adequately
prepared, and using existing survey data to identify retention issues help the PSD streamline and

5
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incarcerated or absent parents. Many of these contractors are under-performing, but given the
limited service array, particularly in rural areas of the state, the PSD lacks alternatives. LFC staff
suggests providing more technical assistance to these vendors.

Data is regularly distributed, but reports are cumbersome with limited expectations surrounding their
use. The PSD’s central office produces 35 reports for county office managers each month and is
overwhelmed with excessive data. Providing key data in an executive dashboard report will improve

supervisory support, an issue noted frequently by caseworkers who have left or are likely to leave the
PSD.

Mr. Weinberg concluded with recommendations for how CYFD can better use existing resources to
improve its safety, permanency, and well-being outcomes for New Mexico families including

e Revising the New Mexico Children’s Code;

e Analyzing current organizational structure, <mom:9@m msa str. mﬁmmuo Smomm

e Implementing research-based hiring practices; -

e Differentiating training for new workers;

e Eliminating the AART and TCM programs;

o Implementing a differential response program; ,

e Collecting data related to the effectiveness of family preservation services;

e Expanding quality assurance 8595 ?oSmEm 8&55& moomgowv and collaborating with
counties;

e Publicly releasing critical incident reviews 459 ooﬁmam:: m; ormi or personnel information
redacted; , .

e Coordinating in-home mw?Hoam and home- SE:Dm mﬁ,ﬁomm and

o maﬂu:@:sm mmﬁm entry.

Yolanda Berumen- UoEom mmoaoﬁm@u OEERS %o&b and Families Department (CYFD), reported
the department agrees with Boﬂ of the mb&:mm with several areas of concern. The department has a
large vacancy rate. as well as EESQH staff Eﬁzm on multiple tasks, resulting in minimal quality
level. The CYFD is in %m ?oowmm of restructuring to streamline and ensure quality is being
a&?ﬁmm Regional m&EB&@mB@ ooch office managers, and supervisors play an important part
in am<@_o§sm quality services. The aﬂu&ds@i 1s working within budget limitations to provide
effective services. msvﬁﬁmoﬂm provide supervision for case managers and work directly with
families, children; and foster and adopted families and carry caseloads due to vacancies or absent
workers. mc@owﬁmo% havea oﬁ.:om; duty to oversee decisions to protect and serve clients and coach
and mentor staff. They also monitor cases and required to have frequent one-on-one supervision
with staff to guide them in the decision-making process. County office managers (COMs) provide
line supervision for manoaimo? as well as backup due to vacancies, absences, or vacation and sick
leave. County office managers provide leadership and collaboration with district court judges,
training, mentoring, and coaching for supervisors. They are responsible for children, youth, and
families served in their office and personally oversee complicated, complex, and high-risk cases and
coordinate resources to ensure clients received needed services. County office managers also deal
with recruitment, interviewing, and hiring of new staff. They seek and develop partnerships in
communities to ensure a united response to ensuring child welfare. They also participate in
multidisciplinary committees, groups, and partnerships to address human service needs. In addition,
county office managers form part of the emergency management response team for communities they
serve. Secretary Berumen-Deines noted New Mexico has failed both (CFSRs) in relation to the
service array. For this reason, PSD does not see differential response as a viable option at this time.
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Review of Monthly Financial Reports

June 2011 ARRA Government Services Status Report. Director Abbey reported the governor still has
$2 million available for allocation. The governor is allocating funding for two months for the
Supplemental Nutrition Assistance Program with the expectation that it will be covered in special
session. All funding has to be expended by September 30, 2011.

Director Abbey referred members to the May 2011 Cash Balance Report, May 2011 BAR Report, the
FY11 and FY12 LFC Budget Status, and the June 2011 Full-Time mBEo%@mm by Agency for
information.

LFC Program Evaluation Status Report. Mr. Sallee said program evaluation staff is working on a
report on state efforts to combat healthcare fraud and abuse that includes the Medicaid program
administered by Human Services Department (HSD), as well. as Eo Medicaid Fraud Control Unit to
present in July. Staff will present a report on the GE,\@QJ\ of New Mexico AGZZV Health Science
Center financing and state public financing in August. Staff will also begin work on a joint project
with the Legislative Education Study Committee mwmwg to present to both committees in
November. Staffis currently working on review of community colleges with a major emphasis on
dual credit. Another project for consideration is the health care tax policy. Program evaluation staff
will also provide a progress report on Em mﬁmﬁm @5 review and SE dom_: taking a sample of capital
outlay projects. o

Rick May, secretary, Department of Finance and >9555Qmﬁoz Qu?ﬁ clarified that the executive
administration did not use the word :gﬁoozso&: is any ‘statements made to the media regarding
line-item vetoes in the Q@b@f& ,.fu?o@:msg >QAO>>V of onw

Overview of Owu&; O:?Z _ugnomm. Linda Wmﬁoo principal analyst, Legislative Finance
Committee (LFC), Euamﬁoa the committee on the 2011 post-session information regarding capacity
and issues impacting ¢ omnm:: ?.Emoﬁm wozoéEm the failure of Senate Bill 218 and action by the
State Board of Finance (BOF), the senior severance tax bond issuance for FY11 decreased from
$237.8 million to $27.3 million. The issuance included $26.5 million for water projects and $800
thousand to the Department of Game and Fish. No policy or statute directs how unauthorized
capacity mwo&a be addressed i E the event a capital bill is not passed.

For FY12 bond om@mﬂ.&a two mnwsmig are possible: the first spreads the additional capacity evenly
across 10 years, providing $206 million in each year; the second doubles the issuance in FY12 to
$360 million and returns to the level of the December 2010 estimate in fiscal years thereafter. The
unused sponge capacity at the end of FY11 will revert to the severance tax permanent fund. The
failure of SB218 allowed an additional $57 million in sponge capacity for public school construction,
bringing total capacity for allocation by the Public School Capital Outlay Council to $206.1 million.

Ms. Kehoe provided an overview of the significant difference between House and Senate versions of
SB218. Significant differences were in LFC staff recommendations to fund road repairs and how the
funds were reallocated by the executive and the Senate. In collaboration with the executive
representative, the major Senate changes reduced and reallocated funds to complete critical projects
statewide. The House Taxation and Revenue Committee (HTRC) made minor changes, but the
House Appropriations and Finance Committee (HAFC) struck most Senate and House amendments,
bringing the bill to nearly the introduced version. Ms. Kehoe expressed concern with delaying
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Various Lower Rio Grande Issues and Water Trust Board Update

Agreement between Elephant Butte Irrigation District and El Paso Water Improvement District #1.
Estevan Lopez, director, Interstate Stream Commission, reported the project comprises dams, the
diversion structures along the river, canals distributing water to farmers, and drains that return water
back into the river. The project was built in 1906 by the federal agency that later became the U.S.
Bureau of Reclamation (bureau). The project stores water in Elephant Butte Reservoir and delivers
surface water to parties in the United States and Mexico. Mr. Lopez noted Mexico receives up to 60
thousand acre-feet a year under the 1907 treaty between the United States and Mexico. Up until the
early 1980s, the bureau ran the entire project as a single system. In the early 1980s, title to the canals
and drains was transferred to the districts. In the early 1990s, the bureau handed over responsibilities
for measuring and metering water diversions to the districts. Disagreements developed between the
districts and the bureau over project operations. To resolve arguments, several operating agreements
were proposed. There were also several lawsuits filed between the districts 8& the bureau, as well
as threats of litigation over the quality and quantity of water from Texas against New Mexico. The
state of New Mexico, through the Attorney General’s Office, State Engineer, Interstate Stream
Commission, and the Environment Department, aggressively addressed the water quality allegation
and indicated a willingness to discuss the water quality issue. New Mexico was able to demonstrate
that any deteriorating water quality was soﬁ aresult ofirri mmmom wamo:oom but rather natural upflows
of salt water at various points.

In 2007, as a result of ongoing disputes, Em wcnmmc E:SEQ:% E:u_oEoEmm new operating
procedures for the project. In February 2008, the two districts and the bureau announced an
operating agreement and began work on an operating manual that would implement the agreement.
Mr. Lopez noted that negotiations were confidential and New Mexico was not involved.

The operating mmwoma,o:ﬁormsmom the allocation method. The El Paso (EP1) district’s allocation
increased and the Elephant Butte Irrigation District (EBID) allocation was reduced. Districts also
received a carryover, &<Qm_.ob, account. From 2008 to 2010, the reduction to EBID’s allocation has
decreased from 150 Eocmmsa acre-feet a year to 190 thousand acre-feet a year. Over the same
period, EP1’s (Texas a&ﬁa@ allocations increased by 140 thousand acre-feet a year to almost 180
thousand acre-feet a year. Asofthe end of May 2011, EBID’s allocation was 56 acre-feet and EP1’s
allocation was over 250 thousand acre-feet. The Rm:oomnos from EBID to EP1 is significantly more
than any impacts due to New Mexico groundwater pumping. Further impact of the reduction in
surface water allocation is ommmEm farmers to pump large amounts of groundwater. The EBID is
paying for all %ocsaﬁmﬁﬁ. pumping including any groundwater pumping in Texas. EP1 needs to pay
for all Texas pumping effects to the Rio Grande Project. At the end of the water year, Texas had a
carryover amount of 220 thousand acre-feet and New Mexico had a carryover of 24 thousand acre-
feet. In addition, documentation does not reflect agreements. A number of parties are recording
data, and it is often not reproducible. The bureau was obligated to conduct a technical analysis of the
potential impacts of the operating agreement.

At the beginning of the year, New Mexico had a credit of 165 thousand acre-feet. Given that the
water levels in Elephant Butte and other reservoirs were low, a restriction was placed on storage of
post-compact reservoirs upstream. The EBID requested through the Texas Rio Grande Compact
Commissioner relinquishment of 180 thousand acre-feet from accrued New Mexico credit water.
The State Engineer offered an alternative and it was refused by the EBID and Texas. Mr. Lopez
noted it 1s very important that continued relinquishments are not used to prop up the unsustainable
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by NMFA. By statute, the Water Trust Board may fund five types of projects:

Storage, conveyance, and delivery of water;

Implementation of the endangered species act collaborative programs;
Restoration and management of watersheds;

Flood prevention; and

Conservation, recycling, treatment or reuse.

Priority projects are those that are shovel-ready; have water rights, funding and design requirements
in place at the time of award; serve a region and share services to achieve operating efficiencies,
projects that leverage state funding with local and federal funds, and urgent projects. Policies require
minimum contributions from all applicants in the form of matching funds and a mandatory loan
component of between 10 percent and 20 percent for all entities mﬁ@@onoa by a rate-paying
constituency. The water project fund currently has $225,978, wm\w Of that, wab 011,095 is under
contract. Mr. Martinez noted the Water Trust Board ocs,ommu\ rmm two <mom58mm

The committee recognized Mark Weber, @S:o%& w:&%mﬁ LFC; quH his dedication 8 Ew LFCand to
state government.

Educational Retirement Board Refund Status Report. Jan Goodwin, executive director,
Educational Retirement Board (ERB), reported the ERB changed its interest calculation software for
July 1, 2010. ERB staff noticed in July and >ﬁmcmﬁ that interest calculations were higher than before.

At the end of August 2010, the extent of the: Eozﬁs was realized: msa the interest processing for
refunds was shut down. During the intervening months, several high- level staff agreed to recalculate
all refunds for July and August and issue people mamEo:m_ monies or work to get overpayments
back. In mid-September, the ERB had a retreat to discuss overpayments, as well as the halting of
refunds plus interest. Hw@ ERB dmmm: issued contribution refunds in September and proceeded
through early Uoooﬁdmw wom:EEm in early December; all interest calculation refunds, as well as
regular refunds, were reprocessed. Vice Chairman asked if there was follow- -up when the problem
was Emoo/\mmmm in m&uﬁoﬁcﬁi . gm. Goodwin mm:a there was no follow up at that time.

Ms. Qo,omgn memmnma_ hat 3@&&.3@88 do not receive interest. The people who do receive
interest fall into three groups: members who terminate ERB employment, beneficiaries of active
members, and some beneficiaries of retirees. Chairman Smith asked if there was a reason why
information was kept from Ewﬁa%&mﬂcﬁo. Ms. Goodwin explained that it was not a deliberate
action. Chairman Smith expressed a high degree of frustration with the way the situation was
handled and said active management and board members need to accept responsibility. Ms.
Goodwin said she contacted Mr. Abbey in late April to meet with him regarding the situation.

Mr. Goodwin said even though there are refunds of employee contributions, employer contributions
made on behalf of those members always stayed with the fund, regardless of whether or not the
member was vested. Prior to July 1, 2010, the interest rate in effect was declared by the board and
applied to all contributions. After July 1, 2010, the interest rate for that fiscal year was applied for
each period funds were deposited. The interest rate for the period of deposit was applied to the entire
time on deposit; contributions made in the early 1980s were double digit. Recalculation of all July
and August interest payments were not done on a timely basis.

The ERB sent out preliminary letters to all recipients affected and is recalculating all July and
August checks. Calculations have been reviewed by Moss Adams, independent auditor, who agreed
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some agencies 1s a lack of coherent strategic plan, outdated organizational structures, and weak
performance measures, especially cost-effective outcome measures.

Beginning this year, LFC staff made recommendations on report cards to include suggested areas of
improvement, as well as a checklist for good performance measures. LFC staff would like to see
more widespread use of performance outcomes benchmarked to national data, development of
corrective action plans, and a strong link between the strategic plan, management processes, and the
budget.

Charles Sallee, deputy director, LFC, said LFC staff evaluated agency quarterly reports and worked
with agency staff to prepare report cards. Overall, quarterly reports @SSQQQ a thoughtful
opportunity for strategic planning discussions with agency staff.

Education - Over the last decade, ensuring every classroom rmmemE% qualified teacher combined
with a three-tier evaluation. High school graduation rates increased w.oa,@o @Q,ooa to 67 percent.
The number of schools failing to make adequate v\omﬁu\ progress (AYP) is EoRWmEmu informing
policy choices to develop a new grading mv\mﬁmE

Health and Human Services — The Children, M\ocE msa ﬂmba:mm Uwﬁ%ﬁoﬁ AOM%DV rma a specific
focus in collaboration with policymakers to improve the @5&5\ of child care in the state and has
made tremendous progress to ensure children are in higher @cm_n% daycare centers. Despite the hiring
freeze and three years of budget Hdacoaosm Emﬁ% of the most critical social services experienced
surging enrollments without a substantial increase in- Eo :cEUoH of backlogged cases. Non-critical
health functions experienced longer .Egmqocwa Eﬁom

Natural Resources — A high Mma\,m_,,,mzmwmroﬁ 5&0&8 New Mexico’s natural resource agencies have
been able to meet federal mandates for water delivery requirements on the Pecos and Rio Grande
rivers. Water well and new septic tank inspections met or exceeded targeted levels. The percent of
retail electricity from renewable msQ.mu\ sources 1s increasing. State park attendance is expected to
achieve targeted levels. Eoioﬁ% E?N.Bmaos provided by agencies is insufficient to determine
whether mb<:o:ﬁom:nmo§.8m émgs the state are improving.

Public .m.a\ma\ The Ooﬁooﬁgm Uo@mgwﬁ experienced a slight uptick in the number of inmate-on-
inmate and inmate-on-staff agsaults in the third quarter compared with previous quarters. Over the
last decade, there has been a significant effort on the part of the Corrections Department to ensure
facilities are safe. However, re-incarceration and recidivism rates increased compared with the
previous year. The turnover rate of correction officers is down from a year ago. The Department of
Public Safety reports a decrease in the number of fatal crashes. Increased enforcement resulted in
more administrative citations for selling or giving alcohol to a minor.

Oversight and Other Agencies — Analysts continue to work with agency staff to identify meaningful
measures for many of the oversight agencies. There is opportunity to re-assess the quality of agency
strategic plans, the process of identifying agency mission, goals and measures, and the veracity of the
data that has been collected entering into the second decade of the AGA. Given that the executive
and state agencies have had a number of years to acquaint themselves with the performance-based
budgeting approach, incremental improvements should no longer be considered acceptable.
Measures and outcomes contained in quarterly reports should reflect that the executive and state
agencies fully accept the critical importance of this activity to their mission.

15



91
oM [eepal (INV.L) serrue] ApaaN 10] 2oueisissy Arerodwo], Suposw jou st QSH 9YL

‘sdnyoayo Tenuue SUIAIO0I URIPIIYD 10] 19818} o)
109U 0] pa10adxa ST (IS Y} PoIoU 10Inbg A1810100g *SI9QUINU PIOOI UL PIBIIPIA] UI PA[[0IUd UIdq
a1e sjual]) ‘Jusdiad (7 dn S1presIpay pue 8007 2ouls Juao1dd 9¢ dn a1 speofased (JYNS) weidold
oouelsIssy uoninny [eyuswaddng oy ‘qSH oy ul sweidoxd £q payono) are 9yels oy} ur ojdoad
901U} UI QUO UeRY) 2I0W ey pres ‘(qSH) weuniedo( soo1alog uewing ‘A1e1ar0ds ‘1oinbg omoprg

"$}1005y 9oUPULI0)Io] AdUSSY JOJIEN() | € J999S U0 JSIpodS

"(SH 2y1 18 sweidoid 03
AT300.11p paje[al uoneuLIOfuL papiaoid ‘(QSH “1030011p Aindop 9sourer JUSIg 'S9INSEI SWOdINO J933oq
10J Suryoo] st juawredap o pres ‘(QSH) woweda( S9o1AIDS UBWINH Abﬁ,ﬁoom ‘1ombg aruopig

"QOURISIJIP B ORUW [[IA JUDUDINSBIWU 98 ,‘MEsoEm ou nmwuocﬁm guide3uo
Jo ss3501d oY) INOYIIA\ "9FURYD JOU S0P SINI[ND JY) PUE SNDIUYDI) UO ST SNO0J Y} USYM PIUOpUBqE
oIe su0JJo pres ‘Aojouyos], pue FUIUIA JO 9)MISU] OOLXOIN MaN Juapisaxd ‘zado erue

*$59001d paseq-soueurofiod B U0 mw&&.‘@omm@ ST Uo1BONPd
1oy31y 10] Bnuwioy Surpuny pasodoid oy Jey) pappe ABIA ATE10109S. “UOHNISUL IO AOUITE Ue UO J09))9
popusyeun ue Sursnes pue ssaooxd Funiodar Apoyrenb oy jo mz%ﬁw 05 YIM UIOOUO0D Passardxd
dreq ‘7N ‘Sunzodal [enuue pue Aj103renb OJUI 11J.10U SOOP JIOM JO S[OAD U] 95N $59001d aY) (Im
Po133nns sey uoneonps Y3 pres ‘sa8a[[0) %wcsEEoU Eu@ﬁ@o@& oomxoz MaN ‘dreq Auue(g

: VYD oﬁ A SOINSBOU mo Eoﬁmw:m oY) YIIM UOISTJUO0d
ST 091} ‘UONIPPE U] “EJep JO AJI[IqE[IEAR oﬁ [p1m ousst ue skeme s1 o107 pres (qd AD) Justmredo
SOI[IUIR,] PUB YINOA ‘USIPJIYD). ‘UOISIAL(] SIDIAISS. SAUBHSIUIUPY “I0JOAIP ‘UO[RD-ALIDJ BPRUSY

.mmogo@wﬁaﬁo& 109[J21 JOU OP PUE [NJSUTUEOUI JOU I8 SJUSWAINSEIUL
emm) AoueSe oY) Jo sse0ons 310dol 0] papasu ok samnsesly Aldde A[uessadsu jou op
YU} SPIEPUE)S JUSLIND YILM UISDUOD Passa1dxs (O dS) 9OUIO) [UUOSISJ 9)BIS “I0JOIIP “IOSOJA] SUSD)

"S9Inseaw dourwIolIad 91eINooR
a1ow pue 19130q Surdoaaap Jo ss9001d Sy Ul ST SJ( AU L, Justredop Y3 10J S9INSLatl 20uBULIofIad
JUSLINO (1A WIBOU0D Passatdxd {(Sd) A195es d1qng Jo juounieds(] ‘A1eia109s “If ‘Uopy UOPIOD

: “UOTJRULIOJUT Y3IM JUQISISUOD A[LIBSS903U
10U ST pajrodar ST Jeym JO UORIULSP Y} pres ‘Juawnyedd(q sUON0LI0) ‘AI18)0100s ‘zounue|y odng

‘suonoNpal
01 anp Surpun] pue sIefeuewl Usomleq dIySUONEB[DI B JO O] B SI 912Y) Je} pappe ‘Y[ ‘UOISIAL(]
Kot04 pue 1e8png ‘1030011p Aindap ‘zonSupoy AFn( -seinsestu ooueIofad Aurwl 001 oIe 2191} 1BY)
passaidxe os[e seLreIas Joulqe)) “ejep ojeridordde sopraoid wa)sAs Jua.1INd 9] J0U IO IDYIOYM [IIM
WIB0U00 passaIdxa os[e ABIA A18)0100S '108pnq 9ANIN0IX3 oY) SUIdO[2AID UL PIsn 10U 2I9M SIINSBI
oouewiolad ‘1oaamoy ‘poos st Suredpnq poseq-oouetiofdd 103 1dooU0d 9y ], 'S2INSEOW JUILIND
1A PIISOAUL [99] 10U OP SOLIBJOIOS JOUIGRD PIES PUR PISN oIk S2INSBIUI PUR 30UBULIO}Idd ABM JUSLIND
o) YITM TIDOU0O Passardxad ‘(v {(]) UONRISIUIPY pUe 20URUI J0 Juaunteda(] ‘A1e1a10as ‘ABIA o1y

"spaeo 110da1 KouoFe Jo sojdwrexa o1y1oads papiaoid 01000 I pue 99[[eS "IN



participation rates. The main goal of the TANF program is and should be getting people ready to
move back into the workforce. The HSD also is challenged with meeting federal rates for the
number of clients exempted from work participation in state statute.

In the behavioral health program, clients in substance abuse treatment are showing improvement.
The department is working with the behavioral collaborative to incorporate measures.

Child support enforcement is on track to set a record for collections. The department has more cases
with support orders, which will lead to higher collections.

Edwynn L. Burckle, secretary, General Services Department (GSD); said the department
consolidated three divisions: Transportation, Property Control, and Building Services. In early 2011,
the Risk Management Division (RMD) had approximately $5 million in property claims. The RMD
is currently paying approximately $4 million per quarter in sz@BEoanE,moE@msmmmo: claims.

Secretary Burckle provided information regarding FY'13 mﬁwmﬁowwo initiatives. %ﬁonU 1s committed
to working with clients through the Property Control Division to develop a master plan for capital
planning. The state is responsible for 750 state-owned facilities; 50 percent of facilities are greater
than 40 years old. Facility management is closely tied to om@w& planning and is referred to repairing
and maintaining state=-owned facilities in the Santa Fe area. The GSD is responsible for 323
property leases totaling $42.5 million per year. The m%m&ﬁmﬁ 1s committed to identifying a
solution to better use state-owned and leased office space. In addition, the GSD will develop
guidelines for all new leases. The GSD SE lead : a statewide taskforce to develop procurement
reform. Currently, there is a lack of statewide oosmaﬁobo% in @Sm@mmwos& services contracts, as well
as an unknown number of emergency and sole-source procurements. In addition, the state lacks an
electronic procurement Emammmgoﬁ system and consistent “best value” evaluation factors for
awarding construction contracts. Finally, csﬁdioﬁdgﬁ compensation is problematic. The state
lacks an automated system for sharing information among departments. The RMD will work with the
Workforce Solutions Um@mwggﬁ (WSD) on an integrated system. The RMD is also working to
improve the delivery of 05@_36@ health vg@ma and is working with the Interagency Benefits
>mSmoQ 005558 @m>9

In womtonmm to Repr omoamaa\o 4\?8 mmoamﬁma\ May said many current performance measures need to
be improved through a oo:m@‘oﬁc,\o effort. Representative King said in terms of the procurement
code, it is important to have oversight of the audit process as part of the taskforce.

Quarterly Investment Performance Report. Leila Burrows, economist, LFC, reported on the third
quarter investment performance report. Including investment returns, contributions and
distributions, the mﬁmﬁowmmmmﬁmmmﬁm fund value gained $1.2 billion for the quarter and over $3.6 billion
for the 12 months ending March 31. As of March 31, total fund value stands at $36.3 billion.

All funds achieved quarterly and one-year results above the 60/40 equity index. All asset classes for
all funds were positive except for a slight negative return for economically targeted investments
(ETIs) in the severance tax permanent fund. The State Investment Council (SIC) included private
equity and credit strategies as they recover value. The PERA’s managers had success with the small
and mid-cap domestic equity, fixed income and hedge funds. For the first time in several quarters,
the ERB’s managers did not add value net of fees. However, the ERB remains the only fund to beat
both the 60/40 index and internal benchmarks for the quarter, one-year and five-year periods.
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Longer-term returns remain below the targets of 8 percent for pension plans and 8.5 percent for
permanent funds. The SIC plans to review its target returns to determine if a lower target is more
appropriate.

Representative White requested information regarding a state-by-state comparison for pension funds.
Senator Leavell requested information on international equity.

Friday, June 17

The following members were present on Friday, June 17: Chairman John Arthur Smith, Vice
Chairman Luciano “Lucky” Varela, Representatives Don Tripp, William “Bill” J. Gray, James P.
White, Edward C. Sandoval, Rhonda S. King, Larry A. Larrafiaga, and Henry “Kiki” Saavedra; and
Senators Sue Wilson Beffort, Carroll Leavell, John M. Sapien, Mary Kay Papen, Pete Campos,
Carlos Cisneros, and Sander Rue (for Stuart Ingle). Repr @moﬁm\z/\mm Nick mmmmNma and Rick Miera
attended as guests. : ;

Chairman Smith provided opening remarks and expressed concern with the ?:aEm moﬁ:&w being
too complex and not sustaining excellence in the higher oacommos system.

Higher Education Funding: State Hmmwozm on Tza&:m S,Oﬁmoamm

Chairman Smith started the hearing zoc:m Emﬂ ﬁww current Emroa o@ﬂomaoz funding formula is
complicated and should be simplified. He also reco mEN m that, mcnzm‘gmmo budget times, the higher
education community mroﬁm o<&:m8 @oﬁbﬁ& mmSEWm EoEmEm reducing facilities and facilities’

costs. ,

New Mexico Higher ,,MSRQ:.QE Funding Task Force. - José Z. Garcia, secretary for the Higher
Education Department AEmUv stated that the department’s efforts on the funding formula reflect
prior LFC analysis and RooBEm:mmsozm particularly a move towards incentivizing improved
institutional @o&.ogmsom The secretary summarized an HED-sponsored meeting hosted by the
Western Interstate OoBHEmmHoz for. Higher Education (WICHE) on the state funding formula and
how the HmEaEm formula’ ooﬁE be owmzmwa to fund outcomes and address the state’s workforce
needs. The HED is engaged in a dialogue with the Workforce Solutions Department (WSD),
Economic U@<&o§502 U%mnEoE (EDD), Public Education Department (PED), and private
employers and others in the private sector to develop a consensus workforce projection. The
department is developing recommendations for particular measures that will address the student
achievement gap in higher education. The secretary anticipates these efforts will result in incentives
to be included in a new formula.

In response to the chairman’s comments, the secretary reported on the agreement reached between
the governor and college and university presidents that establishes a moratorium on new campus
construction. Exceptions to the moratorium include projects already approved by the HED,
construction that is renovating or replacing existing facilities (not increasing formula-funded square
feet), and facilities built with funding other than state general funds. The department is working on
other important policy issues, including reviewing the dual credit program.

Curtis Porter, chairman, Higher Education Funding Task Force (task force) and associate vice
president of budget, planning and analysis at the University of New Mexico (UNM), updated the
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and highest-achieving states, New Mexico fails its students at every transition point along the
educational pipeline. Only Colorado has a larger equity gap than New Mexico in educational
attainment of white, non-Hispanic and minority (largely Hispanic) students. The state’s lower
educational levels suggest that, in 2018, 58 percent of potential jobs in New Mexico will require a
college degree, meaning that approximately 58 thousand more individuals will require some post-
secondary education.

Comparing state support for universities and colleges across the nation, Mr. Longanecker reported
that New Mexico’s research universities receive average-levels of funding, comprehensive
universities receive above-average in funding, and community colleges receive slightly above-
average funding. High state-support reflects lower institutional reliance on tuition revenue. And,
while tuition revenues could increase, the state is limited in other ways to raise support for higher
education. Mr. Longanecker recommended that (1) the state seek increased institutional performance
given the average and above-average levels of state appropriations and (2) integrating state policies
on state appropriations, tuition, and financial aid to target limited state resources towards educational
attainment. He supported the task force’s approach towards performance-base funding.

Institutional Perspectives on Connecting Funding and Qutcomes. Daniel Lopez, president, New
Mexico Institute of Mining and Technology (NMIMT), said the current formula is good; however, it
was designed for another environment and another financial condition of the state. A base cost-study
was never done and so there is little information to determine the cost to put a student through the
system. Higher education institutions rm:\m had six budget reductions over the last four years,

averaging $41 million a year and totaling $164 .erob more than 90 percent of reductions were
from four-year institutions. In the context of'budget womconozm Mr. Lopez reported it is difficult to
retain faculty, and that, at Z?ES% alone, 36 woaooa of mﬁ mwoc:% are actively seeking other
employment outside the mﬁmﬂw

Mr. Lopez noted his Hmmm?mao:m about performance-based funding, stating there is a mixed record of
success where states have mzo:%ﬂma it. While performance-base budgeting can improve the
delineation of state and Emﬁsaog_ _ozozﬁom enhance transparency and accountability, and increase
productivity, wm%oﬁsmboo-gmo budgeting only shows a small picture of institutions’ contributions.
Where the formula owmzmmm would include performance outcomes, Mr. Lopez recommends different
outcomes for different Q@mm om Emsgmobm He requested that the state consider a transition period if
performance-base funding is Bo_cama in formula revisions.

Steve McCleery, president, New Mexico Junior College, noted that two-year schools agree with
considering student success in the formula, where success includes recognizing student progress
particularly with at-risk students. Community colleges could support the concept of including a
marginal cost of education, though more details are needed. The state public policy for higher
education is very gray. Like the four-year institutions, two-year colleges would like to see the
formula changes phased in over time to avoid unintended swings in funding and to gather data to
measure outcomes. Community college leaders are concerned with using FY 12 as a base, without a
technical adjustment. In FY 12, many policy decisions were made with respect to funding remedial
education, certain tuition waivers, and dual credits — and memorializing these changes in a base for
FY13 is troublesome. The community colleges generally would prefer one funding formula with
sector variations for the outcome-funding component of the formula. Mr. McCleery noted at some
point, dialogue has to start focusing on a statewide plan and policy for higher education and
institutional and student success stories.
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