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Honorable Members

Fifty-Sixth Legislature, First Session
State Capitol

Santa Fe, New Mexico 87501

Dear Fellow Legislators:

Pursuant to Section 2-5-4 NMSA 1978, the fiscal year 2024 budget recommendation of the Legislative Finance Committee
is provided to you.

In an extraordinary second year of record income, New Mexico is projected to have recurring general fund revenues of
$11.994 billion in FY24 and nearly $3.6 billion in “new money;” projected recurring revenue in excess of planned FY23
ongoing spending. The committee’s spending plan includes a total of $9.44 billion in recurring spending from the general
fund, a 12 percent increase over the budget for the current fiscal year. The recommendation includes $328 million for average
pay raises of 5 percent for state and education employees, $80 million to backfill federal Medicaid spending, $109 million to
expand prekindergarten, and a $263 million recurring and $261 million nonrecurring increase for public schools. Reserves
would be 30 percent of planned spending, safely above the levels that served the state well during the plunge in income at the
start of the pandemic and with room for additional recommendation for fund transfers and tax changes.

The committee’s plan continues the state’s commitment to public education with a total recommendation of $4.14 billion,
or 6.8 percent more than the current year. The recommendation includes funding for a longer school year and increases
for services aimed at students identified as at risk for failure, salaries, the educator pipeline, reading interventions, and
implementation of the Indian, Bilingual Multicultural, and Hispanic education acts.

Appropriations for the Early Childhood Education and Care Department would increase by nearly 72 percent, or $140
million, with major new funding for prekindergarten, $8 million for Home Visiting supports for new families, and $22.6
million to replace federal cash assistance funds. The department would get additional funding from the early childhood
trust fund and the new distribution from the land grant permanent fund.

Other priorities in the budget include the opportunity scholarship, Medicaid rates for healthcare providers, behavioral
healthcare for children, and targeted salary increases for university faculty, judicial agency staffs, child protective services
workers, forensic scientists, and public school principals in addition to the 5 percent average salary increase for all public
employees. In addition to recurring spending, the committee proposal includes $1.145 billion spending for special projects,
roads, and information technology.

I would like to thank the membership of the Legislative Finance Committee for their hard work on behalf of the people of
New Mexico and the LFC staft for its thoughtfulness and diligence on this very difficult task. Together, we have prepared a
responsible budget that invests in the people of New Mexico.

Sincerely,
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Representative Patricia “Patty” Lundstrom
Chairwoman
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- Recommendaations and ianiants

n extraordinary year for state finances is turning into

two, with a continuing oil boom and a strong economy

contributing to revenue levels in FY24 that will surpass the
records set in FY23. New Mexico emerged from the first pandemic
year in a strong financial position and with solid reserves in place,
allowing the Legislature to invest the FY23 windfall in initiatives
intended to improve outcomes for New Mexicans. The 2024 fiscal
year lookstobeanothertransformative year. The Legislative Finance
Committee recommendation for the FY24 state budget prioritizes
investments in early childhood programs with proven success,
flexible education initiatives that produce results for New Mexico
students, significant Medicaid provider rate increases, behavioral
health services for children in state care and, and expansions in the
judiciary agencies and realignment of public safety dollars to build
on prevention and intervention. Because state agencies continue
to struggle with hiring, the recommendation also includes across-
the-board salary increases for state and education employees and
targeted increases for workers in child welfare, public safety, and
other high priority areas.

In recognition that New Mexico’s roller-coaster economy continues to rely heavily
on the volatile energy industry, the recommendation includes substantial efforts
to turn the financial boom of FY24 into long-term returns, with continued efforts
to create and grow endowments and establish multi-year appropriations. The
recommendation leaves room for tax reform and relief and sets a reserve target of
30 percent, the level that served the state well at the onset of the pandemic.

Budget Development and Priorities

Budget Development

Developing a budget for the next fiscal year is challenging due to enormous
strength in revenues in the current and future years and uncertainty due to volatile
energy markets. For FY24, recurring general fund revenues are expected to grow
to $11.994 billion. “New money,” or projected recurring revenue for the coming
fiscal year less current year recurring appropriations, is estimated at $3.591 billion
for FY24, or 42.7 percent growth from the FY23 operating budget. Recurring
revenues for FY22 were $9.675 billion, up $1.59 billion, or 19.7 percent, from
FY21. In addition, estimated recurring revenues for FY23 are $10.775 billion, up
$928 million from the August estimate.

Revenue strength is the result of sustained high inflation, raising expectations for
gross receipts tax and income tax collections. Additionally, consumer spending
has remained strong, wage growth has been robust, and high oil and gas revenues

FY24 Recurring
General Fund
Recommendation

$1,081.6
11%

$1,466.5
15%

= Public Schools
= Higher Education
= Medicaid
Public Safety
= All Other

Note: Public Schools include Public PreK
Source: LFC files.

Consensus
Revenue
Estimate
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are supported by global supply-side constraints raising prices and encouraging
production expansion. Oil and gas revenue strength is pushing severance tax and
federal royalty collections higher than their five-year averages, resulting in larger
transfers to the early childhood trust fund than was expected and boosting the
amount reaching the general fund.

The December 2022 revenue estimates on reserve levels show ending reserve
balances for FY22 are estimated at $3.68 billion, or 49.3 percent of recurring
appropriations; FY23 ending reserve balances are estimated at $5.22 billion,
or 62.2 percent, prior to any legislative action in the 2023 session. These large
surpluses allow for another year of unprecedented spending on nonrecurring
appropriations and transfers to other funds for future spending.

Priorities

The recommendation provides opportunities for strategic growth in programs
aimed at improving outcomes in key priority areas, including public education,
health and human services, child welfare, and natural resources. Aside from
backfilling temporary federal relief funds for Medicaid, the recommendation
provides significant increases for provider rates to shore up the state’s health
system. In addition to prioritizing performance and outcomes, the committee’s
approach for budget development recognized agency workload, addressed
waiting lists, funded vacant positions, and used other state and federal funding.
Priorities for use of one-time funding include major investment transportation
projects, economic development, higher education, quality of life and natural
resource projects, and investments to leverage new federal funding opportunities.
The recommendation also “pre-funds” future years’ spending needs through a
variety of endowment transfers.

Recommendation

Agencies requested $9.38 billion from the general fund for recurring spending. The
LFC recommendation for FY24 is $9.44 billion, up $1.04 billion, or 12 percent,
from FY23 appropriations and includes a 5 percent compensation package for
public schools, higher education and state agencies. The recommendation also
includes $80 million to backfill Medicaid appropriations not needed in FY23 due
to continued enhanced federal funding and $234 million from a voter-approved
increase in the distribution of land grant permanent fund revenue for public school
reform and early childhood education.

Early Childhood

Early Childhood Education and Care Department. The LFC recommendation
increases general fund appropriations for FY24 by $140 million, or nearly 72
percent, including $109.4 million for prekindergarten to expand services, $8
million for Home Visiting supports for new families, and $22.6 million to replace
federal Temporary Assistance of Needy Families (TANF) funding. The committee
recommendation continues federal TANF grant transfer for Childcare Assistance
subsidies. The LFC recommendation from the early care and education trust
fund includes $12 million for children’s physical and behavioral health support
through Medicaid, $3 million for school-based health centers, and $1 million for
a child abuse and neglect prevention Safe Care unit at the Children, Youth and
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Families Department (CYFD). Additionally, the recommendation increases the
distribution from the fund to $100 million in FY24 to support the department’s
funding request and increase childcare assistance funding by $42 million.In total,
the FY24 recommendation for ECECD is $617.5 million, of which $335.6 million
is from the general fund.

Children, Youth and Families Department. The LFC recommendation, a

10 percent increase in general fund, federal Temporary Assistance for Needy Public Education

General Fund History

Families, and early childhood trust fund revenue, seeks to improve child outcomes (in billions)
by aligning the department’s budget with national child welfare best practices and
trends that prioritize evidence-based strategies for maximizing family unity and $5.0
preventing the use of foster care to when its appropriate, consistent with needed
improvements in response to the Kevin S. lawsuit settlement. LFC also supports $4.0
much of the request in the Protective Services Program for salary adjustments and E
to fill vacancies. The committee recommendation leverages more federal revenue $3.0 |
than requested by the agency by transferring $12 million from the early childhood
trust fund to Medicaid for a $41.8 million federal match for children’s physical $2.0
and behavioral health.
$1.0
Education 500
Public Education. The committee’s recommendation for recurring general fund E E E E E g § & g § S
appropriations for public education totals $4.14 billion, a $263.3 million, or bobododdbig

6.8 percent, increase from FY23 levels. The recommendation further includes PED Operating Budget
$261 million in nonrecurring, education-related appropriations from the public
education reform fund to address issues highlighted in the Martinez and Yazzie
education sufficiency lawsuit.

PED Special Appropriations

m Categorical Appropriations

m State Equalization Guarantee
Most of the public education funding recommendation is attributable to the formula-
based state equalization guarantee distribution to school districts and charter
schools, which totals $3.92 billion, a $247 million or 6.7 percent, increase from the
prior year. The state continues to struggle with worsening student achievement from
pandemic-related disruptions and court findings in the Martinez-Yazzie lawsuit that
students lack access to evidence-based interventions, such as extended learning time
programs. The committee recommendation expands flexibility for calendar reform
and instructional time. The recommendation creates a new K-12 Plus formula factor
to help schools build incremental days into the calendar and raises instructional time
requirements to 1,140 hours—the equivalent of 190 days of instruction.

*LFC Recommendation
Source: LFC Files

To further address findings in the Martinez-Yazzie lawsuit relating to quality
educators and responsive instruction, the recommendation increases appropriations
for at-risk students, school personnel salaries, school leader pay, instructional Finance Facts: \§
materials, transportation, educator pipeline initiatives, reading interventions, and - General

implementation of the Indian, Bilingual Multicultural, and Hispanic education acts.

Higher Education. The Legislature recognizes the importance of higher
education to the health and prosperity of New Mexicans and prioritized funding
increases to higher education institutions despite significant enrollment declines
over the past decade. For FY24, the committee recommendation provides a 1
percent increase to the funding formula and an additional 2 percent in nonformula
instruction and general funding increases for pension contribution increases,
special faculty compensation, and student support services. An additional $16.7
million is included for research and public service projects, with over half of this
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amount targeted to healthcare practitioner training and $6.9 million specifically to
backfill nonrecurring appropriations made to expand the number of nursing school
students statewide. Due to the large potential cost of the opportunity scholarship,
the recommendation adds $10 million in recurring funding with the balance from
a special appropriation. The overall recommendation increases higher education
appropriations by $56.4 million, or 5.5 percent.

The recommendation addresses concerns raised during interim committee
hearings. A number of institutions noted the need for enhanced student support
services to address student needs for mental health services, academic support,
and tailored advisement. The recommendation includes $2.5 million for these
services. Additionally, $7 million is included to provide additional faculty salary
increases. New Mexico two-year faculty are paid 20 percent less than the national
average and four-year faculty are 16 percent under the national average. Lastly,
LFC recommends including $7.7 million to pay employer pension contribution
increases taking effect in FY24.

Human Services

Human Services Department. LFC recommends $10.524 billion from all
revenue sources, a $1.35 billion, or 14.7 percent, increase over the FY23 adjusted
operating budget, and includes an additional $269 million from the general fund,
an increase of 20 percent. LFC recommends a $257.5 million increase in general
fund support for the state’s Medicaid Program in FY24, a 21.7 percent increase
over the operating budget. The LFC Medicaid recommendation uses revenue
from the general fund to replace federal funds increased during the public health
emergency and slated to wind down in FY24 with enrollment projected to slowly
decline. In an effort to ensure access to healthcare, LFC recommends $76.4
million from the general fund and $7.7 million from the early childhood trust
fund for Medicaid and Medicaid behavioral health rate increases for providers,
rural hospitals, hospitals, and nursing facilities to bring rates up to 100 percent of
Medicare rates or greater.

Behavioral Health. HSD requested and the committee recommends a $19.9
million general fund increase over FY23 for the Medicaid Behavioral Health
Program. LFC also recommends a general fund increase of $7.1 million and $498
thousand from the early childhood trust fund to raise provider rates to 120 percent
of Medicare rates.

The Behavioral Health Services Program’s FY24 budget request was $89.8
million from all sources, with a general fund request of $60.7 million, an increase
of $8.2 million, or 15.5 percent, above FY23. LFC recommends $87.7 million,
including increasing general fund support by $6.1 million, or 11.6 percent. LFC
recommends general fund support that includes $3.8 million for the 988 Crisis
Now mobile crisis units in addition to $1.4 million in a special appropriation, for
a total of $5.2 million. The recommendation also includes $1.2 million for non-
Medicaid-eligible behavioral health provider rate increases, $140 thousand for the
NMConnect app, and an additional $1 million for the Linkages housing program.

Health

Department of Health. The department’s $393 million FY24 request for general
fund revenue was an 11 percent increase above the FY23 operating budget. The
request assumed significant decreases in federal revenues in the Epidemiology and
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Response Program, resulting in large decreases for others costs and contractual
services. The LFC general fund recommendation is $379 million, an increase of $25.8
million that includes $10.2 million for developmental disabilities waiver provider
rate increases, $3.8 million for alcohol misuse and medication assisted treatment,
$2 million for family planning, $3.5 million for personnel and compensation in
state facilities, $901 thousand for administrative oversight, and $2.4 million for
personnel in the Health Certification, Licensing, and Oversight Program. The LFC
recommendation also increases other transfers from the early care and education
trust fund of $3 million in the Public Health Program for school-based health centers
contingent on legislation expanding distributions from the fund.

Judiciary

The LFC recommends a general fund increase for judicial branch agencies of $12
million, or 5.8 percent, compared with the FY23 operating budget. For district
courts and the Bernalillo County Metropolitan Court, the recommendation
includes a general fund increase of $11.6 million, or 7.7 percent, compared with the
FY23 operating budget. The recommendation includes $1.5 million for 8 percent
additional salary increases for judges to increase recruiting competitiveness and
$1.7 million for other targeted compensation increases to reduce vacancies where
staff turnover is particularly costly. Both staff and judge compensation increases
are in addition to statewide compensation increases. The recommendation also
includes $1.6 million to centralize judicial training within the Administrative
Office of the Courts and to increase the training budget by 128 percent.

LFC recommends a general fund increase for statewide district attorneys of $4.9
million, or 5.4 percent, over the FY23 operating budgets. The recommendation
includes a 2 percent targeted salary increase for all attorneys and staff and an
average 3.6 percent base budget increase, which fully funds 10 statewide positions
where federal funds are lapsing with general fund revenue. The LFC recommends
a general fund increase for the public defender department of $4.3 million, or 6.9
percent, over the FY23 operating budget. The recommendation includes a 2 percent
additional targeted salary increase for all attorneys and staff and a $1.9 million
increase for contract attorney compensation increases. The recommendation also
includes $748 thousand to expand core staff by four and increase attorneys by
four, both of which are recommended to begin implementing recommendations
of the department’s 2022 workload study.

Public Safety

Department of Public Safety. The committee recommends $194.5 million in total
revenue for the Department of Public Safety, a $14.5 million, or 8 percent, increase
compared with its FY23 operating budget. The committee’s recommendation for
general fund revenue of $159.2 million represents a $9.1 million, or 6 percent,
increase. The recommendation includes $2.1 million for state police officer pay and
$1.8 million for targeted compensation increases for other key positions, including
substantial increases for emergency dispatchers. The LFC recommendation also
provides $2.3 million and 18 FTE to support the new entities responsible for law
enforcement training and oversight, the Law Enforcement Standards and Training
Council and the Law Enforcement Certification Board.

Corrections Department. The department (NMCD) recommendation is $371.1
million, an increase of $5.3 million, or 1.5 percent, compared with its FY23



operating budget. The entirety of the increase is from the general fund, for a total
general fund recommendation of $340.7 million, 1.6 percent higher than FY23. The
recommendation recognizes chronically vacant correctional officer positions are not
necessary in light of substantial reductions in inmate population by reducing the
agency’s authorized correctional officer positions and redistributing vacancy savings
elsewhere in the budget. Along with reallocated vacancy savings, the committee
recommendation provides an additional $3.1 million from the general fund and
funds raises for correctional officers, increases in evidence- and research-based
recidivism reduction programming, and supportive housing for released offenders.

Criminal Justice Reform. The committee’s recommendations for NMCD and
DPS support initiatives aimed at achieving criminal justice reform through
recidivism reduction and police officer training and accountability. In addition to
funding additional reentry programming, the recommendation also provides $500
thousand to expand supportive housing initiatives for offenders reentering the
community. Within DPS, the committee’s recommendation supports initiatives
undertaken during the 2022 legislative session to reform the systems of police
training and oversight, including providing a $2.1 million budget for the new Law
Enforcement Certification Board. Policy changes, such as reducing incarceration
for nonviolent crimes and limiting the circumstances under which an offender’s
parole may be revoked, could significantly reduce recidivism as well as costs.

Compensation

State agencies report continued difficulty in attracting and retaining a highly
qualified public workforce. The LFC recommendation includes a total of $331.2
million in general fund revenue for public employee compensation, sufficient for
an average 5 percent increase in employee pay. This amount includes $217 million
for public schools, $57.1 million for state agencies, and $54.2 million for higher
education institutions. In addition to these amounts, many agency recommendations
include additional funding for targeted pay increases, particularly in public safety,
child welfare, and other high-priority areas.

The recommendation includes funding to cover the employer share of a 10 percent
medical insurance premium increase for employees covered under the General
Services Department to address the funding shortfall in that program. For FY22,
premium revenue fell short of expenses by $72.8 million, necessitating a large
increase after years of rates that failed to keep up with medical costs. In addition
to revenue increase, the department will need to consider cost-containment
strategies to ensure the program is sustainable into the future.

Pensions. Recent legislative reforms to the state pension systems have
significantly improved the sustainability of the funds, even with the challenging
market environment faced by fund investment managers. Legislation passed
in previous sessions will increase employer contribution rates for both the
Educational Retirement Board and the Public Employees Retirement Association.
The LFC recommendation includes funding for public schools and higher
education institutions to make larger contributions to the fund, and contribution
rate increases for state agencies were included in agency operating budgets.

Roads

The New Mexico Department of Transportation (NMDOT), mainly funded with
state road fund revenues for highway maintenance and federal funds for road
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construction, has faced budget pressures for years as federal revenue stagnated
and road fund growth did not keep pace with cost increases. Some of these
pressures have been alleviated by passage of the federal Infrastructure Investment
and Jobs Act, which increased federal formula funding available to NMDOT by
$100 million, but inflation-related cost increases have caused road projects to
balloon in cost, with some projects nearly doubling. The LFC recommendation
includes the additional federal formula funding, as well as additional road fund
balance to match the newly available federal funds. The additional funding will
be directed to roadway improvements of the existing transportation network. The
recommendation also includes $197 million in general fund revenue for special
transportation appropriations for NMDOT to make major investments in the
state’s transportation network.

Deficiency, Special, and Supplemental Appropriations

During the interim, the committee created several subcommittees and working
groups to consider state agency needs and prioritize investments into programs
to improve agency performance. Recommendations of these subcommittees and
working groups were the criteria in building the LFC recommendation for special,
supplemental, and deficiency appropriations. The recommendation prioritizes
requests for one-time expenses or pilots and provides increased scrutiny of
requests for recurring costs and unspent amounts for requested extensions in time
to spend appropriations.

The recommendation for special, supplemental, and deficiency appropriations
totals $1.145 billion, of which $922 million is from the general fund. Several large
special appropriation recommendations are contingent

For more info:
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on legislation setting up new endowment funds to . -
. . . . Special, Supplemental, and Deficiency
provide sustainable funding into the future. Other Appropriation Requests
investments include $139.5 million for water and natural (dollars in millions)
resources programs, $15 million to create a new central | ¢, /o, 284 300
infrastructure office to improve the state’s capital outlay
process, $40 million for local government recreation
centers, $50 million for tribal projects, and $65.5 million $2.000 229 250
for broadband and cybersecurity programs. Although 202
higher education institutions have typically not requested 200
direct special appropriations, institutions made a large $1,500
number of requests for FY24. 136 150
The recommendation includes investments in New | $1.000 1
Mexico’s workforce, with $6 million to create judicial 100
clerkships and build capacity for district attorneys and
public defenders, $20 million to support those seeking $500 o < © = 50
graduate degrees in social work, $10 million for graduate- R § N 2
level nursing programs at higher education institutions, $0 & & & & 0
$5 million to support graduate-level science, technology, 2019 2020 2021 2022 2023
engineering, math, and healthcare degrees, and $60 Legislative Session
million for the opportunity scholarship program.
EE Amount e Requests )
Source: LFC Files

The recommendation also includes $96 million in
supplemental and deficiency appropriations to the




General Services Department for shortfalls in employee benefits funds, contingent
on matching funds from local governments and higher education institutions that
participate in these benefits programs.

Fund Transfers and Reserves. The recommendation also contains fund transfers
intended for future spending, including $1 billion to the severance tax permanent
fund, which has had greatly diminished revenue because funding has been diverted
to invest in public school capital outlay over the past 20 years. Other fund transfers
include $72 million to the tobacco settlement permanent fund intended to boost
future year spending on a range of tobacco cessation and other services. Further,
the recommendation includes a set aside of $300 million for the full Legislature
to consider other permanent fund options, either new or existing, to turn “today’s
dollars into tomorrow’s dollars,” in recognition the extraordinary growth in revenue
is due to nonrecurring extractive industries and future revenue streams will need
to be more diverse. The recommendation also sets aside another $500 million for
additional permanent funds or other spending items. To clarify the state’s balance
sheet, the recommendation moves the tobacco funds out of general fund reserves
because accounting for the funds in the reserve artificially inflates the safety net
used during an economic downturn or volatility in energy revenue.

Information Technology. The LFC recommendation for IT funding totals $183.9
million from all funding sources for 25 projects. The recommendation includes
$63.6 million in general fund revenues, $39.3 million in other state funds (which
includes $3 million in other transfers from the Human Services Department to the
Children, Youth and Families Department), and $81.1 million in federal funds.
Included in the recommendation is $7.4 million in general fund revenues for the
Human Services Department to continue the Medicaid management information
system replacement project, with an associated federal funding match of $67.5
million pending federal approval; $18 million for the Children, Youth and
Families Department’s comprehensive child welfare project, with an associated
federal match of $11 million; and $13 million for the Department of Public Safety
to implement a Criminal Justice Information System modernization.

In addition to new requested funding amounts, a total of 12 agencies submitted
38 requests to reauthorize prior-year appropriations through FY24. Originally,
those appropriations totaled $283.4 million and reported balances requested to be
reauthorized total $146.4 million, or roughly 52 percent.

Tax Changes

The recommendation sets aside $1 billion for changes to the tax code. Potential
options studied during the interim included reductions to the gross receipts tax
rate, which has been shown to inhibit business growth, and smoothing out personal
income tax brackets for middle-income earners.

Capital Outlay and Infrastructure

Capital outlay requests from state agencies, judicial entities, higher education
institutions, and special schools totaled more than $1 billion. Funding for capital
infrastructure presents two key challenges: $3.5 billion in unspent appropriations
for 4,100 projects and challenges to project funding and timelines driven by
construction inflation and supply constraints.



The LFC capital outlay framework for consideration by the full Legislature
includes approximately $399.2 million authorized from the general fund and
$138.6 million from other state funds. Given the state’s strong financial position,
the recommendation does not assume issuing more debt, except for the normal
earmarks of severance tax bonds.

Major state agency projects in the framework include $68 million for a new
forensics unit at the Behavioral Health Institute in Las Vegas, $26 million for
public safety radio communication infrastructure statewide, $30 million to the
Office of the State Engineer to promote settlement of Texas v. New Mexico and
to support aquifer recovery on the Lower Rio Grande, and $10 million for the
MainStreet capital outlay program administered by the Economic
Development Department. The general fund framework also includes $26
million for statewide senior center projects and emergency needs and $88.4
million for higher education projects, including $27.3 million in supplementary
funding for previously funded higher education projects experiencing cost
escalations. The largest of those projects is the new Trades and Applied
Technologies building at Central New Mexico Community College.

Evidence- and Research Based Funding Requests Act

In 2019, Chapter 23, Section 4, (Senate Bill 58) was enacted to amend the
Accountability in Government Act to bring more information on funding of
programs with rigorous evidence of effectiveness into the state’s performance-based
budgeting process. As a result of the law, state statute now also provides definitions
of evidence-based, research-based, and promising programs. For the FY24
budget-making process, LFC and the Department of Finance and Administration
designated four programs across three agencies to collect and report on initiatives
being implemented to assess to what degree programs are using evidence-based
approaches. Some agencies have shifted to using programs that work, such as
the Corrections Department requiring contractors to only use evidence-based
programming for behavioral health services. According to the department, currently
all programmatic funding for Community Offender Management and Reentry and
Inmate Management and Control divisions within the Corrections Department goes
to programs that are evidence- or research-based. IN FY23, the Children, Youth
and Families Department elminated its Youth Support Services program, which
was not evidence-based, in part due to the program inventory process. BHSD is
also strengthening their tracking of use of evidenced-based programming from
contractors for services such as psychotherapy.

In addition to evidence-based programming identified through program
inventories, the LFC recommendation includes significant expansion of evidence-
based programming. The LFC recommendation includes over $200 million in
FY24 potential expansion funds to invest in evidence-based and promising
interventions. This includes $110 million to expand instructional time at in K-12
education; and over $100 million to expand prekindergarten for 3- and 4-year-olds
(which has been found to have a $6 to $1 return on investment by LFC research).
The LFC recommendation also includes continued funding for existing evidenced-
based and promising programs, including home-visiting services to new families,
recidivism reduction, and pathways to respond to child maltreatment.
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olstered by high oil- and gas-related revenues, growing

incomes, strong consumer spending, and inflation, New

Mexico is experiencing record-high revenues across all
major revenue streams. FY22 and early FY23 receipts came
in higher than expected and boosted revenue estimates for
subsequent years. But the global economy may be on the brink
of a recession, creating significant uncertainty and downside
risk to revenues.

Recurring revenues for FY22 were $9.675 billion, up $1.59 billion, or 19.7
percent, from FY21. Revenue strength is the result of sustained high inflation
raising expectations for gross receipts tax and income tax collections. Additionally,
consumer spending has remained strong, wage growth has been robust, and high
oil and gas revenues are supported by global supply-side constraints raising prices
and encouraging production expansion. Gross receipts taxes are also soaring due
to sustained oil and gas investments in the Permian Basin and increased prices for
mining services. Finally, oil and gas revenue strength is pushing severance tax and
federal royalty collections high above their five-year averages, resulting in large
transfers to the early childhood trust fund and boosting the amount reaching the
general fund throughout the forecast horizon.

Including federal stimulus funds of $1.069 billion and nonrecurring legislative
expenditures of $902.9 million, FY22 total revenues are estimated to be
$1.16 billion more than FY22 appropriations. General fund revenues, outside
stimulus funds in the federal American Rescue Plan Act, exceeded general fund
appropriations by $706.5 million, which will be transferred to the operating
reserve and the tax stabilization reserve fund. FY23 ending reserve balances are
estimated at $5.22 billion, or 62.2 percent, prior to any legislative action in the
2023 session. Because reserves are expected to exceed 25 percent of recurring
appropriations in FY23, $3.17 billion in excess oil and gas school tax collections
and federal mineral leasing royalty payments above the five-year average are
expected to flow into the early childhood trust fund.

FY24 recurring revenues are estimated at $11.994 billion. “New money,” or
projected recurring revenue for the coming fiscal year less current year recurring
appropriations, is estimated at $3.591 billion for FY24, or 42.7 percent growth
from the FY23 recurring budget.

Economic Forecast

U.S. Economy

The future of the U.S. economy is uncertain. Real gross domestic product (GDP)
grew 4 percent year-over-year in FY22 but shrunk 1.6 percent and 0.6 percent in
the third and fourth quarters of FY22, marking the economy’s first consecutive
quarters of real contraction since the pandemic. While two consecutive quarters
of GDP contraction traditionally indicate a recession, other strong economic
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indicators, such as job growth, unemployment, and net exports, suggest ambiguity
in the current economic situation. However, the risks of a recession are growing.
National forecasters expect GDP growth at 0.4 percent through FY23 and FY24 as
inflation erodes consumer spending, government support recedes to normal levels,
high interest rates stifle borrowing, and the economy reaches full employment.

Inflation surged worldwide as demandrecovered faster than could be accommodated
by the supply of commodities and labor, disrupted first by the pandemic and, now,
by the war in Ukraine and China’s suppressed production. In addition, rents have
accelerated in lagged response to soaring housing prices. Forecasters expect these
pressures to moderate as supplies improve, workers return to the labor force, and
housing prices cool. The forecast also expects tightening monetary policy to push
the U.S. unemployment rate to 5.7 percent by late 2023, reversing the direction of
inflation through labor markets.

New Mexico Economy

The state’s economic outlook is similarly tied to inflation, monetary policy, and
other broader economic mechanisms. After reaching the last employment peak in
January 2020, employment contracted by 12.3 percent during the pandemic. In that
period, leisure and hospitality experienced the largest losses of any industry, and
while strong gains were made, the sector is still 2.5 percent below 2019 figures.
Retail and wholesale trade, other hard-hit industries, are experiencing divergent
recoveries. Retail trade has recovered all its lost jobs while wholesale trade is still
6.5 percent below prior levels. Local government, mining, and accommodations
are also still lagging far behind prepandemic levels. By October 2022, data from
the U.S. Bureau of Labor Statistics indicates total employment is down 9.2
thousand jobs, or just over 1 percent, from the prepandemic peak.

New Mexico’s labor force participation rate is 56.1 percent, significantly lower
than the national rate of 62.1 percent and 2.6 percent below prepandemic levels.
The participation rate is projected to expand 0.9 percent in 2023, 0.4 percent in
2024 and 2025, and then average growth of about 0.5 percent per year.

While employment has a longer road to recovery, total wages and salaries in New
Mexico reached prepandemic levels in the last quarter of 2020. Total personal
income growth in New Mexico reached record heights during the pandemic.
Driven by inflationary pressures and a competitive labor market, expansion
continued in FY21 with all components of income, including transfer payments,
wages, and business income, contributing to a 7.5 percent growth. With the end
of large federal transfer payments, New Mexicans’ total personal income slowed
to only 1.8 percent annual growth in FY22 even though wages and salaries grew
by 10 percent. Personal income is expected to return to an average growth rate of
about 4.4 percent starting in FY24. Meanwhile, wages and salaries will continue to
see steady average growth of 3.7 percent in FY24 through FY27 after an expected
6.1 percent growth in FY23.

Energy Markets

Following the pandemic, global consumption and demand rebounded, causing both
prices and production in the state to surge. Then, at the beginning of 2022, the
Russian invasion of Ukraine further disrupted global oil supply. As severe sanctions
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interrupted Russian energy supply deliveries, prices spiked worldwide. As a
recession begins in many parts of the world, expectations for global oil demand have
fallen, taking energy prices with them. Despite the lower prices, energy companies
in New Mexico have continued to drill at production-expanding rates, and with
increased productivity per well, production has broken records each month.

Drilling and completion activity in the Permian Basin picked up in early 2021,
grew through 2022, and stabilized between 105 and 110 active rigs on average
in the first half of FY23. Analysis by Rystad Energy, an energy analytics firm,
suggests a rig count of 75-80 average active rigs is sufficient to maintain current
levels of production in New Mexico. As rigs and well completions continue to
exceed maintenance levels, New Mexico continues to hit oil production records,
with the latest peak production of 1.7 million barrels per day in September 2022.
To date, New Mexico is the only top oil producing state to have recovered above
prepandemic production levels. In September 2022, Texas’ daily oil production was
still down 5.6 percent from prepandemic peak production and North Dakota’s was
down 26.1 percent, while New Mexico’s daily oil production was up 49.4 percent.

The state is estimated to have produced 531 million barrels of oil in FY22, a
30 percent increase from total FY21 production. At current levels of daily oil
production, the state would produce 618.1 million barrels of 0il in FY23. In FY24,
the consensus estimate expects oil production will grow 6.7 percent from current
levels resulting in 660 million barrels in FY24.

New Mexico’s natural gas production has accelerated as well. In September 2022,
the state produced a record of 8.4 billion cubic feet (bcf) of natural gas per day,
greatly exceeding the 7.1 bef per day produced in FY22. New Mexico produced
2.6 trillion cubic feet of natural gas in FY22, an increase of 21 percent from
FY21. The consensus forecast estimates natural gas production will average 7.9
bef/day in FY23 and 7.93 bef/day in FY24, resulting in estimated production of
2.75 trillion cubic feet in FY23 and 8.3 trillion cubic feet in FY24, reflecting
the volatile nature of associated gas production and limited take-away capacity
for gas in the Permian Basin. New Mexico gas production represents about 6.5
percent of daily U.S. production, and the state is the seventh most productive in
the country, nearly reaching Oklahoma. New Mexico produces the second-most
oil per resident, trailing only North Dakota.

Revenue Forecast

Total gross receipts tax collections in FY22 were much stronger than expected,
bringing in $3.5 billion to the state. Strong collections are the result of higher
nominal mining activity, record public investments in construction, high consumer
savings, strong wage and consumption growth, and historically high inflation.

Surging GRT collections are driven mostly from activity in Eddy and Lea counties
and, more specifically, activity in the mining industry. In the first quarter of FY23,
mining activity subject to the gross receipts tax was up 86.7 percent, year-over-year.
The increase is driven by drilling activity, which has increased by 37.6 percent over
the same time last year, but also by increasing prices for mining services.

Although anticipated falling oil and gas prices generally reduce tax revenues,
production levels are more than offsetting price declines, leading to record levels of
severance taxes and federal royalty payments. About 62 percent of the general fund
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forecast growth in FY23 is from severance taxes and federal royalty payments, as
well as about two-thirds of the general fund growth forecasted in FY24. Because
revenue growth from these sources sent the five-year average soaring, the recent
stabilization mechanisms that send excess oil- and gas-related collections to the
tax stabilization reserve or early childhood trust fund are shrinking and becoming
less effective at shielding the general fund from revenue swings.

Personal income tax collections continue to grow, significantly outpacing
expectations in New Mexico and across the country. While the cause of some
of the growth in income tax collections is unclear, some growth is attributable to
inflation, stimulus and other relief, strong capital gains through 2021, and labor-
market-fueled spikes in wages and salaries, especially in high-wage jobs. Also
contributing to growing collections, a new top income tax bracket of 5.9 percent
for the highest income earners took effect in tax year 2021. Personal income tax
revenues grew at an annual rate of 22.2 percent in FY22 to $2.3 billion.

Underlying PIT revenues are expected to continue to grow along with wages
and salaries, albeit at slower rates. In the 2019, 2020, 2021, and 2022 legislative
sessions, significant changes were made to the personal income tax, contributing
to an expected decrease of 3 percent in FY24. FY23 and FY24 PIT revenues are
projected at $2.39 billion and $2.32 billion, respectively. The most recent recurring
tax changes to PIT include exempting some social security and military retirement
income, adding a child tax credit, and expanding the solar market tax credit.

Risks to the Forecast

Energy Volatility. New Mexico’s dependence on the energy sector makes oil
market volatility the largest, most significant risk to the forecast—on the upside
and the downside. Strong oil and gas prices and increased production necessitate
an upward revision to the consensus revenue estimate. A significant downside
remains, with a global recession likely to push oil prices lower and higher input
prices increasing the risk for oil prices to fall below breakeven prices, necessitating
production declines. On the upside, other forecasters point out oil production
could outpace the consensus estimate, reaching 2 million barrels per day as soon
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as 2025. In the long run, diminishing oil and gas demand will cause oil and gas
production and revenues to decline below current levels, putting revenue and
budget growth at risk.

Recession. The economy currently teeters on a knife’s edge, with the likelihood
of a recession just below that of a coin flip; national forecasters have increased the
likelihood of a recession scenario to over 40 percent, highlighting the seriousness
of the potential for a decline. For New Mexico, these scenarios could result in
slower job recovery than the baseline, with the pessimistic forecast expecting
employment to reach prepandemic levels in 2026, more than three years later
than the baseline. A recession would dampen wages and salaries and consumer
spending, posing serious downside risks to both income tax and GRT collections.

Stress-Testing the Revenue Forecast

The December 2022 consensus revenue estimates included a sensitivity analysis of select general fund revenues—
including severance taxes, federal mineral leasing payments, personal income taxes, and gross receipts taxes—to
three scenarios: an optimistic scenario with stronger economic growth, a pessimistic scenario with a weaker economic
recovery, and a low oil price scenario. While the revenue forecast inherently faces risk, stress testing helps the
Legislature prepare by looking at alternative outcomes.
General Fund Revenue Sensitivity Analysis
(in millions)
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efined by high inflation and an uncertain economic

future, fiscal year 2022 saw revenues driven to record

highs by rising incomes, strong consumer spending,
and a robust oil market. High oil prices and unprecedented
production levels magnify the state’s continued dependence on
the extractives industry, driving expectations for future revenue
growth even as increased recession expectations hint at fragility
in more stable revenue sources.

In the upcoming 2023 session, the Legislature’s focus is first on a sustainable
recurring budget despite surging, but volatile, revenues. New Mexico’s tax
revenues are outpacing the state’s budget growth and spending capacity, resulting
in larger reserves and funding available to enact meaningful tax reform, stimulate
economic progress, and leverage volatile revenues for future income.

New Mexico’s Shifting Outlook

Despite New Mexicans having low per capita income relative to other states, state
revenues are growing rapidly amid high oil and gas production and prices. The
oil and gas industry generated approximately $2,000 per resident in emergency
oil and gas school tax and state share of federal mineral leasing revenue in FY22.
Such high tax revenues reduce the economic burden on residents in the state
but also contribute to increasing volatility. The short- to mid-term outlook for
production is positive, with high production and relatively high prices expected
to support state spending before production slows due to waning global demand
in the long term and drags down state revenues. The outlook positions leaders to
make critical decisions about the long-term financial health and stability of the
state with ample opportunity for investments in New Mexico’s future.

Fiscal Stability and Managing Revenue Volatility

At the core of New Mexico’s fiscal instability has been the significant reliance
on volatile revenues from the extractives industry. Severance taxes and federal
royalty payments made up about 14.4 percent of general fund revenues in FY22
and are expected to climb to nearly 24 percent in FY24. When including gross
receipts taxes from Eddy and Lea counties and out-of-state receipts, also highly
dependent on oil and gas activity, revenue dependent on the extractives industry
made up 25.5 percent of general fund revenue in FY22 and is expected to climb to
35 percent in FY24 as oil and gas production surges in New Mexico.

Though significant work remains, lawmakers have chosen to manage revenue
volatility through longstanding permanent funds, newly created tax stabilization
mechanisms, consistent fiscal responsibility, and responsible reserve targets.

One of the state’s long-standing measures for managing general fund revenue
volatility is through distributions from the land grant and severance tax permanent
funds, depositories for extraction taxes and other one-time revenue from depletable
resources. These distributions are the most stable and reliable revenue streams to

For more info:

Taxation and Revenue
Department

Performance
Page 158

Oil Production Per
Resident,Top 5 Oil
Producing States

2
> 1.8
- 16
2 14
g 1.2
g 1
Ke)
s 0.8
S 06
c
3 04
>
g 0.2
0 J
OO N 1D O v« < ~ O
0O O O O v« v« «
o O o O O O
~ N AN NN N N N N
Alaska
=== North Dakota
New Mexico
Texas

== Colorado

Source: EIA, Census Bureau

Recurring General
Fund Revenue and
Appropriation Annual
Growth

20%
15%
10%
5%
0%
-5%
-10%
-15%

© 0 O N T © O &
OO0 -+ -+ v E B
=>3>3>3> 353> =0
(1T T T T T T T T
S
PN
>
o

mmmm Yr/Yr Recurring GF
Appropriations Growth

—&—Yr/Yr Recurring GF Revenue
Growth

Source: LFC Files

15




Fiscal and Tax Policy

General Fund Revenues
Dependent on Oil and

Gas Industry
(dollars in billions)

$8 50%
67 45%
40%
$6
35%
$5 30%
$4 25%
63 20%
15%
$2
I I 10%
1 |
R THH T LT
S HUTTOTH N -
O - OO~ - B
S - - - - - N 3§
O O O O O O O
NNNNNNN&
o
N

Permanent Funds Distrib.

GRT (Eddy, Lea, Out of State)

Severance Taxes & FML to TSR
or ECE Trust Fund*

mmmm Severance Taxes to GF

State Land Office

mmmm Federal Mineral Leasing to GF

==0==Percentage excluding permanent
funds & TSR/ECE distrib.

==@==Percentage including permanent

funds )
Source: LFC Files

Oil and

Natural Gas
Revenue

16

the general fund and provide an intergenerational revenue stream that allows current
resource extraction to benefit future New Mexicans. Combined, the permanent funds
account for nearly 12 percent of general fund revenues annually with sustainable
and stable growth rates of nearly 10 percent, far exceeding the general fund growth
rate of other revenues. Without the permanent funds, taxes would have to be 12
percent more, on average, to support the spending levels of the last several years.

More recently, the Legislature has implemented revenue stabilization mechanisms
to further insulate the general fund from swings in the energy industry. Starting
in FY19, severance tax revenues in excess of the five-year moving average of
severance tax revenues were directed to the tax stabilization reserve fund for use
in revenue downturns. This measure helps reduce the general fund’s dependence
on severance tax revenue, captures windfalls from the oil and gas industry, lessens
the impact of market shocks on the general fund, and provides a specific source of
revenue to the rainy-day fund.

In FY22, the same stabilization mechanism was applied to federal mineral rents
and royalties, with the newly created, interest-earning early childhood education
trust fund as the beneficiary. With regular distributions from the fund, the
mechanism provides a stable source of funding for early childhood programs and
reduces the general fund’s dependence on oil and gas revenues. The expansion of
stabilization mechanisms in the general fund continues to support fiscal stability,
with FY22 capturing over $2.8 billion in nonrecurring revenues above the five-
year averages that otherwise would have spiked recurring revenues by 35 percent
before declining again in FY23.

In addition to setting aside oil- and gas-related revenues for permanent funds or
through stabilization mechanisms, the Legislature has also provided budgetary
stability by spending less than total recurring revenues when revenues are above
trend. Lawmakers have effectively used significant portions of revenue surpluses
to fund a variety of capital outlay and infrastructure projects, build general fund
reserves, supplant other state funds, and create new budget stabilization funds.
The Legislature has also implemented best practices of budget planning with the
development of a long-term revenue estimate and budget outlook. In July 2022,
the Legislative Finance Committee conducted its first-ever hearing on long-term
revenue planning, further advancing long-term stability.

Finally, the state’s strong reserve position allowed the Legislature to emerge from the
June 2020 special session, held to address significant forecasted revenue declines,
without making any cuts to FY20 recurring budgets, limited cuts to nonrecurring
appropriations, and only small reductions to the FY21 operating budget. The recent
success of informed reserve targets and current surge of volatile revenues indicate
a need to maintain reserve levels consistent with revenue stress testing. For FY24,
these insights inform a recommended 30 percent general fund reserve level.

Recent Tax Changes and Outstanding Issues

Effective tax policy should generate enough revenue to fund government operations
while avoiding harm to business activity that could arise from high tax rates or
perverse incentives that create inefficiencies. Noncompetitive gross receipts tax
rates (GRT), an outdated personal income tax bracket structure, the layering of
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taxes known as pyramiding, and tax revenue volatility exemplify shortcomings of
New Mexico’s tax system. While the state has recently made large strides toward
equity and efficiency, significant outstanding tax issues remain.

Gross Receipts Tax Reform and Opportunities

New Mexico lawmakers implemented several tax changes in the last five years,
many of which were included as part of broad tax packages in the 2019 session
(Chapter 270, House Bill 6) and the 2022 session (Chapter 47, House Bill 163).
Those efforts included base-broadening measures to bring previously untaxed
goods and services into the state’s tax base, sweeping rate reductions, and equity
and fairness improvements in the tax code.

GRT Pyramiding and Business Competitiveness. Tax pyramiding occurs
when the GRT is applied to business-to-business purchases of goods and services,
creating an extra layer of taxation at each stage of production. The burden of
pyramiding is then exacerbated by rising GRT rates.

New Mexico currently has anti-pyramiding provisions for many goods-
based inputs, but service-based inputs are still largely taxed. Because smaller
businesses are unable to incorporate many professional resources in their
operations, tax pyramiding for services like accounting, IT, and human resources
disproportionately harms small businesses. In addition to lowering the GRT rate,
policymakers could support New Mexico businesses by targeting those services
for anti-pyramiding provisions in the tax code.

Additionally, gross receipts taxation of medical services remains complicated and
difficult for private practitioners to navigate. While payments from insurance are
deductible from the GRT, copayments, fees-for-service, coinsurance payments, and
deductibles are subject to the GRT without deductions and are legally prohibited
from being passed on to patients. To simplify and reduce tax burdens on medical
practices, eliminating the GRT on copayments and the like could be effective.

GRT Rates. For the first time in 40 years, the Legislature in 2022 voted to reduce
the statewide gross receipts tax rate (GRT) from 5.125 percent to 4.875 percent

LFC TAX POLICY PRINCIPLES

Adequacy:
Revenue should be adequate to fund
needed government services.

Efficiency:
Tax base should be as broad as
possible and avoid excess reliance
on one tax.

Equity:

Different taxpayers should be treated
fairly.

Simplicity:

Collection should be simple and
easily understood.

Accountability:
Preferences should be easy to
monitor and evaluate.
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The 2022 Tax Package

Chapter 47 (House Bill 163) cut an
estimated $203.7 million in recurring
revenues and $325.5 million in non-
recurring revenues for FY23 through
tax changes:

« $7.4 million to exempt military re-
tirement from income tax,

» $84.1 million to exempt social se-
curity income from income tax for
individuals with less than $100
thousand in income and couples
with less than $150 thousand in
income,

« $94.1 million to reduce the state
gross receipts tax rate (GRT)by
1/8th of a percent to be followed by
an additional 1/8th of a percent re-
duction depending on revenue trig-
gers that could unwind the rate cuts
(cost could reach $206.2 million by
FY26),

+ $5.6 million to eliminate GRT pyra-
miding for manufacturers,

« $2.1 million to adjust payments to
certain municipalities being made
to protect them from losses related
to the end of the gross receipts tax
on food and medicine,

+ $3 milion to define disclosed
agents and prevent double taxation
of pass-through wages,

* $1.7 million to reduce the com-
pensating tax rate on out-of-state
companies doing business in New
Mexico,

* $1.4 million to eliminate the GRT
on feminine hygiene products,

« $7.2 million to extend the solar
building tax credit,

« $1.9 million for the New Solar Mar-
ket Tax Credit,

» $312 million for a one-time income
tax rebate,

* $9.4 million for a one-time tax cred-
it for New Mexico nurses,

» $74 million for a child tax credit be-
ginning in FY24.

18

over two years. Despite the rate reduction, the average gross receipts tax rate
customers will pay when including municipal tax is likely to remain above 7.5
percent, around the median combined rate of our neighboring states. As inflation
continues to boost GRT collections, further reducing the statewide GRT presents
an opportunity to increase New Mexico’s competitiveness and build on the
reductions passed as part of Chapter 47.

The most effective tax reform proposals would incorporate strategies to limit or
reduce local tax rates to fully realize the consumer and business benefits of lowering
the tax rate. While the state GRT rate is moving in a positive economic direction,
local government rates have been rising. As the state’s first GRT reduction took
effect July 1, 2022, Aztec, Bloomfield, Farmington, Kirtland, Silver City, and
Vaughn raised their GRT rates by between 0.0625 of a percent and 0.3625 of a
percent. Moreover, New Mexico’s state GRT rate is relatively low compared with
other states, ranking 32nd as of January 2021, but the combined state and local
average rate is the 16th highest in the nation.

Income Tax Reform and Opportunities

Since 2019, the Legislature has passed legislation that created or expanded
multiple personal income tax (PIT) and corporate income tax (CIT) exemptions,
credits, and rebates with the aim to increase progressivity and provide temporary
and permanent relief to low- and middle-income New Mexicans. The 2022 tax
package included nearly $179 million of income tax relief in FY24. The most
significant changes in the package were the PIT exemption for social security
income up to $75 thousand and a child tax credit for most families with children.
Recognizing surplus state revenues, the Legislature also passed one-time tax
rebates totaling nearly $950 million across two years, providing inflation and
pandemic relief to low- and middle-income residents.

The 2019 and 2021 legislative sessions resulted in large expansions of the
working families tax credit and the low-income comprehensive tax credit, as well
as bolstered the corporate income film tax credit and created a new top income
bracket. Over the last five years, the income tax has become significantly more
progressive, especially in the lower half of the income distribution, augmenting
existing state income support programs for the lowest-income residents (see LFC
report Stacking of Income Supports).

However, several significant issues remain. While the state has increased its
income tax progressivity, it has done so by providing credits, deductions, and
exemptions to targeted populations. This piecemeal approach clouds the actual
income tax burden across taxpayers.

Over time, as incomes rose with inflation and piecemeal legislation eliminated
some brackets, the income tax bracket structure has been rendered effectively flat.
A large portion of the tax base, 44 percent, falls into the second-highest tax bracket
at a rate of 4.9 percent, while only 11 percent of taxpayers are in the second and
third brackets. Additionally, the income ranges of the brackets are extremely
compact at the bottom. The bottom three brackets apply to taxpayers with annual
incomes up to $16 thousand, while the fourth bracket applies to those earning $16
thousand to $210 thousand. Expanding the income range and rates of the lower
brackets to be more gradual and include more taxpayers is needed to better reflect
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New Mexico: Percent of Income Paid to Income Taxes by Income Percentile

2018 vs 2022
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the statewide distribution of income and provide needed tax relief to low- and
middle-income New Mexicans.

Twenty states cut their income tax rates in 2021 or 2022 with more proposing cuts
in upcoming legislative sessions. New Mexico has competitive neighbors; Arizona
has the lowest flat PIT in the country and Texas does not have income tax at all.
Colorado has a 4.55 percent flat income tax, lower than the top three New Mexico
PIT brackets. New Mexico’s top rate of 5.9 percent is the 19th highest in the country,
and while the rate only applies to about 3 percent of taxpayers, a noncompetitive top
rate could deter high-earning companies and individuals from the state.

Most Family Types Can Meat

Additional Tax Issues Basic Needs Using Current
Various tax credits, deductions, and exemptions have narrowed the tax base and Income S-UWW;:.WH
encouraged high tax rates. While revenues are currently at record highs and the ke
erosion of the tax base is not an immediate concern, any shocks to the state’s | Mo bt Fus
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main revenue streams, namely oil and gas revenues, GRT, and income taxes, | maa | e 108
could jeopardize future budget levels. Narrowing the tax base, especially with 'T';': e | Phroust | “Parols
piecemeal tax breaks, often results in inequities in taxation across demographics ' * ' - [ |
or income levels and creates uneven playing fields for businesses providing the poss | smow
same products or services. Tax reform should include a comprehensive review ' ' [ '
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status, and require publication of additional debt metrics that other states use. isganeirm

Souwcer LFC analysis

Finally, as the world transitions from fossil fuels, the state needs to consider ways
to bring wind, solar, and hydrogen-based energy into its recurring tax base while
maintaining the state’s competitiveness for the industry. The State Land Office is
currently charging the higher of a per-megawatt-capacity fee or 4 percent gross
revenue fee on renewable energy production, negotiated through their land leases
with energy production companies. This fee, effectively an energy production
royalty or tax, is expected to begin earning tens of millions of dollars once projects
become operational. As new markets are sought for inclusion in the tax base, more
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Direct Federal Support to Counties and Municipalities

Unlike the state, counties and metropolitan cities in New Mexico received their American Rescue Plan Act (ARPA) local fiscal
recovery funding in two tranches, one-half in summer 2021 and the other half in the summer 2022. As a part of ARPA, New Mexico
cities and counties received a total of nearly $705 million in fiscal recovery funds (FRF), or over 40 percent of the state’s total
allocation. This total included $407.3 million in direct funding allocated to counties, $126.1 million allocated to local government
with less than 50 thousand population, and $171.4 million allocated to the state’s five largest cities.

Local governments also received funds through the Coronavirus Aid, Relief, and Economic Security Act, of 2020, which provided
$1.25 billion of stimulus funding to New Mexico through the coronavirus relief fund, including $150 million for Albuquerque and
$31.8 million for Bernalillo County. The state Department of Finance and Administration (DFA) distributed an additional $150
million to other counties and municipalities through an application process. Of that funding, $100 million was awarded to 83
local governments and the remaining $50 million was awarded to 66 entities for small business continuity grants, which local
governments are responsible for awarding.

In total, $180.6 million of the $409.1 million, or 44 percent, of county ARPA fund had been obligated as of April 2022. Projects funded
include $8.7 million in Bernalillo County for housing and mental health services, $8 million in Dofia Ana County for broadband and
mental health and housing projects, and $500 thousand in the city of Las Cruces for aid to tourism and hospitality businesses.

To better track local disbursements of federal programs, DFA’s Local Government Division began requiring counties and
municipalities to report their fiscal recovery fund distributions in their FY21 and FY22 final operating budgets. The department
received almost $8 million for grant administration efforts, including funding to support grants management for local governments
and councils of government ($3.5 million), to provide grants to local governments for federal matches ($1 million), and to support
accountability and transparency of pandemic relief ($935 thousand).

study is needed to determine the optimal balance between taxing and recruiting
renewable energy production in New Mexico.

Local Government Revenues and Finance

inance Facts:

State Support. Local governments have seen cost increases for services—at a rate of 5 percent

for Local annually on average—that have consistently outpaced growth in revenues—4.3
percent annually on average—for the past 15 years, according to the U.S. Census
Bureau. Public safety, followed by capital outlay, utility services, social services,
and income maintenance are the highest cost services for local governments.
However, local governments have seen substantial federal stimulus investing in
community projects and the maintenance of essential public services during the
Covid-19 pandemic. In addition, local governments are seeing significant growth
in gross receipts tax collections.

FY22 YTD MTGR Growth
Over Previous Fiscal Years Legislative Changes to Local Government Revenues. Starting in FY20, the
state began broadly taxing internet sales (Laws 2019, Chapter 270, House Bill 6).
In FY22, local governments started applying local GRT increments to online sales
State 19.2% | 12.7% | 23.5% of'tangible goods and most services delivered or provided within their jurisdictions,
diversifying their tax base and eliminating out-of-state tax advantages. The change,
known as destination-based sourcing, has contributed to skyrocketing GRT for
Muni. 26.7% | 24.4% | 24.7% local governments, with counties experiencing 34 percent growth over FY21 and
Source: RP500  municipalities experiencing 26.7 percent growth over the same period.

FY21 FY20 FY19

Counties | 34.0% | 26.1% | 32.0%

In addition to rising GRT, Chapter 4 (House Bill 2) of the 2021 special session enacted
the Cannabis Regulation Act, allowing for possession, use, transportation, and sale
of cannabis for nonmedical use. On full implementation of the act in FY23, local
governments can expect to see approximately $13 million, with revenues increasing
by over 15 percent in FY24 and continuing to increase in subsequent years as the
cannabis market expands. Local governments should reevaluate the their recurring
budgets as total distributions change and new revenues provide opportunities to
reform funding for local services and address rising local GRT rates.
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Investments

arket turmoil in FY22 resulted in moderate losses
for state investments. Driven by stubborn inflation,
unprecedented federal funds rate hikes, unpredictable
oil prices, geopolitical turmoil in Europe, and a growing
recession risk, annual returns have generally turned negative
for investment funds across the country. However, the state’s
investments performed better than peer funds as stability and
risk-aversion are prioritized by the state’s investment strategies.

In the first half of FY22, investments had continued making gains from FY21
highs. As market gains slowed, the second half of the year challenged the state’s
investments; the Federal Reserve restricted liquidity in the market by raising
interest rates and real economic growth turned negative in response to inflation.
With a volatile market outlook and increasing recessionary risks in the global
economy, protecting state funds from losses and preparing for the market recovery
remain principal concerns.

Performance Overview

The ending value of the state’s primary investment holdings in FY22—comprising
the two pension funds managed by the Educational Retirement Board (ERB) and
the Public Employees Retirement Association (PERA) and the land grant and
severance tax permanent funds managed by the State Investment Council (SIC)—
fell by $1.2 billion, or 1.9 percent, to end the fiscal year at $62.3 billion. The land
grant permanent fund (LGPF) saw their fund balance grow despite annual losses
due to contributions from oil and gas royalty payments. Over the last five years,
the state’s combined investment holdings grew by $13.9 billion, or 28.6 percent.

Asset Values for Year Ending June 30, 2022
(in millions of dollars)
Annual ERB PERA LGPF STPF Total
Asset Value $15,511.2 | $16,628.9 | $24,110.0 | $6,043.8 | $62,293.9
Value Change -$328.9 -$948.6 $292.6 -$190.7 | -$1,175.6
Percent Change 2.1% -5.4% 1.2% 3.1% 1.9%
(year-over-year)

Note: Percent change includes investment returns, contributions, and distributions.
Source: Investment Agency Reports

Returns for the permanent funds exceeded the agencies’ long-term investment
targets of 7 percent for the LGPF and 6.75 percent for the severance tax permanent
fund (STPF) for the 10-year period. The LGPF exceeded its target in the three- and
five- year periods but failed to meet the target for the one-year period as losses
mounted. The STPF failed to meet its target for all periods except the 10-year period.

The Severance Tax Bonding Act authorizes various economically targeted
investment (ETI) strategies for the STPF that permit a below-market rate of return
for investments intended to stimulate the economy of New Mexico. While many
legislative authorizations are currently inactive, if all ETI allocations in statute
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LGPF Total Portfolio
Returns as of Mar. 31,
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were fully implemented by SIC, it would result in more than three-quarters of the
STPF being placed in below-market investment strategies. In the 2020 special
legislative sessions, the Legislature directed another roughly 9.5 percent allocation
to pandemic relief efforts. The below-market returns on economically targeted
investments contribute to poor STPF performance.

Neither pension fund met its long-term target of 7.25 percent (PERA) and 7 percent
(ERB) for the one-year period. While ERB exceeded targets in the three- and five-
year periods, PERA’s returns fell short. Both pension funds met their targets for
the 10-year period. Overall, ERB performed best of all funds and exceeded returns
earned by PERA by over 1 percent in every period and over 2.5 percent in the FY22
annual return. ERB is the only fund to have a positive return for the one-year period.

Performance Relative to Peers

Despite combined annual losses of $1.2 billion, when compared with peer
funds greater than $1 billion on a net-of-fee basis, the state’s investment funds
performed well in the quarter and year, with all funds ranking in the top quartile.
ERB performed in the top 10 percent for all periods. STPF performed near or
in the lowest quartile for three- through 10-year returns, while PERA performed
near the median, an improvement from historical performance. The LGPF ranked
above the median and near the top quartile for long-term returns

Because New Mexico investment agencies have all prioritized policies of risk
mitigation, the state’s investments tend to perform well relative to peers during
periods of market decline. For example, during falling equity markets in the last
quarter of FY22, the state’s investment funds performed well when compared
with peer funds, all ranking in the highest quartile for the quarter and year.
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However, lower risk positions tend to perform poorly relative to peers during
periods of market upswings. In FY21, for example, PERA and the severance tax
permanent fund performed in the bottom quartile when compared with their peer
funds as markets strongly recovered, leaving the state out of larger possible returns.

Asset Allocations

The agencies have each pursued diversification strategies to mitigate return risk
in moderate or negative return markets, with the understanding that moving away



from heavy stock market exposure means the funds might earn less (and lag their
peers) in bull markets.

Less than 40 percent of New Mexico’s assets are invested in public equities,
like the stock market. Three of the state’s four investment funds are invested in
fixed income assets at an allocation rate above 19 percent. ERB is the exception,
with most assets (69 percent) in alternative invetments, such as real estate, real
assets, and private equity. Some state investment portfolios will undergo an asset
allocation and risk profile review later this calendar year.

Investments
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key purpose of the child well-being system in New Mexico
is to reduce adverse childhood experiences—emotional
nd physical abuse or neglect, substance abuse in the
home, incarceration of a parent, and other potentially traumatic
events that can harm a child’s development and raise the long-term
risk of substance abuse, behavioral health issues, low economic
and education attainment, and other poor outcomes. Because safe,
stable, and enriching environments are proven to improve child
well-being, programs that support families have been a focus for
New Mexico for more than a decade. Investment has continued to
grow for the early childhood care and education programs in the
Early Childhood Education and Care Department (ECECD) and
the array of abuse and neglect prevention, intervention, behavioral
health, and after-care services in the Children, Youth and Families
Department (CYFD), as well as for behavioral health services at
the Human Services Department (HSD).

The original study on adverse childhood experiences, conducted by the U.S.
Center for Disease Control and Prevention in the mid-1990s, found a strong
relationship between adverse experiences and a child’s development and long-
term risks. Reducing the number of adverse experiences — at risk families often
have more than one — can greatly reduce the risk of negative cyclical-generational
health and well-being outcomes. Similarly, because the basic architecture of a
child’s brain forms in the first few years of life, research shows these earliest years
may present the most significant opportunity to remediate developmental delays
and address the cognitive and social delays that can result from less stimulating

emotional and physical environments, as well as the severely

diminished neurological development that can result from

Chlld MﬂltrEﬂtmﬂ-nt unstable and stressful environments.
Prevention Framework
_ ; Early Childhood Care and Education

Prirmary

Serves the General Population Home Visiting

Slate Agency: ECECD, PED, DODH

Home Visiting, an intensive parent education program funded

Sacandary managed by ECECD, also to serve 5,016 families in FY23 and

Sarvag Familias with More Risk Faclors reaches a fraction of New Mexio families with small children. A
State Agency: ECECD, CYFD, PED little over 21 thousand children are born in New Mexico each year,
'Tmh.ary and the program serves families with children up to 3-years-old.

Serves Familkes Where Maltreatment

Alraardy Cocured
State Agency: CYFD

Some types of home-visiting programs reduce child abuse and
improve health for both the child and parent, although traditional
face-to-face home visits were not possible for an extended period
due to the pandemic. As of late 2022, most state-funded home
visiting programs have returned to in-person services.
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Medicaid-Matched Funding for Home Visiting. Maximizing Medicaid revenues
would allow the state to provide home-visiting services to many more families with
existing appropriations. However, efforts to maximize federal Medicaid revenues,
and therefore expand services, have stalled. Between FY 12 and FY23, the Legislature
increased general fund appropriations for Home Visiting from $2.3 million to $15.1
million, but partly because only certain home-visiting approaches are eligible for
federal Medicaid funding, most of the state Home Visiting funding is not being
matched with the federal dollars. Expanding the use of Medicaid-eligible home-
visiting models and providers, in addition to growing family interest and improving
the state’s referral systems, is key to growing Medicaid-matched home-visiting
services. Additionally, the state could utilize existing Medicaid incentive programs,
which include financial incentives to families for participating in well-child visits
and certain other activities, to attract and expand home-visiting enrollment.

According to the Human Services Department (HSD), Medicaid funds 72 percent
of babies born in New Mexico. This represents a large population of families
who are likely eligible for home-visiting services. Expansion of Medicaid-funded
Home Visiting could allow the state to match the $15 million in state general fund
revenues currently appropriated for Home Visiting with federal revenues. The
pilot for Medicaid Home Visiting began in FY20, but it remains a relatively small
portion of the state’s home-visiting system, serving an estimated 933 families in
FY23 according to ECECD, or less than one-fifth of all Home-Visiting capacity.
Medicaid managed care spending for Home Visiting was $561 thousand in FY20
and declined to $367 thousand in FY21. Half way through the FY22 billing year,
HSD has only spent $298 thousand on Home Visiting. However, in FY23, HSD
has built $4 million into the Medicaid payments to managed-care providers, well
above the three previous fiscal years.

In 2020, the federal Centers for Medicare and Medicaid Services authorized the
state to expand Medicaid-matched Home Visiting statewide. However, many
New Mexico Home Visiting providers currently use models not approved by the
federal government for Medicaid coverage. First Born, the state’s homegrown
home-visiting model, is among those currently ineligible for Medicaid funding
despite research that shows the model has a positive impact.

In 2022, HSD will submit an application to the federal Centers for Medicare and
Medicaid Services asking for an updated waiver to Medicaid regulations that will
allow New Mexico to add three additional models for Medicaid eligibility: Healthy
Families America, Family Connects, and Child First. With additional eligible
models, the state could grow Medicaid-funded Home Visiting more quickly.

Childcare Assistance Spending

Childcare Assistance, a program that subsidizes childcare by directly paying
providers all or part of the costs for each qualifying child, receives the largest
share of early childhood funding, although it has not been shown to improve
long-term education outcomes for children, in contrast to prekindergarten. New
Mexico has steadily increased reimbursement rates for providers, and the cost per
child has increased by about 62 percent over the last eight years.

ECECD announced expanded income eligibility for families in July 2021 that
raised the family income limit to 400 percent of the federal poverty level (FPL),

Home Visiting is an intensive par-
ent education program shown to ef-
fectively reduce child abuse and im-
prove health. This voluntary program
provides family support and basic
parenting skills critical to improving
childhood outcomes during pregnan-
cy and through the first few years of
a child’s life.

Prekindergarten is an educational
program for 3- and 4-year-olds shown
to significantly improve math and
reading proficiency for low-income
participants.

Childcare Assistance is a subsidy
program for families with children
between the ages of 3 weeks and 13
years whose families make less than
400 percent of the federal poverty
level (FPL), or $111 thousand for a
family of four.

K-5 Plus is an extended school year
program focused on increasing time-
on-task in schools with large numbers
of low-income students.

Early

Childhood
Services

Home Visiting
Contracts History
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2022 Federal Poverty Levels up from 200 percent. Childcare assistance subsidizes
Fousenoid childcare costs for families with children between the
Size 100% 200% 300% 400% ages of 6 weeks and 13 years with incomes up to $111
1 $13500|  $ 27,180 $40.770 $54360] thousand for a family of four. The department also
> $18.310]  $36.620 $ 54.930 $ 73.240 created subsidies for parents and other caregivers who
work or attend training or education programs.
3 $ 23,030 $ 46,060 $ 69,090 $92,120
4 $27.750] §55.500 $ 83,250 $ 111000 11 addition to expanded eligibility, ECECD switched to
5 $32470] $64,940 $ 97410 $ 129880 3 cost-based model—it previously used a market-rate
6 $37,190]  $ 74,380 $ 111,570 $148,760] survey—for determining its reimbursement rates for
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Family, Infant, Toddler (FIT) is a
statewide comprehensive system of
early intervention services for chil-
dren from birth to age 3 diagnosed
with developmental delays, disabili-
ties, and serious medical conditions.

Head Start is a federal program sup-
porting the comprehensive develop-
ment of children from birth to age 5
through early childhood education,
child health screening and interven-
tion, and parental supports. The
program directly funds providers, by-
passing state control.

Women, Infants, and Children
(WIC) is a federally funded program
providing supplemental foods, health-
care referrals, and nutrition educa-
tion to low-income pregnant women,
breastfeeding and nonbreastfeeding
postpartum women, and infants and
children up to age 5 found to be at
nutritional risk.

childcare providers, effectively increasing the provider
rates. The cost estimation model sets rates based on costs reported by childcare
providers in the delivery of service, based on the type of care, age of the child, and
state licensing and quality requirements. Childcare Assistance rates may influence
the state’s private pay market, and ECECD should ensure rates are affordable for
families ineligible for assistance.

New Mexico continues to have higher maximum reimbursement rates than the
majority of states. A 2019 LFC evaluation found New Mexico was paying more
for higher quality care than the federally recommended 75 percent of the market
rate and had rates higher than 80 percent of states.

In October 2022, ECECD announced it would also provide a grant-based pay
incentive of $3 an hour per worker to licensed childcare providers, regardless
of current income, position type, or if the provider accepts childcare assistance.
The department estimates the cost of the grants to be $77 million annually and
launched the program using one-time federal American Rescue Plan Act (ARPA)
funding. Performance outcome goals are unclear, and the grant may conflict with
the anti-donation clause in the state constitution that prohibits state spending on
private interests in most cases. If state funds are to used to continue to program
once federal funds are exhausted. The department estimates expanded eligibility
and reducing parent-copayment in FY24 will cost between $175 million and $200
million once the federal revenues are exhausted.

Atthe close of FY22, the average cost per child rose to $734, or 9 percent above the
previous fiscal year, resulting in an estimated cost of approximately $8.8 million
annually for every additional 1,000 children enrolled. However, the average
monthly cost per child may decline in FY24 as the department discontinues
nonrecurring expenses, such as covering parent co-payments and pandemic-
related differentials. ECECD plans to cover parent co-payments through FY23
and may request to reduce co-payments in FY24 to the federal recommendation
of 7 percent of family income.

Childcare Assistance enrollment began to increase to prepandemic levels in
the last quarter of FY22, reaching nearly 22 thousand children at the end of the
fiscal year. ECECD projects the Childcare Assistance program will grow to 27
thousand children enrolled monthly with expanded eligibility and the waiving
of co-payments. Prepandemic levels were ranged closer to 21 thousand, and the
height of childcare assistance In FY'10 was

ECECD has used nonrecurring federal pandemic-related funding to fund expanded
eligibility and copayment waivers.




Prekindergarten and Early Prekindergarten

New Mexico PreK, an early education program for 3- and 4-year olds available
to New Mexico families for either half-day or extended-day services, serves
approximately 13 thousand. Despite some barriers to expansion, New Mexico is
effectively providing sufficient funding to ensure all 4-year-olds receive at least some
type of early education through Childcare Assistance, New Mexico PreK, or Head
Start. A federal program. In fact, New Mexico is ranked by the National Institute
for Early Education Research (NIEER) as 10th in spending on prekindergarten and
11th for access for 3-year-olds, and 13th on access for 4-year-olds.

LFC staff found participation in prekindergarten corresponds with a 10 percent
increase in college going rates. This evidence includes a large body of national
research and LFC evaluations that have consistently found prekindergarten
programs increase math and reading proficiency for low-income 4-year-olds,
lower special education and retention rates, and lessen the negative effects of
mobility, or a child changing schools throughout the school year.

Although data continue to show the positive impact of prekindergarten programs
on test scores for participants in kindergarten, the pandemic likely affected both
the delivery of prekindergarten and performance. A 2020 LFC program evaluation
was critical of the New Mexico prekindergarten program for not having good
metrics of quality and recommended ECECD begin using a valid and reliable tool
to assess teacher-child interactions because classroom quality can affect student
performance. For example, the federal government uses the classroom assessment
scoring system (CLASS) to evaluate Head Start programs. For a number of years,
New Mexico used the early childhood environment rating scale (ECERS) but
ECECD has since moved away from system wide use of that tool.

Early Childhood Funding

Funding for the New Mexico early care and education system has increased
from $136 million in FY12 to $578.9 million in FY23. This does not include
federal Head Start and Early Head Start funding of $78 million in FY22. General
fund appropriations provide a significant portion of early childhood spending.
In addition, the early childhood care and education fund was create in the 2020
regular session and endowed with $300 million. Revenues to the fund from excess
federal mineral leasing, excess oil and gas school tax, and investment gains have
led to a projected $8 billion fund balance and $234 million in annual distributions
by FY26. Further, voters in November 2022 approved an amendment to the state’s
constitution that if approved by Congress, will increase the distribution from
the land grant permanent fund to potentially provide an additional $140 million
revenue to early childhood programs in FY24. ECECD appears to be highly
focused on using the incremental revenue to expand Childcare Assistance. This
may provide income support to families but may also provide limited school-
readiness benefits

System Coordination and Quality

Coordination. Due to significant expansion of services and a declining birthrate,
competition among providers is problematic. Multiple reports over the last several
years identified the problem of a growing but uneven supply of services for 3- and
4-year-old children from multiple programs. Ensuring community resources are
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Previous LFC evaluations found
prekindergarten, when  coupled
with the K-5 Plus extended school
year program, nearly closes the
achievement gap between low-
income and higher-income children.
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dedicated to quality is essential; otherwise, competition can lead to diminished
outcomes. The state’s rapid and substantial investment into prekindergarten
and childcare has coincided with a drop in Head Start enrollment, leading some
programs to lose federal funding and other programs to shift slots from 4-year-
olds to 3-year-olds. Head Start providers indicate chronically under-enrolled
programs can potentially lose existing funding and be disqualified from competing
for new funding opportunities. Some communities are working on braiding
prekindergarten funding from the state—available for public schools from the
Public Education Department and for private providers through the ECECD—
with federal Head Start funding.

Infant and Toddler Service Capacity. While childcare and prekindergarten for 3-
and 4-year-olds is widely available, options for children younger than 3 declined
significantly, with infant childcare options the least available to families. LFC
analysis shows infant and toddler care for children from birth to age 2 had only
7,000 slots between Childcare Assistance and Early Head Start in 2018. Parental
support and early intervention services for families with younger children, such as
paraprofessional home visits, the federally funded Women, Infants and Children
nutrition program, and the Families, Infant, Toddlers intervention program for
children with developmental disabilities and certain medical conditions, are more
widely used by families with children 2 years old and younger. Further, analysis
of early care options for families with young children should be a priority of the
Early Childhood Education and Care Department.

Family Preservation

New Mexico is consistently among the poorest performing states when it comes to
repeat child maltreatment. High poverty rates, substance use, domestic violence,
unmet mental health needs, unstable housing, and other complex family needs
have all been cited by the Children, Youth and Families Department as obstacles to
reducing maltreatment to a rate closer to the national average. Over the long-term,
child maltreatment causes physical, psychological, and behavioral consequences
leading to increased costs to the child welfare, behavioral health, and physical
healthcare systems. The Centers for Disease Control and Prevention estimate the
lifetime cost of nonfatal child maltreatment at $831 thousand.

Within the child maltreatment prevention framework, secondary prevention
strategies, such as plans of safe care and family support services, and tertiary
prevention strategies, such as intensive family preservation and behavioral
health services for families, are fundamental to improve child well-being, falling
squarely within the purview of the Children, Youth and Families Department. The
state has been slow to adopt prevention and early intervention services within the
child-welfare system and will need a greater sense of urgency if the state is to
tackle repeat maltreatment and help families better care for children safely.

Prevention

Many cases of maltreatment are predictable and can be prevented using evidence-
based prevention strategies. The federal government and much of the rest of the
country is moving in the direction of increasing prevention and working to avoid
family separations, which can result in costly and traumatic placements in the
child-welfare system.
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A_ Closel" Options to Address Child Maltreatment

The Children, Youth and Families Department has made progress in directing more money toward prevention and implementing
evidence-based approaches, such as differential response. However, the August 2022 Program Evaluation Unit Report Results First:
Evidence-Based Options to Address Child Maltreatment finds is still room for improvement.

About five out of every 1,000 New Mexico children in the New Mexico child protection system will receive preventive services,
compared with the national average of 43 children per 1,000. Meanwhile, the department will field almost 26 thousand reports of
maltreatment in a given year, with over 7,000 substantiated cases, reflecting a maltreatment rate that is 77 percent higher than the
national rate.

Rigorous research demonstrates some programs and strategies improve outcomes and can keep children safely at home with their
families and prevent child maltreatment. Strategic investments, along with careful attention to implementation and performance
monitoring, could help the state achieve reductions in child maltreatment and improve outcomes for New Mexico families.

Between FY18 and FY22, Children, Youth and Families Department (CYFD)

preventive services expenditures grew from about $1.1 million to $11.1 million, a . .
fold i h Fhe | o in the | Duri Protective Services
tento 1ncre§se, with most of the increase occurring 1n the last two years. During Spending Categories
the same period, repeat maltreatment decreased from 17 percent to 14 percent,
but remained well above the national average of 8 percent. Most of the increase $200 Pre‘{e?ﬁog
. . . . . accounts tor
in prevention services spending comes from increased general fund allotments $180 plfgrcent of
and federal Title IV-B Community-Based Child Abuse Prevention and Promoting 160 spending _ ™
Safe and Stable Families grants. While the increase is a welcomed step forward, $ -
prevention spending is only 6.6 percent of the total Protective Services budget. $140
$120
The state has several opportunities to continue expanding prevention, including @ $100
by continuing to reinvest savings from reduced foster care caseloads (reduced 32 2
. ; . . . = $80
percent since November 2017) into prevention services, as LFC recommended in 0
the last two budget cycles. The department also recently submitted its Families $60 I
First Prevention Services Act plan for reducing child maltreatment to the federal $40
government, an opportunity to receive federal funds for evidence-based in-home $20 I I I
services for families. If approved, New Mexico will be able to access federal 5
support for programs that prevent the trauma of unnecessary separation of g g S § g
children from their families through evidence-based interventions for children Lo oo
and families. However, the state was slow to submit its plan and at least 40 other :8%2;38:2\133%%0”59
states submitted their plans before New Mexico, with 27 plans approved by the Other Costs/Admin
Field Work/investigations/SCI
federal government as of July 2022. = Adoption Services
Source: SHARE
The department’s plan is to build on existing in-home services, intensive family
support services, and home-visiting programs to begin using Title [IV-E federal
families first funding and outlines the actions and resources needed to expand,
build, and strengthen the capacity. to carry out child maltreatmept pre.vention Work For more info:
across the state. Planned behavioral health program expansions include high-
fidelity wraparound services, family peer support services, infant mental health, Children, Youth and Families
and multisystemic therapy. However, many of these programs are already covered Department

Performance

by Medicaid. The department also selected several programs from the Title IV-E Page 105

evidence-based program clearinghouse to begin implementing, including Healthy
Families America, Child First, Safe Care, Family Spirit, and Motivational
Interviewing. CYFD has also chosen to continue Family Connections (its
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homegrown alternative response model) and will use a portion of the Title IV-E
implementation funding to evaluate the Family Connections model to develop
a research basis for including this program in the Title IV-E Clearinghouse.
However, it is unclear whether the department will be able to draw IV-E funding
for this program.

Alternative Response. Despite a 16:1 return on investment for alternative
response, according to Results First data, the state has not fully implemented
an alternative response program. The use of alternative response is widespread
nationally with 21 states in 2020 reporting data to the federal government. New
Mexico did not report this data because its alternative response pilot, known as
Family Outreach and Community Engagement (FORCE), did not start until 2021.
Alternative response is meant to prevent child maltreatment and avoid costly and
more traumatic interactions with the child welfare system. However, FORCE
is not strictly an alternative response program because the department, when
developing the program, did not adopt a nationally recognized evidence-based
best practice, and New Mexico might not experience the nearly $16 return on
investment experienced in other states.

FORCE is currently being piloted in four New Mexico counties, representing 16
percent of the population. CYFD began piloting alternative response in January
2021 in McKinley, Rio Arriba, Sandoval, and Valencia counties and has focused
on families at the lowest risk who will not receive an investigation. CYFD staff
refers families identified for the program to a service provider in the county that
may make further referrals to services and supports for mental health, clothing,
food, finance, housing, youth behavior, domestic violence, early intervention,
and other services. CYFD has plans to expand to cover 27 percent of the state’s
population in FY23. The department also is only implementing one level of the
differential response program and could expand to include higher risk families.
Roughly $684 thousand was spent on FORCE in FY22, less than half of what was
spent on FORCE in FY21 ($1.5 million).

Plans of Safe Care. The two leading caregiver risk factors for child maltreatment
are alcohol and drug use and the state ranks high in drug-and alcohol-related
deaths. Screening for caregiver risk factors, such as alcohol and drug use then
taking action is a key intervention opportunity. To receive federal Child Abuse
Prevention and Treatment Act funding, the federal government requires states
to implement policies ensuring the safety of infants born and identified as
being affected by substance abuse or withdrawal symptoms. Because of this,
New Mexico enacted legislation and now requires a plan of safe care before
discharging infants to the caregivers of newborns. Targeting prevention services
at families with alcohol and drug use, while not punishing them, is likely to have
a substantial impact. However, the state has been slow to implement plans of safe
care and there is very little data indicating how broadly safe care is being used
within healthcare settings or whether families access support services, such as
Home Visiting, after birth.

SafeCare. Not to be confused with a plan of safe care and formerly known as
Project 12-Ways, SafeCare is an evidence-based parent-training curriculum for
parents who are at-risk or have been reported for child maltreatment. Trained
professionals work with at-risk families in their home environments to improve
parents’ skills in several domains, such as planning and implementing activities
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with their children, responding appropriately to child behaviors, improving home
safety, and addressing health and safety issues. SafeCare is generally provided in
weekly home visits lasting one to two hours. The program typically lasts 18-20
weeks for each family

Workforce and Capacity

Chronic workforce shortages plague New Mexico’s child welfare system, with
high demand for social workers, caseworkers, and investigators. Much of the
workforce shortage is due to poor recruitment and retention because working in
the child welfare system is stressful, exposure to trauma is common, and the job
is emotionally taxing. Additionally many people recruited into the system have
a skills mismatch and leave due to a lack of training. A 2020 LFC report found
CYFD regions with the highest caseloads also had the highest rates of short-
term placement in foster care and highlighted federal research showing staffing
shortages have a detrimental effect on caseworker abilities to make well-supported
and timely decisions regarding children’s safety.

A recent CYFD workforce development plan and survey noted Protective
Services staff ranked workload, self-care, and compensation as the most
pressing challenges facing staff. Another highly ranked challenge was related to
organizational factors, with many respondents feeling that rules, policies, and
procedures are not interpreted and applied consistently. The plan also notes the
expense of onboarding a new employee of between $12.8 thousand and $25.7
thousand. For investigations, the department set a goal to not exceed more than
12 active cases per worker by 2023 and estimated it would take an additional 64
FTE to reach this goal. In the below table the standards do not take into account
differences in the complexity of cases.

Estimate of Protective Services Workers Needed to meet Benchmarks

Benchmark Additional FTE to meet Benchmark
Investigations 12 Active Cases 64.3
ﬁg::}?:gy 15 Children -32.8
Placement 25 Licensed Families 54.2
In-Home Services | 8 Active Families No Estimate
Total 85.7

Source: CYFD Workforce Development Plan

The National Child Welfare Workforce Institute says the components of a healthy
child welfare workforce include manageable workloads, competitive salaries and
benefits, positive organizational cultures, access to education and professional
development opportunities, effective leadership, strong community partnerships,
and inclusivity. The CYFD workforce development plan would address many
of these issues. Additionally, the Legislature appropriated $50 million to higher
education institutions to increase the pipeline for social work graduates.
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ew Mexico’s education system should ensure students

have skills and confidence to be college and career

ready. However, the pipeline from prekindergarten into
college and high-need career fields is not coordinated and is not
addressing workforce needs quickly. The Legislature has made
high-impact investments in programs such as extended learning
and the science of reading, but these initiatives are years away
from yielding measurable results. In the near-term, the state must
address a myriad of student needs, including pandemic-related
learning loss and increasing mental health needs. Challenges are
particularly acute for older students who have less time to make
up for learning loss before moving on to college and career. At
the same time, both public and higher education institutions face
an environment of declining enrollment as the state’s population
ages and birth rates fall.

The Legislature allocates $4.8 billion, or 57 percent of general fund appropriations,
to education annually, and the state is the largest funding source for public
schools and higher education institutions. According to the U.S. Census Bureau’s
2020 Annual Survey of School System Finances, New Mexico ranks 28th in
the nation for revenue per pupil and fifth in the nation for the share of school
revenue attributable to state sources. Despite the state’s significant participation
in financing the education system, New Mexico continues to rank near or at the
bottom of national measures of reading and math achievement.

Student Outcomes

New Mexico students are completing high school at higher rates, but many are
less prepared for success post graduation. While investments in early education
seek to improve student achievement, outcomes will not be known for many
years. Older students have been hard-hit by the pandemic, both academically and
in mental health, and they have the least amount of time to make up learning
losses that occurred over the past two years.

Student Achievement

Following decades of progress, national assessments show academic achievement
outcomes worsened considerably during the Covid-19 pandemic. Scores from the
biennial 2022 National Assessment of Educational Progress, which examines
longitudinal student achievement, showed fourth grade reading scores declined
nationally by 5 points and math scores fell by 7 points in 2022 compared with
2020. This is the largest average score decline in reading since 1990, and the
first ever score decline in math since the test was administered in the 1970s.
Reading and math scores dropped for all student groups, with the largest declines
in achievement for the lowest performing student groups. Like most states,

Assessment of Education Progress



New Mexico was not prepared for school closures and remote learning, which
limited access to education for younger and more at-risk students. Given existing,
significant, and chronic achievement gaps, New Mexico has more ground to cover
than other states in academic recovery.

Assessing the pandemic-created learning loss in New Mexico is difficult due to
a lack of benchmark student test data. After a two-year hiatus from standardized
testing during the pandemic, New Mexico administered a new assessment in
FY22, the Measures of Student Success Achievement (MSSA) test. Although
MSSA’s results, as a novel test, are not comparable with its predecessor, PARCC,
MSSA now includes interim, short-cycle tests to help educators and policymakers
monitor academic progress more frequently. Overall student reading and math
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Attendance and Engagement

Following school closures during the Covid-19 pandemic, student chronic
absenteeism doubled to 30 percent, meaning nearly a third of students missed
more than 10 percent of school days. Previous LFC analysis found a relationship
between absenteeism and lower test scores, and the Public Education Department’s
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Center for Education Statistics, National

Assessment of Education Progress

(PED) analysis of recent MSSA data finds similar drops for students with lower
attendance rates. Given challenges in taking attendance during the pandemic,
the state should consider sharpening measures of student engagement, such
as tracking if a student missed school for school-related activities, rather than
solely attendance. The state needs to more effectively identify students in need
of intervention, particularly due to Attendance for Success Act requirements for
school-level supports to chronically absent students.

While teachers play a significant part in student attendance and student mental
health, counselors, social workers, and school psychiatrists play pivotal roles in
student supports. However, most providers carry large caseloads and often provide

A ClOSEl‘ Albuquerque Public Schools

Albuquerque Public Schools (APS), the largest school district in New Mexico, drives overall trends in enrollment, funding, and perfor-
mance in the state. Like many districts, APS continues to face decreasing enroliments, requiring increased efficiencies in the district’s
workforce, facilities footprint, instructional practices, and oversight functions.

A 2022 LFC evaluation of APS found significant growth in operational revenue and cash balances in recent years, despite declining
enroliment and low academic outcomes. The district employed more staff than required by the state or APS formula but saw higher
staff vacancies at low-income schools and more special education vacancies than the state. APS facility space grew over time, but
repair needs were more pronounced for low-income schools. The district is piloting its own extended learning program but has not
fully participated in a similar state program. In addition, APS needs to strengthen financial and programmatic practices to reduce

fraud and adequately serve at-risk student populations.



https://www.nmlegis.gov/Entity/LFC/Documents/Program_Evaluation_Reports/Program%20Evaluation%20-%20Albuquerque%20Public%20Schools,%20April%202022.pdf

administrative, rather than behavioral health services. The national recommended
ratio of students to social workers is 250:1 and 50:1 for students with intensive
needs. New Mexico falls far under this ratio, averaging roughly 513 students to
each social worker and 401 students to each counselor.

While schools have also leveraged over $16.5 million from federal pandemic
relief for mental health support, the state can still improve supports for student and
teacher mental health. The state should look toward expanding higher education

pipelines to increase the number of school-based mental health providers, while
Six-Year Bachel9r's increasing pay and other recruitment methods. Mental health supports can
Degree Graduation . . . .
Rate improve student attendance and achievement, leading to stronger graduation rates
65% and educational attainment after high school.
60% /_/
55% Educational Attainment
50%
45% _’__/
40% New Mexico has long recognized the importance of educational attainment in
35% improving living standards. For nearly two decades, New Mexico high school
30% ———————— < students went to college at a higher rate than their national peers. The high
§ § § § § 52555 college-going rate was driven in large part by New Mexico’s leadership in college
—N —US affordability, enabled in part by the legislative lottery scholarship. However, while
Source: NCES New Mexico students are more likely to begin college, they are also less likely to

complete. The proportion of the population with a bachelor’s degree ranks 39th in
the nation, pointing to challenges in student retention and completion.

Overall, New Mexico students graduate at lower rates and with longer completion
times than their national peers. Data show New Mexico students at two-year
colleges continue their studies at roughly the same rate as the U.S. average, but
students at four-year institutions are more likely to discontinue studies prior to
degree attainment. Part-time students are significantly less likely than full-time
students to persist across semesters. Associate degree completion rates are slightly
longer than the national average; 26 percent of New Mexico students complete
the degree within three years, compared with 31 percent of students nationally.
Roughly 48 percent of New Mexico students complete a bachelor’s degree within

New Mexico Income by . . .
six years, compared with the national average of 63 percent.

Education Level

Level Income The failure of New Mexico students to complete their studies has lifelong negative
No H.S. $22.117 impacts. According to the U.S. Department of Labor, median weekly earnings of
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AA/Some College $36,168 high school diploma; a bachelor’s degree holder’s income is 64 percent higher.
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Higher education officials from faculty to institution presidents note New Mexico
students are not academically prepared to succeed in college and often lack
support systems needed to help them persevere and graduate. While many of the
stresses faced by students in higher education have a financial component, the past
two decades show tuition assistance alone is not enough to increase educational
attainment for New Mexico students. The wide disparity between four-year
completion rates for New Mexico students compared with the national average
puts the state at a competitive disadvantage in the region. Without high-skilled
workers, business development is limited, and growth in the state is constrained.
As such, the state should consider improving the quality of education earlier in a
student’s academic journey to adequately prepare them for college and careers.

Promoting Access to Quality Education

Since FY 18, the Legislature has invested heavily in improving student achievement
and college and career readiness. Despite providing funds for evidence-based
programs to close achievement gaps, public schools have not adequately accessed
state resources. At higher education institutions, financial aid investments have
boosted enrollment but have yet to affect college completion rates.

Martinez and Yazzie v. New Mexico

In response to district court findings in the consolidated lawsuits of Martinez v.
New Mexico and Yazzie v. New Mexico, the Legislature has significantly increased
funding for educating students at risk of failing, educator pay, and early childhood
programming, along with expanding extended learning time opportunities. Filed
in 2014, the lawsuits argued the state had failed to provide a uniform and sufficient
education for all students. The 1st Judicial District court ruling in 2019 ordered
the state to provide schools with the resources (such as instructional materials,
properly trained staff, and curricular offerings) necessary to give at-risk students
the opportunity to be college and career ready. The court also ordered the state
to establish an accountability system that could measure the efficacy of programs
and assure local districts spent funds efficiently and effectively to meet the needs
of at-risk students

As part of its response to the court’s findings, the state expanded its existing
instructional time intervention, K-3 Plus (now K-5 Plus), which allows elementary
schools to add 25 days, and created a new Extended Learning Time (ELT) program,
which allows any school to add 10 days, afterschool programming, and 80 hours
of professional development. Despite these investments, participation in K-5 Plus
and ELT continues to fall short of appropriation levels.

Although the state is the primary funder of public schools in New Mexico, school
districts and charter schools have local discretion over budget priorities and
programs. This provides flexibility to address unique regional circumstances but
can complicate efforts to implement uniform standards or programs statewide.
As the Martinez-Yazzie court order explicitly holds PED responsible for ensuring
that schools budget funds and operate programs in a manner that address at-
risk student needs, PED should use interim assessment data to drive oversight
decisions on schools that fall short.

At-Risk Student

Program Funding
(in millions)
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A _Cl(_)sel‘ Martinez-Yazzie Funding Sufficiency
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In the Martinez-Yazzie decision, plaintiffs argued the state could use a 2008 American Institutes of Research (AIR) study that
estimated the financial cost of providing a sufficient education in New Mexico as a benchmark to fund the public school system. The
court noted the Legislature could use the AIR methodology as a benchmark but was dismissive of the study, noting it amounted to
a collective “wish list” of education reforms. Rather than define what would be sufficient, the court deferred to the legislative and
executive branches to determine both input and outcome sufficiency.

The LEC’s 2022 education note on Martinez-Yazzie funding sufficiency found FY23 appropriations for public schools surpassed the
AIR funding benchmark for recurring funding formula targets by 6 percent, or $220 million. Since the court ruling, New Mexico has
invested more than $1 billion into schools, targeting resources for at-risk students, evidence-based programs, and teacher salaries
among other areas. Implementation and oversight challenges remain hurdles to improving poor student outcomes, including efforts
to extend the school year—an intervention recommended by both the AIR study and court ruling.
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Extended Learning

Since FY21, participation in K-5 Plus and ELT programs has waned, and schools
have forgone over $400 million of available state funding for these interventions.
School closures during the Covid-19 pandemic reduced instructional time
for all students and further exacerbated existing achievement gaps for at-risk
student groups. Despite this lost instructional time, attempts to require statewide
participation failed, and schools continue to opt out of both programs.

The General Appropriation Act of 2022 provides $279 million in recurring formula-
based appropriations for K-5 Plus and ELT for FY23, including additional salary
incentives and transportation funds for participating schools. Teachers could earn
nearly 23 percent more pay for additional days of teaching. Despite significant
compensation incentives for additional time, educators pushed back on extending
school calendars for instruction.

Adoption of K-5 Plus and ELT has been slowed, in part, by concerns about
educator burnout during the pandemic, and pandemic-related schedule disruptions
and changes in directives. School officials and community stakeholder groups
continue to advocate for increased flexibility in program designs and local
decision-making on providing additional time. While most stakeholder groups
agree more instructional opportunities can benefit students, many note the quality
of instruction and how time is used is just as important than the quantity of time.

Faithful implementation of learning time programs statewide has also been
plagued by statutory loopholes, given the existing mixture of hourly requirements
for instruction, days for K-5 Plus and ELT programs, and choice in weekly
schedules. For example, Central Consolidated Schools switched from a five-day
school week to a four-day school week and added K-5 Plus days to keep the same
schedule with more funding. Elementary schools adding hours through additional
days can still reduce instructional hours (given only a 990 hour minimum) to offer
early release days every week. As such, solutions must consider these loopholes
and be designed to substantially change instructional practice rather than merely
encourage compliance. Making additional time and funding available to schools
will create opportunities for educators to provide the robust curricular offerings
that students need.
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Responsive and Appropriate Curriculum

To improve college and career readiness, the Legislature has given significant
attention to curriculum and program developments in bilingual education, early
literacy, career technical education (CTE), and dual-credit programs that allow
high school students to earn high school and college credits at the same time. K-5 Plus Enrollment
These investments can bolster student engagement, improve life skills, and

support postsecondary pathways through responsive and relevant programming. 100.000
90,000
New Mexico’s CTE programs have emphasized healthcare, information 80,000 ]
technology, manufacturing, and agriculture, with over 60 thousand students 70,000 —
enrolled in CTE programs each year. Students in CTE courses are more likely '
to graduate from high school than their peers and attain work skills applicable to 60,000 —
industry needs. Given demand for skilled workers following pandemic-related 50,000
disruptions, schools have increasingly formed partnerships with local industries
to develop CTE infrastructure for programs. To prepare students for growing 40,000
workforce demands, the state should consider ways to foster partnerships between 30,000 § N
schools, higher education institutions, and industries to create strong pathways for 20000 1= 1R |«
students. ’ 3 § 3
10,000 I I 3
Many students enroll in a dual-credit course to meet high school graduation 0 . =
requirements, and the Legislature appropriated $4 million in FY23 specifically § § g *g
for dual-credit reimbursements to higher education institutes. In FY21, 16.6 ook
thousand individual students enrolled in 44.4 thousand dual-credit courses offered BStudents DOUnused Capacity
via 27 college and university campuses, with 60 percent of courses offered online. “Projected as of 6/27/22
Students also take a variety of dual-credit courses, ranging from health sciences Source: PED

to college readiness. While students enrolled in dual-credit courses show a modest
increase in graduation rates, 12 percent of students receive a grade of D or F.

Previous LFC reports note dual-credit programs have not expedited college
completion. HED should look into which courses have the highest rates of failure and
college-going success, which public schools have best practices for implementing
dual-credit programs, and how dual-credit programs could be more effectively used
to support students who might not otherwise attend college. The state should also
consider if dual-credit continues to be a meaningful graduation requirement.

A Closer Bilingual Multicultural Education

One of the key deficiencies in the Martinez-Yazzie lawsuit ruling was the state’s failure to implement provisions of the Bilingual
Multicultural Education Act, which provides for all students to become bilingual and biliterate in English and a second language
through bilingual multicultural education programs (BMEP). Despite increased funding for BMEP in recent years, fewer students are
participating in programs and their proficiency in a second language is decreasing.

LFC’s 2022 evaluation on BMEPs found most students participating in programs were falling short of bilingual and academic
standards in all subjects. The evaluation also found the Public Education Department (PED) failed to provide BMEPs with adequate
technical assistance, lacked sufficient monitoring of BMEP outcomes, and did not require training for BMEP personnel. Despite
reported chronic vacancies for bilingual educators, the evaluation found New Mexico had 4,055 bilingually-endorsed teachers but
only 806 were teaching in a BMEP. Many teachers cited a lack of appropriate training and materials as reasons for not teaching in a
BMEP, noting they would be required to develop their own curriculum and materials to meet standards.
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Science of Reading

For FY23, over 6,000 teachers are
enrolled in a training in the science
of reading and associated teaching
methods called Language Essentials
for Teachers of Reading and Spelling
(LETRS). PED opted for LETRS, a
privately owned program costing PED
$1,200 per teacher trained, in part
because LETRS was one of several
initiatives implemented by the Mis-
sissippi Department of Education in
2014 that led to dramatically improved
national reading scores by 2019.

Given the use of new reading as-
sessments and the relative newness
of LETRS training, the Legislature
should watch carefully to see if LE-
TRS has intended outcomes on read-
ing assessments in the next two to
three years.

With 30 percent of adults reading at
low literacy in New Mexico, the state
should also look towards adult lit-
eracy initiatives, as research shows
adult literacy rates in communities
significantly impact children’s’ read-
ing proficiency.
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Access to Higher Education

Federal data show New Mexico students pay the least amount of tuition and
fees in the region, and state tuition costs at two- and four-year institutions are
roughly half the national average. Additionally, many of the 26 higher education
institutions located across the state do not require minimum high school grade
point averages or standardized tests for admission. Low tuition, a large number of
institutions, and flexible entrance requirements make access to higher education
both affordable and attainable.

Average Tuition and Fees Paid by Full-Time Students
2021 Academic Year

Institution New Mexico | Arizona Colorado Oklahoma | Texas Utah
4-Year 6,437 9,501 8,173 7,456 8,064 6,668
2-Year 2,200 2,196 4,181 4,843 4,352 4,086

Source: IPEDS

The focus on affordability reflects New Mexico’s position as the fourth-poorest
state in the nation with a median income of $25.9 thousand, well below the
national median of $31.1 thousand. The state recognized the benefits of higher
education and challenges faced by students and created a comprehensive financial
support system beginning with the lottery scholarship in 1996. The legislative
lottery scholarship pays tuition costs for recent high school graduates who go
directly from high school to college full time and maintain a 2.5 college grade
point average. According to the College Board, the average financial aid package
received by New Mexico students in 2021 was $9,365—already greater than the
average cost of tuition. The robust financial aid offered by the state encouraged
many New Mexicans to pursue higher education, and the state outperformed the
nation in the college-going rate.

However, the requirements for lottery eligibility excluded many New Mexicans
and, in 2022, the Legislature passed the opportunity scholarship to expand tuition
assistance to returning and part-time students. The opportunity scholarship will
cost approximately $100 million per year and is funded in FY23 with $12 million
in recurring appropriations and $88 million from nonrecurring sources. At the
beginning of the 2022 academic year, the Higher Education Department reported an
enrollment increase over the prior year of 1,849 full-time students statewide. If this
new enrollment is entirely attributable to the opportunity scholarship, the annual
average cost would be approximately $54 thousand per new full-time student.

Neither the opportunity nor lottery scholarships have an income cap, so eligible
students receive scholarships regardless of family income. Additionally, both
scholarships may be reduced to reflect available revenue. A reduction in scholarship
amounts would fall disproportionately on lower-income students who do not have
the financial means to backfill a loss of scholarship funds. Moving forward, the
state must determine how best to help students succeed in higher education given
finite resources.

The opportunity scholarship will certainly affect enrollment but may reduce
the state’s ability to make other investments in student support and quality of
public schooling prior to college. A number of institutions noted major barriers to
graduation include students being unprepared for college-level courses, confusion




about course and major selection, and mental health challenges. Funding student
support services to address these areas will be key to improving outcomes.

Success in Education Pipelines

Quality Teaching and School Leadership

Since FY19, New Mexico has made investments in the teaching profession,
including changes to licensure and evaluation requirements, increased salaries for
teachers, and investments in preparation programs and financial aid for educators.
These programs are aimed at three recurring and persistent concerns: how to
grow the educator workforce, how to amplify teacher quality, and how to remove
barriers to entry into the teaching profession. More teachers are now entering New
Mexico’s workforce; however, the state needs better ways to measure high-quality
teaching and monitor how investments are improving the quality of instruction.

Growing the Educator Workforce. Since FY11, enrollment in educator
preparation programs has declined by 75 percent, from nearly 6,000 students
to 1,596 students in FY21. While the majority of colleges of education report
increased fall 2022 enrollments near or surpassing prepandemic levels, enrollment
has still decreased significantly over the past 10 years. Colleges of education cite
renewed engagement in teaching due to student-teaching stipends, increased
teacher pay, and programs focused on degree completion for potential teachers.
Additionally, the Legislature appropriated $50 million for endowments for teacher
education programs. These funds were distributed to colleges statewide to support
faculty expansion and additional student slots.

Legislative investments in pipeline expansion programs has included $15.5
million for teacher residency programs, $6 million for student teaching stipends,
$20 million for teacher preparation affordability scholarships, $4 million for Teach
Up pilots to recruit nontraditional students into teaching, and $500 thousand for
grow-your-own programs that support educational assistants pursuing teacher
licensure. Additionally, PED used $37 million from federal pandemic relief funds
to create an educator fellows program, which provides stipends for individuals
who have partial degree completion to finish undergraduate degrees in education
while working in schools.

Teacher residencies, considered the gold standard of preparation, are more costly
than other pipeline initiatives across the state. About 375 New Mexico teacher
residents, who learn to teach under a master teacher while finishing their degrees,
will receive a $35 thousand stipend in FY23, compared to 500 students receiving a
$10.5 thousand stipend for 16 weeks of student teaching, 2,700 awardees receiving
a $6,000 teacher preparation affordability scholarship, and 180 educators receiving
a $6,000 stipend in grow-your-own programs. By FY23, these programs will have
placed over 1,700 education program students directly into classrooms, contributed
to degree completion for at least 700 students who otherwise may not have
completed degrees, and financially supported 4,300 students seeking or completing
an education degree. While these programs have successfully recruited more
students into education fields, the Public Education Department (PED), Higher
Education Department, and schools should consider whether these investments are
cost-effective ways to keep teachers in New Mexico and serve high-need areas.

For more info:

Higher Education

Performance
Page 100

Teacher Residencies

Teacher residencies provide a year-
long teaching mentorship while a
student completes or has recently
completed an educator preparation
program. New Mexico’s residencies,
in step with demographics of resi-
dencies nationwide, demonstrate a
more diverse cohort than the current
teaching workforce. Teachers who
have gone through a residency pro-
gram are also more likely to stay in
the teaching workforce after 5 years
than teachers who do not complete a
residency.

In New Mexico, residents expect to
begin a minimum 3-year contract with
their district of residency.




Educator Preparation
Program Completers
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School Cash Balances

School districts and charter schools
budgeted an all-time high of $525.5
million in unrestricted cash balanc-
es carried over from FY22 to FY23.
Statewide cash balances grew by
$76.5 million, or 17 percent, from the
prior year and now represent 14.3
percent of FY23 program cost.

Recruitment and Retention. An August 2022 survey of school districts by PED
showed 706 total teaching vacancies in the state, down almost 300 from July
2021, with higher vacancies in special education, secondary math and science, and
bilingual education. PED data from June 2022 also shows licensure applications
increased from 2,869 in FY21 to 5,197 in FY22, likely related to salary increases
and the tapering pandemic. While many schools report salary increases have
bolstered recruitment within the state and from neighboring states, rural districts
continue to face significant trouble with housing for teachers and competing with
similar pay scales at more attractive, urban districts.

The state does not provide incentives to teach in high-need subjects or high-need
geographic areas, though individual schools may choose to offer stipends or
retention bonuses. To directly address shortages in rural districts and high-needs
areas, New Mexico should consider differentiated pay or incentives for hard-to-
staff or chronically understaffed positions, such as special education. Thirty-three
states offer some form of differentiated pay in high-needs areas. Texas, Utah,
Colorado, and Nevada offer stipends ranging from $3,000 to $5,000.

PED will also replace Praxis teacher licensure exams with a portfolio-based
system, which will likely increase the number of eligible candidates. Praxis exams,
used in 46 states, are a battery of tests designed to evaluate basic subject content
knowledge. They can cost up to $700, a financial barrier for some candidates,
and have also shown that white applicants are more likely to perform better than
minority applicants. Pass rates on the FY21 Praxis core academic exams ranged
from 61 percent for writing and 83 percent for reading.

School Leadership. For FY23, the Legislature also appropriated $2.5 million
to PED to support principal professional development. Approximately 270
principals, 20 percent of principals in the state, participated in one of PED’s three
programs. As research shows school leadership is one of the key factors impacting
school culture and retention, the state should consider how to further ensure
principals are prepared for school management and instructional leadership and
provide incentives for aspiring principals to enter and stay in the profession.

Promoting Efficiencies

According to the state demographer’s office, New Mexico’s population growth
is projected to remain flat for the next decade due to declining birth rates and
younger families leaving the state. With declining enrollments and volatile fiscal
conditions, schools and institutions need to right-size operations to sustain services
and facilities over the long-term.

Change in K-12 Student Population by Grade
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Public Education Enroliment

For the last decade, public school enrollment has steadily dropped roughly 1 percent
each year. Decreases are more pronounced in early grades because declining
birth rates have chipped away at incoming kindergarten cohorts. School closures
during the pandemic further exacerbated enrollment declines, and the state has not
yet recovered to prepandemic enrollment levels. Total statewide enrollment has
dropped by 14.8 thousand students, or 4.6 percent, since the pandemic. As each
graduating cohort continues to shrink, higher education institutions will also see
fewer enrollments moving forward.

Higher Education Enroliment

Higher education institutions nationwide faced declining enrollment over the past
decade, and the decline in New Mexico, aside from the increase for fall 2022, has
been particularly acute. Despite a relatively generous financial aid package, college
enrollment of New Mexicans has fallen by more than twice the national average.

Enrollment trends at public two-year and four-year institutions differ significantly.
Nationally, two-year institutions lost nearly 30 percent of enrollment, similar to the
loss of 27 percent experienced by New Mexico institutions. However, four-year
institutions nationally experienced enrollment growth of 17 percent over the past
decade while New Mexico four-year institutions /ost 19 percent of enrollment.

The Legislature recognized the enrollment challenges and required all New
Mexico colleges and universities funded through the higher education formula to
submit enrollment management plans in order to receive their full FY23 budget
allocation. The plans were to include enrollment projections for the fall 2025 and
fall 2027 semesters. Based on the projections submitted, the schools expect an
increase of 7.2 percent on average by FY25 and a 10 percent increase by fall 2027.
Even if each school reached the projected target, total enrollment would be 44
thousand, less than the all-time highs experienced by each college.

Higher Education Staffing and Facility Needs

Moving forward, colleges and universities must create efficiencies in their delivery
of high-quality education and student supports. While institutions expect tuition-
free college will help increase enrollment, the anticipated increase is modest at
10.5 percent by fall 2027.

The reduction in enrollments led schools to reduce staff. Between 2011 and 2020,
New Mexico colleges shed nearly 4,000 faculty and staff positions. The reduction
in employment was focused on part-time faculty and staff, which fell by 37 percent
and 59 percent respectively. Full-time faculty positions increased by 1.5 percent,
while full-time staff positions fell by 5.9 percent.

Staffing levels have fallen, but the decline has not kept pace with the decline in
enrollments, leaving excess capacity in many courses. Low course fill rates may
be exacerbated by duplication in offerings, particularly in online general education
courses. A number of institutions noted online learning has made it possible for
students to take courses through multiple different institutions in the same semester,
and this trend is becoming more prevalent. Inter-institutional online course sharing
could be a way to reduce duplication and increase course access.

U.S. and New Mexico
Public Four-Year
Enroliment
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Satellite Locations

Despite the overwhelming trend to-
ward remote learning, a number of
institutions still have satellite loca-
tions. For example, Luna Commu-
nity College operates three satellite
campuses in Mora, Springer, and
Santa Rosa. While no in-person in-
struction is delivered at these facili-
ties, they do provide internet access
for students to participate in courses
remotely.
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Institutions must also consider the need for physical space. Despite enrollment
declines over the past decade, the size of campuses increased from 18.3 million
square feet to 20.3 million in 2021. A number of programs are offered exclusively
online and many students, even traditional students living on campus, opt to take
some courses online.

Higher Education Funding Formula

The higher education funding formula is used to distribute “new money” to
institutions. In 2013, the formula changed from counting mostly enrollment
and building square footage to outcome-based, driven primarily by degree
completions and course credit hours delivered. The funding formula originally
included a redistribution component meant to reallocate funding from under-
performing institutions to their better-performing peers. However, this component
was removed during the 2022 session, and thus, the funding formula is a base-plus
formula that provides the same base funding regardless of enrollment changes.

The transition to the outcomes-based formula was designed to incentivize
institutions to improve performance by directing resources to priority areas.
For the coming year, the Legislature could prioritize specific changes to address
workforce preparedness, enrollment, and transfer student success.

Workforce Credentials. The funding formula uses degrees in science, technology,
engineering, mathematics, and healthcare (STEM-H) as a proxy for workforce
development programs. This approach leaves out a number of programs offered
specifically by two-year institutions in high-demand fields, such as trades. The
formula could be changed to recognize the award of these degrees and provide a
greater incentive to institutions to offer this kind of workforce training.

Student Credit Hours. After years of declining enrollment, New Mexico colleges
and universities are experiencing enrollment growth. However, this growth is not
uniform and enrollments are declining at some institutions. Measuring student
credit hours delivered can direct new money to those institutions with the largest
student increases.
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Transfer Success. Many students begin their higher education at a two-year
institution and then transfer to a four-year institution to complete a bachelor’s
degree. However, the number of students who successfully transfer and complete
their four-year degree could be improved. Increasing the current measure for
transfer students may provide greater incentive for institutions to support transfer
students to help them achieve a four-year degree.

Falling Enroliment

At Central New Mexico Community
College (CNM), the number of filled
course seats fell by 25 percent while
the total number of instructors fell by
10 percent between 2017 and 2021
resulting in more under-filled courses
being offered. CNM estimates the an-
nual cost of delivering the undersub-
scribed courses to be approximately
$1 million.




Economic and Workforce Development

For more info:

Economic Development

Department Performance
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Total Cost per Job

JTIP LEDA
FY15 | $ 5,300 $ 5,000
FY16 | $ 6,000 $ 10,400
FY17 | $ 12,563 $ 29,200
Fy18 | $ 8,839 $ 4,025
FY19 | $ 8,144 $ 13,272
Fy21 | $ 4,541 $ 15,688
Fy22 | $§ 7,994 $ 8,000
Source: EDD and LFC Files
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Business

Incentive
Programs

espite growing at a rapid pace following the pandemic,

New Mexico’s workforce continues to lag behind other

states in total employment, wages, and participation.
Though state government alone cannot reverse such trends,
sound policy and targeted investments can support business
activity and expansion. To close New Mexico’s economic
achievement gap with surrounding states, agencies supporting
the state’s workforce must improve outcomes in incentives and
training programs. Of 100 thousand workers who returned to the
New Mexico labor market after the depth of the pandemic job
losses, just 6,000 jobs were the result of Economic Development
Department efforts.

State Role in Recovery and Beyond

After two years an economy made fragile by an unprecedented global health
pandemic, New Mexico is finally on the road to recovery. Tourism to the state has
recovered, and the September 2022 employment rate in the leisure and hospitality
sector is within one point of the national average for the first time since before
the pandemic. However, the state still faces many challenges, and as the main hub
for economic development in the state, the Economic Development Department
(EDD) bears the responsibility of targeting increased public resources where they
are most needed and supporting entities such as the Department of Cultural Affairs
and Tourism Department with ongoing development initiatives.

The Legislature made significant recurring and nonrecurring investments in
economic development during the 2022 regular legislative session. In addition to
over $226 million in one-time money for initiatives ranging from trail building to
venture capital investment, the Legislature approved a 20 percent recurring general
fund revenue increase to the Economic Development Department for business
incubators, local economic developers, and business assistance programs.

Assessing the return on these months-old investments is premature; however, the
impact of the department’s existing activities on the broader New Mexico economy
is also unclear. While EDD exceeded most of its performance targets in FY22,
including doubling the number of rural jobs created, many of its targets do not have
as clear a relationship to economic growth. For example, the department reports
only on jobs promised by businesses benefiting from Local Economic Development
Act spending, not actual jobs realized. Without better data, the Legislature cannot
accurately identify the extent to which spending on EDD efforts strengthens the
economy, or, in some cases, if the spending has any impact at all.

EDD could potentially play a crucial role in the state’s economic recovery with the
effective use of the expanded spending on business incubators and other business
assistance approved in 2022. Small business incubators and accelerators provide
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startups with targeted supportand resources, and studies indicate incubated businesses
have a survival rate of 87 percent, while only 44 percent of small businesses that
work in isolation survive. EDD should encourage entrepreneurship and startups in
the state by leveraging its business incubator and accelerator certification process,
which aligns with the International Business Association’s best practices.

Business Incentive Programs
The Local Development Act (LEDA) and Job Training Incentive Programs (JTIP)

For more info:
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One-Time Economic
Development Funding at a

Glance
(in thousands)

have grown in both scope and significance as legislative funding has increased. As 2021
these incentive programs expand, reporting on actual spending and project criteria Purpose gezz?ac: Rzgilzar
should also expand. Sepssion Session
LEDA, initially created as a modest “closing fund’ to attract out of state businesses, (F)S;ffor Bty | 83,000
has evolved into a multi-million dollar grant fund for everything from a Las Cruces Trails + Grants $7.000
beef jerky company to the Rio Rancho Intel plant. Along with increased investment
(the Legislature has appropriated $82 million in the last five years alone) the LEDA | Film Academy $40,000
statute has evolved, expanding eligibility to retail businesses and allowing local Local Economic
GRT sharing for large projects. In FY22, the LEDA program awarded $27.9 million 2;\/ elopment $50,000
to businesses in the state, with nearly a third of the total awards directed to rural Venture Capital
communities. In total, the average cost per job declined in FY22 to $8,000; a total Investment $35,000
of 3,226 projected jobs were created, 200 more jobs than in FY21. Fund

Federal Grants
Similarly, appropriations to JTIP have grown from $22.5 million for the four Administration $4351 83,500
years from FY 14 to FY 18 to $47 million for the three years from FY 19 and FY22.

. Local grant

The department contends that demand for the program continues to grow and management $1,500
credits the program for allowing companies to rehire throughout post-pandemic Opportunity
recovery. However, because JTIP is distributed as a reimbursement rather than Enterprise Fund $70,000
an upfront payment, it has been difficult to track actual spending in the program. Job Training
For example, the department states approximately $7 million of JTIP funding is Incentive $6,000
unencumbered, but the agency has a fund balance of over $36 million. Program

MainStreet
Collaboration and Strategic Planning Forimg 10,000
EDD’s economic development plan, produced with a $1.5 million federal grant | Subtotal $10,435 | $216,000
finds barriers to economic growth that policymakers and economic developers Grand Total $226,435

A Closer Jripand LEDA Impact
Look 4

Appropriations to the Job Incentive Training Program (JTIP) and Local Economic Development Act (LEDA), two of the state’s larger
economic development incentive programs, are higher than ever, but a November 2022 program evaluation on the incentive
programs found JTIP and LEDA projects create fewer quality jobs than projected and, when they don't, the state doesn’t always claw
back the funds.

While analysis of employment at companies after receiving LEDA or JTIP funding revealed that many do expand and hire new
employees; for about one-third of all LEDA agreements and half of JTIP agreements, businesses do not grow as projected at the time
of the grant agreement. This has been tempered somewhat by changes in policy by Economic Development Department (EDD) to
switch from the historical practice of giving all money awarded through LEDA to the company upfront and instead provide the money
in tranches as the company meets milestones. However, inconsistency in pursuing clawbacks when possible under agreements
remains, with approximately $4.1 million in foregone clawbacks from agreements between FY16 and FY21.



https://www.nmlegis.gov/Entity/LFC/Documents/Program_Evaluation_Reports/JTIP%20LEDA%20report%20final.pdf
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Film in New Mexico

The film industry has become a top
focus of this administration. LEDA
has doled out large awards to film
partners, including $21 million to Net-
flix and $7.7 million to NBC Universal.
The Legislature also appropriated $40
million in one-time funding for a state-
run film and media academy in 2022.
For FY24, the department’s recurring
budget request is again dominated by
film initiatives, including $3 million to
contract management for the new film
academy and $2 million in recurring
funding for film-related JTIP.
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have lamented for years, including lack of collaboration among stakeholders,
difficulties attracting and retaining talent, misalignment between higher
education and industry, public sector dominance in New Mexico’s economy, and
concentration of economy in key sectors.

While the plan’s specific recommendations for collaboration with higher education
institutions are valuable, the department should also focus on collaborating
with entities excluded from the plan, such as the Tourism Department and the
Department of Cultural Affairs. The majority of the state’s museums and historic
sites are in rural New Mexico, where even small upticks in economic activity
can have a huge impact. When the rural Economic Development Task Force met
at the Bosque Redondo exhibit, Fort Sumner’s mayor testified the 10 legislative
members and guests had provided more business for hotels, restaurants, and shops
in two days than the town had seen in the previous three months. Collaboration
among departments would increase visibility of the state’s cultural gems and, in
turn, increase visitation to historic, rural areas that have capacity for more tourists.

Local Access to Capital

In addition to business incentives, some states support entrepreneurship by
lowering the cost of capital through financing, tax incentives, and or connections
with regional, national, and international investors. Through legislation enacted
in 2022, New Mexico joined Utah, Oklahoma, Maryland, and other states in
creating state-managed funds co-investing with private venture capital to expand
the capital available for in-state companies. Chapters 21 and 54 create the venture
capital program and opportunity enterprise programs, respectively, which use
one-time appropriations to the New Mexico Finance Authority to kick-start
programs partnering with local venture capitalists. A combined $105 million was
appropriated and NMFA is expecting the first investments to begin in FY23. The
Legislature should evaluate the performance of the programs before considering
additional appropriations for this purpose.

Workforce Recovery

While unemployment rates have largely recovered to pre pandemic levels, the
state’s labor force is persistently small. Social services, economic development,
tax rates, pension systems, the service industry, and virtually every other area of

Labor Force Participation Rates United States and New
Mexico
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U.S. and New Mexico Labor Force Participation for Select
Groups

o US Men
73% Difference of 47 thousand men

68% NM Men i

63%

US Women Difference of 43 thousand women
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*includes overlap with men/women Source: WSD. BLS. U.S. Census

the economy is impacted when fewer people are working to support those who do
not work. Adding labor force participants is essential. The National Conference of
State Legislatures recommends states focus on strengthening workforce attraction,
retention, and expansion programs. For example, some states are expanding
access to higher education and workforce development programs and working
on strategies to keep workers in the workforce by improving mental health access
and worker accommodations. Other states are recruiting out-of-state workers by
marketing their states as desirable places to live and work.

A May 2022 Workforce Solutions Department (WSD) labor force participation
study found that labor force participation rates (LFPR) dropped 9 percent between
1999 (peak LFPR) and 2021 for men between the ages of 25 and 34, the largest
reduction for any age group and close to double the national decline. In 2021, the
LFPR for men in New Mexico ranked third from the bottom nationally.

Also in 2021, New Mexico had the fourth lowest LFPR among women and the
reduction between 1999 and 2021 was greatest for women age 35-44 at 5.2 percent.
Between 2010 and 2020, participation dropped the most for those with just a high
school education followed by those with less than a high school diploma, some
college, and bachelor’s degree or higher.

The new data flagged areas that could produce long-lasting results, such as
focusing on youth employment, improving college enrollment and completion,
and empowering disabled people to work. The report stated the reasons for low
participation include out-migration of working-age adults, an aging population,
and more people receiving disability. The number of people receiving disability
between 1999 and 2020 doubled from 31 thousand to 61.3 thousand. Additionally,
many people involved in the criminal justice system are not in the labor force and
according to the U.S. Census, national employment for these individuals has not
recovered to pre-Great Recession levels.

WSD was appropriated $10 million in the 2022 legislative session for adult and
youth reemployment and case management services and youth apprenticeships.

For more info:
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However, as of late October 2022, the department had not communicated a plan
to LFC or spent any of these funds. Other recent state actions to attract, retain,
and expand the workforce include expanding childcare subsidies, adding a return-
to-work program for Educational Retirement Board retirees, requiring paid sick
leave, and ramping up minimum wage rates to $12 per hour in 2023, possibly
prompting more workers to leave the sidelines.

Growing and Training the Labor Force

Two areas where WSD has the opportunity to help grow the labor force is among
the state’s youth and in postsecondary education. Workforce Innovation and
Opportunities Act (WIOA) funding provides a variety of youth services based
on the needs of individuals. However, WIOA funding is limited and can only be
used to provide services to low-income youth between the ages of 14 and 24 who
also are deficient in basic literacy, a school dropout, homeless, a runaway, a foster
child, pregnant or a parent, or an ex-offender.

The state funding the department received for youth employment and
apprenticeships could be used to expand existing WIOA programs to youth who
would not otherwise qualify. This funding could also be used for programs that
promote early career exploration and exposure, dual credit, and internships.

In postsecondary education, the department has the opportunity to help support
career technical education and other programs by providing case management and
other services to students. Addressing the skills gap by aligning these programs
with industry is also a must.

In May, LFC held a higher education LegisStat hearing focusing on low enrollment
at the state’s higher education institutions. Low enrollment may be a sign of a
continued or widening of the skills gap between the labor force and industry.
These institutions will be challenged to determine what barriers are preventing
high school graduates from pursuing higher education, what level of programming
is necessary to meet the needs of students, and how to support current students
so they can successfully complete their studies. WSD also has an opportunity to
work with higher education institutions to promote these pipelines.
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ew Mexico has some of the poorest health statistics

in the nation and access is the lynchpin to improving

outcomes. However, to be accessible, healthcare must
be both affordable and convenient, and healthcare is neither
for many New Mexicans. Ten percent of New Mexicans have
no health insurance coverage and many of the half of New
Mexicans on Medicaid will be forced out of the program when
the federal public health emergency ends. At the same, all but
a few pockets of the state are designated as healthcare shortage
areas by federal regulators. Even for those with coverage, access
is a problem if no healthcare providers are available.

Healthcare access is necessary to obtain services, such as prevention, diagnosis,
treatment, and management of diseases, illness, behavioral health disorders, and
other health-impacting conditions. Failure to address health issues early results
in higher costs later through emergency room care or complications from chronic
illness arising from unaddressed illness. Lack of behavioral health also leads to
high family, community, and social costs.

Health Status of New Mexicans

Societal inequities related to poverty, education, demographics, food insecurity,
and environmental factors are key drivers of population health. New Mexico’s
demographics and socioeconomic status present unique challenges for state health
programs and the Medicaid delivery system in particular. According to the 2020
U.S. Census, New Mexico is one of six majority-minority states with the largest
proportion of Hispanics and Latinos in the nation (49.3 percent) and the third
largest percentage of Native Americans (10.6 percent). New Mexico ranks 12th
among states for the proportion of the population age 65 and older (18.2 percent).
New Mexico also has the third highest poverty rate (18.6 percent) in the nation,
8.1 percentage points higher than the national rate of 10.5 percent.

Educationally, the state has the fourth lowest percentage of adults age 25 and over
with a high school diploma or higher degree (85.9 percent) and, according to the
U.S. Department of Education, the lowest proportion of fourth grade students
proficient in reading comprehension (23.7 percent). In addition, 17.2 percent of
New Mexicans experience severe housing problems, the 13th highest percentage
in the country. At 832 crimes per 100 thousand population, New Mexico also has
the nation’s second highest crime rate, well exceeding the national average of 379
per 100 thousand.

Coupled with systemic barriers to healthcare access, these demographic and
socioeconomic factors further compromise health status and impair healthcare
outcomes. New Mexico has the seventh highest premature death rate among
states, with 9,789 years of potential life lost per 100 thousand population based

For more info:
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on a 75-year lifespan. Compared with the nation, New Mexico ranks 40th for
vegetable consumption among adults, 46th for new chlamydia rates, and 43rd
for teen births. In addition, 70.8 percent of adults have a dedicated healthcare
provider, the fifth lowest among all states.

Limited Healthcare Providers

The December 2022 LFC program evaluation, Medicaid Network Adequacy,
Access, and Utilization reports New Mexico is short some specialty healthcare
providers or general healthcare providers in some communities. Forecasts project
the state will have the second largest physician shortage in the nation by 2030.
Furthermore, New Mexico has the oldest physician workforce in the nation. As of
2017, 37 percent of New Mexico’s physicians were over 60 years old.

The federal Health Resources and Services Administration has designated New
Mexico a healthcare workforce shortage area, with the exception of small parts of
Bernalillo, Los Alamos, and Dona Ana counties. This designation highlights the
shortage of providers as well as the need for New Mexico to recruit and retain the
healthcare workforce and provide efficient care with its current resources.

Efforts to Improve Access to Healthcare

New Mexico Health Insurance Coverage. Health insurance is important in
helping people access the medical care they need. Lack of coverage can lead to
delayed care, no care, and high rates of uncompensated care, resulting in worse
health outcomes. The nation’s uninsured rate dropped significantly after the federal
Affordable Care Act was enacted, yet nearly 200 thousand New Mexicans, or 10
percent, were still uninsured in 2021, according to the Kaiser Family Foundation.

New Mexico’s Health Insurance Market

Estimated
Enrollment (2019
Census Data)

Coverage Status Type of Coverage

Covered Individual & Employer Coverage 596,000
Medicare & Medicaid 1,219,000
Other Coverage (DOD/VA/HIS) 93,000
Uninsured, but
Eligible for Other Medicaid / CHIP Eligible 50,000
Coverage
Eligible for coverage on beWellnm
with premium 38,000
assistance
Access to employer-sponsored 19,000
insurance
Eligible for coverage on beWellnm
without premium 24,000

assistance

No access or restricted access to
coverage, Income Above 200% of 11,000

Uninsured and Not
Eligible for Other

Coverage the federal poverty level
No access or restricted access to
coverage, Income Below 200% the = 28,000
federal poverty level
Total 2,127,000

Source: Sellers Dorsey’s New Mexico Health Care Affordability Fund and the Uninsured
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Increasing the number of people with
health insurance is important to improve
health outcomes and decrease healthcare
spending. However, a combination of
multiple strategies—expanding access to
care, recruiting and retaining healthcare
providers, delivering better preventive
and chronic care, and focusing on
community prevention—is more effective
at improving healthcare outcomes for
New Mexicans. New Mexico must
particularly focus on efforts to recruit
and retain multiple types of healthcare
professionals to ensure adequate access to
healthcare services.

Enrolling on the New Mexico Health
Insurance Exchange. While the federally
declared public health emergency (PHE)
is in place, states receive an additional
6.2 percent in federal Medicaid matching
funds with the condition they keep
all Medicaid enrollees in the program
regardless if their income increases which
would otherwise make them ineligible for
Medicaid. This “maintenance of effort”
enrollment requirement ends when the
PHE ends and the New Mexico Medicaid
program  must begin  disenrolling
Medicaid members who are above the
income limits.

The Medicaid program projects more
than 80 thousand Medicaid members are
expected to be disenrolled, but more than
half of the Medicaid members projected to
be disenrolled should instead be eligible
for coverage under the New Mexico
health insurance exchange (NMHIX),
beWellnm. Other former Medicaid
enrollees may also be eligible for
employer-sponsored insurance coverage.

The Office of Superintendent of Insurance
(OS]) indicates it plans to request a
legislative appropriation from the health
care affordability fund to waive the first
month of NMHIX premiums for former
Medicaid enrollees. Funds in the health
care affordability fund are already
available to subsidize premiums for
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-At or Above Benchmark D 1-10 Provider Below Benchmark

- >10 Below Benchmark [_0 | Number Above or Below Benchmark

Primary Care Physicians
Benchmark=8.5

Certified Nurse Practioners
Benchmark=8.1

II{:"..J|
h. HARDING

GUIALAL LFFE

DL HALS
EFE

Source: New Mexico Healthcare Workforce Report




Health and Communities

For more info- people enrolled in the NMHIX with incomes up to 400 percent of the federal

poverty level—$92,120 a year for a household of three—and 10 percent of the

Human Services Department health insurance premium costs for small businesses offering coverage through
S the NMHIX.
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Access to Healthcare in New Mexico

Many New Mexicans with health insurance coverage struggle to access primary
care, but access to specialty care can be even more difficult. Patients may have
Total Medicaid to wait months before they can see a provider. The Office of Superintendent

Enrollment of Insurance (OSI) implemented network adequacy compliance reporting
requirements for commercial health insurance beginning January 1,2022. OSI also
implemented more rigorous standards for existing network adequacy compliance
reporting. These OSI requirements were modeled after Medicaid requirements,
1,000,000 although currently the Medicaid requirements lack strong oversight. Medicaid
managed care organizations (MCOs) should be monitored for compliance with
OSI and Medicaid regulations for network adequacy and reporting.

1,200,000

800,000 -
Access to Healthcare Under Medicaid and Other Payers. The LFC program
600,000 - evaluation, Medicaid Network Adequacy, Access, and Utilization, indicates
Medicaid recipients in New Mexico who completed a satisfaction survey were
less likely to agree that it was easy to get necessary care than Medicaid recipients
400,000 -

nationally. According to aggregated data across all states and Medicaid MCOs,
New Mexico recipient responses to a number of access questions were generally
200,000 - below national averages. Specifically, New Mexico Medicaid enrollees overall
found it harder to get necessary care or to get care as soon as needed, as well as
hard to get routine care and care from specialists. The question that had the lowest
0 - rankings compared with national responses was focused on the ease of getting

IXLT IR necessary care. These survey responses are in line with geographical provider
data showing the state is generally below benchmarks for availability for physical
and mental healthcare providers. However, MCOs are contractually obligated to
ensure access to services for their clients.

Source: HSD

Medicéid _Acc_:es_s ar_ld l_JtiIi_zation_

New Mexico spends roughly $8.8 billion using state and federal funding on Medicaid, providing healthcare for nearly half of all New
Mexicans. Between FY19 and FY23, growth in state spending to provide Medicaid far exceeded growth in enrolliment (56 percent
versus 16 percent, respectively); yet, a December 202 LFC report finds the healthcare that Medicaid enrollees actually used re-
mained flat or declined over the same time, with a few exceptions.

This is concerning because the significant health challenges experienced by the state’s Medicaid population will likely not improve
if Medicaid enrollees cannot access the healthcare they need. The state’s inadequate healthcare provider network continues to be
a significant barrier for Medicaid enrollees to access timely care. An LFC secret shopper survey demonstrated these network short-
ages, with Medicaid enrollees only able to get an appointment with a primary care or behavioral health care provider 13 percent of
the time. The survey also found inaccurate managed care organization provider directories, with one in four providers unreachable
and one in six not accepting new patients.

Additionally, some contractual standards are likely set too low to help incentivize creation of a more sufficient provider network. Strat-

egies to improve access to care include: strengthening and improving quality initiatives and contractual accountability, increasing
Medicaid payment rates, and increasing the state’s healthcare workforce.
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Medicaid and Current State and Federal Factors

Under the Families First Coronavirus Response Act, states are required to maintain
continuous enrollment of Medicaid enrollees through the last day of the month in
which the public health emergency (PHE) ends in order to receive a temporary
6.2 percentage point federal medical assistance percentage (FMAP) increase.
The PHE is expected to end in June 2023, at which time it is critical to ensure
eligibility renewals are completed in a manner that minimizes enrollee burden and
promotes accurate enrollment.

Medicaid Enrolilment Outlook

Medicaid enrollment has increased significantly since February 2020 as a result of
the policy responses to the public health emergency and its economic consequences.
The Medicaid program served 835,440 individuals in February 2020. Medicaid
grew by 141,452, or 16.9 percent, by June 2022 and was estimated to grow to
990,528 individuals by October 2022. Enrollment in Medicaid has increased by
18.6 percent since the start of the PHE, although enrollment is projected to start
declining in May 2023, the expected start of four-month roll-off of individuals
financially ineligible once the maintenance of effort expires.

Medicaid Enrollment Change from 2019 to 2022. Approximately 47 percent of
New Mexico’s population is enrolled in Medicaid. The enrollment in June 2022
was over 976 thousand, almost 8 percent higher than the June 2017 enrollment of
905 thousand.

Medicaid Expenditures

The Medicaid program is the largest healthcare payer in the state of New Mexico
and a greater share of New Mexicans are on Medicaid than in any other state.
Between FY11 and FY22, total Medicaid spending increased from $3.7 billion
to almost $8.9 billion, according to the Human Services Department’s (HSD)
Medicaid projections. Much of the increased managed care costs were in the
physical health category, including both the regular and adult “expansion”
populations, so-called because they enrolled when the federal Affordable Care
Act relaxed eligibility for childless adults.

Another Medicaid cost driver is increased spending on behavioral health for all
Medicaid-eligible populations, totaling $256 million in additional investments
between FY17 and FY22. Specifically, behavioral health spending for the
expansion population, childless adults with incomes less than 138 percent of the
federal poverty level (FPL), more than doubled to a total of $227 million in FY22.
Total Medicaid spending on behavioral health topped $750 million in FY22.

Spending on managed care for long-term services and supports, such as nursing
homes and personal care, also increased by 43 percent, or $464 million.

The increased total spending has a varying impact on the general fund need for
Medicaid. For example, the 56 percent increase, or $66 million, for Indian Health
Services hospitals is 100 percent federal, and increased spending for graduate
medical education is supported by matching funds from the University of New
Mexico Hospital. In other cases, state matching funds are appropriated through

Medicaid Spending

(in billions)

FY22 Proj
FY22 Approp
FY23 Proj
FY23 Approp

mFederal Funds
OOther State Funds
B General Fund

Note: Excludes admin costs

Source: HSD Projections
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A Closer Medicaid Fraud, Waste, and Abuse Controls

Since a 2011 LFC evaluation on Medicaid fraud, waste, and abuse, the state has begun to see a positive return on investment in
addressing Medicaid fraud, according to an LFC 2022 progress report. However, the state has opportunities to further increase
fraud recoveries. The Office of the Attorney General can increase the proportion of investigations resulting in convictions and
recoveries by improving the quantity and quality of fraud referrals. The Human Services Department should recover from managed
care organizations all improper capitation payments made on behalf of the 18 thousand New Mexico Medicaid recipients who were
also enrolled in public assistance programs in other states in 2021—an estimated $27.3 million. Finally, the LFC’s 2022 progress
report on Medicaid fraud recommended the Office of the Attorney General and HSD work with the Legislature to bring New Mexico
into compliance with the federal False Claims Act to increase the state’s portion of fraud recoveries.

other departments, such as the match provided by the Department of Health for
developmental disabilities (DD) Medicaid waiver services, services provided
under a waiver to Medicaid’s general regulations. DD waiver spending increased
51 percent, or $185 million. A large amount of that increase was covered with
federal funds available from the American Rescue Plan Act (ARPA) last year
through the Medicaid home- and community-based services waiver. Also,
increased federal matching rates during the pandemic and federally declared
public health emergency have lessened the need for general fund revenue to
support spending increases.

Medicaid costs are generally driven by enrollment, clients’ use of services,
and rates paid to managed care organizations and providers. Some of the cost
increases are attributable to legislatively authorized provider rate increases or
service expansion, while others are a result of HSD rate increases with managed
care organizations.

Total Medicaid Enroliment and Expenditures
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HSD Provider Rate Study. HSD completed a Medicaid provider rate study with
arange of options. Data shows that Medicaid pays for 83 percent of the deliveries
of babies in New Mexico. To increase the provider rates for maternal child health,
behavioral health and primary care by 120 percent, minus nonmedical costs,

would cost $56.7 million. For more info:

Developmental Disabilities Medicaid Waiver Behavioral Health
Collaborative

The Department of Health (DOH) Developmental Disabilities Supports Division Performance

(DDSD) oversees four home- and community-based Medicaid waiver programs: Page 121
the comprehensive Developmental Disabilities (DD) Waiver, Medically Fragile

Waiver, and Mi Via Self-Directed Waiver programs and the Community Supports

Waiver Program. The annual per person cost for the comprehensive waivers is

$102 thousand for the DD waiver services, $33 thousand for Medically Fragile

waiver services, and $68 thousand for Mi Via waiver services. As of October

2022, a total of 6,905 individuals were enrolled in the three comprehensive waiver

programs. As of October 2022, almost 1,500 individuals were on the waiting list

for DD waiver services.

Elimination of Waiting Lists

In FY23, the state began implementing a plan to eliminate the DD waiver waiting

. . . . Individuals Served
list by leveraging temporary enhanced federal matching rates. The DD waiver viey

Annually in State-

services are eligible for the enhanced Medicaid federal matching funds and Funded Substance

received an estimated additional $7 million per quarter, resulting in a reduced Abuse or Mental

general fund need. The American Rescue Plan Act (ARPA) contained a number Health Programs

of provisions designed to increase coverage, expand benefits, and adjust federal 250

financing for state Medicaid programs. In addition to the PHE enhancement, the

act temporarily enhanced the federal medical assistance percentage (FMAP, the 200 —

federal matching rate) by 10 percent for Medicaid home- and community-based

services (HCBS), including those under the DD waiver, for 12 months. Additional g 150

federal revenue for all eligible HCBS is estimated to be $500 million, which could a

be spread over three years; $277 million of this revenue could be for DD waivers. 2 100 — — — —

The increased federal funds for DD waiver services and the enhanced federal 50 1o 8 N B

match for HCBS offer an opportunity to remove everyone from the waiting list in

FY23 and gradually phase in state costs over the next three to four years. However, 0 I B N N |

the capacity of the system to serve the additional people needs ramping up as well. s 2 8 § g
N N N N ﬁ

Before the funding increase, over 6,000 individuals were waiting for services. As S

of October 2022, 1,414 individuals were on the DD waiver waiting list with an * Non-Medicaid _

average waiting time of over five years, down from 12 years in FY21. DDSD sent Medicaid Fee-for-Service

C e . . .. Centennial Care
offer letters to 3,450 individuals on the waiting list to offer enrollment and eliminate Source: HSD

the waiting list. As of October 2021, 966 had not responded, 25 had declined, and
1,164 had accepted. Since the state has moved to eliminate the waiting list for DD
waiver services, participation in the community supports waiver has dwindled. As
of October 2022, only 277 individuals were enrolled in the community supports
waiver because many moved off the waiting list for DD services.

State of Behavioral Health

The pandemic intensified demand for a behavioral health system already in
crisis across the nation, severely straining an already limited workforce. In New
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For more info:

Aging and Long-Term
Services Department
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New Mexico had the 12" highest drug
overdose death rate in the United
States in 2019. New Mexico’s drug
overdose death rate was 30.4 people
per 100 thousand population in 2019
and was about 41 percent higher than
the U.S. rate.

Source: Department of Health

Mexico, the effect is even more pronounced because 16 percent of the need for
mental health professionals is being met, compared with the national average of
28.1, according to the U.S. Health Resources and Services Administration. The
result is the manifestation of unmet need, worsening behavioral health status, and
increases in despair and unhealthy coping mechanisms. The state has the fourth
highest rate of deaths by suicide in the nation at 24.7 per 100 thousand population
while the overall United States death by suicide rate is 14.5 per 100 thousand.
New Mexico has the 11th highest rate among states for deaths due to drug injury at
29.5 per 100,000. The state also has a greater percentages of untreated adults with
moderate (61.2 percent) and severe (40.4 percent) mental illness in comparison
with the U.S. average of 53.5 percent and 35 percent, respectively, according to
the U.S. Census Bureau 2020 data.

In Native American communities, there needs to be greater regional efforts so that
the services and treatment options missing from their continuums of care can be
developed to be culturally responsive and accessible by Tribal members.

Substance Use Disorders

The Department of Health’s New Mexico Substance Use Epidemiology Profile,
2021 report indicates New Mexico has had the highest alcohol-related death
rate in the United States since 1997. Negative consequences of using excessive
alcohol go far beyond the death rate. It also affects domestic violence incidents,
crime, poverty, unemployment, and exacerbates mental illness, all of which are
social determinants of health.

In 2019, New Mexico had the 12th highest overdose death rate in the nation.
Unintentional drug overdoses account for almost 88 percent of drug overdose
deaths. The most common drugs causing unintentional overdose death from
2015 through 2019 were prescription opioids, including methadone, oxycodone,
morphine, heroin, methamphetamine, benzodiazepines, and cocaine. In recent
years, overdose death from methamphetamines has become increasingly
common. And from 2018 to 2019 in New Mexico, the number of overdose deaths
by fentanyl increased 93 percent.

Behavioral Health Interventions

To address these concerns, counties and cities across the state have used the
substantial investments in behavioral health to increase available mental health
and substance use services. A barrier to services is the awareness of what services
are available and how to access them, with behavioral health professionals
reporting difficulty in understanding what services exist, who delivers them, and
if referrals are being accepted.

Over the course of the pandemic, many treatment sessions were offered through
telehealth options. The top four behavioral health services provided to adults
through telehealth options are psychotherapy, comprehensive community
support services (CCSS), case management, and psychosocial rehabilitation. For
children, the top four behavioral health services provided via telehealth are CCSS,
psychotherapy, family psychotherapy, and medication monitoring. The federal
Centers for Medicare and Medicaid Services is considering extending relaxed
rules on the billing of telehealth services beyond the PHE.
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Additional notable interventions include San Juan County’s Mental Wellness
Center, a service and access hub, and Santa Fe County’s CONNECT program, a
“no wrong door approach” to assisting persons with behavioral health needs and
addressing other social determinants of health.

Justice-Involved Populations

Many individuals experiencing a crisis encounter law enforcement because of the
lack of crisis triage available. Several communities have law enforcement assisted
diversion (LEAD) programs, which are designed as a public safety program in
which police officers exercise discretionary authority to divert individuals to
community-based health services instead of arrest, jail, and prosecution. People
eligible for diversion are suspected of low level, nonviolent crime driven by unmet
behavioral health needs. LEAD programs in New Mexico assist clients with case
management, substance use services, psychiatric assistance, and psychosocial
rehabilitation. However, LEAD programs are limited around the state.

Albuquerque, Santa Fe, and Alamogordo also operate mobile crisis response teams
(MCRTs). MCRTs are specialized behavioral health teams designed to provide
psychiatric emergency care including crisis assessment, crisis intervention and
stabilization, temporary shelter, and appropriate referral services in nonclinical
environments to individuals experiencing acute behavioral health crises. MCRTs
usually comprise a law enforcement officer and a licensed clinician who are
dispatched to crisis sites in response to 911 or 988 crisis hotline calls. In New
Mexico, however, there are too few responders and it remains difficult for these
professionals to meet the need and help residents access ongoing care.

Efforts to Improve Healthcare for New Mexicans

State, counties, and communities must work together to streamline physical
and behavioral health services and ensure people in need of care can receive it.
Access to care, workforce challenges, and sufficient funding must all be addressed
simultaneously to positively affect health outcomes in New Mexico. And all of
this must be done within the context of the social determinants of health, including
poverty, lack of primary care, poor housing, language and cultural barriers,
unemployment, adverse childhood experiences, and educational challenges. These
issues must also addressed those who have no insurance, receive Medicaid or
Medicare, or have insurance yet cannot access services. The healthcare providers
and payers will continue to be challenged to provide a healthcare system that
improves the well-being of New Mexicans.

A ClOSQl" Department of Health Facilities

Although the Department of Health has made progress since a 2021 LFC evaluation found quality and operational challenges at
facilities, significant issues with quality of care and utilization persist. DOH is in the process of implementing most LFC recommenda-
tions; however a September 2022 progress report found, despite increased need for behavioral health care and long-term care in
New Mexico, facilities are chronically underutilized, driving up cost per bed by an estimated 25 percent from FY20 to FY22.

Underutilization is partially driven by staffing shortages, leadership challenges, unpublished admissions criteria and mixed quality,
with some of these factors potentially also negatively impacting patient outcomes. Lower level direct-care positions, such as certified
nursing assistants and technicians, are particularly hard to hire and the implementation of a new plan created new pay disparities.
Leadership challenges and turnover at the agency and within facilities pose risks to oversight. Quality of patient care and oversight
at the New Mexico State Veterans’ Home (NMVH) is of particular concern.



https://www.nmlegis.gov/Entity/LFC/Documents/Program_Evaluation_Reports/Progress%20Report%20-%20DOH%20Facilities.pdf

Justice and Public Safety

New Mexico and
Albuquerque Crime
Rates vs. National

Trends
10,000
@ 9,000
S
S 8,000
3
27,000
e
c
3 6,000
2 5,000
8 4,000 ’\/-\
g 3,000
[}
3 2,000
E
5 1,000
0
N M T WO ONMNWO O
SS5555558
AN AN ANANANNNNAN

United States
e New Mexico
Albuquerque (APD)

Source: FBI, U.S. Census Bureau

Crime Reporting

The Department of Public Safety (DPS) is
required to collect and report crime data
from all law enforcement agencies but has
not publicly reported this data as it transi-
tions to the National Incident Based Report-
ing System (NIBRS) required by the FBI.
Unfortunately, many law enforcement agen-
cies, including the State Police, are not yet
reporting through NIBRS. In New Mexico, 33
percent of law enforcement agencies cover-
ing 61 percent of the state’s population sub-
mitted 2021 data through NIBRS; in 2020,
95 percent of New Mexico law enforcement
agencies reported data.

Lack of reporting obscures understanding of
crime trends in the state. 2021 marked the
first year the FBI's national crime statistics
relied solely on information provided via
NIBRS. The FBI did not provide estimated
crime rates for New Mexico for 2021 be-
cause reporting agencies accounted for less
than 80 percent of the population.

oncerns over New Mexico’s high violent and property

crime rates focused the Legislature during the 2022

session to enact policies and appropriate funds to improve
law enforcement recruitment, retention, and training; to create
or enhance penalties for new and existing criminal offenses; and
to expand grant programs to reduce crime and violence, among
other initiatives. The impact of these nascent efforts—many of
which have not been fully implemented—has yet to be seen, and
crime continues to be a focus for policymakers statewide. While
these measures continue to be assessed, other potential solutions
inside and outside the criminal legal system should be pursued.
Moving the state away from a reactive criminal justice approach
to a system focused on prevention and ensuring the judiciary
delivers swift and certain justice while protecting the rights of
both victims and the accused are the next steps toward balanced
criminal justice reform.

Effective Policing

Research shows certainty of punishment is a more effective deterrent to criminal
behavior than severity of punishment, but in New Mexico, punishment has grown
less certain as violent crime has increased, with fewer violent crimes solved and
more violent felony cases dismissed. New Mexico’s law enforcement agencies
have seen violent crime clearance rates—the rate at which crimes are closed,
generally by arrest—fall in recent years. From 2014 to 2020, the state’s violent
crime rate rose 30 percent, while the number of cases cleared fell 13 percent.

During the 2022 legislative session, the Legislature aimed to increase the
certainty of punishment for the most violent offenses by improving policing with
investments in recruitment and retention of high-quality law enforcement officers,
enhancements to officer training and education, and increased police oversight.
This included significant investments in law enforcement compensation at the state
and local level and substantial changes to systems for training law enforcement
officers and holding them accountable for misconduct.

Best practices for policing tailor actions to identifiable problems and facilitate civilian
trust and confidence. The Legislature has attempted to encourage law enforcement
agencies to supplement the standard model of policing—a reactive model focused
on responding to calls for service—with evidence-based programming and practices
through targeted appropriations. However, vetoes from the executive that removed
requirements that programs be evidence-based to receive funding have hindered
this goal. Additionally, other sources of state funding for local agencies (such as the
law enforcement protection fund and local DWI fund) do not require funding be
expended on best practices or evidence-based policing.
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Officer Recruitment and Retention. During the last session, the Legislature
created a new program within the Department of Finance and Administration to
distribute up to $50 million over five years to local law enforcement agencies for
recruitment and retention stipends, prioritizing increasing agencies’ investigative
capacity. However, due to vetoes, these funds could also be used for other
recruitment and retention strategies.

The bulk of the funds were awarded without a clear or rigorous application process.
In September, $41.5 million from the fund was awarded to 29 law enforcement
agencies for the purpose of hiring over 300 new officers, although the executive
has since clarified they may also be used for stipends. Unclear instructions resulted
in the exclusion of many agencies from the first round of funding, including eight
of the 20 largest local law enforcement agencies in the state. It is unclear how
carefully agencies’ responses to the DPS survey were vetted to ensure accuracy,
or if agencies’ capacity to hire the number of officers for which they received
funding was considered in making awards.

Officer Training, Accountability, and Oversight. Legislation passed during the
2022 session also sought changes to law enforcement training and the system
overseeing training and misconduct, the Law Enforcement Academy Board
(LEAB), splitting the training and oversight functions of LEAB into two separate
entities, enacting new training requirements aimed at reducing unnecessary uses
of force, and strengthening reporting. Some of these changes should improve the
state’s ability to ensure local law enforcement agencies comply with training and
misconduct reporting requirements.

Stakeholders have raised concerns regarding implementation difficulties with
some provisions of the reforms as currently written. For example, the law does
not provide for the transition of active cases when the structural changes to the
oversight entities and processes take effect, dispatchers are not represented in the
entities overseeing their training and certification, and the Certification Board
is not definitively established as an independent state entity separate from DPS.
However, because most provisions affecting these reforms do not take effect until
FY24, the Legislature could fine-tune the law to enable smooth and effective
implementation during the 2023 legislative session.

Diversion and Early Intervention

Interventions to prevent crime and diversion of low-level offenders provide the
most cost-effective and impactful path toward improving public safety. The
criminal legal system is often tasked with treating substance use disorder and
serious mental illness, but this is generally more costly and less effective than
accessing treatment in communities or programs that do not require incarceration,
such as drug courts. Focusing on interventions for high-risk populations, improving
treatment courts and diversionary programs, providing effective pretrial services,
and investing in health and communities reduces the burden on the criminal
legal system and allows criminal justice partners to focus time and resources on
enforcement efforts aimed at the most dangerous offenders.

High-Risk Populations

The intersection of risk factors, such as substance use disorder, serious mental
illness, and homelessness, leads some individuals to routinely interact with
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Percent of Crimes
Reported to Police
Nationwide

Vehicle theft 77% 23%
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emergency medical services, homeless shelters, police, jails, prisons, and other
areas of the health and criminal legal systems. The significant use of such
resources by a small fraction of the population represents both a problem and an
opportunity. Targeted interventions aimed at this population have the potential to
have a significant, immediate impact for a relatively small investment.

Integration of criminal justice data systems has long been a priority of the state,
counties, municipalities, and criminal justice partners. However, significant
integrations of many large, disparate systems requires both significant resources
and time. More targeted integrations of data systems aimed at frequent system
users could provide significant utility on a shorter timeframe.

Housing

Housing insecurity and homelessness are common among justice-involved
populations, due to both the criminalization of homelessness and the impact of
criminal history on obtaining future employment and housing. Research shows
providing housing and services reduces crime among that population. Notably,
almost half of people experiencing homelessness have been the victim of a violent
crime, a rate almost 25 times that of the general population. Improving housing
options helps reduce crime and victimization among this population. A 2016
study by the Institute for Social Research at the University of New Mexico found
the city of Albuquerque’s Heading Home Initiative, a housing-first program,
produced savings for emergency services, hospitals, and jails, with a positive
return on investment of $1.78 on every dollar. Similarly, a 2021 Urban Institute
study of Denver’s housing-first initiative found participants spent fewer nights in
shelters, had fewer interactions with police, spent less time in jail, and spent less
time in detox facilities.

Treatment Courts

Substance abuse and substance use disorders (SUD) continued to rise in 2022, and
the drug overdose mortality rate remains high in New Mexico. Specialty courts,
including drug courts, can help break the cycle of substance abuse and substance-
use-related crime by helping nonviolent offenders get the treatment and social
services support they need. Previous cost benefit analyses have suggested a $3 to
$1 return on investment for the program. Despite this, drug courts have seen a shift
from oversubscription in FY13 to having about half of their capacity filled over
the past 10 years. As of June 10, 2022, the Administrative Office of the Courts has
reported excess capacity of 48 percent for FY22. Low participation levels suggest
defendants may avoid treatment court or pursue alternatives because treatment
courts fail to address root causes. AOC has initiated a certification process for
all judicial district treatment courts, and a pilot is currently being developed to
provide universal screening for treatment court participation for all defendants at
the magistrate court level.

Some drug courts in New Mexico may also fail to take full advantage of
medication-assisted treatment (MAT) for nonmedical use of opioid pain relievers
for drug-abusing offenders despite many professional organizations considering
MAT an evidence-based best practice for treating opioid dependence. In fact,
some drug courts do not include, or know how to support, use of MAT for opioid
dependence. In January 2021, the state Supreme Court replaced the New Mexico
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Drug Court Standards with the New Mexico Treatment Court Standards to reflect
best practice recognized through research.

Pretrial Services. State and national research underscores the importance
of the pretrial period in the criminal justice process. Pretrial service programs
perform a variety of functions, including verification of background checks, risk
assessments, and supervision to ensure defendants satisfy release conditions.

Research indicates supervision conditions should be tailored to the individual
defendant’s risk and needs and should weigh both public safety and an individual’s
rights. There is a growing movement for the pretrial period to include an assessment
of the needs of a defendant in addition to the risks to ensure all available resources
are available to an individual. In the 2022 legislative session, lawmakers further
sought to increase judiciary resources to enhance pretrial supervision that helps
ensure those who are released pretrial adhere to their release conditions. The 2022
GAA includes $4 million over three years for pretrial services grants and over $1
million in funding for GPS monitoring and training for local pretrial programs,
courts, and staff. The Administrative Office of the Courts has developed a program
to administer a standardized pretrial services program statewide.

Performance
Page 134

Release and Detention. In 2016, voters in New Mexico overwhelmingly adopted
a constitutional amendment reforming the cash bail system used to secure release
from detention. Pretrial detention policy seeks to balance the public’s interest
by not unnecessarily detaining individuals who pose no risk to the community
and preventing the release of individuals who will go on to commit a serious
crime during the pretrial period. There is an asymmetry in how
these two priorities are balanced. The defendants whose lives are
upturned due to unnecessary pretrial detention remain invisible
and are rarely reported. In contrast, when a defendant is released

Outcomes of Felony Defendants
Following Bail Reform and Under
Legislative Proposals

and commits a serious crime, their name and criminal history are All

; released HB80* ( HBS5' | HB27"
widely reported. Outcome | felony 2021 | 2022 | 2022

. . fi . . .
For this reason, the re-offense rate of defendants released during de(:;SaaSts (est) | (est) | (est)
the pretrial period must be car'efully monitored. In_ New Mexico, No New 12.388 | 2373 | 2038 | 7.603
several studies have accomplished this by analyzing the effects Charge (82%) | (81%) | (85%) | (80%)
of the pretrial detention reforms by comparing the pre- and post- Nonviolent 145 93 538
. . 0,
reform period. Of over 15 thousand felony cases analyzed between Mis 744 (5%) (5%) (4%) (6%)
demeanor

2917 and 2021, 93 percent of defendan_ts were not accused of a [\ orviolent 252 @%) 155 114 776
violent felony during their pretrial period. For the past several Felony ’ ? (5%) (5%) (8%)
legislative sessions, bills have been introduced that would have | Violent 101 66 234
created presumptions of dangerousness based on an individual’s g";r']eanor 2952%) | 3%y | 3%) | @%)
curre.nj[ charge, past felony convictions, or past violations of [ - 155 (3% 152 02 350
conditions of release. Research concludes most proposals to create Felony G%) | 5% | @%) | @%)
rebuttable presumptions—which place the burden of proof on the Total 15,134 | 2,926 | 2,403 | 9,501

defense to argue that a defendant can be released—are “roughly
equivalent to detaining a random sample of defendants who are
currently released.” Researchers estimate that the “wide-net”
proposal introduced in the 2022 session would have reduced crime
by 1.4 percent at a cost of $13.8 million.

Other Crime Prevention

The criminal justice system often deals with the downstream
effects of failures outside the system, and a broader view of public

*HB80, introduced in the 2021 session, would have created a
presumption of dangerousness for defendants charged with a
first-degree felony of serious violent offence (SVO) who also
have a prior felony conviction of violation of conditions of release

(COR).

'As introduced in the 2022 session, HB5 would have created a
presumption of dangerousness for defendants charged with a
SVO, or if they discharged or brandished a firearm.

THB27, introduced in the 2022 session, would have created a
presumption of dangerousness for defendants charged with a
SVO, or have past failures to appear, or violations of COR.

Source: Moore, Ferguson, and Guerin (2022)
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safety requires examining the impact of such factors on crime. Many approaches
outside the system serve as effective deterrents, helping to prevent crime, not
simply addressing its effects.

Healthcare

A growing body of research shows increased healthcare coverage—particularly
through Medicaid—may reduce crime and recidivism by increasing access to mental
healthcare and SUD treatment for vulnerable populations, and often the benefits of
reduced crime and incarceration exceed the cost of coverage. Medicaid coverage
for former inmates reentering the community substantially impacts those offenders’
outcomes, with studies suggesting coverage may lead to double-digit drops in one-
year recidivism. Almost half of New Mexico’s population is enrolled in Medicaid,
but the state has seen rising violent crime rates even as it has significantly increased
its spending on core substance use services, suggesting additional barriers to the
utilization of effective substance-use disorder treatment and mental healthcare for
the Medicaid population. Notably, a 2019 report issued by the U.S. Health and
Human Services Department Office of the Inspector General found only 30 percent
of the nearly 10 thousand licensed behavioral health providers in New Mexico
provide services to patients enrolled in Medicaid managed care.

Quality of Life

Physical characteristics ofneighborhoods, particularly low-incomeneighborhoods,
play arole in crime and crime prevention. Infrastructure-based interventions, such
as “greening” vacant lots and increasing street lighting, can reduce crime and gun
violence. The primary mechanism through which New Mexico usually invests in
these types of interventions is capital outlay funding, but the process for allocating
those funds is not designed to prioritize investments based on outcomes. Notably,
some of the most dangerous areas have received relatively low investments in
these types of infrastructure.

Reducing Repeat Offenses and Recidivism

Justice Reinvestment

New Mexico’s prison population has been falling since September 2018 and had
dropped over 8 percent by March 2020, even before the impacts of the Covid-19
pandemic on adjudication and early releases. The unprecedented but sustained
reductions in population could provide significant cost savings. Incarcerating an
inmate costs an average of $49.6 thousand in FY21 and a lower population creates
an opportunity for the state to realize and reinvest those savings in improved
programming and resources. Although correctional officer and other vacancies
remain high, reductions in inmate populations allow the department to continue
operating its facilities safely, and sustained population reductions may render
many of these vacant positions unnecessary.

The Corrections Department (NMCD) has already realized substantial savings
from population reductions and high vacancies. In its FY22 and FY23 budgets,
the Legislature has prioritized reinvesting these funds in inmate programming,
reinvesting a total of $4.7 million in recidivism reduction programming and
supportive housing through NMCD and reprioritizing $1.6 million to other
agency budgets. Modernization of NMCD’s classification system is also likely to
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produce savings and provide benefits to both security and the agency’s ability to
offer effective programming to more inmates.

Prison Population. Population trends and admissions data suggest the inmate
population may be stabilizing after falling almost every month for over three
years. The total prison population averaged 5,703 in FY22, down 5.7 percent
from FY21 and 22.9 percent lower than the population high in FY16. However,
admissions to prison in FY22 increased for the first time since FY15, rising 2
percent compared with FY21. A total of 2,409 people were admitted to prison
over the course of the year, including 2,076 men and 333 women. This increase
was driven by new convictions, which rose 11 percent compared with FY21 and
made up 60 percent of total admissions compared with 55 percent in FY21.

Recidivism. Every year, NMCD releases around 3,000 offenders into communities
statewide. Reducing the rate at which these offenders commit new crimes
is a crucial component to improving public safety and, as such, serves as the
most important metric of NMCD’s performance. However, many offenders are
reincarcerated for technical parole violations or drug use, increasing costs to the
state but not effectively improving public safety.

The overall three-year recidivism rate of offenders released from NMCD’s
custody decreased 7 percentage points between FY21 and FY22, reflecting a
period of sustained improvement, although data quality issues make longer term
comparisons more difficult. This drop is primarily due to reduced recidivism due
to technical parole violations, which fell 6 percentage points between FY21 and
FY22, while recidivism due to new offenses remained relatively stable over the
same period. As a result, the agency’s improved overall recidivism rates likely
reflect changes in agency practices regarding technical violations or more effective
programming aimed at treating SUD, rather than improvements in programs
aimed at preventing offenders from committing new crimes.

Programming. NMCD has seen improvements in recidivism but still has a long
way to go. Low completion rates of evidence-based programs suggest NMCD
may need to focus not only on ensuring offenders receive services, but also on
ensuring offenders are consistently engaging in these services and that services
are consistent among prisons and security levels. The department should also
track metrics of success for participants and graduates of its programs and should
conduct evaluations to ensure programs are implemented as intended.

NMCD reports all recidivism reduction programs it funds for $100 thousand or
more are evidence- or research-based. The agency’s FY22 program inventory
included 26 programs, of which 12 (funded at a total of $5.3 million) were
evidence-based and 14 (funded at a total of $6 million) were research-based, with
the agency’s largest expenditures on the men’s and women'’s recovery academies
($3 million) and adult basic education ($2.4 million). Overall, the agency spent
about 4 percent of its budget for the Inmate Management and Control and
Community Offender Management programs (which provide most programming)
on evidence- or research-based programs.

The department may need to focus its attention not only on ensuring offenders
receive services, but also on whether offenders are consistently attending to enable

Recidivism Rates of
NMCD Drug Treatment

Programs
30%
\
\w--o
20%
10%
0%
N~ [ce] [« o — N
-~ N -~ N N N
> > > > > >
[T [T [T [T [T L

Residential Drug Abuse
Program (men and
women)

Men's Recovery Center
Women's Recovery Center

Corrections Spending
on Evidence or
Research Based
Programs,* FY22

$11M

= Evidence- or research-based programs
Other programs and expenses
*Includes only the Inmate Management
and Control and Community Offender

Management programs, which provide the
majority of programming.

Source: LFC analysis of NMCD FY22
program inventory



https://www.nmlegis.gov/Entity/LFC/Documents/Finance_Facts/finance%20facts%20corrections.pdf
https://www.nmlegis.gov/Entity/LFC/Documents/Finance_Facts/finance%20facts%20corrections.pdf

Justice and Public Safety

Judicial and Public
Safety Operating
Budget Growth vs

General Fund
FY14 to FY22
50%

40%
30%
20%

10%

0%

FY20
FYy21
FY22

0 © N~ 0 O
- - - - =
> > > > >
| W W | E N

FY14

Public Defenders

NMCD

DPS

District and Metro Courts

District Attorneys

e o o o o Total General Fund
Source: LFC files

Prison Admissions for
Drug Posession and
Prison Population
FY12to FY21

12% 8

Lo |
|““|||‘ 0
™ Yo N~ (o)} ~
- - = =
> > > > >

| I N T T

~

10%

I )
X R
N W A o o

percent of prison admissions
[}
<
average prison population (in thousands)

N
X
N

N
R

mmmm Percent of Admissions for Drug

Possession )
Average Prison Population

Source: NMSC

successful completion of the program. Only a fraction of participants complete
these programs, with a completion rate of just 36 percent across programs lasting
one year or less in FY22. Although all programs have some research or evidence
behind them, these programs must operate to fidelity, meaning they are run as
the model intends and their outcomes are in line with what is generally expected
from correctly run programs. NMCD reports on recidivism for just two of these
programs, which account for 36 percent of the department’s expenditures on
evidence- and research-based programs, but the remaining 64 percent of funds
were expended on programs whose outcomes are not tracked. Notably, MAT,
which has been demonstrated to be highly effective at addressing SUD, is mostly
unavailable in jails and prisons, despite an estimated 85 percent of prisoners
having an active SUD or being incarcerated for a crime involving drugs.

Improved reentry programming emphasizing areas such as employment, housing,
and behavioral health treatment are essential to ensure offenders effectively
reintegrate into communities. Resources for low-level offenders reentering
communities from both jails and prisons are scarce, and improved coordination
between jails and prisons to develop such resources could be impactful.

NMCD has made significant changes to its inmate classification system, but the
project to validate a new classification tool is ongoing. Significant delays due
to Covid-19 restrictions on prison visits have hampered the project, which the
department now estimates will not conclude until the end of 2023.

Judiciary Efficiency and Effectiveness

The judicial branch plays a key role in ensuring the swift and certain justice
necessary to effectively deter crime. Performance metrics like time to disposition,
age of cases, and the number of open cases help ensure the swiftness of
punishment remains as effective a deterrent as possible. Statewide, these metrics
have worsened in the wake of the pandemic, with most district courts’ time to
disposition increasing for criminal cases.

Judicial Productivity

In FY22, district courts’ time to disposition increased in both civil and criminal
cases compared with FY21, though administrators note FY21 was severely
impacted by community spread of the Covid-19 virus and limitation of in-person
activities. Compared with FY'19, average statewide time to disposition in district
courts increased in criminal cases by 33 percent.

In the 2022 session, the Legislature prioritized judicial branch funding, including a
17 percent salary increase for judges, and funding for pretrial services, monitoring,
and training.

Prosecution. The number of cases added to attorney caseload—an indicator of
caseload—in district attorney offices increased on average statewide but did so with
marked differences between rural and nonrural districts. The three most populous
districts had an average caseload decrease of 8.8 percent in FY22 compared
with FY21, while the other 11 districts saw an average caseload increase of 28.8
percent. Prosecutions rose on average 6 percent statewide in FY22 compared
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with FY21, but prosecutions remain persistently below prepandemic averages.
The number of cases referred to prosecutors decreased by 3 percent on average
statewide, and referrals are also far below prepandemic averages. The decline
in the number of prosecutions is a complex indicator, and it should not be
interpreted as a negative indicator of district attorney performance or cause of
increased crime. For example, a 2021 study found nonprosecution of nonviolent
misdemeanor offense led to a 53 percent reduction in the likelihood of a new
criminal complaint, and to a 60 percent reduction in the number of new criminal
complaints, over the next two years. Changes to the number of district attorney
prosecutions, if motivated by policy, could indicate an appropriate modification in
prosecutorial discretion that acknowledges the long-term effects of prosecution;
on the other hand, if motivated by a lack of resources, changes to the number of
prosecutions may indicate understaffing, overly burdensome workloads, or overly
complex procedural barriers.

Jails

During 2022, criminal justice stakeholders, including counties and the Public
Defender Department (PDD), raised serious concerns regarding staffing levels in
county jails, which hold individuals detained pretrial and those sentenced to less
than one year of incarceration. Between May 2021 and May 2022, the number
of correctional officers employed by county jails fell 39 percent, with vacancy
rates rising from 2 percent to 41 percent. Over the same period, the population
held in jails increased 41 percent. In August, Bernalillo, Otero, Chaves, and Curry
counties reported half or more of their positions were vacant. Insufficient staffing
levels result in unsafe conditions for inmates, staff, and the public.

Two memorials adopted during the 2022 session requested New Mexico
Counties convene a task force of stakeholders, including representatives from the
association, the Corrections Department (NMCD), and Administrative Office of
the Courts (AOC) to study the costs, benefits, and feasibility of transitioning the
state to a unified jail and prison system. Although the task force found unification
is not the best option for New Mexico at this time, it did identify smaller, targeted
efforts to address priorities and outstanding questions to improve the incarceration
system at both the county and state levels, including working together to improve
recruitment and retention and developing a training academy for detention staff
through NMCD’s training academy.

Decrease Burdens on Judiciary and Jails

Increasing swiftness of the justice system will require a two-pronged approach that
includes providing both sufficient investment in judicial programs and eliminating
overly burdensome and ineffective justice system processes that are not shown to
reduce crime. Reducing the number of defendants detained unnecessarily pretrial,
defelonizing low-level offenses, and eliminating burdensome administrative
functions like court fees are all strategies that should be pursued in New Mexico.

In September, AOC reported 206.3 thousand active warrants related to 185.5
thousand defendants in New Mexico, with the number of defendants with
outstanding warrants equal to almost 9 percent of the state’s total population. Most
of these outstanding warrants are for failure to appear (40.2 percent) or bench
warrants (40.1 percent), while almost 10 percent of warrants are nonarrestable

70

60

50

40

30

20

10

e Statewide e==2nd JDA

Cases Prosecuted
(in thousands)

2nd JD CMO begins
pandemic onset

FY19
FY20
FY21
FY22

Source: AODA

20

18

16

14

12

10

e Statewide e==2nd JDA

Cases Dismissed
(in thousands)

.
/ 5

k= @

b3 o

o Q

o) 1S

= 3

o g

a o

(o]
TWOON®O®O - N
v - N NN
>35> >35> > > >
(MR R i i i i i

Source: AODA




Justice and Public Safety

25%

20%

15%

10%

5%

0%

Public Defender
Department Vacancy

FY17

Rate

0 O O =

N - N N N

> > > > >

[T TR T TR T
Source: PDD

parking warrants. Of the active warrants, almost 27 percent were issued at least
20 years ago, with the oldest over 50 years old.

Court Fees. New Mexico has relied on an array of fees to defray the costs of
operating courts, law enforcement, and a variety of programs unrelated to criminal
justice. A total of 14 government programs rely on court fees to support their
function, and most fees do not fund judicial initiatives. Unpaid fees may result in
the issuance of a warrant and can lead to arrest if the payee is unable or unwilling
to pay. Court fees have an oversized burden on the poor, and court debt can cause
or contribute to a cycle of poverty and interaction with the criminal justice system.
Court fees are also expensive to administer and unstable. Studies of the court
fee collection rates have found that between 40 percent and 50 percent of court
fees are collected. A comprehensive cost-benefit analysis of court fees is difficult
because neither the judiciary nor Legislature collects data about the statewide
costs of collection.

Low-Level Offenders. Reducing incarceration for low-level offenses—especially
those related to substance use disorders—and reforming the state’s probation
and parole system to ensure offenders are not reincarcerated for technical parole
violations rooted in addiction would likely improve outcomes and generate savings.
Such reforms also reduce unnecessary burdens on the justice system, helping
prioritize areas known to promote the swiftness and certainty of punishment,
a known deterrent of crime. Offenders sentenced for drug possession offenses
comprise a substantial share of prison admissions, posing significant social and
financial costs to the state. New Mexico’s high rates of substance use disorders
and increasing illicit drug use suggest these trends will continue absent legislative
intervention.

Rights of Victims and the Accused

New Mexico’s high crime rates represent real damage to individuals and
communities. Evidence-based programs to address victim needs can ameliorate
some of the harm caused by crime and potentially prevent future crime. This is
especially true for children, victims of domestic violence, victims of sexual assault,
and traditionally marginalized communities. At the same time, the criminal justice
system guarantees those accused of crimes an adequate and effective defense, and
public defenders are responsible for most cases in New Mexico given the state’s
high level of indigence.

Victim Services. A wide body of research indicates most offenders were
themselves victimized. Meeting victim needs can, therefore, address both the
consequences of crime and one of its root causes. Further, adequately serving
victims may improve their cooperation with prosecutors, reducing criminal case
dismissals and increasing the certainty of justice. Issues with victim cooperation
are a leading cause of criminal case dismissals, with between 12 and 24 percent of
case dismissals due to issues with victim or witness cooperation. The 2nd Judicial
District Attorney’s Office, in Bernalillo County, further reports such issues were
responsible for almost half of cases for crimes against persons the office declined
to prosecute between FY17 and FY22 and almost 30 percent of crimes against
property it declined to prosecute. Unfortunately, the state’s existing victim services
are sometimes insufficient to meet its high need.
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Public Defense. In January 2022, the American Bar Association released a report
on New Mexico’s public defense caseload and staffing levels. The report found
the Law Offices of the Public Defender would need to increase its attorney FTE
by over 100 percent to meet the standard of reasonably effective assistance of
counsel guaranteed by the Sixth Amendment of the U.S. Constitution.

For more info:

In FY22, PDD used contract attorneys for 34 percent of case assignments. When

Courts and Judicial Agencies

compared with contract attorneys, PDD’s in-house attorneys get more charges Performance
reduced, refer more cases for alternative sentencing placement, and take less time Page 137

to resolve cases. PDD currently does not require contract attorneys to regularly
close cases in the case management system, likely resulting in underreporting.
This may contribute to poor outcomes for contract attorneys, but the agency also
notes low base rates result in attorneys dedicating limited time to cases, which
also leads to poor outcomes.
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Annual Capital trong state revenues and an influx of federal dollars have

Appgcpriations by Fund supported historically large investments in capital projects
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Severance Tax Bonding in recent years. However, supply chain disruptions, rising
Capacity construction costs, and systemic issues unique to New Mexico’s

(in thousands) . .
approach to financing public infrastructure present hurdles to
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Demand for infrastructure dollars continues to exceed bonding capacity, the usual
funding source for capital investments, even as state revenues surge. Capital
outlay needs from state and local entities for the 2023 legislative session exceeded
estimated severance tax bonding capacity by more than 200 percent, with roughly
$3.6 billion in requests or priority needs compared with roughly $1 billion in
bonding capacity. As of December 2022, requests included $243.3 million from
higher education institutions and special schools and $808.3 million from state
agencies, while infrastructure capital improvement plans submitted by local entities
included $2.6 billion in unfunded needs for priority projects in FY24. With unspent
balances from previously funded projects rising, the Legislature should consider not
only need in its funding decisions but the capacity of state agencies, local entities,
and the private sector to spend additional funds and complete projects. Additionally,
general fund surpluses could allow lawmakers to prioritize the most critical capital
needs with cash investments and avoid the need for debt financing for most projects.

Such a strategy would make funds

Capital Outlay Appropriations and Expenditures available to projects more quickly and
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2022 after two application cycles did not result in substantial commitments to new
projects. At the start of FY23, uncommitted balances in the public schools capital
outlay fund reached $539 million. Changes to funding formulas, offsets
from legislative appropriations, improvements in school facilities, and

. Additional Capacity in State Buildings Due
pandemic-related disruptions all suppressed demand. DAy 9

to Vacancies and Telewaork
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Adapting to the Modern Workforce asa
State government has a significant physical footprint, with roughly 22 million
square feet of owned and leased building space. This building space costs the state
approximately $158 million each year in maintenance, utilities, and rental costs.

Yet, much of this space is unused, a problem that predates the telework trend.

Long before the pandemic, state agencies were underutilizing available space.
Underutilzation has been partially caused by agencies using the count of budgeted
full-time employees (FTE) as a benchmark for space needs despite the number
of filled positions being 21 percent lower than budgeted FTE. Underutilziation

A ClOsel‘ State Facilities and Space Utilization

An October 2022 LFC report, Program Evaluation: State Facilities and Space Utilization, concludes New Mexico pays up to $18
million a year for unoccupied office space due to vacancies and telework. The report found the state lacks a systemwide policy, future
goals, or updated space standards regarding telework, recommended best practices from the U.S. Government Accountability Of-
fice. The General Services Department’s Facility Management Division (FMD) is not fully exercising its statutory authority to oversee
agency use of state building space, and despite longstanding authority to do so, the state has not enacted building use fees to incen-
tivize agencies to manage space efficiently. Additionally, though it is moving slowly to adapt its footprint to a smaller workforce and
new work environment, the state is planning a new $221.6 million executive office building that includes a $47 million underground
parking garage. The agencies expected to occupy the new building have high rates of telework, and LFC staff observed hundreds of
unused parking spaces around the state capital campus.

The report recommends FMD establish rules for determining whether agencies are effectively using their assigned space, whether
requests for additional space are needed, and for reassigning space unused by agencies, and that the state change its space plan-
ning standards within the next fiscal year to plan building space needs based on funded full-time employees. The report further rec-
ommends piloting a building use fee schedule and reconsidering plans and cost estimates for the executive office building to reflect
telework practices of the expected occupants and current construction costs.



https://www.nmlegis.gov/Entity/LFC/Documents/Program_Evaluation_Reports/11-15-2022%20Space%20Utilization%20Report%20FINAL.pdf
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Outstanding Appropriations in
Select Agencies and Local Entities

Outstanding

Active Balance
Agency Projects (in thousands)
Department of 1,296 $479,474
Finance and
Administration
General 76 $205,243
Services
Department
Indian Affairs 424 $143,259
Department
Department of 334 $159,050
Transportation
Environment 403 $128,754
Department
New Mexico 75 $56,823
State University
University of 79 $79,607
New Mexico
Albuquerque 410 $141,067
Navajo Nation 294 $69,341
Bernalillo 147 $41,569
County
Taos County 17 $27,280
Santa Fe 37 $24,411
Las Cruces 52 $21,321
Albuquerque 294 $17,223
Public Schools
Santa Fe 53 $15,323
County
Sandoval 27 $14,958
County
Gallup 22 $13,337
Roswell 15 $11,665

Percent Expended of Appropriations to
Statewide, Local, and Higher Education Projects

Source: CPMS, as of Sept. 2022

has been exacerbated by lower levels of filled positions and more recently
by post-pandemic telework. Based on August 2022 data, up to 38 percent
of state employees telework some amount of time on any given day. Over
multiple site visits in the summer of 2022, LFC program evaluators found
entire office buildings and several building floors of unused office space.
All the employees of one agency occupying a building with a $1.2 million
annual lease continue to telework, and the agency had no existing return-to-
work plan.

New Mexico is at a crossroads, where the state could return to a prepandemic
level of office use or reduce its building square footage in response to fewer
employees and increased telework practices. While other states have reduced
facilities footprints and lease costs in response to telework, New Mexico is
paying up to $18 million statewide for unoccupied office space because of
vacancies and telework.

Opportunities to Improve Local Project Success

“Local” capital projects are sponsored by individual legislators and the
executive, who receive requests for funding from municipal and county
governments, political subdivisions, and other entities. Local capital
appropriations benefit the state and its communities by providing direct
support for local priorities at no cost to municipalities, county governments,
and other public entities. When completed, projects improve New Mexicans’
economic prospects and quality of life. However, numerous obstacles
prevent completion of projects in a timely manner—or at all. For years, the
state has not lacked clarity on the sources of these obstacles or potential
solutions. What it has lacked is action to implement solutions. Without
such action, the state will continue to struggle to maximize the impact of
capital funds on community well-being. Lawmakers have an opportunity
to pursue improvements to the system and, in doing so, to help ensure the
unprecedented revenues available for infrastructure make a meaningful
difference around the state.

Establishing a Centralized Infrastructure Office. Limited capital
outlay dollars are often appropriated to projects for which other dedicated
funding sources exist, including grant funding. Due to a lack of centralized
infrastructure planning, capital outlay dollars are not used
strategically to supplement such sources for communities or
projects of greatest need. This can contribute to geographic

inequity, lead to project delays, and increase overall costs,

Source: CPMS, as of Sept. 2022

Statewide Higher Education Local . L .
Year Projects Projects Projects particularly when communities opt to chase capital outlay
0 0 o dollars year after year to fully fund projects. For example,
2019 79% 85% 62% y y y proj p
2020 49% 17% 37% water and wastewater projects are among the most common
() (V) (4 . .. .
2021 g~ vy oy capital outlay appropriations even though other dedicated
> > > funding sources exist, including underutilized federal funds,
2022 2% 3% 0% £ 8
° 2 ° and despite the fact that these are typically expensive projects
Total 36% 35% 29% that are difficult to fully fund through capital outlay. The

average capital outlay appropriation to water projects was
roughly $298 thousand in 2022. In comparison, the average
project award from the Water Trust Board was $2.1 million.
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A standalone infrastructure office could be established to conduct statewide
needs assessments to guide funding decisions; to provide project development
assistance for local entities; to coordinate and navigate state and federal funding
opportunities; to coordinate or provide grant writing, grant administration, and
project management support; and to otherwise support timely project completion.
Currently, though state agencies conduct oversight of local capital appropriations
to ensure funds are spent consistent with legislative intent, no one within state
government is expressly charged with ensuring projects reach full funding, are
completed, and put into service for the public.

After creating such an entity, the Legislature could direct it to return to the body
at a specified date with recommendations on the scope of its duties and improved
alignment of capital functions within other agencies to improve efficiency and
outcomes resulting from capital appropriations.

Completing Existing Projects. Rising construction costs, supply chain issues,
and labor shortages are contributing to project delays, forcing entities to reduce
project scope, and jeopardizing project completion. Compared with other funding
sources, capital outlay has limited flexibility to address shortfalls during the course
of a project, and the state does not currently have a systematic way of identifying
projects that are delayed by inflation-driven budget issues. Additionally, capital
outlay projects often receive only partial funding. Piecemeal funding makes it
difficult to secure contractors, strains local and state agency project management
capacity, contributes to project delays, and can drive up overall costs. To address
these issues, the Legislature could make appropriations to several existing funds
that could be utilized to fill gaps for priority project types, including water systems
and transportation. Legislators could also prioritize their individual discretionary
funds to complete high-priority projects experiencing relatively minor shortfalls
and to new projects that can reach full funding with available capital appropriations.
Coordinating with other lawmakers with shared constituencies makes it more
possible to fully fund projects with discretionary funds.

Improved Vetting of Local Requests. Legislators receive a large volume of
requests and must make funding decisions quickly with limited staff support. This
makes vetting requests for need, quality, and readiness difficult and inconsistent.
As aresult, many projects are funded before planning is complete, before they are
ready for construction, without consideration of local financial and managerial
capacity to execute the project, and with appropriations that represent only a
fraction of the total cost of a phase or the project as a whole. Piecemeal funding
can delay projects and increase overall costs. Approximately 40 percent of the
nearly 1,300 projects to receive capital outlay funding in the 2022 capital bill
received 50 percent or less of requested funds. Legislators could voluntarily
apply vetting criteria recommended by legislative staff when considering requests
and implement vetting during the bill process, with staff support.

Project Management and Oversight. Both state agencies and local governments
play a key role in managing projects to completion, and a lack of capacity at both
levels can negatively impact projects. Currently, management and oversight of
capital outlay projects is distributed across numerous state agencies with varying
capacity to provide effective project management and technical support to local
governments. What capacity exists is strained by the sheer volume of active

Recommended Local Project
Vetting Criteria

v Project reduces health and safety
hazards or provides key infrastruc-
ture for economic development;

v Project is a top-three priority on a
public entity’s ICIP;

v Total project cost is based on esti-
mates provided by a contractor, en-
gineer, architect, or other qualified
professional;

v'Land, property, rights of way, or
easements required to begin con-
struction have been acquired;

v Request fully funds the project or a
functional phase;

v Funding requested could not be se-
cured through other sources;

v Entity has committed some local
revenues to the project.

inance Facts:

apital Outlay
Process

For more info:

General Services Department
Performance
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projects, which has increased with rising revenues. Additionally, limited technical,
financial, and administrative capacity at the local level makes it difficult to access
funding for projects from sources other than capital outlay and to keep projects
moving. Targeted and relatively minor staffing increases in key agencies, such as
the Environment Department, Department of Finance and Administration, and
Indian Affairs Department could improve support available to local entities, as
could appropriations for capacity building among technical assistance providers,
such as the Councils of Governments.

Public School Capital Outlay

. . The 1999 Zuni capital outlay adequacy lawsuit, which found the prior practice of
Public School Capital . . . . .
Outlay Fund locally funded school construction was unfair to property-poor districts, remains
Uncommitted Balance open despite the state’s investment of $2.6 billion since the ruling to improve
(in millions) school facilities. In 2015, plaintiff school districts asked the 11th Judicial District
$600 Court for a status hearing on new claims of inequity in capital resources. The
district court ruled in favor of the plaintiffs and denied the state’s motion to
$500 reconsider the ruling. The state is now in the process of appealing the district
court’s ruling.
$400 . .. . .
At the same time, recent applications to the state’s public school capital outlay
$300 fund—created to address the Zuni lawsuit—have dwindled, while growth in
oil and gas revenue has expanded the state’s capacity to finance school facility
projects. Legislated changes to funding formulas, outstanding legislative offset
$200 balances, improvements in overall school facility conditions, and pandemic-
related disruptions have all contributed to reduced demand for state funding and
$100 uncommitted balances in the public school capital outlay fund exceeding half a
billion dollars.
. Il
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Ty Formula Changes. In 2019, the Legislature created a new formula that shifted
o more of the burden for financing public school capital outlay to property-
wealthy districts with a formula to be fully implemented by FY24. And in 2021,
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the Legislature removed deductions for federal Impact Aid payments to school
districts with federal property from the school operational funding formula,
allocating $66 million in new money primarily to Zuni plaintiff districts for capital
outlay, Indian education, and at-risk student programs.

Both changes were intended to establish greater equity among districts in response School Facility

to the Zuni lawsuit. However, these legislative actions likely shifted the balance of Conditions
resources too far; many districts are having trouble affording their local share of 70%

projects, while Impact Aid districts are ramping up their own capital outlay projects. 60%

Legislative Offsets. By law the Public School Capital Outlay Council (PSCOC) 50% N
must reduce, or “offset,” state awards for school capital outlay when the district 40%

receives a direct appropriation from the Legislature. Offsets accumulate over time
and have become cost-prohibitive credits against some district awards. Legislators
often give school districts direct appropriations in annual capital outlay bills, 20% ~~
sometimes unintentionally creating an offset. While districts have the option to
refuse these appropriations, few do so.

30%

10%

00/0
While originally intended to promote equity between districts with differing levels
of individual legislative support, offsets have discouraged some districts from
applying to PSCOC for funding. The Legislature should consider whether decades- s Facilities Condition Index
old direct legislative appropriations are still relevant to current projects and whether (FCh

offsets are the appropriate mechanism to promote equitable access resources.
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FY20
FY22

e \Veighted New Mexico
Condition Index (WNMCI)

oys . o .. .. *FCI and wNMCI methodology change
School Conditions. New Mexico’s school facility conditions have significantly

improved since the Zuni lawsuit. PSCOC uses two indices to measure the condition
of a school building—the facility condition index (FCI), a ratio of the cost of
repair and improvement against the cost to replace the facility, and the weighted
New Mexico condition index (wNMCI), an FCI score that includes additional
weights for educational adequacy. For both, a lower number reflects a building in
better condition, and these indicies are used to rank projects for priority funding.
Generally, PSCOC considers replacing rather than renovating and repairing a
building with an FCI greater than 60 percent.

The state’s investment has improved the statewide average FCI from 70
percent in FY04 to 50 percent in FY22. Furthermore, the average wNMCI for

For more info:

all school districts has improved from 40.5 percent in FY05 to 23.5 percent in Information Technology
FY22, and more schools are leveraging tools provided by the Public School Projects Performance

Facilities Authority (PSFA) to improve maintenance. PSFA’s facility maintenance Page 161
assessment report suggests statewide average maintenance quality is meeting 72

percent of benchmark practices—meaning most facilities are maintained at a level

that will help systems reach their full expected building life.

Public School Capital Outlay Initiatives

Pandemic Aid. Federal emergency relief for public schools during the pandemic
authorized the use of funds for educational technology and facility improvements
relating to air quality. Given spending deadlines for federal funds, many schools
have budgeted emergency aid for computers, Internet connectivity, and heating,
ventilation, and air conditioning systems. Some districts have also leveraged
federal funds to build athletic fields or career technical education (CTE) facilities.
Although federal dollars have alleviated some pressure from PSCOC to award
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funds for similar purposes, these current infrastructure investments will increase
demand for replacements and upgrades moving forward.

School Safety. Although PSCOC’s school safety and security initiative ended
in FY22, recent school shootings have reignited concerns relating to school
security infrastructure. PSCOC’s previous security initiative was administratively
burdensome, requiring PSFA to oversee hundreds of small security projects that
took years to begin. Rather than creating a standalone PSCOC program for security
insfrastructure, the Legislature should consider providing a distribution similar to
the $75 million state allocation provided formulaically to school districts in Laws
2022, Chapter 53, to expedite project timelines and reduce administrative burdens.

Other Facility Needs. In response to community demand, school districts
have begun expanding CTE facilities to address business workforce needs and
prekindergarten classrooms to address early childhood care and education needs.
Prekindergarten classroom awards have slowed due to low enrollment during
the pandemic, legislative offsets, and difficulties with meeting local match
requirements. With significant uncommitted balances in the public school capital
outlay fund, the Legislature has an opportunity to consider expanding uses of the
fund for these facilities in the short run.

Information Technology

Demand for IT upgrades and replacements has grown over 180 percent since
FY20, with an estimated $215 million requested for enhancements or upgrades
for FY24 compared with just $75 million in FY20. Of this total, the state share
requested has increased 77 percent, from $57.9 million in FY20 to $102.8 million
for FY24. Additional federal funding opportunities have also helped expand these
efforts, with an estimated four-fold increase in federal participation expected for
state IT projects, from $16.3 million in FY20 to $81.5 million in FY24.

The increased demand for modernization projects, replacement projects, and
new priority systems was likely exacerbated by the Covid-19 pandemic response,
which highlighted the need for remote and secure access to education, business, and
healthcare services. Demand for new databases has also grown; several agencies
are requesting new databases to improve data analytics and reporting capabilities to
guide decision-making processes. However, limitations in state agency capacity for
project management and delays among existing projects pose concern that systems
being built will be obsolete by the time they are complete. In response, many
agencies are using modular strategies—which allow individual system modules to
be changed or upgraded without affecting the whole system—and are developing
cloud-based systems to allow ongoing upgrades and maintenance to prevent quick
obsolescence.

In addition to priority IT system or software projects, statewide broadband and
cybersecurity initiatives have received growing attention in response to increased
demand for remote access at schools and businesses and a growing prevalence
of cyberattacks and breaches. The state and DolT should prioritize projects
and overarching planning efforts in areas of IT modernization, broadband, and
cybersecurity to ensure high return on investment, to best leverage the existing state
funding, and take advantage of new federal funding opportunities. To support DolT



https://www.nmlegis.gov/Entity/LFC/Documents/Finance_Facts/finance%20facts%20icip.pdf

Public Infrastructure

in its role as overseer and service provider, the state should work to identify and
expand project management capabilities across the state’s IT workforce to ensure
adequate capacity to manage a large portfolio of IT projects and strategic initiatives.

Broadband

During the Covid-19 pandemic, DolT and other entities faced a changing
broadband landscape and increased need during closures of schools, government,
businesses, and critical health and social service entities. In total, the state has
seen an investment of nearly $300 million in state and federal funds for broadband
expansion and planning efforts at state agencies, though very little has been spent.
Spurred by the pandemic, DolT invested in emergency connectivity and planning
using a $10 million capital outlay appropriation for rural broadband. Further,
the Legislature took action in 2021 to create new broadband governance through
the Broadband Access and Expansion and the Connect New Mexico acts, which
created the Office of Broadband Access and Expansion (OBAE), the Connect
New Mexico Council, and the connect New Mexico fund, which was appropriated
$100 million. Additional funds were appropriated throughout 2021 and 2022 to
support broadband statewide. A director for the office was brought on in July
2022 and the office is fully staffed as of November 2022. Further, OBAE has met
deadlines to apply for some new federal broadband grant programs.

Still lacking from OBAE, however, is an overarching strategy and
plan to spend existing broadband appropriations and coordinate
the various public and private broadband expansion efforts
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million in FY23 and $19 million of a $20 million appropriation for broadband
and cybersecurity from 2022. DolT has identified the need for recurring funding
in future years to support cybersecurity at appropriate levels, and the agency is
seeking $5 million in additional operating funds for this purpose for FY24. DolT
is also working to develop a cybersecurity plan to address strategic initiatives and
to meet requirements for new federal grant programs. Further, to support these
planning efforts, the Office of the Governor established a cybersecurity committee
in September 2022 to include representation from DolT, the Department of
Homeland Security, the Higher Education Department, and other local expertise,
which should improve planning and oversight capabilities of the state. In the long-
term, the committee and DolT will need to address or amend policy in areas of
data governance, incident reporting, information sharing, and asset management
to ensure policies align with recommended best practices.

Project Management and Oversight

DolIT has established some processes aligned with best practices to help oversee and
manage state agency IT projects. For instance, the DoIT IT project data dashboard is
available on the agency’s website and has improved accountability and transparency
for state IT projects. However, the dashboard contains self-reported information
from agencies and is limited in the amount of information that can be uploaded.
As part of its FY24 priorities, DolT is seeking to modernize its enterprise project
management office to obtain greater efficiencies for document submission, allow
additional data analytic capabilities, and shift focus from document management to
project oversight and strategic planning. This and other efforts to improve project
management practices for IT should align with best practices by establishing
more formal governance and accountability structures and a more comprehensive
oversight process, especially as the state continues to see an increased prevalence of
high-cost, long-term projects, which pose more risk.

Further, DoIT should assess the state’s capacity for managing new federal funding,
including new grants established for broadband, and for providing cybersecurity
support at the state and local level. For instance, only 35 current positions in state
government are explicitly for cybersecurity. This lack of skilled employees and
project managers is exacerbated by the growing demand for these professionals
and, therefore, the growing competition with the private sector. DolT and the new
Office of Broadband Access and Expansion will be tasked with managing a grant
portfolio, both for those grants received to the office by the federal government
and for grants administered by the office to other entities. This need for qualified
project managers is reflected in the capital outlay sector as well, and the capacity
for managing and administering needed funds should be shored up to meet
growing demand for these initiatives.

Transportation Infrastructure

Although both the state and federal governments have significantly increased
funding for road infrastructure, continuing cost escalation could limit the ability
of the Department of Transportation (NMDOT) to make strategic investments.
The department reports project bid prices routinely surpassed engineer’s estimates
of projects costs in FY22, with quarterly average bid-over-estimates amounts
ranging from 18 percent in the first quarter to 36 percent in the fourth quarter.
Collectively, NMDOT estimated the cost of the 42 projects put to bid in FY22
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at $348.9 million, but actual bids came in at $436.1 million, an underestimate of
$87.2 million, or 25 percent. While the gap between estimates and bid prices has
narrowed, this is largely because of upward revisions to engineers’ estimates to
reflect price increase, rather than a reduction in bid pricing.

Meanwhile, many local governments struggle to bring projects to completiton. Of
the $300 million in capital outlay funding for small, local transportation projects
currently outstanding, $147 million is tied up in 313 projects that have been
delayed or where there is little evidence of ongoing activity. Disparate funding
streams for local road projects—with state money flowing through the local
government road fund, the transportation project fund, and through direct capital
outlay appropriations—add complexity to the system, and improved coordination
could make it easier for local governments to apply for road funding.

Road Funding

While revenues into the state road fund have been strong in recent years, revenues
have not kept pace with the cost of construction. From FY 18 to FY22, state road
fund revenues grew by 17.4 percent, driven largely by new revenue from the
motor vehicle excise tax, but construction costs, as measured by the Federal
Highway Administration’s National Highway Construction Cost Index, increased
by 24.6 percent over the same period. However, the state is projecting savings as
debt service payments fall from $175 million in FY23 and $194 million in FY24
to about $111 million in FY25 through FY30.

NMDOT’s operating budget consists primarily of revenue from the federal
government and from the state road fund, which receives tax revenue from
gasoline and diesel sales, taxes and fees on commercial trucking, and vehicle
registration fees. Generally, major road construction projects are funded with
federal dollars, with state road fund revenue used to meet matching requirements,
for maintenance activity, and to support department administration.

Revenues from gasoline taxes, at one time the largest source of state road fund
revenue but now second to taxes on diesel, have been largely flat for the last five
years. Although the department expects gasoline tax revenue to remain stable in
the near future, increasing fuel economy poses a challenge to revenue for road
projects. Additionally, NMDOT has begun planning for the expansion of electric
vehicle charging infrastructure, backed by $38 million in federal funds and $11.5
million in state funds. As consumers shift away from gasoline powered vehicles in
favor of electric vehicles, the state will lose a major source of revenue traditionally
used for road funding.

Nonrecurring Investments

The Legislature has recognized NMDOT’s recurring revenue sources have not
been enough to maintain New Mexico’s roadways while investing in larger
improvements. Deteriorating conditions showed in NMDOT’s performance
reports, where the department reported the number of lane miles in poor condition
grew from 3,783 in 2018 to 4,420 in 2019, and 6,805 in 2020. To reverse this
trend, the Legislature has appropriated more than $1.3 billion since 2019 to
NMDOT for statewide investments in transportation infrastructure, largely for
construction and maintenance projects on state roads, but also for smaller projects
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at the local level, to improve highway rest areas, and for the department to replace
aging equipment.

This funding has enabled the department to plan, design, or construct 80
major investment projects—large investments designed to expand capacity or
significantly improve existing infrastructure—across the state. So far, only a
small number of major investment projectshave been completed. These projects
are typically multi-year efforts and blend several funding sources, including
federal highway funds, revenue from the state road fund, and direct capital outlay
appropriations in some cases. According to information from NMDOT, it can
take more than a year from project funding to when a project is put out to bid.

The long timeframes for these projects has proved challenging but the department
is making progress on road conditions. After many years of reporting worsening
conditions of New Mexico’s roads, NMDOT reported significant improvements in
road conditions, with the number of lane miles rated in poor condition falling from
6,805 in 2020 to 1,451 in 2021. The department credits both additional resources
for road maintenance and improved data collection for the improvements.
Additionally, NMDOT reports cost escalations have left funding gaps in high-
priorirty department projects. In some cases, projects partially funded by previous
special transportation appropriatons face funding gaps for the next phase of
construction. As a result, NMDOT is prioritizing funding currently planned and
designed projects, rather than undertaking new projects.

However, the department has undertaken some long-term planning activity. With
a $20 million appropriation from the Legislature, the department has begun
planning for expanding the capacity of Interstate 40. The department reports
heavy traffic volumes and notes accidents and lane closures can lead to significant
delays. The department has contracted with an engineering firm to identify how to
divide the project into manageable phases and began public meetings in the fall.
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he impacts of climate change are forcing New Mexico’s

natural resource management agencies to plan for a

much drier, hotter future. While the agencies responsible
for managing the state’s water resources have made progress
toward improving both the efficiency of the state’s water systems
and quality of the water supply, many challenges remain.
New Mexico’s energy policy, historically driven by fossil
fuel extraction, is adapting to a changing and, in some cases,
expanded role as the federal government works to wean the
energy grid off fossil fuels. Using evidence-based, data-driven
practices to shape how state policy manages water, land, energy,
mineral, and natural resources will be critical to delivering the
prosperous future citizens of New Mexico deserve.

Water Quality, Management, and Planning

While 91 percent of nontribal water system customers, or more than 1.7 million
New Mexicans received drinking water that met all health-based standards in 2022
based on the Environment Department’s (NMED) sampling of 570 community
water systems, almost 190 thousand did not. To ensure all New Mexicans have
access to safe water, the state’s water management agencies will likely need
additional funding to grow and maintain the technical workforce of water system
managers, plant operators, and project managers to fulfill their mission and oversee
critical infrastructure improvements needed to ensure a safe and reliable water
supply. Proposed changes to the federal government’s water quality standards
will also present a daunting task for the agencies charged with protecting New
Mexico’s drinking water. In addition, New Mexico’s tribal nations and pueblos
will need to invest further in water and wastewater systems. A majority of New
Mexico households without running water, or with water that does not meet clean
drinking water standards, live on tribal land.

Drought Management and Water Planning

Despite the early onset of summer rains in 2022, New Mexico continues to
face prolonged drought that stresses water users and natural systems across the
state. While water scarcity is by no means a new challenge for New Mexico,
weather trends have exacerbated the situation, necessitating innovation in water
management that will help the state adapt to its new reality. The state climatologist
says the effects of climate change and a semi-permanent high-pressure system over
the West can be seen in New Mexico’s intensifying long-term drought and rising
temperatures. Leadership at the Office of the State Engineer (OSE) is working to
refocus the agency’s priorities on big-picture planning and investments that can
mitigate the impact of water scarcity on New Mexico’s residents and economy.

Impacts on Agriculture. In July 2022, the Rio Grande ran dry in Albuquerque for
the first time in 40 years, and concerns around agricultural use of water predictably
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Climate Change Impacts on
Water in New Mexico

In March 2022, the New Mexico
Bureau of Geology and Mineral
Resources (NMBGMR) published
the report Climate Change in New
Mexico over the Next 50 Years
specifically focused on the impacts
on water resources. The report syn-
thesizes peer-reviewed research on
and formed the theoretical framework
for drafting the 50-year water plan,
which made policy recommendations
for the governor and the Legislature
to consider as the state grapples with
the challenges of the energy transi-
tion and a warmer, more arid future.

Oil and

Natural Gas
Production
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Active Water Resource
Management (AWRM)

AWRM refers to the systems and
tools needed to enable the State
Engineer (OSE) to actively manage
the state’s limited water resources.
In New Mexico, the state constitution
makes priority of right the basis for
water administration. Priority admin-
istration remains an undesirable out-
come because it would mean senior
water right holders would get their
entire water allocation before junior
water right holders received any. To
avoid this outcome, OSE is empha-
sizing the need for efficient use of
water already in the system, while
also exploring options to expand the
state’s available water supply. Pro-
longed drought in recent years has
forced OSE to recognize that, should
it become necessary to conduct pri-
ority administration, the tools needed
for AWRM do not exist at scale. The
tools needed include statewide mea-
suring and metering, revised rules
and regulations, the creation of water
districts, appointment of water mas-
ters, and development of water mas-
ter manuals.

received increased attention. In 2020, the state’s agricultural industry was valued
at $3 billion and was estimated to account for 13 percent of the state’s gross
domestic product. However, while agriculture supports an estimated 51 thousand
jobs statewide, it accounts for 75 to 80 percent of the state’s consumptive water
use. Agriculture production choices have faced increased scrutiny as well, dairy
and pecan farms, among the highest grossing sectors, are water-intensive, and
not necessarily suited to New Mexico’s arid climate. As the state looks to adopt
policies that require reductions in consumptive water use, the agricultural industry
must be a partner.

50-Year Water Plan. In the draft 50-Year Water Plan, prepared by the OSE and
Interstate Stream Commission (ISC), recommendations are centered on improving
and protecting groundwater and watershed health, modernizing water management
practices and infrastructure, and engaging a wide array of stakeholders in ongoing
water planning and research. The draft plan does not, however, include specifics
such as the cost of projects or proposed investment levels needed to achieve the
goals it lays out.

Water Policy and Infrastructure Task Force. A report by the governor’s Water
Policy and Infrastructure Task Force was published with recommendations
in December 2022. Based on the report and recent discussions with interim
committees, it is apparent that the OSE and ISC will be called upon to take a more
active role in water planning and project development, as well as compliance
and enforcement. The task force’s report calls for an interagency water project
review team to develop and implement a process for vetting water-related capital
outlay funding requests. The proposed Water Infrastructure Projects Authority
would evaluate proposals using standards-based criteria and establish a definition
for project eligibility. It would be responsible for scoring projects and providing
the Legislature with prioritized recommendations for funding on an annual basis.
This proposal aligns with a previously published LFC program evaluation that
provided similar recommendations.

Regulatory and Legal Challenges

PFAS. Per- and polyfluoroalkyl substances (PFAS) continue to be high profile in
the Environment Department’s (NMED) Water Protection Program (WPP) ongoing
efforts to identify and address emerging contaminants. New Mexico initiated
litigation against the U.S. Air Force after PFAS groundwater contamination was
discovered near Cannon Air Force Base in 2018. Although never detected in
the drinking water supply, PFAS was found in livestock and the contamination
put at least one dairy producer, who was required to destroy their entire herd,
completely out of business. Used in fire suppression extensively by the Air Force,
PFAS are a family of “emerging contaminants” in wide use since the 1940s but
with environmental and human health risks not yet fully understood. PFAS do not
readily break down and can, therefore, accumulate and remain in the human body
and the environment for long periods of time.

WPP began incorporating PFAS monitoring into groundwater discharge permits
and federal surface water discharge permits in February 2021 and is coordinating
with outside experts to explore anticipated impacts resulting from proposed changes
in the federal regulation that would classify PFAS as a hazardous substance. That
classification, if adopted would reignite New Mexico’s stalled litigation against
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the U.S. Air Force. NMED and the Office of the Natural Resource Trustee are also ] ]

. . . New Mexico Field
preparing court actions against the U.S. Department of Energy and Department of Production of Crude
Defense for historic PFAS use at Air Force bases and national laboratories. oil
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development of renewable energy resources. State implementation of the Energy
Transition Act of 2019 continues to increase the share of electricity produced
by renewable resources. However, some industries have not made the progress
they hoped for. The Federal Infrastructure Investment and Jobs Act (IIJA) and
Inflation Reduction act (IRA) provided significant funding to develop renewable
energy resources. It remains to be seen whether New Mexico can leverage these
opportunities to aid in the transition to a “clean energy economy.”

Cumulative Number of
Renewable Energy on Trust Land Wells Plugged, FY22
The State Land Office, which generates income for a specific set of state 60 160,000
beneficiaries from activities on constitutionally designated trust lands, makes the 140.000
overwhelming majority of its income from oil and gas activity but is increasingly 50 '
generating income from land use leases with renewable energy companies. Unlike 120,000
traditional trust land leases, the leases for wind turbine fields are structured to 40 o
include either a set fee per turbine or a share of income, whichever is greater, 100,000 =
once energy is being generated. Income from renewable energy leases in small 2
part offsets a decline in oil and gas lease “bonus” income, which dropped from 30 80,000 §
$107 million in FY18 to $21 million in FY22 largely because almost all trust land 60,000 5
parcels in the high-value Permian Basin are leased. Oil and gas producers pay an 20 é
upfront bonus for the right to lease trust land; with fewer parcels available, bonus 40,000
income has dropped. 10

20,000

Renewable energy represents a small but rapidly growing sector in the trust land 0 I 0
portfolio. From January 2019 through September 2022, annual revenue from Q2 Q3 o4
renewable leases on state land increased 1,400 percent, and the number of active
leases increased 208 percent. However, dollar amounts are still limited compared ====Average cost per well
with oil and gas. Wind energy leases, the bulk of the renewable energy leases,
generated $11.3 million in revenue in FY22, just a little over half the diminished

oil and gas bonus amount. Nevertheless, the office expects long-term returns to
total in the hundreds of millions over the life of several projects. The agency is
in the process of developing a model to generate a more accurate projection of
renewable energy income.
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Increased Oversight of the Oil and Gas Industry

New Mexico continued to see record-breaking oil and gas production in 2022.
While the revenues generated from this industry have helped pad the state’s
coffers, it also increased drilling activity, which resulted in a greater workload
on regulators. Along with NMED, the Energy, Mineral, and Natural Resources
Department’s (EMNRD) Oil Conservation Division (OCD) shoulders much
of the regulatory workload for this industry. OCD gathers oil and gas well
production data; permits new oil, gas, and injection wells; enforces the division’s
rules, orders, and state oil and gas statutes; and ensures that abandoned wells are

properly plugged.

Methane and Ozone Precursors. In early 2022, Environmental Improvement
Board concluded a multi-year joint project between NMED and EMNRD to
reduce methane emissions from the oil and gas industry with the adoption of
NMED regulations that require oil and natural gas producers to replace pneumatic
controllers, which release a significant amount of methane and ozone contaminants
as they control temperature, pressure and other production, with zero-emission
alternatives. New Mexico is one of the top 10 states for greenhouse gas emissions
per capita, in large part because of natural gas production, and the U.S. Energy
Information Administration reports venting and flaring of natural gas in New
Mexico increased by more than 7,000 percent over the last decade. According to
the World Health Organization, methane is responsible for 230 thousand chronic
respiratory disease deaths worldwide each year and is highly efficient at trapping
heat in the atmosphere. Even at relatively low levels, ozone in the air can cause
the muscles in human airways to constrict, leading to wheezing and shortness of
breath and a variety of related health problems.

In FY20, NMED and EMNRD drafted rules and submitted them to the
Environmental Improvement Board and the Oil Conservation Commission,
respectively, for consideration. The Oil Conservation Commission approved
EMNRD?’s rule, focused on preventing waste of methane from oil and natural
gas operations, and the first phase went into effect in May 2021. Both rules focus
on incentivizing technological solutions to improve data collection, monitoring,
and compliance. EMNRD’s rule requires operators to capture 98 percent of their
natural gas waste by the end of 2026, prohibits routine venting and flaring, and
requires detailed reporting of natural gas loss.

Produced Water. While most “produced” water is naturally occurring, highly
saline water recovered during oil and gas production, produced water may also
include fluids used during drilling, such as hydraulic fracturing fluids and the
ratio of produced water to oil generated during extraction is almost 10 to 1. Laws
2019, Chapter 70 created the Produced Water Act to authorize the state to regulate
produced water and amended the Water Quality Act to authorize NMED to adopt
rules concerning the discharge, handling, transport, storage, recycling or treatment
of produced water. A joint effort of NMED and New Mexico State University
(NMSU), a produced water research consortium has provided information to
industry and state leaders to enhance understanding of the impacts of produced
water use in the industry and flag essential developments of water extraction and
subsurface injection, such as increased seismic activity in the Permian Basin.
Finding a way to put produced water to use within the industry or in agriculture is
critical to protecting dwindling freshwater supplies.
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Orphaned and Abandoned Well Cleanup. OCD is focusing its plugging efforts
on large oil fields containing old, poorly maintained orphan well sites requiring
additional time and resources to remediate. Since 2015, OCD has plugged 234
wells on state and private land. (The State Land Office Accountability and
Enforcement Program plugged an additional 130 abandoned oil and gas wells on
state trust lands.) In FY22, OCD spent $3.4 million in recurring funds and $1.8
million in other state funds on well plugging. OCD secured the services of four
rigs and intended to plug more wells using monies from the reclamation fund
and a $25 million grant from the federal government. Plugging costs cost per
well have doubled from FY21 to FY22. An EMNRD review conducted in 2022
increased the estimated number of orphan wells on state and private land to 1,700
with the hopes of ensuring the state receives the correct apportionment of federal
funding for plugging known and unknown orphan wells.

Green Hydrogen, Blue Hydrogen, and the Hydrogen Hub

Carbon Capture, also called carbon capture, utilization, and storage (CCUS), is
the process of capturing, reusing or storing carbon dioxide to prevent its release
into the atmosphere. Carbon dioxide (CO2) can be captured from industrial and
energy-related sources, such as hydrogen production and electricity generation
facilities. Captured CO2 can then be used for commercial purposes or stored
underground. The United Nations’ Intergovernmental Panel on Climate Change
identified CCUS as a necessary component to limiting global temperature
increases to 2.7 degrees Celsius by 2100 because of its potential to significantly
reduce atmospheric CO2. Pk fusds; croates CO,

fispiiisaly ]
After legislation to invest state dollars and create tax incentives for hydrogen
energy development failed to pass during the 2022 regular session, the governor
signed Executive Order 2022-013, establishing a clean hydrogen development
initiative. The order directs NMED and EMNRD to develop a proposal to include
no-carbon hydrogen electric generation facilities in the definition of “zero carbon
resources” used in statute. EMNRD will assume responsibility for permitting and
monitoring hydrogen production facilities.

Blug Hydrogaen

e - .. . . . produced by refoiming

The initiative positions New Mexico as a competitor for grant funds available hossdl funds; 0, is

through the U.S. Department of Energy’s (DOE) Regional Hydrogen Hub B

Program established by the Infrastructure Investment and Jobs Act (IIJA). The

ITJA included $8 billion for developing four hydrogen hubs across the country.

New Mexico entered into a memorandum of understanding with Colorado, Utah,

and Wyoming to coordinate the development of a single regional clean hydrogen
hub proposal that meets the criteria for funding from the DOE.

Conservation, Restoration, and Environmental
Protection

State agencies and nongovernmental organizations throughout the state continue
to work on increasing the size and accessibility of public lands in New Mexico. In
2021 the governor signed Executive Order 2021-052, Protecting New Mexico’s
Lands, Watersheds, Wildlife, and Natural Heritage. The order established the
30x30 Advisory Committee, composed of seven state agencies and the State Land
Office. The order further directed agencies to review and utilize existing programs,
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2020 New Mexico
Forest Action Plan

The State Forestry Division worked
with many partners to create the
2020 New Mexico Forest Action
Plan. The plan provided an assess-
ment of the current conditions and
proposed steps that state agencies
and non-governmental organizations
could take to improve forest and wa-
tershed health. The plan included
strategies and priorities to implement
the Agreement for Shared Steward-
ship between the state and the U.S.
Forest Service.

2022 Fire Season
Area
Burned
Name County (acres)
Hermit's i
San Miguel,
Peak Calf Mora, Taos 341,471
Canyon
Catron,
Black Fire Grant, 325,136
Sierra
Cooks Peak | Mora,
Fire Colfax 59,359
Cerro
Polado Sandoval 45,605
Bear Trap Socorro 38,225
Mitchell Fire | Harding 25,000

funding, and authorities with the goal of conserving at least 30 percent of all
lands in New Mexico by 2030, with an additional 20 percent of lands designated
as climate stabilization areas. In 2022, the largest wildfire in state history and
subsequent flooding in affected communities demonstrated the need for effective
management of forests and natural resources.

Forests: Health, Restoration, and Reforestation

Healthy Forests are essential for clean water and air and to provide the state with
essential wood products and spaces for recreation. The health of forests impacts
homes, businesses, and culture. Forest health faces many issues driven by climate
change, ranging from catastrophic wildfires to epidemic insect outbreaks. These
climate change impacts expand the wildfire risk to communities, firefighters, and
natural resources and significantly jeopardize future water security.

Wildfires: Prevention and Remediation. The Healthy Forests program, also
known as the State Forestry Division (SFD), holds wildland firefighter training
throughout the state, primarily between October and April. SFD plans and
implements restoration treatments within the top 500 at-risk watersheds identified
in the New Mexico Forest Action Plan. At the end of the 2022 fire season, over
800 thousand acres had burned, and the state’s fire and emergency management
agencies continued to deal with the aftermath, including catastrophic flooding in
affected areas. EMNRD, NMED, and OSE are continuing efforts to protect forest
and watershed health, but federal disaster relief has been slow, leaving the state
to deal with the most pressing issues while communities wait for federal funding
and disaster relief assistance.

Natural Land Preservation and Outdoor Recreation

While most state agency natural resource activity is focused on use of the
resources, generally consumptive, New Mexico policymakers are starting to turn
more fully to the value of the state’s natural environments as a quality of life and
tourism draw.

Conservation Funding. Through initiatives including a proposed Land of
Enchantment Conservation Trust fund and increased funding to existing programs
like the state’s forest land protection revolving fund, Forest and Watershed
Restoration Act fund, river stewardship fund, and Wildlife Conservation Act
fund, state agencies and nongovernmental organizations hope to better marshal
resources to improve and conserve the state’s natural environment. Many of these
funds face challenges because, often, projects require longer planning horizons,
precluding or delaying project initiation and completion. The lack of adequate
state matching funds means that federal dollars have been left unused. EMNRD,
NMED, and OSE have partnered with conservation groups to either create a
standalone conservation fund or create a more predictable funding model for
existing conservation programs. Working with the private Trust for Public Land,
the Department of Game and Fish in March purchased the 54 thousand-acre L Bar
ranch for a wildlife area.

Outdoor Recreation. Natural-resource-related tourism provides communities
with an opportunity to diversify their economies by drawing visitors from in and
out of the state. Protected natural areas near communities offer a competitive
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advantage for hiring and retaining workers, supporting faster rates of job growth
and higher levels of per-capita income. Based on data from the U.S. Department
of Commerce’s Bureau of Economic Analysis, the economic output for the
outdoor recreation economy in New Mexico, including hunting and fishing, was
$2.3 billion in 2021, an increase of $400 million over 2020 and 2.1 percent of
the state GDP, slightly higher than the 1.9 percent of national GDP attributable to
outdoor recreation.

For more info:

The newly created Outdoor Recreation Division of the Economic Development
Department, one of several initiatives implemented over the past three years Office of the State Engineer

to boost and support outdoor recreation, has worked closely with the Tourism Performance
Department and other state agencies to distribute funds for outdoor recreation Page 150

development. Together, the agencies secured a joint federal Economic Development
Administration grant for $7.9 million for outdoor recreation development. The
funds will be targeted at not only improving outdoor recreation infrastructure,
such as trails, signage, and facilities, but to market surrounding communities and
increase overall visitation.

The Legislature appropriated $10 million to outdoor recreation in the first special
session of 2022, including $7 million for grants to build trails and $3 million
for outdoor equity grants to get underserved youth outside. The department had
awarded approximately $8 million of that funding as of November 2022. Ongoing
state and federal investment in infrastructure aimed at making outdoor recreation
more accessible puts New Mexico in position to see this growth continue.

State Parks. Despite wildfires around the state resulting in park closures and
restrictions, the State Park Division of EMNRD saw a significant rebound in
visitation numbers in 2022. Revenue per visitor is higher than in previous years. The
State Parks Division’s plan to increase visitation is to continue regular marketing
and outreach programming focusing on rural markets and to leverage the national
reach of the reservation system marketing platform. The division continues to take
actions to ensure state parks are managed safely and effectively to meet and exceed
visitor expectations. The State Parks Division has requested additional funding
for water and wastewater projects. It will continue efforts to spend capital outlay
funding from both the state and federal governments on park improvements.
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igh vacancy rates across state agencies and increased
turnover among new state employees is forcing the state
to reexamine its priorities in recruiting and retaining
professional employees. Traditionally, state employees have
been rewarded for long careers with total compensation
W packages that favored generous benefits, rather than prioritizing
" Page 156 salary, the practice common in the private sector. Across the
board, state agencies report difficulty in attracting and retaining
qualified workers, a chronic problem exacerbated by the tight
job market. Even with significant salary increases approved for
FY23, targeted pay increases are still needed, particularly for
hard-to-staff positions and mid-level professionals.

For more info:

State Workforce

While the number of authorized positions in state agencies has increased, actual

State employee headcount remains below the level from a decade ago. The monthly
Employee average, of 21,606 state employees in FY22, based on staffing reports from the
State Personnel Office, was down more than 800 positions from FY 13. Meanwhile,
the number of authorized positions increased by more than 700, contributing to a
increase in the vacancy rate, from 12.6 percent in FY13 to 18.1 percent for FY22.
In FY22, state agencies collectively realized $117 million in vacancy savings—
the difference between the amount appropriated for employee pay and benefits and
the amount actually spent—amounting to 6.6 percent of statewide appropriations
for employee compensation.

Personal Services and Employee Benefits Appropriations Baseline FTE Headcount
and Authorized FTE
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Recruitment and Retention New Embl
ew Employees
Over the past 10 years, the state workforce has gotten younger and less Serving Less Than
experienced and employee turnover remains high. According to reports from the One Year 30
State Personnel Office, 16 percent of the state workforce was hired less than one 40% 37% 37% ’
year ago and more workers are leaving the state with less than one year of service. 35% 34%
Over the long term, the state has more new employees. More than half of current 30% 29%
. . . . . . o
state employees have been hired within the past five years, a significant increase
. 0,
from the percentage in 2014. 25%
20%
Workforce Distribution by Years of Service 15%
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Teleworking. Workers are increasingly valuing work-from-home arrangements
when weighing job opportunities, but the state lacks a statewide teleworking
policy that could potentially serve as a recruitment tool. During the Covid-19 Change in Salary by
pandemic, SPO issued a nonmandatory teleworking policy for agencies to use Pay Band
when designing individualized teleworking arrangements, and many state September 2021 to
. [ September 2022
employees shifted from state buildings to home offices. More than two years 40% 2,500
after the shift, part-time teleworking remains prevalent in state government. As of 35%
. (1]
August 2022, nearly 40 percent of state government workers partially teleworked, 2,000
. . . . 00
although teleworking policies vary from agency to agency. The lack of a statweide 30%
policy creates planning issues in other areas, such as facilities management, which | 25% 1,500
has left the state paying for unused space for employees working primarily from | 20
another location. 15% 1,000
In Novemenber, SPO announced the current nonmandatory teleworking policy 10% 500
whould be revoked on January 1 as the state looked to transition to a more 5% I
permanent teleworking policy. 0% 0
25 35 45 55 65 75 85 95
Cost of Employee Compensation mmmm Average Change in Salary
. . L . e Average for all Pay Bands
Despite falling headcounts, total appropriations for the personal services and Number of FTE
employee benefits category continue to rise, with FY23 operating budgets including Source: LFG Files

a total of $2.16 billion for employee pay and benefits. In response to the rising cost
of living and competitive job market, the Legislature enacted significant increases
for FY23, with a 3 percent across-the-board increase, effective for the last quarter
of FY22, and an additional average 4 percent increase effective at the beginning
of FY23. Additionally, the Legislature included sufficient funding to enact a $15
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A Clﬂsel‘ Per_son:nel_ Compensation and Classification

New Mexico's State Personnel Office (SPO) oversees the hiring, compensation, and retention of state employees, but the larger
structure of New Mexico’s human resources (HR) functions is splintered. Centralized approval authority for many HR activities is
seated with SPO, but the majority of HR personnel are located within state agencies.

An August 2022 LFC program evaluation found the result of this hybrid system has been an underwhelming performance in key HR
functions. Cumbersome processes that involve agencies, SPO, and sometimes the Department of Finance and Administration (DFA)
mean it takes over a month, on average, to process HR transactions like promotions and position changes. Further, inequitable dis-
tribution of recently legislated pay increases and proliferation of job classes mean work requiring similar knowledge and skills is not
always rewarded equally across agencies or job categories.

Moving ahead, SPO should consider additional ways to allow agencies to be more nimble in their agency-specific HR activities.
SPO should also develop a more equitable way to distribute future legislated pay increases based on merit and filling critical, hard-
to-staff positions.

minimum wage for state employees, although this additional increase applied to
only a small number of workers. While language in the General Appropriation Act
required only an average 7 percent increase when combined, research from LFC
indicates funding was for pay raises averaging nearly 10 percent.

For FY23, the pay plan devised by the executive to distribute the average 4
percent raises focused additional resources on the general salary schedule and
on employees near the bottom of their respective pay bands. For employees on
occupation-specific salary schedules, including occupations such as nursing, child
protective services workers, correctional officers, and information technology
professionals and for exempt employees, the plan provided an across-the-board
4 percent increase. As a result, some of the jobs the state has found hardest to fill
received some of the smallest pay increases for FY23. Even among employees
on the general salary schedule, many mid-level professional employees received
relatively small increases for FY23, leading some departments to request
additional funding for FY24 for targeted pay increases.

Select General Salary Increases Compared With Occupational Salary Increases

Position Salary Schedule Department 22-Jun 22-Jul % Change | $ Change
Administrative Asst. Supervisor General CYFD $18.93 $20.96 11% $2.03
CPS Permanency Case Worker Social Services CYFD $18.89 $19.64 4% $0.75
Custodian at Veteran's Home General DOH $16.03 $20.53 28% $4.51
Nursing Asst. at Veteran's Home Healthcare DOH $15.90 $16.60 4% $0.70
Office Clerk in Clayton General NMCD $17.37 $21.01 21% $3.64
Correctional Officer in Clayton Corrections NMCD $20.60 $21.42 4% $0.82

Source: LFC Analysis of SPO Data

Employee Benefits

Most state-funded health benefits for public employees in New Mexico are provided
through plans offered by two state agencies: the General Services Department (GSD)
and the Public Schools Insurance Authority (NMPSIA). Some large employers,
notably the University of New Mexico and Albuquerque Public Schools, provide
separate benefits for their employees through their own self-insured funds. This
splintered system of providing health benefits has led to different plan designs, costs,
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and employer and employee contribution rates. For example, a school employer is
only required to contribute 60 percent of health premiums for employees making
between $25 thousand and $50 thousand, while state agencies cover 80 percent
of the premium for a state employee with the same income. School districts have
flexibility to cover a larger portion of the premium as an employer, something more
school districts and charter schools have opted to do. In FY23, 20 school districts
and nine charter schools had an alternative employer contribution schedule, compare
with 11 districts and seven charters in FY22.

Controlling Costs

Despite a brief reduction in overall health benefits utilization during the Covid-19
pandemic, total costs for employee health benefits plans have been rising rapidly.
For FY22, NMPSIA reported an increase in per-member health claims of 16
percent, while GSD reported an increase of 5 percent. While a recent LFC program
evaluation of the state’s compensation system found health benefits premiums
were comparable to other large employers in New Mexico, employers in New
Mexico are paying more for healthcare than in other states. A recent study from
the RAND corporation found employer-sponsored health plans in New Mexico—
of which public employers are a major component—paid nearly 300 percent more
than Medicare would pay for procedures at private hospitals, compared with a
national average of 224 percent.

An additional challenge for public employee benefits programs is an increasing
inability for the plans to take advantage of economies of scale. Even as costs have
been rising, the number of employees and dependents has been falling. Together,
GSD and NMPSIA covered more than 131 thousand people in FY 12, but by FY22
that total had fallen to 102 thousand, a decline of more than 20 percent. As the
number of members covered by a plan falls, cost per member tends to rise.

Employee Health Benefits Fund. Despite several special appropriations designed
to shore up the state’s employee group health benefits fund, premium revenue into
the fund continues to fall short of total expenses. As of October 2022, GSD is
projecting a deficit in the employee health benefits fund of $94 million. Since
2019, the Legislature has appropriated $42.6 million in non-premium revenue,
yet the balance in the fund has fallen, from a deficit of $5 million in FY'18. This
has happened despite state laws written to ensure state agencies are only spending
available funding and are not permitted to knowingly run deficits.

A major factor in the shortfall has been the failure to raise premiums for several
years, even while other public plans have passed along the higher costs of
healthcare. Eventually, the cost of delaying annual premium increases catches
up to the health plan. For example, between FY17 and FY23, premium costs for
NMPSIA increased by more than 35 percent, with fairly steady rate increases each
year to raise additional revenue. Over that same time premiums for Albuquerque
Public Schools increased by about the same amount. However, after a brief rate
increase holiday in FY18 and FY19, rates for GSD plans needed to rise more
rapidly in FY20 and FY21 to keep pace with increasing costs. For GSD, flat rates
since FY22 contributed to $73 million shortfall of premium revenue in FY22,
which was partially backfilled by $25 million in general fund appropriations,
effectively subsizing federal and other revenue sources with state general fund
dollars. Funding for a premium rate increase was vetoed from the General
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Pension Fund
Liabilities by Fiscal
Year
(in billions)

$25.0

$20.0

$15.0

$10.0

$5.0

$0.0

PERA
@EUnfunded

Source: LFC Files

Retiree Healthcare
Funded Status
30%
25.4%

25%

20%

15%

10%

5.8%
5%

0%

FY21

Source: LFC Files

Appropriation Act of 2022, pushing the need for a larger rate increase down the
road. The Risk Management Division of GSD now estimates it would take a 25
percent rate increase for the health benefits fund to break even.

Postemployment Benefits

For the past several years, the Legislature has sought to stabilize the state’s
pension funds, managed by the Public Employees Retirement Association
(PERA) and the Educational Retirement Board (ERB). Recent reforms have
increased contributions to the funds and limited the cost of annual cost-of-living
adjustments (COLAs). Across the plan, the reforms have aimed to reduce the
retirement plan’s unfunded liability—the amount the plan’s actuaries estimate
would be needed to pay all retirement benefits promised up to this point minus the
current value of the trust fund.

Public Employees Retirement Association. A 2020 law increased employer and
employee contribution for PERA. At the time, actuarial projections showed the fund
would never be able to pay off the unfunded liability and the plan held on 70 percent
of the funds needed to pay all promised benefits. Increased contributions will result
in an additional $90.8 million in revenue to the fund, once fully phased in.

In addition to contribution increases, the Legislature took action to reduce the
cost of future cost-of-living adjustments. Previously, retirees were eligible for a 2
percent compounding COLA. Legislation shifted the fund to a risk-sharing model,
where annual adjustments were based on a combination of investment returns and
funding status. In addition, the legislation suspended the compounding COLA
for three years, from FY20 through FY22, and replaced the adjustment with a
noncompounding “13th check” equal to 2 percent of the retiree’s base benefit.
According to PERA, the $55 million legislative appropriation for the 13th check
was sufficient to fully fund the cost, with only $43 thousand remaining.

Educational Retirement Board. Recent legislation to improve the stability of the
educational retirement fund has placed the fund on a sustainable path. Legislation
passed in 2021 and 2022 phased in a 4 percentage point increase in employer
contributions to the fund. Prior to legislation to increase the employer contribution,
ERB’s actuaries estimated the fund would never have sufficient funds to pay off
the unfunded liability. As of June 20, 2021, the trust fund held $14.6 billion, based
on the actuarial estimate, or 62.8 percent of the funds needed to pay all promised
benefits. The 4 percentage point increase, which will increase the fund’s revenue
by an estimated $136 million annually when fully phased-in, will give the fund
sufficient revenue to pay off the unfunded liability by 2054.

Retiree Healthcare. In addition to pension benefits, public employees are eligible
for subsidized healthcare coverage in retirement. The plan, which receives
mandatory contributions from employees and employers equal to 3 percent of
salary, has significantly improved its funded status in recent years, from as low
as 5.8 percent to a high of 25.4 percent in FY21. Unlike New Mexico, many
states fund retiree healthcare programs on a pay-as-you-go basis, meaning the
plan does not set aside funding designed to pay off future liabilities. As a result,
New Mexico has, despite an estimated $3.3 billion in unfunded liabilities, one of
the better funded plans in the country.
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New Mexico’s efforts to fully integrate performance-focused decision-making into
the budget process progressed in FY22 through the continuing implementation of
LegisStat, a collaborative approach to results-oriented problem-solving. However,
the annual agency report cards, an assessment of agency performance on specific
measures, hinted at the need to re-examine some measures and targets.

LegisStat

After decades of reporting on agency performance, LFC is now using
performance reports to guide oversight and budget hearings to ensure agencies
respond to performance concerns and incorporate performance information into
their decisions. Starting in the 2021 interim, the committee began using a new
LegisStat process modeled off successful PerformanceStat management processes
in place in Maryland and other cities and states. Through the LegisStat process,
the committee focuses on specific performance metrics and discusses with agency
leadership their strategies for improving performance. The agency leaves with
action items and, in follow-up hearings, reports on progress since the last meeting.
LegisStat provides a structure for the committee to work with agencies to use the
performance data from report cards to more clearly identify issues and act on
solutions.

The Tourism Department, among the first agencies to enter the LegisStat process
because of the devastating impact of the pandemic on the tourism industry, rotated
out of the process at the end of 2022 interim because of the department’s focus
on results and commitment to continuous improvement. Agency leadership
demonstrated it will continue advancing the use of data, evidence and results-
focused strategies to get the most impact on marketing expenditures, tourism
development, and overall economic growth.

Report Cards

State agencies scored green ratings on a plurality of individual performance
measures in the FY22 year-end report cards, but the relatively high number of
programs hitting or exceeding their targets raises concerns about the quality of
the measures themselves and the adequacy of the targets. In some cases, programs
failing on a national level are hitting New Mexico targets. In others, targets are
less demanding than prior-year results. These targets might be set too low to
be a true measure of the success of a program or so easily attainable programs
have no motivation to improve. The abundance of green ratings on individual
measures—when combined with the emergence of “explanatory” measures that
tend to “count widgets” and generally have no targets—suggests measures and
targets might need to be updated.

Notably, the Accountability in Government Act authorizes the Department of
Finance and Administration (DFA), with LFC consultation, to approve and change
agency performance measures. Indeed, explanatory measures are a compromise
between DFA and LFC, reflecting agency sentiment that performance reporting
is merely burdensome compliance that opens the door to unfair criticism, and
the Legislature, which recognizes measures and targets as the centerpiece of

Accountability in Government
Act
The Accountability in Government
Act (AGA) traded budget flexibility
for information about how state
agencies economically, efficiently,
and effectively carry out their
responsibilities and provide
services. Prior to the AGA, agency
appropriations were tightly controlled
by the Legislature, with attention paid
to individual budget line items and
incremental spending on salaries,
office supplies, travel, etc. After the
AGA, the focus switched to results
and quarterly agency performance
reporting (inputs, outputs, outcomes,
etc.). In the last two fiscal years, LFC
has adopted innovative approaches
in addition to its report cards to
better use performance information
in its budget and oversight hearings.

Finance Facts:
Accountability

in Government

Key features of the LegisStat
process:

1. Focus on a core set of
performance metrics,

2. Regular performance
discussions with agency
leadership,

3. Follow-up on action items from
the last meeting, and review
results for improvement.
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performance-based budgeting process intended to focus spending on results.
These differing perspectives between the two branches over the value and extent
of state government reporting creates, not just conflict, but also issues with
transparency and undermines accountability.

FY22 Performance. While the impact of the pandemic on agency performance
is waning, some departments continued to struggle with providing services under
strained conditions and with overworked staff, including the Health Department,
which has been the lead agency for much of public health emergency response;
the General Services Department, where healthcare utilization volatility continues
to complicate benefits managements; and the Aging and Long-Term Services
Department, where participation at daycare centers and other in-person services
provided by the Aging Network is still down because of pandemic-related
closures.

Evidence-Based Program Inventories

In 2019, the Legislature passed the Evidence and Research-Based Funding
Requests Act, adding to the AGA by requiring certain agencies to collect and
report on the different programs being implemented by the agency and to
what degree those programs are backed by evidence. The act also provides a
consistent definition of evidence-based, research-based, and promising programs.
The information required by the act provides legislative and executive staff a
better understanding of what programs New Mexico is funding and to what
degree those programs have evidence behind them. DFA and LFC work together
to determine which agency divisions complete program inventories as part of
the budget process. For the FY23 budget process, the Probation and Parole and
Inmate Management and Control divisions of the Corrections Department, the
Children, Youth, and Families Department’s Behavioral Health Division, the
Human Services Department’s Behavioral Health Services Division, and three
Public Education Department initiatives (nutrition and wellness, career technical
education, and science, technology, engineering, art and math, or STEAM)
submitted program inventories for use during the budget process.



Performance Report Card Criteria

Process

e Datais reliable.

o Data collection method is transparent.

e Measure gauges the core function of the
program or relates to significant budget
expenditures.

e Performance measure is tied to agency
strategic and mission objectives.

o Performance measure is an indicator of
progress in meeting annual performance
target, if applicable.

Progress

e Agency met, or is on track to meet, annual
target.

e Action plan is in place to improve
performance.

Management
e  Agency management staff use
performance data for internal evaluations.

Process

e Data is questionable.

e Data collection method is unclear.

o Measure does not gauge the core function
of the program or does not relate to
significant budget expenditures.

e Performance measure is not closely tied to
strategic and mission objectives.

e Performance measure is a questionable
indicator of progress in meeting annual
performance target, if applicable.

Progress

e Agency is behind target or is behind in
meeting annual target.

e Aclear and achievable action plan is in
place to reach goal.

Management
e Agency management staff does not use
performance data for internal evaluations.

Process

e Data is unreliable.

o Data collection method is not provided.

o Measure does not gauge the core function
of the program or does not relate to
significant budget expenditures.

e Performance measure is not related to
strategic and mission objectives.

o Performance measure is a poor indicator
of progress in meeting annual performance
target, if applicable.

e Agency failed to report on performance
measure and data should be available.

Progress

e Agency failed, or is likely to fail, to meet
annual target.

o No action plan is in place for improvement.

Management
e Agency management staff does not use
performance data for internal evaluations.

Performance Measure Guidelines

Elements of Good
Performance Measures

Agency Quarterly Reports

Elements of Key Agency
Reports

Elements of LFC
Performance Report Card

Ideal performance measures

should be

e Useful: Provide valuable and
meaningful information to the
agency and policymakers

items

Each quarterly report should
include the following standard

e Agency mission statement

include

statement

Key Measure reporting should

o Key performance measure

Each quarterly report card should

include the following standard

items

o Key events or activities that
affected the agency in the

o Results-Oriented: Focus on
outcomes

e Clear: Communicate in a
plain and simple manner to
all stakeholders (employees,
policymakers, and the general
public)

o Responsive: Reflect changes
in performance levels

e Valid: Capture the intended
data and information

o Reliable: Provide reasonably
accurate and consistent
information over time

e Economical: Collect and
maintain data in a cost-
effective manner

o Accessible: Provide regular
results information to all
stakeholders

e Comparable: Allow direct
comparison of performance at
different points in time

o Benchmarked: Use best
practice standards

o Relevant: Assess the core
function of the program or
significant budget expenditures

e Summary of key strategic plan

initiatives
Program description, purpose
and budget by source of funds

How the program links to key
agency initiatives, objectives,
and key performance measures
Action plan describing

responsibilities and associated
due dates

o Data source to measure key

measure results

e Four years of historical data (if

available)

e Current quarter data (both

qualitative and quantitative)

o Graphic display of data as

appropriate

e Explanation for measures 10

percent or more below target

e Proposed corrective action plan

for performance failing to meet
target

e Action plan status
o Corrective action plan for action

plan items not completed

previous quarter
Status of key agency initiatives

National benchmarks for key
measures, when possible

Explanation for any area(s) of
underperformance

Agency action plans to improve
results

Analyst may include
e Measures or data reported by

another reputable entity when
agency data is inadequate




Public Education

Despite a return to statewide testing after a three-year hiatus, changes in student
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Responsibility assigned? No  lawsuit. Additionally, the state changed standardized tests from PARCC to MSS
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and SAT in 2021 for federal testing requirements. While the new MSSA and
SAT tests will provide more frequent assessment data, changing tests means a
new baseline of performance and more years of waiting to understand how state
investments and school closures affected student learning.

National research and other states reporting achievement data in FY22 suggest
most students are performing at lower academic levels than before the pandemic,
especially younger, at-risk students who received more remote learning. The 2022
national assessment, or NAEP, showed New Mexico ranking last in the nation on
math and reading tests for fourth and eighth graders. New Mexico’s NAEP scores
suggest proficiency rates have fallen to their lowest point in 13 years.. Like the
NAEP, New Mexico should consistently use one assessment over the long run to
accurately compare longitudinal student performance.

The Public Education Department’s (PED) latest action plan to address
Martinez-Yazzie findings and improve educational outcomes statewide includes
ambitious performance targets for student academic performance. While these
targets should be adopted as part of the Accountability in Government Act
process for target-setting, the plan should include frequent public reporting on
student outcomes, alongside both PED and school actions and responsibilities
when targets are not met.

Student Achievement

Mixed Academic Performance. Substantial spikes in reading proficiency rates
across the state in FY21 likely reflect the change in assessment and the performance
of a smaller pool of students who chose to take the assessment voluntarily. The
results are not a representative sample of the population and cannot be used to draw
conclusions about statewide student outcomes. Notably, overall math proficiency
rates for MSSA are higher than PARCC proficiency rates, which is inconsistent
with NAEP data showing a sharp decline in math proficiency for New Mexico9
between 2019 and 2022. PED notes MSSA is a new baseline of performance, with
34 percent of students demonstrating proficiency in language arts, 25 percent of
students proficient in math, and 33 percent of students proficient in science.

Flat Graduation Rates. The state’s overall four-year high school graduation rate
stayed flat for the class of 2021, dropping slightly to 76.8 percent. New Mexico
still lags significantly behind the 2021 national graduation rate (85.3 percent).
Graduation rates rose by 2 percentage points for the class of 2020, following PED
guidance that allowed the passing of required coursework in lieu of standardized
testing to meet graduation requirements. The latest PED guidance, issued in August
2021, extended this allowance to the class of 2022 and 2023 due to pandemic-
related disruptions. As such, graduation rates could remain stable for two more
years in spite of mixed student academic performance on state assessments.




PUBLIC SCHOOL SUPPORT
Budget: $3,411,305.8 FTE: N/A
FY20 FY21 FY22 FY22

Actual Actual" Target Actual® Rating
Reading proficiency (fourth grade) re;!\:)cl)':ed 52.8% 34% 58.9% ¥
Math proficiency (fourth grade) re;!\:)cl)':ed 16.4%  34% 8.7% P
Reading proficiency (eighth grade) re;!\:)cl)':ed 42.5% 34% 38% ¥
Math proficiency (eighth grade) re;!\:)cl)':e g 188%  34%  11.2% TR
High school graduation rate (four-year) 76.9% 76.8% 75% N/A ]
Chronic absenteeism (elementary school) New New <10% 38% -
Elementary English learners exiting EL status New New 10% 3% RO
Teacher vacancies New New N/A* 1,048 Y
Share of at-risk funds spent on at-risk services New New N/A* 93% R
Classroom spending in large districts re;;:\gitted re;;:\gitted N/A* 73% Y
Program Rating - - ¥

*Measure is classified as explanatory and does not have a target.
YProficiency rates reflect students who opted to test in FY21, representing about a quarter of each grade level.
Proficiency rates reflect middle-of-year iIMSSA test scores, representing over a third of each grade level.

Student Engagement

Flat Enroliment. Preliminary counts for FY23 show student enrollment hovering
at 308.3 thousand students, an increase of 516 students, or 0.2 percent, from FY22.
While these counts have recently stabilized, overall enrollment has decreased by
nearly 13 thousand students, or 4 percent, since FY21 and fallen 8 percent since
FY12. Alongside declining enrollments, statewide student-to-teacher ratios have
also dropped from 15.2 in FY17 to 14.9 in FY21.

A 2022 LFC evaluation of Albuquerque Public Schools (APS) found the district’s
enrollment decreased by 17 percent between FY 12 and FY22, allowing the district
to eliminate vacant positions and consolidate some classes. Rural districts with
limited staff per subject or grade level (and already small class sizes) will struggle
to downsize operations as students enrollments decrease.

Increases in Chronic Absenteeism. To comply with the Attendance for Success
Act, PED began measuring chronic absenteeism, defined as students missing
10 percent or more of instructional time in school, to include both excused and
inexcused absences. Chronic absenteeism rates have increased in recent years,
with the statewide average rate reaching 16 percent in FY20, 30 percent in FY21,
and 40 percent in FY22. Consistently, the five student groups that are chronically
absent more than 45 percent of the time include Native American students, students
experiencing housing insecurity, students with disabilities, English learners, and
economically disadvantaged students. Student mental health may be contributing
to the growth in chronic absenteeism rates. On par with national trends, New
Mexico saw a 13 percent increase from 2016 to 2020 in students suffering from
anxiety and depression.

Falling Participation in Dual-Credit. Participation by high school students in
dual-credit college classes decreased from 21.8 thousand students in FY20 to 16.6

Statewide Four-Year
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Student Chronic
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Teacher Licensure Changes

As of spring 2024, New Mexico will
no longer require the Praxis exams
for licensure, except for elementary
reading. PED will shift to a portfolio-
based system based on key
comptencies. Praxis tests are still
required by 48 states for licensure,
and educators from out of state
seeking a New Mexico license can
still use Praxis scores to apply for
licensure, despite this requirement
being optional for in-state applicants.

thousand students in FY21. Most students participating in dual-credit programs
signed up for English and math courses, which had the highest enrollments of
5,012 and 4,744, respectively. Some fields with less applicable degree pathways,
such as personal awareness and self-improvement, had high enrollments (2,034
students) compared with areas like education, which included 998 enrollees.

Dual-credit students in FY21 had a graduation rate of 89 percent, nearly 16
percent higher than the statewide average. This varies significantly by district,
with as low as a 74.5 percent graduation rate for dual-credit students in Deming to
much higher rates, such as 92.1 percent for students in Portales or 96.1 percent for
students in Silver City. To improve college and career readiness outcomes, PED
should monitor the quality and value of dual-credit courses given to students and
develop metrics to identify practices that improve these outcomes.

Instructional Quality and Quantity

Mixed Participation in Interventions. Recent legislative investments in K-5
Plus and Extended Learning Time (ELT) programs were intended to expand
opportunities for student learning, while legislative investments in teacher
residencies and educator salary were intended to boost the quality of teacher
candidates entering schools. Residency programs and increased pay are reducing
vacancies and increasing interest in the teacher workforce, but educator interest
in a longer school year continues to wane. Following significant lost instructional
time after the pandemic and findings of dismal student achievement levels in the
Martinez-Yazzie sufficiency case, additional support for academic recovery has
reached a critical juncture.

Preliminary surveys suggest New Mexico now has 635 teacher vacancies,
down from the 1,048 vacancies in October 2021 reported by New Mexico State
University. Additionally, of the $15.5 million appropriated for teacher residencies
in FY23, PED has allocated $14.6 million for 374 residents. Out of the $6 million
appropriated for student teaching, PED has allocated $5.7 million for stipends to
500 student-teachers and 500 mentors.

Findings in the Martinez-Yazzie education sufficiency lawsuit affirmed PED’s
authority to direct school spending on evidence-based supports for at-risk students.
However, participation in K-5 Plus programs, which show evidence of closing
student achievement gaps (even during the pandemic) has continued to drop each
year. Since FY21, participation in K-5 Plus and ELT programs has decreased,
and schools have forgone nearly $400 million of available state funding for these
interventions. School closures during the Covid-19 pandemic reduced instructional
time for all students and further exacerbated existing achievement gaps for at-risk
student groups. Despite this lost instructional time, attempts to require statewide
participation have failed, and school continued to opt out of both programs.

Public Education Department

The latest court order in the Martinez-Yazzie case requires PED to improve
access to high-speed internet and digital devices for students. The department has
leveraged federal emergency relief (ESSER) funds to expand access to students
and mapped areas across the state needing additional support. PED estimates over
90 percent of students now have access to the internet and a digital device, up



from 63 percent of students having access in initial projections. The department
continues to struggle with processing federal reimbursements, likely due to the
substantial influx of ESSER aid.

At the end of the fourth quarter, PED held an 18 percent vacancy rate with 54
FTE positions unfilled. PED continues to contract with Regional Education
Cooperatives (REC) for program implementation of federal and state programs.
REC-5, the largest cooperative, employs close to 90 FTE. Given challenges with
filling vacancies and the costs of outsourcing departmental work, PED should
evaluate whether contractual services with RECs are the most efficient or effective
strategy for rolling out programs and services.

Budget: $15,097.5 FTE: 285.2

FY20 FY21 FY22 FY22

Actual Actual Target Actual
Students in Extended Learning Time Programs 82,581 141,622 N/A* 139,067 Y
Students in K-5 Plus Schools 14,887 14,242 N/A* 8,334 -
Average days to process reimbursements 31 40 22 40 -
Eoer:(:]eér;iig;students with a high-speed internet New New 100% 91% ¥
Program Rating - - ¥

*Measure is classified as explanatory and does not have a target.

Federal and State Resources. Of $1.5 billion from three rounds of federal
ESSER funding, New Mexico has spent virtually all of the first round of ESSER,
also known as the Coronavirus Aid, Relief, and Economic Security (CARES)
amount. Schools spent nearly one-third of CARES funding on educational
technology; other expenditures include $5 million for school leaders, sanitization,
and planning.

At the end of FY22, nearly 40 percent of the second round of ESSER, the
Coronavirus Response and Relief Supplemental Appropriations (CRRSA),
was spent. Similar to CARES, schools purchased educational technology and
sanitization supplies but also spent $21.3 million to address learning loss and
$18.3 million for summer learning and afterschool. PED has directed schools to
focus the third round of ESSER—American Rescue Plan Act (ARPA)—funds
toward closing the digital divide, accelerating instruction for at-risk student
groups, social and emotional needs, and supporting students with disabilities.

In addition to federal relief, school districts and charter schools budgeted an all-
time high of $525.5 million in unrestricted cash balances carrying over from FY22
to FY23. Statewide cash balances grew by $76.5 million, or 17 percent, from the
prior year and now represent 14.3 percent of FY23 program cost.

K-5 Plus Enrollment
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Higher Education

Student Headcount and Higher education institutions facilitate economic growth, study and categorize

Awards many of the social problems facing residents, and support a culture of learning

(in thousands) and innovation. The Legislature has recognized the importance of colleges and

160 26 universities and made significant investments in higher education over the past year

in appropriations to the base operating budgets, through tuition subsidies, and in

140 24 targeted areas, such as increased funding for student support and faculty endowments.
22

120 Recognizing the importance of higher education to the state’s overall well-being

20 g| and prosperity, college and universities, LFC, and the Department of Finance and
% 100 8 g Administration worked to expand the number of performance metrics dramatically
E] over the past several years. The goal of expanded performance measurement is
? 16 to highlight successes and identify barriers to student achievement. For example,
80 measures of student retention and completion ought to be considered by all
14 colleges when assessing the impact of the programs they offer.
60 12

The measures presented in this report are meant to illustrate the broad trends and
40 10 forces confronting colleges but may not address some issues that are specific
to individual institutions. For example, the current statewide performance
measurement framework does not tell us how many courses are duplicated by
other institutions and at what cost, how many students are unable to complete
e HeadcoUNt e Total Awards degrees timely due to lack of available courses at their home institution, or labor
market outcomes of graduates. These are all areas that are vital to understand and
that colleges should take leadership to study and address.

2014-2015
2015-2016
2016-2017
2017-2018
2018-2019
2019-2020

2020-2021
2021-2022

Source: LFC Files

Degree Awards By Type Funding Formula

10,000 Funding for higher education is performance-informed, but not necessarily
9,000 performance-driven. The funding formula, which distributes “new money” to
8,000 e colleges and universities, protects the prior year base state funding level so that
7,000 N institutions may gain additional funding through the formula but will not lose
6,000 funding as a result of performance. In 2011, the formula removed many of the

5,000 “input” measures, such as student enrollment or the number of square feet of
4,000 building space, and replaced them with outcome base measures, such as number
W

3,000 of awards and student credit hours delivered.
2,000
1,000 The change in the formula drove changes in behavior and, despite declines in
P e — enrollment and credit hours delivered, the number of degrees awarded fell by 4
Ss558ss8¢gs percent over the 2015 to 2022 period while enrollment fell by 27 percent. While
TOOr Do the award production was encouraging, it is driven by an increase in nondegree
SSSI]/ISS certificates of two years or less. Production of these certificates increased by
e Doctorate approximately 40 percent between 2015 and 2022 while all other award types fell.
== \aster's
e Bachelor's Certificates for “short” programs are generally composed of two types of award:
Associate certificates recognizing a student’s progress toward a two-year degree and
e Certificate workforce training certificates. While academic progress certificates may be

important from a student engagement and retention point of view, they do not

Source: LFC Files




directly lead to improved workforce outcomes like increased pay. Workforce
training certificates, on the other hand, often lead directly into higher paid jobs.
The Legislature has voiced support for increasing funding support for these high-
demand workforce certificates and the Higher Education Department and schools
have agreed to increase the weight given to these certificates in the funding
formula and to eliminate the academic progress certificates from the formula.

Moving forward, institutions should not only report on the number of degrees and
certificates awarded, but demonstrate how their academic programs are aligned to
student success in the labor market. However, much of the information needed to
examine this question is unavailable.

Enrollment Trends and Challenges

For academic year 2021-2022, New Mexico colleges report a continuation in
the decline in awards and enrollment. However, data show student enrollment
increased slightly for fall 2022. The enrollment increase is possibly related to
creation of the Opportunity Scholarship, which expands tuition-free college from
justrecent high school graduates, previously covered under the Lottery Scholarship,
to returning and part-time students. Overall attendance, counted on a headcount
basis, increased by approximately 4,000 students, or 4.1 percent. However, the
enrollment increase is 2.8 percent when counted on a full-time equivalent (FTE)
basis. This suggests that the majority of the new students entering New Mexico
colleges and universities are part-time students.

While increasing enrollment is a positive development, it will bring new
challenges. Historically, New Mexico students have started college at higher rates
than the national average but have been less likely to complete a degree. Data
show retention rates for part-time students are significantly lower than for full-
time students and part-time New Mexico students’ retention significantly lags the
national average.

Fall to Fall Retention Rate for First-time Full-time
Undergraduate Students
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Higher Education

The per-student cost of the opportunity scholarship is approximately $25 thousand in FY23. To ensure this investment
pays off, higher education institutions must determine how they can improve retention and graduation rates for their
new students.

Total Degree/Certificate Awards by Sector

FY18 FY19 FY20 FY21 FY22 1-Year Change 5-Year Change
Research 9,203 9,101 8,657 8,698 8,256 -5.1% -10.3%
Comprehensive 3,047 3,047 2,844 2,811 2,865 1.9% -6.0%
Branch 2,910 2,705 2,700 2,319 2,485 7.2% -14.6%
Independent 9,418 10,019 9,812 8,986 8,733 -2.8% -7.3%
Total 24,578 24,872 24,013 22,814 22,339 -2.1% -9.1%
Two-Year Institutions 12,328 12,724 12,512 11,305 11,218 -0.8% -9.0%
Four-Year Institutions 12,250 12,148 11,501 11,509 11,121 -3.4% -9.2%

End-of-Course Student Credit Hours by Sector

FY18 FY19 FY20 FY21 FY22 1-Year Change 5-Year Change
Research 964,995 923,491 737,164 853,491 832,372 -2.5% -13.7%
Comprehensive 266,335 256,261 247,052 239,485 228,132 -4.7% -14.3%
Branch 352,141 338,839 302,358 269,824 256,738 -4.8% -27.1%
Independent 711,338 680,151 650,183 556,537 521,328 -6.3% -26.7%
Total 2,294,809 | 2,198,743 | 1,936,757 | 1,919,336 | 1,838,570 -4.2% -19.9%
Two-Year Institutions 1,063,479 | 1,018,991 952,541 826,361 778,066 -5.8% -26.8%
Four-Year Institutions 1,231,330 | 1,179,752 984,216 | 1,092,976 | 1,060,504 -3.0% -13.9%

Full-Time Equivalent Enrol

FY18 FY19 FY20 FY21 FY22 1-Year Change 5-Year Change
Research 35,027 33,193 32,626 31,928 31,045 -2.8% -11.4%
Comprehensive 9,245 9,048 8,672 8,403 7,891 -6.1% -14.6%
Branch 11,228 10,758 10,841 9,082 8,520 -6.2% -24.1%
Independent 24,154 22,821 22,459 19,487 17,345 -11.0% -28.2%
Total 79,654 75,820 74,598 68,900 64,301 -5.9% -18.6%
Two-Year Institutions 35,382 33,579 33,300 28,569 25,865 -9.5% -26.9%
Four-Year Institutions 44,272 42,241 41,298 40,331 38,936 -3.5% -12.1%




Early Childhood Education

and Care Department

The Early Childhood Education and Care Department (ECECD) added several
additional measures in FY?22 for early prevention and intervention programs, such as
home visiting. Home visiting is one of the state’s cornerstone programs to improve
long-term outcomes for children and families by providing in-home support, screening,
and referrals. Many home visiting programs continued virtual services during FY21
but are shifting to hybrid delivery models that include both in-home and virtual visits.
Nationally, researchers and home visiting programs are studying the shifting delivery
models of home visiting programs to confirm quality and outcomes.

Family Support and Intervention

The program—composed primarily of the Family, Infant, Toddler (FIT)
developmental disabilities intervention program, Families First case management
program, and Home Visiting parental education and supports program—reported
meeting annual performance targets for families demonstrating progress in
positive parent-child interactions and children receiving regular well-child visits.
These measures monitor Home Visiting progress in supporting new families
to attain health and developmental goals for young children. The program also
reported only 299 families were enrolled in Medicaid-funded home visiting, well
below the performance target of 2,000. Medicaid-funded Home Visiting allows
the state to receive federal revenues to grow state services. Additionally, ECECD
reported the program funded and implemented three new programs. To date,
seven programs are part of Medicaid-funded Home Visiting serving 11 counties
(San Juan, Rio Arriba, Bernalillo, Torrance, Quay, Curry, Roosevelt, Chaves,
Lea, Otero, and Dona Ana). In total, the department is contracting for over 5,000
families for home visiting statewide.
Budget: $66,707.5 FTE: 40

FY20 FY21  FY22  FY22

Actual Actual Target Actual

Women in Families First and Home Visiting and
eligible for Medicaid who access prenatal care in NA NA 74% 93%
the first trimester

Women who are pregnant when they enroll in
Home Visiting and Families First who access NA NA 39% 80%
postpartum care

Parents in the New Mexico Home Visiting program

for at least eight months who demonstrate 44% 74% 65% 73%
progress in practicing positive parent-child

interactions

Eligible infants and toddlers with an individual

family service plan for whom an initial evaluation,

assessment, and individual family service plan NA NA 100% 91%
meeting were conducted in the 45-day timeline

Children enrolled in Home Visiting for longer than

six months who receive regular well child exams NA NA 75% 86%
as recommended by the American Academy of

Pediatrics

Families enrolled in Medicaid-funded Home Visiting NA NA 2,000 299

Children participating in the Family, Infant, Toddler
program for at least six months who demonstrate ~ NA NA 72% 76%
substantial increase in their development

Program Rating b iy

P
2
@

ACTION PLAN

Submitted by agency? Yes
Timeline assigned by agency? No

Responsibility assigned? No
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Early Childhood Education and Care Department
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Early Education, Care and Nutrition

The Early Education, Care and Nutrition Program, primarily composed of
Childcare Assistance and the Family Nutrition Bureau, met all but one performance
targets. Prior to the pandemic, Childcare assistance average monthly enrollment
had been relatively flat, ranging between 18 thousand and 20 thousand children a
month. However, in fall 2020, enrollment declined significantly to 15 thousand.
In FY21, average monthly enrollment was 14.5 thousand. The average monthly
cost per child, however, increased to $676, or $8,117 annually. At the close of
FY22, monthly enrollment has continued to increase from nearly 22 thousand,
and the average monthly cost continued to grow to $734, or $8,810 annually. In
April 2022, ECECD announced Childcare Assistance income eligibility would
increase to 400 percent federal poverty level (FPL) and all co-payments would be
waived. The department estimated the cost to waive co-payments for Childcare
Assistance recipients is cost $1.9 million monthly and $22.3 million annually. The
department plans to cover co-payments for families through the end of FY23 with
nonrecurring federal.

Budget: $465,429.0 FTE: 152

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

Licensed childcare providers participating in Focus o o
tiered quality rating and improvement system NEW NEW 45% 51% -
Licensed childcare providers participating in Focus
tiered quality rating and improvement system at o o o o = ]
the four- and five-star level 47% 52% 40% 39%
Infants and toddlers participating in the Childcare
Assistance Program enrolled in high-quality o o
childcare programs (four- and five-star) NA NA 40% 60%
Program Rating ¥ iy Y

Public Prekindergarten

During the pandemic, all public school and most private school prekindergarten
programs were forced to close in-person programs and conduct programs virtually.
In spring 2021, virtual class sessions lasted on average approximately 30 minutes
to 45 minutes, depending on children’s ability to remain attentive and parents’
ability to assist and support their children in remote learning. The pandemic also
resulted in the programs being unable to assess children and provide the data. In
FY21, ECECD contracted for 13,608 prekindergarten and early prekindergarten
slots. The program did not meet targeted performance for FY22.

Budget: $49,856.5 FTE: 0

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

Children in the state-funded New Mexico
prekindergarten program (public and private) for at
least six months showing progress on the school
readiness spring preschool assessment tool

No ¥

No
Report  Report 94% 92%

Children enrolled for at least six months in the
state- funded New Mexico prekindergarten
program who score at first step for kindergarten or
higher on the fall kindergarten observation tool

Program Rating ¥ = ] Y

No No
Report  Report 85% 54%



Reducing repeat child maltreatment is the primary measure of New Mexico’s child
welfare system. High poverty rates, complex family needs (such as substance
abuse, domestic violence, unmet mental health needs, and unstable housing),
lack of services, and poor recruitment and retention have all been cited by the
department as obstacles to reducing repeat maltreatment more quickly. To address
all of these obstacles and to ensure the department and the rest of the child welfare
system has all of the resources it needs, the Legislature increased appropriations to
the Behavioral Health Services Program by 21 percent and Protective Services by
8 percent for FY23. The Legislature also appropriated $20 million to CYFD and
HSD to develop more behavioral health provider capacity, $50 million to higher
education institutions to increase social worker teaching endowments, $20.7
million for homeless housing assistance, additional capital assistance to local
governments for homeless housing projects, and $5 million for food bank services.

Protective Services

Prevention and early intervention is the key to reducing repeat child maltreatment.
Over the long-term, child maltreatment causes physical, psychological, and
behavioral consequences leading to increased costs to the child welfare, behavioral
health, and physical healthcare systems. The federal Centers for Disease Control
and Prevention estimates the lifetime cost of nonfatal child maltreatment at
$831 thousand. Additionally, the consequences when children experience repeat
maltreatment are potentially devastating. However, New Mexico consistently
ranks among the top six states for repeat maltreatment occurring within 12 months
of an initial allegation. Several evidence-based options for preventing repeat
maltreatment could be expanded and leveraged to garner more federal revenue
and improve outcomes. Between FY 18 and FY22, Children, Youth and Families
Department (CYFD) preventive services expenditures grew from about $1.1
million to $11.1 million, a tenfold increase, with most of the increase occurring in
the last two years. During the same period, repeat maltreatment hovered around
14 percent, but it remains well above the national benchmark of 8 percent.

Budget: $179,905.2 FTE: 1,081

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Children in _fost_er care who have at least one 96% 98% 50% 96% ol
monthly visit with their caseworker
Children in foster care for more than eight days
who achieve permanency within 12 months of 29% 30% 30% 36% a
entry into foster care
Children in foster care for 12 to 23 months at
the start of a 12-month period who achieve 40% 40% 35% 42% e
permanency
Children in foster care for 24 months, or more,
at the start of a 12-month period who achieve 34% 41% 32% 38% Ol
permanency
Children who were victims of a substantiated
maltreatment report during a 12-month period
who were victims of another substantiated 14% 14% 9% 14%  iip

maltreatment allegation within 12 months of their
initial report

ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? No

12-Month Repeat
Maltreatment

20%
18% New Mexico
Average
16%
14% \_————\
12%
10%
8%
6%
4%
29, U.S. Average
0%
2016 2017 2018 2019
Source: ACF
Children's Bureau
Children in Care by
Placement Type
1,200 2,500
1,000 2.000
800
1,500
600 g
1,000
400
" } )
i o O v« v« i
Qg oA
S 8§ 20 ©
S 820=
mmmm Other
Relative Foster Care
Non-Relative Foster Care
e T Otal

Source: CYFD




Children, Youth and Families Department

Budget: $179,905.2 FTE: 1,081
FY20 FY21 FY22 FY22
Actual Actual Target Actual

Families with a completed investigation that
participated in family support or in-home services
and did not have a subsequent substantiated
abuse report within 12 months

New New 20% 75%

National Casstoads of Egi;t:gscare placements currently in kinship care 36% 42% 35% 49%
Investigations and

Allernative Response Indian Child Welfare Act foster care youth who are

. ; New 73% 35% 2%
in an appropriate placement

Rating
L
Waorkers 2020
Initial relative placements that transition to o o o o
184 : permanency or are still stable after 12 months 74% 78% 25% 74% -
M
160 mﬂm Rate of maltreatment victimizations per 100 126 14.7 8.0 101 -
s 124 thousand days in foster care ’ ’ ’ ’
140 HnTa i iniuri i i i i
87 $er|ous |nJur|'es with prior protective services New New 26% 43% -
involvement in the last year
1R Average statewide central intake call center wait 15 27 180 30 -
.00 time in seconds
1 For children who enter care during a 12-month
B :'i I period and stay more than eight days, placement 5.8 5.6 4.0 5.7 -
moves rate per 1,000 days of care
o i Turnover rate for protective service workers 30% 26% 30% 37% iy
|
an | I i Program Rating ‘il Y Y
@ o Juvenile Justice Services

it Plispodis puid |irerkbygabeia @nd . . . . . g . .
Aot B o VWorkr, S0 Biates Physical assaults in Juvenile Justice Services (JJS) facilities are significantly down

Mmﬁ L e partially because fewer clients are in the facilities. With a two-to-one student
teacher ratio, the program is not performing as well as expected on improving
math and reading scores. The action plan is to return to more face-to-face
instruction, improve student assessments, provide Chrome books for students,
and improve teacher professional development. One area of concern, the turnover
rate for youth care specialists increased from 18 percent in FY21 to 39 percent for
FY22. The department says the high turnover is the result of staff taking outside
positions that allow telecommuting. The department wants to allow for part-time
or job share positions to improve retention.

Budget: $71,969.8 FTE: 807
FY20 FY21 FY22 FY22
Actual Actual Target Actual

Physical assaults in juvenile justice facilities 287 224 <285 155

Eligible juvenile-justice-involved youth who are

R : : New New 60% 50%
participating in fostering connections

Juvenile justice clients who successfully complete

; 94% 90% 85% 87%
formal probation

Recidivism rate for youth discharged from active

) .y 20% 18% 20% 15%
field supervision

Recidivism rate for youth discharged from

. 41% 33% 55% 35%
commitment

Clients with improved math scores 68% Nodata 56% 44%

P
Q
=

. . «Q

Clients with improved reading scores 41% Nodata 56% 33%




Budget: $71,969.8 FTE: 807

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Substantiated complaints by clients of abuse and =
o oo - 3 2 5 2 L
neglect in juvenile justice facilities
Turnover rate for youth care specialists 18% 18% 21% 39% -
Youth being formally supervised by field services o o o
currently in kinship care settings New 7% 35% 15% -
qulan CI.1|'Id Welfare Agt Youth for which proper New 61% 90% No Data
tribal notification was given
¥ Y G

Program Rating

Behavioral Health Services

New Mexico ranks 23rd among states on whether a youth with a major depressive
episode (MDE) received services. However, the state ranks 38th for youth
with MDE receiving consistent treatment and 50th and 45th for mental illness
prevalence and substance use disorder, respectively. Taken together, these
measures are an indicator the state should focus efforts on ensuring consistent
care for youth and ensuring this care is high quality and evidence-based, while
still expanding access. The number of providers offering infant mental health,
high fidelity wraparound services, multisystemic therapy, and family peer support
services increased from 100 in FY21 to 141 in FY22, a 41 percent increase. The
increase is a positive development but needs to occur at a much faster pace to
affect outcomes on a larger scale.

Budget: $45,658.8 FTE: 117

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Infants served by infant mental health teams with a
team recommendation for unification who have not 94% 70% 90%  100% ¥
had additional referrals to protective services
Chlldrep and youth in department_custody who are New 90% 70% 91% ik
placed in a community-based setting
Clients enrolled in multisystemic therapy who
demonstrate improvement in mental health 91% 92% 75% 90% o
functioning
Domestic V|olenc<.a program part.|C|pant‘s who agree New 0% 80% 90% ol
they have strategies for enhancing their safety.
Domestic violence program participants who agree
that staff and a)dvocgtes regglgrly Fhscuss their New 95% 80% 93% e
safety needs, including specific things they can do
to keep themselves safe
Change in number of endorsed or certified
healthcare personnel providing infant mental health, o o B

A B . B New New 15% 41% L
high fidelity wraparound services, multisystemic
therapy, and family peer support services
Increase in supportive or independent housing
options for youth ages 16-21 years from baseline New 15% 20% 25% o
FY20 levels
Department-involved youth in the estimated
target population who are receiving services from 64% 65% 75% 65% -
community behavioral health clinicians
Program Rating @@s @D ¥
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ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? Yes
Responsibility assigned? Yes

LegisStat Pilot Agency

The New Mexico Economic Development
Department (NMEDD) participated in the
Legislative Finance Committee’s first
LegisStat panel, a new hearing format hy-
per-focused on performance metrics and
agency action plans. The department will
update the committee on LegisStat mea-
sures in June.

The agency addressed the department’s
role in creating jobs in the state. The de-
partment will be expected to follow up on
member questions in its fall budget hear-
ing, including

o How many of the short-term strategic
plan action items has the department
completed or nearly completed?

e How do newly funded economic de-
velopment initiatives, like the venture
capital investment fund or the oppor-
tunity enterprise fund, interact with the
strategic plan?

e How is the department monitoring
the return on investment from LEDA
grants?

e How does the department ensure con-
sistency in award criteria for LEDA?

The Economic Development Department (EDD) received a 19 percent recurring
general fund increase during the 2022 Legislative session, in addition to
nonrecurring appropriations totaling $100 million between the 2021 second
legislative session and 2022 regular session. The agency will also be expected
to help shape other major legislative investments in economic development,
including the newly created venture capital fund and opportunity enterprise acts.
With over $200 million in new investments for various economic development
initiatives, along with EDD’s new 20 year strategic plan, the department has an
opportunity to diversify and grow the state’s economy.

The department surpassed performance targets on nearly every measure in
FY22, and doubled rural job creation compared with FY21 which had lagged
overall job creation since the pandemic. The committee should work with the
agency and state budget division to increase performance targets for FY24 to
reflect and maintain the momentum of the department’s FY22 performance. In
an otherwise exceptional year for the department, the performance of the New
Mexico partnership (created as a mechanism to entice and entertain companies
considering relocating to New Mexico) stands out, attracting only 64 jobs to the
state, well under the target of 2,250 jobs.

The agency’s action plan reflects both its 20 year strategic plan and directives from
legislators in the three LegisSTAT hearings EDD participated in. EDD shifted
efforts to attracting companies that offer competitive wages, moving away from
low-wage high-volume jobs such as call centers (the department notes there have
been 0 call center projects in FY22.) The agency surpassed the target for wages
of jobs created in excess of prevailing local wages by over $10 thousand, and the
average annual wage of new jobs created by the department in FY22 was $61.4
thousand, surpassing both the previous quarter and the target of $47 thousand.

Economic Development

Local Economic Development Act and Job Training Incentive Program. The
Economic Development Division awarded four companies $6.5 million in
Local Economic Development Act (LEDA) funds in the fourth quarter of FY22,
bringing total LEDA awards in FY22 to $27.9 million, creating 3,447 jobs at
a cost of about $8,000 per job. Major LEDA investments in FY22 include $10
million to Universal Hydrogen Co. (a hydrogen storage module manufacturer) to
construct a facility in Albuquerque bringing approximately 500 jobs, $5 million
to Manna Capital Partners (a capital investment group) to build an aluminum
can sheet rolling and recycling center in Los Lunas, creating 950 jobs within the
next 4 years, and $5 million to Curia (a bioscience research and manufacturing
organization in Albuquerque) to expand its operational facilities. The department
reports $3.5million available in LEDA funds, not including the $50 million
appropriated in the 2022 regular session.

For the Job Training Incentive Program (JTIP), the JTIP board approved 30
companies in the fourth quarter, bringing 465 new jobs at an average wage of
$31 per hour. Of the new jobs, 224 were high wage with salaries in excess of $60
thousand, 99 of which were in rural areas. A total of 2,355 trainees were approved



for JTIP funding in FY22, 570 of which were in rural areas. Additionally, the Film
Crew Advancement Program, one of the two job training incentive programs for
Film and Multimedia programs, approved a total of 29 companies to train 202
crew members at an average hourly wage of $41.24 in FY22. The department
reports $6.1 million in available JTIP funds.

MainStreet. In addition to $42 million in private sector investments and 232
private building rehabilitations, local MainStreet programs reported 200 net
new businesses, 45 business expansions, and 730 net new jobs in FY22. Major
MainStreet projects from the final quarter of FY22 include three public/private
projects worth over $4.2 million this quarter in Artesia, Carlsbad, and Las Cruces,
and $2.2 million in private rehabilitation work throughout the state. During the
2022 regular legislative session, the Legislature approved a remarkable $10
million in severance tax bonds for MainStreet districts, compared with just $250
thousand in 2021 and $1 million in 2020.

Budget: $10,277 FTE: 25

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

projects managed by the New Mexico Partnership

Private sector dollars leveraged by each dollar 27-1 128:1 20:1 84:1
through Local Economic Development Act

Jobs created through the use of Local Economic 1,600 3,058 3,000 3,447
Development Act funds

Jobs created due to economic development 2,670 5.012 4000 5,263 G

department efforts

Rural jobs created 460 871 1,320 1,766 g o

Average wage of jobs created due to economic NEW $70.6 $47.5 $61.4 G

development department efforts (in thousands)

Jobs created through business relocations 812 147 2,250 64 -

facilitated by the New Mexico partnership

Private sector investment in mainstreet districts, $24.5 $59 $30 $42 G

in millions

Number of building rehabilitations assisted by the 306 274 200 232 G

MainStreet Program

Potential recruitment opportunities submitted by 33 60 60 69 G

the New Mexico Partnership

Wages of jobs created in excess of prevailing NEW  $24,948 $5000 $18,177 G

local wages

Private sector investment in MainStreet districts, $24.57 $58 $30 $42 (E]

in millions

Number of company visits to New Mexico for New 9 12 21 G
G
G

Y Y

Program Rating

*Measure is classified as explanatory and does not have a target.

New Mexico Film Office

The Covid-19 pandemic brought film and television production to a standstill
from March 2020 to September 2020. Productions ramped up quickly at the
close of FY21 and have continued momentum in FY22. All measures for the film
office surpassed FY22 targets, with direct spending by the film industry notably
increasing from $51 million to $206 million.
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Source: EDD




One-Time Economic
Development Funding at a

Glance
(in thousand of dollars)

2021

Second | 2022

Special | Regular
Purpose Session | Session
Outdoor Equity Fund 3,000
Trails + Grants 7,000
Film Academy 40,000
Local Economic
Development Act 50,000
Venture Capital
Investment Fund 35,000
Federal Grants
Administration 435 3,500
Local grant 1,500
management
Opportunity
Enterprise Fund 70,000
Job Tr_alnlng 6,000
Incentive Program
Subtotal 10,000| 201,000
Grand Total 216,435

Source: LFC Files

Budget: $822.8 FTE: 8

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

Direct spending by film industry productions, in $257.3 $624 $530 855.4 I
millions ’ ’ )
Film and media worker days 266,604 514,580 320,000 668,707 [}
Total gross receipts paid by film industry NEW $30.6 $20 $47 Tl
productions, in millions ’ )
Total wages paid by film industry productions to
New Mexico residents, in millions NEW $121.2 $200 $157 i

Program Rating Y T G

*Measure is classified as explanatory and does not have a target.

Outdoor Recreation

The Outdoor Recreation Division’s goal is to ensure all New Mexicans share in
the public health, environmental, and economic benefits of sustainable outdoor
recreation. The division focuses on a few key impact areas: economic development,
promotion of outdoor-recreation assets, conservation, and education and public
health programs.

The Legislature heavily invested in the division’s two grant funds, appropriating
$7 million to the “Trails+” fund, created to assist local entities in creating,
maintaining, and improving recreational trails, and $3 million to the outdoor
equity fund, designed to fund outdoor programming for underserved youth. The
division began accepting grant applications for the Trails+ outdoor infrastructure
grants in early March and announced the first 15 recipients of the grant, totaling
$2.74 million. Approved projects include $400 thousand to McKinley County
for a 22 mile trail connector, $99 thousand to Red River for restroom facilities
in Mallette Park, and $78.9 thousand for trail improvements in Bloomfield. The
outdoor equity fund will announce award recipients in fall 2022.

The division also received a $1.9 million joint grant with the Tourism Department
from the federal Economic Development Administration for marketing. As a
result, the office began tracking earned media from the department’s efforts and
reports approximately $28 thousand in earned media in FY22.

Budget: $482.2 FTE: 4

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
New ou_tdoo_r _re_cre*anon jobs created by the outdoor 40 9 N/A 173
recreation division
Outdoor recreat.lon p.r<.)J¢.actE funded or lead by the 1 9 N/A 44
outdoor recreation division
Number of youth to part.|<:.|platei|n outdoor education NEW NEW N/A 21.904
programs through the division

Program Rating i

*Measure is classified as explanatory and does not have a target.



With the state’s peak tourism season (April-August) coming to a close, tourism
sector job growth steadily recovering, and a nearly 15 percent budget increase on
the horizon for FY23, the Tourism Department (NMTD) is positioned to make real
impact in an industry that took seemingly endless hits throughout the pandemic.
The department met or exceeded most performance targets in FY22 and submitted
detailed and achievable action plans where performance was low.

NMTD focuses on data for everything from workforce revitalization to marketing
decisions and hosts a public economic recovery dashboard on its website. The
dashboard features data from various sources on visitor spending, vaccination
rates, small business performance, and hotel occupancy rates. This tool enables
legislators and members of the public to track the efficacy of marketing and
promotion spending, and the department should consider continuing the dashboard
postpandemic in addition to including relevant measures in its quarterly reports.

Marketing and Promotion

Workforce. After a nearly two-year long recovery period, jobs in the New Mexico
leisure and hospitality sector pulled within 1 percentage point of prepandemic
employment levels. The department reports 19 percent more jobs in the sector
in the fourth quarter of FY22 year over year and 3,200 more jobs compared with
last quarter. The department participated in the ongoing LegisStat hearing format,
wherein agencies consistently respond to specific metrics to gauge performance
and encourage performance-based management. In response to July LegisStat
hearing where members questioned how the department could collaborate with
other state agencies to increase visitation and address workforce concerns, the
secretary submitted an action plan detailing new initiatives to collaborate with
the Department of Cultural Affairs and the State Parks Division of the Energy,
Minerals, and Natural Resources Department. NMTD will continue to collaborate
with the Workforce Solutions Department to match unemployed individuals with
unfilled leisure and hospitality jobs. The department reports it also collaborated
with the New Mexico Small Business Development Center to provide counseling
and resources to keep businesses open, saving 2,000 tourism- related jobs in FY22.

Media and Engagement. The department leveraged pandemic-related closures to
significantly grow its social media presence in FY21, but digital engagement fell
in every quarter of FY22. The agency offers several explanations for decreased
engagement, most notably that new platform algorithms tend to boost “incendiary”
or “controversial” posts. The agency’s strategic plan addresses this directly, noting
the department made a deliberate shift posting neutral but engaging content and
voluntarily reported other, more useful measures, such as number of e-newsletters
opened and website traffic activity. The department secured five times the target
for earned media in FY22 from various news, sports, and magazine features and
reports a return on investment of $5.60 in earned media for every $1 spent on
national marketing.

Budget: $14,795.1 FTE: 16 FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Year over year change in New Mexico leisure and 275%  -14% 39% 19% G

hospitality employment

ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? Yes
Responsibility assigned? Yes

LegisStat Pilot Agency

The Tourism Department participated in
the Legislative Finance Committee’s first
LegisStat panel, a new hearing format
hyper-focused on performance metrics
and agency action plans.

The agency addressed key economic
recovery indicators, including visitation
rates and leisure and hospitality
employment rates. The department
submitted some follow-up requests but
will be asked to update members on
outstanding questions, including

o Visitor spending by county
o Updated childcare/workforce data

e Outcomes from collaboration with
agencies, including State Parks, the
Economic Development Department,
and the Department of Cultural Affairs.
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Source: NMTD

Tourism Recovery Metrics

June 2020 | June 2022
Travel Spending* -67.1% -2%
Drive Market o o
Visitors* ~54% %
Passengers De-
planed At Albu- 25,313| 135,931
querque Interna- ’ ’
tional Sunport
Hotel Occupancy 25.9% 30.3%
Rates* ’ ’

*percentage increase (decrease) compared
with FY19



Retail and Recreation
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Tourism and Outdoor Recreation
The Tourism Department works closely
with  the  Economic  Development
Department’s Outdoor Recreation Division
to ensure trails are supported by the New
Mexico True brand and expand outdoor
tourism development. The department’s
received a $2.5 joint grant to build outdoor
tourism infrastructure. Approved project
examples include

¢ $65.5 thousand to Clovis: Mental Health
Resources Inc. will convert four acres
of vacant land into the Richard Lucero
Wellness Trail in Clovis for public,
client, and staff use.

e $400 thousand to McKinley County:
McKenzie Ridge Trail Connector is
a 22-mile segment that links Hilso
(McGaffey) Trail System to the Twin
Springs Trail System as part of the
overall 186-mile Zuni Mountain Trail
Project. This project climbs along
McKenzie Ridge.

e $99 thousand to Red River: The
Town of Red River will install proper
restroom facilities to complement the
town’s substantial investments in the
recreational features at Mallette Park.
The park enjoys growing popularity with
local residents and visitors alike

e $202.3 thousand to Ruidoso: The
project will improve, design, and
develop sheltered picnic areas,
restrooms, pavilions, Americans with
Disabilities Act improvements, and dock
improvements.

Budget: $14,795.1 FTE: 16

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Change in total digital engagement New 16.8% 39% 329 -
Amount of earned media value generated in millions  New $1.7 $1.0 $5.2 G
Program Rating ¥ Y Y

*Measure is classified as explanatory and does not have a target.
New Mexico Magazine

New Mexico Magazine revenues in FY22 were 30 percent higher than in FY21.
New Mexico Magazine shifted much of its readership and advertising to online
rather than in print and submitted new measures for FY24 to encapsulate online
activity. The magazine’s digital engagement reaches more than 200 thousand
visitors per month across various platforms, and the magazine won 16 award
recognitions from the International Regional Magazine Publishers Association,
including first place awards in writer of the year, recreation feature, general
feature, illustration, food feature, and travel package.

Budget: $3,231.9 FTE: 10

FY20 FY21 FYy22 FY22
Actual Actual Target Actual Rating
Advertising revenue per issue, in thousands $75 $182.2 $80 $137 WL
Program Rating G G

*Measure is classified as explanatory and does not have a target.

Tourism Development Program

The program provides tourism support for communities, regions, and other entities
around the state by providing training, litter prevention, cultural heritage outreach,
and financial support in the form of competitive grants. The program made
collaboration with Native American partners a priority in recent years, hiring a full-
time cultural heritage coordinator in late FY20. The New Mexico True Certified
program continued to grow in FY22 and helped businesses weather the pandemic
by creating holiday gift guides and various road trip guides. NMTD notes the
New Mexico True certified program has quadrupled since its creation in 2014 and
projects continued growth as more businesses realize its branding potential.

The Tourism Development Program’s cooperative marketing grant initiative
has also become a popular function of the agency. The grant, which requires
matching funds from local governments, enhances local tourism campaigns with
the expertise and brand power of the department while allowing communities to
choose attractions to highlight. The department worked with the State Budget
Division and LFC staff to create new measures tracking the success of these
programs as funding increases.

Budget: $2,305.8 FTE: 18
FY20 FY21 FY22 FY22
Actual Actual Target Acztélal Rating
Number of meetings or events conducted with il
. . - NEW 21 16
Native American entities
- . . 401
Number of participants in New Mexico True
Certified Program NEW 414 250 -
Program Rating ¥ R G

*Measure is classified as explanatory and does not have a target.



Workforce Solutions Department

Across sectors, the state is in need of every worker it can get, but it especially
needs teachers, nurses, social workers, and service industry workers. Improving
participation in the labor force is a key strategic goal for the state to recover
from the pandemic, meet long-term needs, and address labor shortages. However,
almost every indicator of the labor force participation rate (LFPR) is lower in
New Mexico than the rest of the United States including by sex, educational
attainment, disability, and age, according to the April 2022 Workforce Solutions
Department Labor Market Review. The review found participation rates dropped
9 percent between 1999 (peak LFPR) and 2021 for men between the ages of
25-34, the largest reduction for any age group and close to double the national
decline. In 2021, the LFPR for men in New Mexico ranked third from the bottom
nationally. Also in 2021, New Mexico had the fourth lowest LFPR among women
and the reduction between 1999 and 2021 was greatest for women aged 35-44 at
5.2 percent. Between 2010 and 2020, participation dropped the most for those
with just a high school education.

U.S. and New Mexico Labor Force Participation for Select

Groups
o w Difference of 47 thousand men
68.0% NM Men
63.0% I
58.0% US women Difference of 43 thousand women

NM Women ‘
53.0% i

48.0%

*Difference of 32 thousand
43.0% US 55 and Older older workers
SN

38.0% NM 55 and Older
33.0%

QA D> ) Q N g O o » o A Q) Q) Q N

Q Q Q N N N N N N N N N N Q% Q,

T FE PSP S S D
*includes overlap with men/women Source: WSD, BLS, U.S. Census

U.S. Bureau of Labor Statistics, studies show low labor force participation rates
cause rising dependency ratios because fewer workers are available to support
those who do not work, higher tax rates because of a shrinking base, and slower
economic growth because fewer people are working. Reasons for low participation
include out-migration of working aged adults, an aging population, and more
people receiving disability. The number of people receiving disability between
1999 and 2020 nearly doubled from 31 thousand to 61.3 thousand. The study also
suggested a correlation between low LFPR and comparatively low real per capita
income.

The Legislature made investments in 2022 to address labor shortages in key
areas. The department directly received $10 million for reemployment services,
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High Employment
Demand Low Supply
Change Between March 2020
to March 2022, Select
Industries)

Total Nonfarm
Employment -10,90I 31,104

Federal, State &
Local Government 'Q‘OOI 1,301

Healthcare/Social

Assistance '2'500| 6,883

m Nonfarm Employment
Advertised Job Openings

Source: WSD

case management, and youth apprenticeships. Higher education institutions
also received about $100 million for teaching endowments in social worker and
nursing programs, $7 million for the teacher student loan repayment fund, and
$20 million for work-study programs. There is no shortage of funding for training
future workers but a plan and further coordination among the entities is needed to
spend funding strategically.

Employment Services

The Employment Services Program plays a key role in addressing the low LFPR
and is a central player in developing a plan. The program oversees the state’s
network of workforce connections centers and operates several programs related to
the federal Workforce Innovation and Opportunities Act (WIOA). The Legislature
appropriated $10 million to the department from the federal American Rescue
Plan Act funds for reemployment case management and youth apprenticeships.
Much of the funding could be used to augment already existing evidence-
based workforce programs the federal government funds through WIOA. In
the fourth quarter, 12.6 thousand individuals received employment services in
a connections office, roughly half the targeted 25 thousand. The plan to improve
the participation rate will require a large outreach effort and case management to
ensure prospective workers take advantage of generous state programs, such as
near universal childcare.

Budget: $22,505.4 FTE: 149

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Average six-month earnings of individuals entering
employment after receiving employment services in $11,936 $13,594 $12,750 $15,076 4»
a Connections Office

Recently separated veterans entering employment  49% 47% 50% 48% Y

Unemployed disabled veterans entering
employment after receiving workforce development  44% 47% 50% 46% ¥
services in a Connections Office

Individuals receiving employment services in a

Connections Office 91,743 107,366 100,000 60,116 i

Unemployed individuals employed after receiving

0, 0, 0, 0,
employment services in a Connections Office 67% 57% 60% 51% -

Individuals who have received employment services
in a Connection Office, retaining employment 69%
services after six months

57% 75% 55% e

Recently separated veterans retaining employment

0 o o o
after six months 52% 45% % 47% >

Average six-month earnings of unemployed
veterans entering employment after receiving $9,478 $14,193 $17,000 $18,800 N
veterans’ services in a Connections Office

Average change in six-month earnings of working No

individuals after receiving employment servicesina New $1,500 $2,032 e
. ) report

Connections Office

Audited apprenticeship programs deemed

. New 67% 75% 50% ¥
compliant

Total number of individuals accessing the agency’s
online Job Seeker portal New 293,837 125,000 106,659 e
Apprenticeships registered and in training New 1,837 1,500 1,883 i

Program Rating ¥ ¥ G

*Measure is classified as explanatory and does not have a target.



Unemployment Insurance

In May 2021, LFC published an unemployment insurance spotlight evaluation
and estimated the state had paid about $250 million in benefit overpayments since
the start of the pandemic. To address overpayment issues and reduce call center
wait times, the department hired more than 100 call center staff. Some of the staff
were repurposed contact tracers from the Department of Health (DOH) and others
were brought on as exempt staff through the governor’s office. However, because
the federal government instituted the overpayment waiver, the workload of these
staff should have been reduced.

Standard Unemployment Insurance Weekly Payments and
Trust Fund Balance
(in millions)
$40 $600
$30 $500
n ‘I‘ $400
$20 H $300
||
100
$0 ||||||||IIIII|IIIIIII|‘ | |||||||. || | ||||||||||||||||||”|“||||‘||||||II||||||||||||||IIIIIIII|II|II|||.|I|||||m|| $
$0

$10 -$100
$20 -$200
i -$300
-$30 -$400

DO OO0 00000000 ™™ ™M™ ™™ NNNNNN

T A AN AN ANANANANANANAN AN AN AN AN AN AN N NN AN NANNNANN

[cNeoNoNoNeoNoNoNololololNoNoNoNolNoNolNolNoNoloNoNoNoNoNoNoN o]

ANNNNANNQNNNNNNQNNNNNQNQNNNNNNNNNA

OO NMOONMNTOOTOOMNDOANNMNMN T-UOOSTONTTOM O

s st 9dFos S 99O+ o A

mmmm Standard Weekly Payments Trust Fund Balance (Right Axis) S

ourc

Budget: $14,107.4 FTE: 164
FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Eligible unemployment claims issued a 73% 55% 89% 35%

determination within 21 days from the date of claim

Percent of all first payments made within 14 days

0, 0, 0, 0,
after the waiting week 84% 60% 90% 52%

Accuracy rate of claimant separation determinations  N/A 53% 91% 65%

Average wait time to speak with a customer service
agent in the unemployment insurance operation
center to file a new unemployment insurance claim,
in minutes

24:48 18:69 18:00 719

Average wait time to speak with a customer service
agent in the unemployment insurance operation 18:48 16:55 15:00 9:30
center to file a weekly certification, in minutes

Program Rating il WE

*Measure is classified as explanatory and does not have a target.

<6 & 000

Labor Relations

In 2021, the Legislature passed the Healthy Workplaces Act requiring employers
within the state to provide sick leave of one hour per 30 hours worked, with earned
sick leave carrying over from year to year with the maximum total carryover not to
be less than 64 hours. The department is required to investigate complaints related
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Workforce Solutions Department

to the act, which may significantly increase investigations. The department posted
guidance with frequently asked questions on its website to support businesses
implementing the law. On the measure for claims issued a determination within
90 days, the agency received a yellow rating because it made siginificant progress
over three years toward reaching the target.

Budget: $2,947.4 FTE: 41
FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

Investigated claims issued an administrative 17% 14% 85% 50% ¥

determination within 90 days
Total public works projects inspected New 0% 80% 7% Y

Discrimination claims investigated and issued a
determination within two-hundred days

Program Rating ¥ i -

*Measure is classified as explanatory and does not have a target.

New 27% 75% 28% e




Human Services Department

The Human Services Department’s Medicaid Program enrolls almost 50 percent of
New Mexicans, making it the largest per capita Medicaid Program in the country,
and represents approximately 14 percent of the state’s general fund spending.
Quarterly data for Medicaid is not consistently reported because of a lag in data
from the reporting period, making it difficult to monitor performance outcomes.
For the fourth quarter, several of the Medicaid Program’s performance measures
are pending because annual Healthcare Effectiveness Data and Information Set
(HEDIS) data becomes available June 30. Where data is available, Medicaid’s
performance appears to be lagging behind the targets, concerning for a program of
this size and import. HSD reports performance is improving on certain Medicaid
performance measures when compared with the same time period last year.

Medicaid managed care organizations (MCOs) receive per-member per-month
(PMPM) payments for most Medicaid enrollees regardless if enrollees access
services. Notably, utilization rates appear well below the projected levels on
which the PMPM rates were built, resulting in the Medical Assistance Division
recouping funds from the MCOs. Network adequacy must be ensured to enable
Medicaid clients to access to services.

Labor force participation is needed at all levels in the state. However, the Income
Support Division’s (ISD) Temporary Assistance for Needy Families (TANF)
Program reported 0.8 percent out of a targeted 37 percent of TANF recipients
were ineligible for cash assistance due to work-related income, an indication
almost all TANF recipients are unemployed or underemployed. The Workforce
Solutions Department helps TANF participants with workforce and educational
opportunities. ISD and the Child Support Enforcement Division’s performance
both lagged behind targeted levels for FY22.

Pandemic-Related Enrollment and Funds. The public health emergency
(PHE), federal policy, and workforce participation greatly impact the Medicaid
program’s enrollment, utilization, costs, and outcomes. In 2020, the Families
First Coronavirus Response Act included a 6.2 percent increase in the federal

ACTION PLAN
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The Office of Superintendent of Insur-
ance (OSI) implemented network ad-
equacy compliance reporting require-
ments for commercial health insur-
ance beginning January 1, 2022. OSI
also implemented more rigorous stan-
dards for existing network adequacy
compliance reporting.

Medicaid MCOs should be required to
comply with OSI regulations for net-
work adequacy and reporting.

The Medicaid caseload in June
2022 was 968,763 individuals, a 4.2
percent increase over a year ago.
The count of Medicaid recipients in-
creased by 1,765, or 0.2 percent,
over May 2022.

In June 2022, 385,538 children were
on Medicaid, an increase of 4,851
children, or 1.3 percent, over June
2021. However, the number of chil-
dren on Medicaid decreased by 549
members, down 0.1 percent, from
May 2022 to June 2022.

Children in Medicaid
Receiving Annual
Dental Visit
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Source: HSD Quarterly Report

Medicaid matching rate in exchange for states keeping all enrollees regardless
of income. During the PHE between March 2020 and March 2022, Medicaid
enrolled over 160 thousand new members, for a total approaching 970 thousand.

Medical Assistance Division

The Medicaid Program received a red rating for the fourth quarter based on
reported performance not meeting targeted levels on multiple measures, including
infant and maternal health. The program did not report fourth quarter data for
HEDIS performance measures highlighted in the report card and is expected to
report annual HEDIS performance measure data in the first quarter of FY23. The
Medical Assistance Division (MAD) reports it is working with MCOs to ensure
every qualified New Mexican receives timely and accurate benefits.

For the third quarter, a reported 7.6 percent out of a targeted 88 percent of children
received one or more well-child primary care visits. HSD reports this rate is
based on HEDIS technical specifications, which applies a member’s continuous
enrollment specification for the measurement year and does not align with the state
fiscal year quarterly reporting. No data was reported for this HEDIS performance
measure for the fourth quarter, but with almost 8,000 children added to Medicaid
during the federally declared public health emergency, quarterly performance
data that monitors the health outcomes for children on Medicaid is critical.

The performance measure, “infants in Medicaid managed care who had six or more
well-child visits with a primary care physician during their first 15 months” is a
measure HSD uses to track performance and issue penalties for noncompliance.
However, fourth quarter data was not provided for this measure. HSD added the
well-child measure as a Medicaid MCO tracking measure in FY22 and requested
MCOs provide detailed action plans with their quarterly performance measures.
MCO strategies to improve well-child visits include increasing outreach calls,
instituting value-based contracts with providers, creating a reward program for
well-child visit compliance, offering assistance with scheduling appointments
and transportation, and implementing a member texting campaign.

Home Visiting. Participation in the Centennial Home Visiting program (CHV)
remains low despite federal and Medicaid funding for the program. CHV was
established in 2020, provides in-home services to young children, children
with special healthcare needs, and the parents and primary caregivers of those
children. The CHV’s goals are to improve maternal and child health, promote
child development and school readiness, encourage positive parenting, and
connect families to support in their communities. MAD requires the prenatal and
postpartum performance measures, and each MCO is expected to meet the target
of 64.8 percent.

Budget: $6,351,758.6 FTE: 215.5
FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Infants in Medicaid managed care who had six or No
more well-child visits with a primary care physician 52% 51% N/A -
) e . Report
during their first 15 months
Children and youth in Medicaid managed care who No
had one or more well-child visits with a primary care  33% 39.5% 88% Report -
physician during the measurement year*
Children ages 2 to 21 enrolled in Medicaid No
managed care who had at least one dental visit 54% 56% 72% Report RO

during the measurement year



Hgspltal readmlsspns for children ages 2 to 17 4.9% 6.7% <5% 6.8%
within 30 days of discharge
Hospital readmissions for adults 18 and over within 9.3% 8.9% <8% 8.9%

30 days of discharge

Emergency room use categorized as honemergent

0, 0, 0, 0,
per one thousand Medicaid member months 61% 50% 50% 53%

Newborns with Medicaid whose mothers received

a prenatal care visit in the first trimester or within 72% 70% 83% No

42 days of enrollment in the managed care Report
organization*

Medicaid managed care members ages 18 through No
75 with diabetes, types 1 and 2, whose HbA1cwas  54% 53% 86% Report

>9 percent during the measurement year*

Program Rating ¥

*Measures are Healthcare Effectiveness Data and Information Set (HEDIS) measures, which represent a tool used by
more than 90 percent of America's health plans to measure performance on important dimensions of care and service.
The most recent unaudited data available includes the last quarters of FY21 and the first quarters of FY22. The data
for HEDIS measures is preliminary and will be finalized in June 2022.

Income Support Division

The Income Support Division’s (ISD) Temporary Assistance for Needy Families
(TANF) and Supplemental Nutrition Assistance Program (SNAP) caseloads rose
over the previous year but began declining at the end of FY22. The performance
measure “TANF recipient’s ineligible for cash assistance due to work-related
income” reflects adults whose new employment income exceeded TANF guidelines.
Despite unemployment substantially declining in New Mexico, less than 1 percent
of TANF recipients were ineligible for cash assistance due to work-related income.

The Workforce Solutions Department (WSD) is partnering with ISD to establish
employment placements for TANF Career Link Program and Wage Subsidy
Program participants. WSD started a campaign called “Ready NM” with access to
training, education, and employment resources that can assist TANF participants.

HSD reports WSD implemented an internal case management process to utilize
its employment services staff and workforce connection online system (WCOS)
to directly connect TANF participants to available employment and training
opportunities throughout the state. TANF participants identified as job ready are
referred to employment services staff who assist in WCOS registration, résumé
writing, interview preparation and applying for jobs via WCOS. TANF participants
who are working with WSD also have direct access to programs offered by the
Division of Vocational Rehabilitation, Higher Education Department, and other
local community partners, enhancing opportunities for employment and education
for TANF participants.

Budget: $1,080,047.7 FTE: 1,133
FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Regular Supplemental Nutrition Assistance Program
cases meeting the federally required measure of 98.8% 98.6% 96% 89% -
timeliness of 30 days
Expedited Supplemental Nutrition Assistance
Program cases meeting federally required measure 98.8%  98.5% 98% 75.5% -
of timeliness of seven days
Temporary Assistance for Needy Families recipients
ineligible for cash assistance due to work-related 14.1% 7.6% 37% 0.8% -

income

The Supplemental Nutrition Assis-
tance Program (SNAP) caseload in
June 2022 was 240,950, an 11.3 per-
cent decrease from a year ago and a
decrease of 6,156 cases, or 2.5 per-
cent, below May.

The Temporary Assistance for Needy
Families (TANF) caseload was
10,735 in June 2022, a decrease of
11 percent from a year ago and a de-
crease of 205 cases, or 1.9 percent,
below May.
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Two-parent recipients of Temporary Assistance for

Needy Families meeting federally required work 28.2% 3.5% 52% 2.9% -
requirements
All families receiving Temporary Assistance for
Needy Families meeting federally required work 24.3% 4.2% 37% 2.8% -
requirements

Program Rating TR TR

Child Support Enforcement Division

The Child Support Enforcement Division (CSED) is engaged in modernizing
the program to set accurate child support obligations based on the noncustodial
parent’s ability to pay; increasing consistent, on-time payments to families;
moving nonpaying cases to paying status; improving child support collections;
and incorporating technological advances and evidence-based standards that
support good customer service and cost-effective management practices. These
modernization efforts were tested in pilot offices and were implemented statewide
beginning in February 2022. CSED expected performance to improve with these
efforts; however, performance for all FY22 CSED performance metrics fell
somewhat short of targeted levels.

CSED reported child support collections totaled $130.3 million and did not meet
the FY22 target of $145 million for the year. The decrease in collections began
in September 2021, when many noncustodial parents lost unemployment benefits,
which were being collected as part of wage withholding payments. The shortfall
continued despite an increase in payments due to federal and state tax interceptions
in the third quarter. During the 2021 legislative session, statutory changes were
made to assist CSED with setting orders based on new guidelines and reviewing
cases for possible modifications for right-sized court orders that the noncustodial
parents can pay on a more consistent basis. Implementation of those changes began
in July 2021 and early data is showing promise for FY23 performance.

Total dollars collected per dollars expended is a federal fiscal year performance
measure and no data was yet reported at the close of FY22. CSED expected to see a
drop in this measure due to several IT expenditures for modernization projects, the
largest of which is the mainframe platform project, implemented in February 2022.

Budget: $32,794.2 FTE: 370
FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

Noncustodial parents paying support per total cases o o o o

with support orders 51.7% 557%  58%  52.4% P

To.telll child support enforcement collections, in $156.1  $147.4 $145 $130.3 -

millions

Child support owed that is collected 58.7% 60.9%  60% 57.6% W

Cases with support orders 83.2% 835% 85%  83.1% P

Total dollars collected per dollars expended $3.44  $2.90  $4.00 Rglp%rt TR

Average child support collected per child NEW NEW N/A $127.92 ¥
Program Rating {llle Y TR

Note: Children with paternity acknowledged or adjudicated are reported in the federal fiscal year.



Despite a substantial investment, behavioral health performance outcomes remain
poor in New Mexico and the state continues to have some of the worst behavioral
health outcomes in the country. In recent years, state and federal funding for
behavioral health has notably increased in both the Medicaid Program and the
Behavioral Health Services Division. Several initiatives have been implemented;
however, these efforts may not yet be fully reflected in the behavioral health
performance outcomes.

The Behavioral Health Collaborative (BHC) needs to enhance its role coordinating
overarching behavioral health services across state agencies, including Medicaid.
Performance data across agencies would provide a comprehensive overview
of the coordination of behavioral health services in the state system, access
to services, and systemic outcomes. Currently, the BHC report card primarily
consists of performance measures and data from the Behavioral Health Services
Division (BHSD) of the Human Services Department representing only a portion
of the state’s behavioral health system and service dollars.

Existing Problem

New Mexico had some of the poorest substance use and behavioral health
outcomes in the country even before the Covid-19 pandemic further exacerbated
anxiety, depression, and substance use. In New Mexico, 19 percent of adults
experience mental illness, and as of 2020, New Mexico had the second highest
suicide rate in the nation, a rate of 24.8 per 100 thousand people. BHSD reports
in the past year over 60 percent of adults with moderate mental illness and 30
percent of adults with serious mental illness did not receive treatment.

The U.S. Centers for Disease Control and Prevention reports in 2020 New Mexico
had the 11th highest drug overdose death rate in the United States. New Mexico’s
drug overdose death rate was 39 per 100 thousand population. New Mexico’s
alcohol-related death rate, 86.6 per 100 thousand population, was over twice the
U.S. rate of 41.5. About two out of three drug overdose deaths in New Mexico
in 2020 involved an opioid, and the methamphetamine death rate grew 2.8 times
higher than in 2015. The fentanyl-involved death rate in 2020 was seven times
greater than in 2016.

Behavioral Health System of Care

Access to Behavioral Health Services. In 2021, BHSD reported there were
6,295 prescribing and 4,057 non-prescribing Medicaid behavioral health
providers in New Mexico. Total behavioral health practitioners increased from
approximately 500 providers. Behavioral health organizations grew from 368 in
2020 to 388 in 2021. The total number of behavioral health encounters provided
by a behavioral health professional or nonbehavioral professional increased from
2,498,234 in 2020 to 2,985,516 encounters in 2021.

A dedicated crisis line was also created for healthcare practitioners. Priorities are
to train and provide ongoing coaching to providers on evidence-based practices
that can be delivered via telehealth; enhance the statewide crisis and access line;

ACTION PLAN
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LFC Progress Report: Addressing
Substance Use Disorders

In August 2021, an LFC progress re-
port recommended the state

= Improve prevention and early inter-
vention programs to address the
underlying causes of substance
abuse, including poverty and child-
hood trauma; and

= Improve the quality of behavioral
healthcare, boost access, increase
financial incentives, and build a
workforce that better represents
the state’s cultural and racial de-
mographics.



Alcohol Abuse, Opioids, and
Overdoses

The Department of Health’s, New
Mexico Substance Use Epidemiology
Profile, 2021, indicates New Mexico
has had the highest alcohol-related
death rate in the United States since
1997. New Mexicans die of alcohol-
related causes at nearly three times
the national average, higher than
any other state. Alcohol is involved
in more deaths than fentanyl, heroin,
and methamphetamine combined.
Negative consequences of using ex-
cessive alcohol also affect domestic
violence, crime, poverty, unemploy-
ment, and exacerbates mental ill-
ness, all of which are social determi-
nants of health.

According to the federal Substance
Abuse and Mental Health Services
Administration, 75 percent of people
addicted to opioids began taking the
drugs with a prescription.

Unintentional drug overdoses ac-
counted for almost 86 percent of drug
overdose deaths from 2015 to 2019
in New Mexico, according to the De-
partment of Health. Forty-five percent
of those accidental overdoses were
caused by prescription opioids and
33 percent by heroin. Of those pre-
ventable deaths, nearly 40 percent
were of Hispanic males and 18 per-
cent were Hispanic females.

One of the most cited barriers to
prevention, treatment, and recovery
from opioid abuse in Hispanic and
Latino communities has been the
lack of effective bilingual educational
resources. The Human Services De-
partment’s YouTube series “jEI Opio
Drama!” emphasizes opioid overdose
prevention tactics. Since the Span-
ish-language video series launched,
it has received over 700 thousand
views.

screen, assess, and serve the health workforce; implement peer recovery supports;
and support the network of crisis response, including telepsychiatry.

Provision of Behavioral Health Services. During the pandemic, New Mexico
Medicaid managed care organization (MCOs) and non-Medicaid programs
allowed behavioral health providers to bill for telephone visits using the same
rates as in-person visits. In FY20, 22,575 unduplicated members were served
through telehealth services. However, in FY22 the use of telehealth and telephone
services to provide behavioral health services are declining. In the fourth quarter,
35,062 unduplicated persons were served in rural and frontier areas through
telemedicine as compared with 38,096 persons served last year, representing an
8 percent decrease. The decline is attributed to the lag in claims reporting and
decreased utilization as the pandemic declines and people return to office visits.

Notably, health providers who do not specialize in behavioral health are providing
an increasing number of behavioral health services. This would indicate more
people are reaching out to primary care providers for easier access to behavioral
health services. HSD’s Primary Care Council is intent on incorporating behavioral
health into primary care to bolster support for a behavioral health workforce that
is not large enough to meet the needs of state’s residents.

BHC Budget: $756,044.1 FTE: 53
FY20

Actual

FY21
Actual

FY22
Target

FY22
Actual Rating
Adult Medicaid members diagnosed with major
depression who received continuous treatment with  40.6%

an antidepressant medication

38.3%  35% 40% [

Medicaid members ages 6 to 17 discharged from
inpatient psychiatric hospitalization stays of four or
more days who receive follow-up community-based
services at seven days

432% 537% 51%  50.8% [

Medicaid members ages 18 and older discharged
from inpatient psychiatric hospitalization stays

of four or more days who receive follow-up
community-based services at seven days

432% 537% 51%  31.8% e

Increase in the number of persons served through

[} _Qo,
telehealth in rural and frontier counties* 68.8% N/A 8% i

308%
Readmissions to same level of care or higher
for children or youth discharged from residential
treatment centers and inpatient care

8.9% 10.8% 5% 8.1%

Individuals served annually in substance use
or mental health programs administered by the
Behavioral Health Collaborative and Medicaid

273,198 200,932 172,000 212,486 [

Emergency department visits for Medicaid members 14.3%  13.3% 12.6%
ages 13 and older with a principal diagnosis of 7day; 7 day; 259, 7 day; -
alcohol or drug dependence who receive follow-up  21.8%  19.7% ° 19.6%
visit within seven days and 30 days 30day 30day 30 day
Pers.ons receiving .telephone behayloral health NEW NEW 60,000 62439 i
services in Medicaid and non-Medicaid programs

Program Rating e

*Measure is classified as explanatory and does not have a target.



The Department of Health (DOH) reported some improvements in performance
targets across the agency at the close of FY22, managing the state’s Covid-19
response also continues to result in declining performance for other department
programs. As part of the state plan to eliminate the waiting list for the Developmental
Disabilities (DD) and Mi Via Medicaid waivers, DDSD has already begun
allocations for clients. As of early August 2022, of the 5,650 individuals on the
DD waiver central registry, 1,920 (34 percent) were in complete status, 774
were on hold (14 percent), 525 (9 percent) had just started the application, 1,066
(19 percent) were under-aged for services, and 1,365 (24 percent) were in the
allocation process.

Public Health

Given the significant size of the Public Health Program’s response to the pandemic
and statewide closures, the program has reported declining performance on tobacco
cessation services. However, successful overdose reversals per client enrolled in
the DOH Harm Reduction Program exceeded targeted performance. A recent LFC
report found drug overdoses and alcohol-related deaths in New Mexico reached
all-time highs in 2020, even though the state has tripled spending on substance use
treatment since 2014. In FY 16, New Mexico enacted legislation to reduce barriers
in providing naloxone to individuals at highest risk of experiencing an opioid
overdose. DOH reported in FY21 the program was challenged by federal funding
no longer being available for the harm reduction program and the pandemic’s
impact on staffing. DOH also believes this measure is likely an undercount of
opioid overdose reversals because it is based on self-reporting when individuals
return to receive a refill.

Budget: $181,884.1 FTE: 786

FY22
Actual

FY20 FY21
Actual Actual

63% 65% 65% 66% Sl

FY22
Target Rating
Percent of preschoolers (19-35 months) who are

indicated as being fully immunized

Percent of funded school-based health centers that
demonstrate improvement in their primary care or
behavioral healthcare quality improvement focus
area

50% 73% 95% 91%

Percent of children in Healthy Kids Healthy
Communities with increased opportunities for 98% 98% 89% 99% o i
healthy eating in public elementary schools

Percent of female clients ages 15-19 seen in public
health offices who are provided moderately or most  86% 88% 63% 86% a
effective contraceptives

Percent of New Mexmg adult cigarette smokers who 2.6% 1.9% 2.6% 1.9% -

access cessation services

Number of successful overdose reversals of clients

enrolled in the Harm Reduction Program 3,444 2,572 2,750 3,420 a
Program Rating Y RO Y

*Measure is classified as explanatory and does not have a target.

Epidemiology and Response

The Epidemiology and Response Program (ERD), also plays a key role in the
state’s response to the pandemic through case investigations and contact tracing.

ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? No

DOH reported: “Total overdose rever-
sals for clients involved in the Harm
Reduction program declined in FY21
related to the Covid-19 pandemic.
Because of the huge need, including
the risk related to increasing fentanyl
use, services quickly ramped back up
and exceeded targets in FY22. This
was aided by multiple increases in
the program’s budget from the state
legislature, which were designated for
the purchase of Naloxone, allowing
new service modalities and partners.
While opioid overdoses continue to
rise across the nation, the trend has
been better in New Mexico than in
most states.”



Some data noted as “not reported”
are a result of surveillance system
timelines that could not meet the an-
nual report deadline. DOH hopes to
submit the data at a later date.

Additionally, ERD tracked all the data for the state’s Covid-19 response used to
inform decisions about protecting the public, vaccine effectiveness, and health
equity issues. The program did not meet a majority of performance targets. ERD
did not report if most pharmacies in the state are continuing to dispense naloxone,
an important tool for substance use treatment and support in the state. DOH also
reported the decline in cities and counties with access and functional needs (AFN)
plans was largely a result of local emergency managers who were primarily
focused on vaccine distribution efforts.

Budget: $118,065.7 FTE: 341
FY20 FY21 FY22 FY22

Percent of cities and counties with access and
functional needs plans that help prepare vulnerable 5% 65% 33% 33%
populations for a public health emergency

Number of community members trained in

. - ) 1,030 618 225 853
anevidence-based suicide prevention program

Percent of hospitals with emergency department

0, 0, 0, 0,
based self-harm secondary prevention program 2.5% 2.5% % 5%

Percent of cities and counties with access and
functional needs plans that help prepare vulnerable 5% 60% 35% 35%
populations for a public health emergency

Program Rating ¥ RO

*Measure is classified as explanatory and does not have a target.

Actual Actual Target Actual Rating

Percent of death certificates completed by Bureau
of Vital Records and Health Statistics within 10 days 61% 50% 64% 50% -
of death
Average time to provide birth certificate to customer ~ NA 3days 5days 5days ﬁ
Number of youth who have completed an evidence-
based or evidence-supported sexual assault 13,051 3,112 7,000 6,733 -
primary prevention program
Rate of drug overdose deaths per 100,000 Not
population* 30.4 39.7 N/A Reported -
(F;:rr:ent of New Mexico hospitals certified for stroke 14% 19% 249% 20% -
Percent of retail pharmacies that dispense naloxone 95% 88% 85% Re';(?rtted -
Percent of opioid patients also prescribed o o o Not
benzodiazepines 1%  10.5% 5% reported -
Rate of alcohol-related deaths per 100,000 Not
populations* 73.8 86.6 N/A reported -
Rate of persons receiving alcohol screening and Not
brief intervention services 62.7 52.2 69.1 reported -

" - Not
Rate of suicide per 100,000 population 24.1 24.2 N/A reported TR

Facilities Management

The global pandemic has affected the intake and capacity of the Facilities
Management Program (FMD), which provides services for behavioral healthcare
for adults and adolescents, addictions treatment services, long-term care, and
transitional living services. Many of the state facilities with declining occupancy
will also experience significant operational funding strains if they are unable to
reverse the trend. To increase census, the program is developing a needs assessment
at the facilities level to determine how to safely open more beds, which provided
recommendations, such as developing recruitment and retention campaigns
and case mix, to ensure admitted patients will not require immediate increased



staffing. At the close of FY22, the facilities statewide census was 52 percent of
total beds. Additionally, the program has continued to report not meeting targeted
performance of third-party revenue collections, vital to FMD’s financial stability.

Budget: $167,287.2 FTE: 1,930

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Percent of eligible third-party revenue collected at o o o o
all agency facilities 81% 92% 95% 92% -
Nur_'nber of significant medication errors per 100 0.2 06 2 0.2 a
patients
Percent of in-house acquired pressure ulcers for N/A N/A 20, 89 -
long-term care residents within long stays ° °
Percent of beds occupied N/A 58% 75% 52% -
Percent of adolescent residents who successfully 77% 82% 90% 58% -
complete program
Percent of long-term care residents experiencing 5.3% 4% 3.5% 3.9% ¥

one or more falls with major injury

Percent of patients educated on medication
assisted treatment option while receiving medical NA NA 90% 89% Y
detox services

Percent of medication assisted treatment inductions

conducted or conducted after referrals on alcohol NA NA 65% 83%
use disorders
Number of Narcan kits distributed or prescribed NA 231 180 258

Percent of medical detox occupancy at Turquoise

0, 0, 0, 0,
Lodge Hospital 68% 70% 75% 69%

'f.ﬂ'ﬂ'

Program Rating ¥

Scientific Laboratory

The Scientific Laboratory Division (SLD), which provides a wide variety of
laboratory services and programs that support the citizen and other agencies in
New Mexico, met targeted performance for FY22 and would like to add additional
quarterly performance measures. The SLD Toxicology staff analyze samples
for blood alcohol concentration and drugs to determine cause of impairment
in drivers, as well as support the Office of the Medical Investigator by testing
samples for carboxyhemoglobin. The Chemistry Bureau staff analyzes water
samples for contaminants in drinking water, including forever chemicals and lead.
The Biological Sciences Bureau staff analyzes human and environmental samples
that could pose a risk of outbreaks in our state and nationwide.

Budget: $174,908.1 FTE: 188

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Percent of blood alcohol tests from driving-while- 08%
intoxicated cases that are completed and reported 91% 98% 90% 0 o
to law enforcement within 30 calendar days
Percent of environmental samples for chemical 93%
contamination that are completed and reported to 91% 97% 90% ° i
the submitting agency within 60 business days
Percent of public health threat samples for
communicable diseases and other threatening o o
illnesses that are completed and reported to the 97% 98% 90% 98% e
submitting agency within published turnaround
times

Program Rating LI R G

In April 2022, U.S. Magistrate Judge
John F. Robbenhaar granted the
state’s motion to dismiss the Jack-
son lawsuit. Filed in 1987, the Jack-
son litigation centered on significant
deficiencies at a pair of since-closed
state-run institutions for intellectu-
ally and developmentally disabled
New Mexicans. Attorney fees and
associated costs for the state have
topped $80 million over the course of
the litigation. DOH and the plaintiffs
reached a settlement agreement in
2019.



Developmental Disabilities Supports

DOH reported an increase in the number of individuals receiving services in the
Developmental Disabilities (DD) and Mi Via Medicaid waivers programs. The
number of individuals on the waiting list is decreasing as the program continues
the plan to eliminate the wait list. Of the individuals on the waiting list, 501 have
placed their allocation on hold, meaning these individuals were offered waiver
services and have chosen to continue on the waiting list for now. In addition to
the provider rate, which will increase in FY23, DD waiver providers statewide
recently received a one-time payment of $136 million. This payment is part of the
federal plan for “super allocation; DD providers will receive temporary Covid-19
economic recovery payments, which will boost provider rates over three years
starting at 15 percent in year one and scaling down to 10 percent in year two and
5 percent in year three.

Budget: $14,825.2 FTE: 190

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Number of individuals on the Developmental 4743 4,669 N/A 2,610

Disabilities Waiver waiting list*

Number of individuals receiving Developmental

Disability Waiver services* 4,934 511 N/A 5,416

Number of individuals receiving developmental

o ; A N/A 70 N/A 220
disability supports waiver services

Percent of Developmental Disabilities Waiver
applicants who have a service plan and budget 96% 97% 95% 96% ﬁ
within 90 days of income and clinical eligibility

Percent of adults of working age (22 to 64 years),
served on the DD Waiver (traditional or Mi Via) who  28% 18% 27% 9.8% e
receive employment supports

Percent of Developmental Disabilities Waiver

providers in compliance with General Events timely  87% 83% 86% 85% b |
reporting requirements (two-day rule)
Program Rating ¥ TR G

*Measure is classified as explanatory and does not have a target.

Health Certification Licensing and Oversight

The Health Certification, Licensing, and Oversight Program met a majority of
performance measures targets for FY22. The program did not report on the rate
of re-abuse for individuals on the Developmental Disabilities and Mi Via waivers,
a key indicator for safety.

Budget: $14,371.1 FTE: 182

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Rate qf a.buse.for ngelol)mental Disability Waiver 12.8% 5.5% N/A 8%
and Mi Via waiver clients
Rate of re-abuse for Developmental Disabilities o o Not
Waiver and Mi Via Waiver clients* 8.5% 6.1% N/A Reported
Percent of abuse, neglect, and exploitation

0, 0, 0, 0, ' 4
investigations completed within required timeframes 82% 96% 86% 95% L

Percent of acute and critical care health facility

survey statement of deficiencies (CMS form 2567/ o o o o

state form) distributed to the facility within 10 days 75% 1% 85% 63% -
of survey exit



Department of Health

Budget: $14,371.1 FTE: 182

FY20 FY21 FY22 FY22

Actual Actual Target Actual
Percent of nursing home citations upheld as valid
when reviewed by the Centers for Medicare and
Medicaid Services and through informal dispute
resolution

86% 90% 90% 90%

Percent of investigations assigned to IMB initiated

o . I 90% 94% 86% 95%
within required timelines

The number of caregiver criminal history screening
appeal clearance recidivism/re-offense (conviction) 0 6 12 0
after a successful appeal

Percent of acute and continuing care health facility
survey statement of deficiencies distributed to the 82% 82% 85% 86%
facility within 10 days of survey exit

Program Rating Y i
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o
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Aging and Long-Term

Services Department

ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? Yes
Responsibility assigned? Yes
Caregiver Support
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Source: ALTSD

The Aging and Long-Term Services Department (ALTSD) continued to miss a
significant portion of its targets in FY22. The department’s mission is to serve older
adults and adults with disabilities so that they can remain active, age with dignity, be
protected from abuse, neglect, and exploitation, and have equal access to healthcare.

Comsumer and Elder Rights

During FY21, the Aging and Disability Resource Center (ADRC) began
answering calls with a live operator again. During the fourth quarter of FY22,
ADRC received 6,899 calls, an average of 110 per day, on trend with the close of
FY21 but lower than prepandemic levels. During FY22, ADRC operated with an
average of 5 FTE to answer calls live, half of the budgeted FTE for this purpose.
The department reported consistent turnover contributed to high vacancies and
low performance. Additionally, the program is exploring an upgrade to the call
system to alleviate abandoned calls, allowing immediate call backs instead of calls
going to voicemail. The top topics for which people contact the ADRC include
assistance with Medicaid, Medicare, senior centers, and Covid-19.

Budget: $5,000.7 FTE: 48
N FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Percent of calls to the Aging and Disability

Percent of ombudsman complaints resolved within

. 100% 93% 97% 99%
sixty days

Resource Center that are answered by a live 55% 44% 90% 52%  W»

operator

Percent of residents who remained in the

community six months following a nursing home 82% 84% 90% 86% -

care transition

Percent of individuals provided short-term

assistance that accessed services within 30 days of N/A 99% 80% 81% -

a referral from options counseling

Percent of facilities visited monthly N/A 18% 40% 32% e
¥

Program Rating Wil Y

Adult Protective Services

The Adult Protective Services Program (APS) began reporting on repeat
maltreatment substantiations within six months of a previous substantiation of
abuse or neglect in FY21. This performance measure assists the state in assessing
the effectiveness of the program in preventing maltreatment. In the fourth quarter
of FY22, the program continued to report no instances of repeat maltreatment.
Additionally, the program reported an increase in the number of investigations but
did not meet targeted performance. The program met the performance target for
priority investigations, making face-to-face contact quickly. APS plans to increase
outreach events. Previously, the department was providing outreach through
virtual platforms, but it is now returning to a regionally based outreach approach.

Number of Adult Protective Services investigations

of abuse, neglect, or exploitation 5,494 4,355 6,150 5,550 -

Percent of emergency or priority one investigations

in which a caseworker makes initial face-to-face o o o o

contact with the alleged victim within prescribed 99% 99% 99% 99% -
timeframes




Percent of repeat abuse, neglect, or exploitation

cases within six months of a substantiation of an N/A 3.7% 5% 0% L i .
investigation

Number of outreach presentations conducted in )
the community within adult protective services’ 205 132 141 180 i :
jurisdiction

Percent of contractor referrals in which services
were implemented within two weeks of the initial 80% 64% 99% 60% Wi
referral

Number of referrals made to and enroliments in
home care and adult daycare services as a result of N/A 89 600 238
an investigation of abuse, neglect, or exploitation.

Percent of priority two investigations in which a

caseworker makes initial face to face contact with 95% 99% 95% 98% | i .
the alleged victim within prescribed timeframes
Program Rating  #ililp Y Y

Aging Network

The Aging Network did not meet targeted performance for the hours of caregiver
support for FY22 and continues to fall below prepandemic levels. Services included
in this measure are home care, adult daycare, respite care, and counseling and
support groups. These services are provided by area agencies on aging, contract
providers, and the New Mexico chapter of the Alzheimer’s Association. The
agency reported the Covid-19 pandemic and executive emergency declarations
closed adult daycare centers, and the remaining services were affected by the
stay-at-home and social-distancing orders. The department reported the number
of hours of caregiver support were 17,503 hours of respite care, 11,862 of adult
daycare, 15,355 hours of homemakers, and 5,458 hours of other support services.
Additionally, the department and the Area Agency on Aging are developing a
plan to establish Medicaid funded adult daycare and other services. This could
significantly increase both funding resources and services availability of adult
daycare services by senior centers statewide.

Budget: $43,415.5 FTE: 15

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Percent of older New Mexicans receiving
congregate and home-delivered meals through
Aging Network programs who are assessed with
“high” nutritional risk

N/A 16% 15% 15% o

Number of hours of services provided by senior

volunteers, statewide 97,051 607258 1700000 733910 -

Number of outreach events and activities to
identify, contact, and provide information about

aging network services to potential aging network =i,

consumers who may be eligible to access senior NA 1135 % 802 f-:.s :

services but are not currently accessing those

services

Number of meals s_erved in congregate and home- NA 5141387 4410000 4443066 o

delivered meal settings

Number of transportation units provided NA 68180 637000 136426 D

Number of hours of caregiver support provided 278513 104,730 444,000 167,701 -
Program Rating ¥ TR Y
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Change in Prison

Population
FYO09 to FY22
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Source: Sentencing Commission

Population Projection

The Sentencing Commission’s July
2022 prison population projection
anticipates total prison populations
will average 5,513 over the course of
FY23, a 3.3 percent drop from FY22’'s
average population of 5,703. This re-
duction is due to a projected drop in
the men’s population; the population
of women is projected to fall an av-
erage of 1.1 percent between FY22
and FY23, but the commission antici-
pates female prison populations will
rise over FY23.

Over the course of FY22, the Corrections Department (NMCD) continued to
see the inmate population fall, while reporting improvements in several areas,
including overall offender recidivism. Correctional officer vacancies remain
high, impacting the distribution of inmates among prison facilities. Errors in the
agency’s prior reporting and continued issues with reporting results in accordance
with LFC and DFA direction create difficulties in analyzing some areas of
NMCD'’s performance.

Population trends and admissions data suggest inmate population may be
stabilizing after falling almost every month for over three years. The total prison
population averaged 5,703 in FY22, down 5.7 percent from FY21 and 22.9
percent lower than the population high in FY16. Although the average number
of people incarcerated in New Mexico’s prisons fell between FY21 and FY22,
changes in population trends are usually offset from changes in admission trends
due to sentence length. Admissions to prison in FY22 increased for the first
time since FY'15, rising 2 percent compared with FY21. A total of 2,409 people
were admitted to prison over the course of the year, including 2,076 men and
333 women. This increase was driven by new convictions, which rose 11 percent
compared with FY21 and made up 60 percent of total admissions compared with
55 percent in FY21.

Inmate Management and Control

Recidivism. The overall three-year recidivism rate of offenders released from
NMCD’s custody decreased 7 percentage points between FY21 and FY22,
with the fourth quarter marking the sixth consecutive quarter of improvement
in this crucial area. Recidivism due to new offenses remained relatively stable
between FY21 and FY22, while recidivism due to technical parole violations fell
6 percentage points over the same period. Reduced recidivism aligns with the
reduction in prison admissions due to parole revocations, which fell 13 percent
in FY22 compared with FY21, and went from comprising 41 percent of total
admissions in FY21 to 35 percent in FY22.

Improved recidivism rates may reflect improved reentry programming, but other
factors upstream in the criminal justice system, such as arrests, could also impact
recidivism. Despite meeting the target for overall recidivism, the measure’s rating
remains yellow due to a lack of historical data with which to compare current
results (see Data Quality Concerns on page 131).

Staffing. Public and private correctional officer vacancies remain high, at 29
percent and 32 percent, respectively, for FY22. The Penitentiary of New Mexico
(PNM) drives public correctional officer vacancies, with an average of about 100
correctional officer positions unfilled during the course of FY22. As of June 1,
111 correctional officer positions at PNM were vacant.

Guadalupe County Correctional Facility (GCCF) in Santa Rosa and Northeast
New Mexico Correctional Facility (NENMCF) in Clayton continue to operate at
half capacity due to vacancies among custody staff. Last spring, high vacancies
among correctional officers at GCCF prompted NMCD to reduce the inmate
population at that facility to less than half its capacity. As vacancy rates among



correctional officers at NENMCF began to increase significantly this fall, the
agency similarly reduced the population housed at that facility to under half
capacity. While GCCF has seen improvements in vacancies over the past six

Prison Admissions and
Recidivism Rates

months, with rates falling from 58 percent in December to 53 percent in June, 5 60%
NENMCEF has seen a significant increase in vacancies over the course of the year, 4 /./" 50%
rising from 33 percent in July to 49 percent in June. As of August 31, GCCF 24
housed 240 inmates (40 percent of its 600-bed capacity) and NENMCF housed g 3 40% 2
277 inmates (44 percent of its 628-bed capacity). é 3 30% g
[ >
Central New Mexico Correctional Facility (CNMCF) in Los Lunas and Southern % 2 0% ?%
New Mexico Correctional Facility (SNMCF) in Las Cruces had the lowest E } =
vacancies this year, averaging 22 percent over the course of FY22. CNMCF’s low ® 10%
vacancy rate is a result of the transfer of 93 vacant positions to GCCF and Western ! I I I
New Mexico Correctional Facility — South when NMCD took over operations of o . L o~ o g 0%

those facilities in November, and CNMCF employed 28 fewer officers in June > > > > >
than at the beginning of FY22. Due to its location, SNMCF has generally not
struggled with vacancies to the same degree as other facilities, although, notably,
it lost a net 27 officers over the course of the year.

Other Admissions
Parole Admissions

mmmm New Admissions

==g=== Recidivism Rate Incorrect*
Recidivism Rate Correct*

In-House Parole. NMCD’s reporting on release-eligible inmates imprisoned past
their release dates (those serving “in-house parole”) continues to not comply with
guidance from DFA and LFC (see Data Quality Concerns, below). The number
of in-house parolees decreased by an estimated 8 percent between FY21 and
FY22, but the second half of FY22 saw significant increases, with an average of
approximately 92 in-house parolees in the fourth quarter. These levels have since
decreased, from 96 on July 15 to 76 on August 31.

*NMCD has reported overall recidivism
was calculated incorrectly between FY16
and FY20 but has not provided corrected
numbers (see Data Quality Concerns,
below).

Source: NMCD, Sentencing Commission,

Health. Drug use among inmates rose significantly in FY22 compared with
FY21, with the positivity rate of randomly administered drug tests averaging 3.2
percent. This reverses three years of reduced drug use, with test positivity rates
falling from 3.9 percent in FY18 to 2 percent in FY21. However, the positivity
rate did see a significant drop in the fourth quarter of FY22, with just 1.7 percent
of inmates testing positive, a rate more in line with FY21.

Data Quality Concerns

A number of issues in NMCD’s quarterly reporting lead to concerns regarding overall data quality in the reports that have been
outstanding for several months. Specific issues are outlined below.

Measure
Prisoners reincarcerated within 36
months

Release-eligible male and female
inmates still incarcerated past their
scheduled release date

Prisoners reincarcerated within
36 months due to technical parole
violations

Issue

In the first quarter of FY21, NMCD reported its overall three-year recidivism rate had been reported
incorrectly since 2016 due to a database error that erroneously counted all intakes to the parole
system as prison admissions for purposes of calculating reincarceration rates. The agency has
corrected this issue, but because it has not provided corrected historical data on this measure, it is
unclear if FY21’s recidivism results represent an increase or decrease from previous years. NMCD
reports it is working on recalculating annual results for its three-year recidivism rate measure but has
not yet provided results.

NMCD reported this measure had previously been miscalculated and changed the calculation for
FY21 but did not provide corrected historical reports. LFC and DFA analysts believe NMCD’s altered
calculation is incorrect (the original calculation is correct), but NMCD has not revised its reports for
FY21 or FY22 despite explicit guidance to do so.

In August 2021, NMCD reported several prior years’ performance reports had excluded absconders
when calculating recidivism rates for technical parole violations, although the measure is defined to
include absconders. The department included absconders in its FY21 reports but had not informed
LFC of this change. As a result, it is not possible to compare FY21’s 30 percent recidivism rate for
technical violations to prior years’ performance, and it is not clear if this is an increase or decrease.
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In FY22, NMCD treated 649 inmates for hepatitis C, with a treatment success
rate of at least 80 percent, bringing the total number of inmates treated since the
agency began its concentrated effort to eliminate the disease from prisons to 929,
about 30 percent of the total infected population housed in New Mexico’s prisons.
The department has expended $15.3 million of the total $22 million appropriated
for this purpose, as well as $5.2 million from its operating budget. During the
2022 legislative session, the special appropriation was extended through FY23.
Based on current treatment rates, it may be necessary to extend the appropriation
for an additional one to two years to fully complete the project.

As of September 1, there were no active Covid-19 cases reported in New Mexico’s
prisons. Overall, the agency reported a total of 4,104 positive cases, 4,030
recoveries, and 29 deaths over the course of the pandemic. However, as these
numbers have not changed in the past three months, it is not clear if inmates have
continued to be tested for Covid-19. The largest number of positive cases were at
Lea County Correctional Facility, the facility with the largest prison population,
while 12 of the 29 deaths were at CNMCEF, which houses inmates in need of
serious and long-term medical care.

Budget: $297,755.7 FTE: 1,941
FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Recidivism
Prisoners reincarcerated within 36 months’ 54% 44% 42% 37% b
Prisoners relncarcergted within 36 months due to 12% 14% 15% 14%
new charges or pending charges
Sex offenders reincarcerated on a new sex offense
conviction within 36 months of release on the 2% 6% 3% 1% -
previous sex offense conviction
R§S|dent|al drug .ab'use program graduates* 21% 200, N/A 200,
reincarcerated within 36 months of release
Prison Violence
Inmate-on-inmate assaults resulting in injury
requiring off-site medical treatment 31 6 15 4 -
Inmate-on-staff assaults resulting in injury requiring
off-site medical treatment. 7 3 0 4 -
In-House Parole
Release-eligible female inmates still incarcerated o o o o
past their scheduled release date? 1.7% 0.6% 6% 1.3% -
Rellease-el|g|ble male mmate:s still incarcerated past 6.4% 1.4% 6% 1.4% ¥
their scheduled release date
Staffing
Vac‘::‘arjcy rate of correctional officers in public 319% 27% 20% 29% -
facilities
;/acl::.:lpcy rate of correctional officers in private 46% 259% 20% 300 -
acilities
Education
Ellglb_le inmates enrolled in educational, cognitive, 62% 1% 68% 45% -
vocational and college programs
ParF|C|pat|ng llnrr*13ates who have completed adult 77% 97% N/A 77%
basic education
Percent of eligible inmates who earn a high school 77% 9.7% 80% 7.7% -

equivalency credential®



Budget: $297,755.7 FTE: 1,941
FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Number of inmates who earn a high school 134 118 150 82 -

equivalency credential
Health

Standard healthcare requirements met by medical

87% 90% 100% 95% Y
contract vendor

Random monthly drug tests administered to at
least 10 percent of the inmate population that tests  2.5% 2% N/A 3.2%

positive for drug use*
Program Rating - - -

*Measure is classified as explanatory and does not have a target.

1. Measure’s yellow ranking reflects outstanding reporting issues; see Data Quality Concern on page 131.

2. Measure’s red rating reflects performance compared with FY21 and outstanding reporting issues; see Data
Quality Concerns on page 133.

3. NMCD reported this measure had previously been miscalculated and changed the calculation for FY21 but did not
provide corrected historical reports. Previously, both measures were calculated as the pass rate of the high school
equivalency (HSE) test; now, both are reported as the percent of inmates enrolled in adult basic education who pass
the HSE test and, therefore, earn the credential.

Community Offender Management

Staffing. Vacancy rates among probation and parole officers averaged 22 percent
over the course of FY22, with the fourth quarter representing the sixth quarter in
a row in which NMCD has reported an increase in vacancies for these positions.
Although vacancies have risen 6 percentage points compared with FY21, they
have not yet reached the 25 percent average vacancy rate in FY20. Still, these data
suggest the dramatic improvement in vacancies in FY21 (over which vacancy rates
averaged 16 percent) may be reversing. The agency attributes rising vacancies to
retirements and attrition to other law enforcement agencies that offer significantly
higher salaries, such as the Albuquerque Police Department and federal law
enforcement agencies.

Recovery Academies. In FY22, recidivism at both the men’s and women’s
recovery academies showed significant improvement over FY21, with the men’s
recidivism rate falling 10 percentage points and the women’s falling 9 percentage
points, and both measures achieved their targets. However, a sharp increase
at the women’s academy in the fourth quarter is notable and concerning, with
recidivism almost doubling between the third and fourth quarters, from 15 percent
to 29 percent. This comes after four consecutive quarters of improvement, which
NMCD credited to the initiation of new, evidence-based programs, including
trauma-informed programming specifically intended for women.

Budget: $41,576.0 FTE: 378
FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Prisoners reincarcerated within 36 months due to 13% 30% 15% 24%

technical parole violations'

Graduates from the women’s recovery center who

0, 0, 0, 0,
are reincarcerated within 36 months 25% 27% 20% 18%

Graduates from the men’s recovery center who are

0, 0, 0, 0,
reincarcerated within 36 months 23% 28% 20% 18%

Average standard caseload per probation and

parole officer 91 88 100 86

Contacts per month made with high-risk offenders

. . 96% 94% 97% 97%
in the community

Vacancy rate of probation and parole officers 25% 16% 20% 22%

Program Rating - -

1. Measure has outstanding reporting issues; see Data Quality Concerns on page 131.

<8 6660

Education and Programming

Inmate participation in educational,
cognitive, vocational, and college
programs fell well below the target in
FY22. The number of inmates who
earned a high school equivalency
certificate dropped 31 percent com-
pared with FY21, which may reflect a
lagging effect of reduced instructional

time during the pandemic.
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ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? No

New Mexico and
Albuquerque Crime
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State Police FY22

Statistics
889% homicide clearance rate

6,804 cases investigated
1,494 felony arrests

3,992 misdemeanor arrests
108 crime scenes investigated

329 stolen vehicles recovered

Albuquerque drives New Mexico’s high violent crime rates, making up almost
half the state’s violent crimes despite comprising only about a quarter of the
state’s population. Concerns over crime in Albuquerque were a focus of the 2022
legislative session, with data from the Albuquerque Police Department (APD)
indicating increases in violent crime in 2021, including a record number of
homicides.

New Mexico’s policymakers are often forced to make decisions without the
benefit of timely data on statewide crime trends. The Department of Public Safety
(DPS) is in the midst of a multi-year transition to the new National Incident-Based
Reporting System (NIBRS), which should allow it to provide more timely and
comprehensive data. However, in July, 51 of 115 law enforcement agencies were
not reporting to NIBRS, including the two largest agencies in the state, APD and
the New Mexico State Police (NMSP). Delays in DPS’s implementation of a new
records management system create further delays in NMSP’s reporting.

Law Enforcement

Operations. In FY22, NMSP conducted 22 percent more DWI checkpoints than
in FY21, and although the agency fell slightly short of its target, it saw improved
results as DWI arrests rose 14 percent compared with last year. This aligns
with preliminary data from the Department of Transportation showing alcohol-
involved traffic fatalities are up about 18 percent compared with FY21. However,
enforcement and arrests are not always clearly correlated; for example, in the
fourth quarter of FY22, saturation patrols increased 32 percent compared with
the third quarter, but DWI arrests fell 32 percent. Notably, DWI arrests have
fallen substantially over the past five years, with arrests in FY22 down 44 percent
compared with FY'18.

State police arrests fell 7 percent overall in FY22, with misdemeanor arrests down
17 percent and felonies down 26 percent; however, 14 percent of total arrests were
not classified as either felony or misdemeanor at the time of reporting.

DPS substantially exceeded its target for the number of commercial vehicle safety
inspections conducted in FY22, with 35 percent more inspections completed this
year than in FY21. State police issued 17.7 thousand commercial motor vehicle
citations in FY22, about 17 percent of the total number of inspections conducted,
in line with the average of 19 percent between FY 18 and FY21.

Manpower. DPS reported the state police force comprised a total of 636
commissioned state police officers at the close of FY22, a vacancy rate of about
12 percent. In the fourth quarter, 30 officers graduated from recruit and lateral
schools, increasing the force by a net of 18 officers compared with the third
quarter. NMSP force strength averaged 635 over the course of FY22, its lowest
levels since prior to FY'16 and 5 percent lower than FY21.

The 2022 General Appropriation Act provided $2 million for NMSP to expand
its recruit and lateral schools beginning in FY23, which will be necessary to
combat unusually large retirement rates. A record 46 officers retired in FY22,



more than double the retirements in FY21 and 140 percent more than the average
19 retirements between FY16 and FY21.

The Legislature also made significant investments to retain high-quality law
enforcement officers, including almost $9 million to provide pay increases to Average Quarterly
NMSP officers. Overall, state police officers, sergeants, lieutenants, and captains NMSP Arrests

received 15 percent raises while majors and deputy chiefs received 14 percent 3.500 FY18toFy22
raises in July. Eligible officers, sergeants, and lieutenants also received one-step

increases. In June, DPS also used its vacancy savings to provide $1,700 one-time 3,000

retention stipends to all officers. 2,500

percent in FY20 and FY21 to about 11 percent in FY22. However, vacancies 1,000
among dispatchers rose significantly despite these pay increases, from about 500

DPS and the Legislature have also targeted high vacancy rates among dispatchers 2,000

and transportation inspectors, providing pay increases for these positions in FY21 1,500

and FY22. Vacancy rates among transportation inspectors fell from almost 30 I

25 percent in FY21 to 37 percent in FY22. For FY23, the Legislature provided I I

. . R 0
funds for 19.5 percent pay increases for transportation inspectors and 18.4 percent © 2 9 T
increases for dispatchers, which the department implemented in July. A A A A Y
Budget: $130,229.2 FTE: 1,093.3 Unclassified
udget: ,229. :1,098. Felony Arrests
FY20 FY21 FY22 FY22 . m Misdemeanor Arrests
Actual Actual Target Actual Rating
DWI checkpoints conducted 123 231 150 188 '.'.-".' *Due to a Change in reporting
DWI saturation patrols conducted 1933 2200 3000 2805 ¥ methodology, some arrests not

initially classified as felony or
misdemeanor are reported as

ooy Mmetor vehicle safety inspections 68,378 76,269 90,000 102,972 WM unclassified.

Source: DPS
Misdemeanor and felony arrests* New 6,844 N/A 6,375
DWI arrests* 1,647 1,272 N/A 1,450
Commissioned state police officer vacancy rate* New 8.7% N/A 12.1%
Commissioned state police officer turnover rate* New 6.44 N/A 10.87
Gradl_Jation ra*te of the New Mexico State Police New 71% N/A 53.6%
recruit school

Program Rating 0 ¥ ﬁ
*Measure is classified as explanatory and does not have a target.
Statewide Law Enforcement Support State Police Force Strength
Recruit
Forensic Laboratory. During the course of FY22, the forensic laboratory RiscalSigand Lateral §{§Total Force
. . R Year Officer Strength

completed analysis on 31 percent more cases than in FY21, while the total number Hires
of cases received for analysis fell 2 percent. Overall, the laboratory’s outstanding FY18 60 665
case backlog fell by almost 2,000 cases, or 29 percent, between the end of FY21 . pe p
and FY22, to almost 4,900 cases outstanding at the close of FY22. The reduction
in backlog was largely driven by the Chemistry Unit, which received 2 percent FY20 52 or4
fewer cases in FY22 than in FY21 and completed 39 percent more. This unit filled Fy21 22 656
one of its vacant positions in May. Additionally, the Latent Print Unit has almost Fy22 46 636
eliminated its backlog, with just seven cases outstanding at the end of FY22. This *Reflects force strength at the close of the

fiscal year.

nit filled one of i n itions in March.
unit ed one of its two vaca tpos tions arc Source: Department of Public Safety

The Firearm and Toolmark Unit received 40 percent fewer cases in the fourth
quarter of FY22 than in the third, allowing it to reduce its case backlog. Although
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it did not reach its target for FY22, the unit completed 90 percent more cases than
it did in FY21. The unit is now fully staffed, and one of its staff members will be
beginning to work independently in the first quarter of FY23. The Biology Unit
completed 2 percent more cases in FY22 than in FY21; however, the unit received
8 percent more cases and completed 88 percent of cases it received this year.

Department of Public Safety
FY22 Q4 Forensic Cases Received and Completed

. Cases Cases Completion | Pending Smenlt '.Stl
Unit R Technician
Received | Completed Rate Cases

Vacancy Rate
Firearm and Toolmark 175 219 125% 1,844 0%
Latent Print 86 96 112% 7 17%
Chemistry 1,230 1,495 122% 1,387 28%
Biology 477 427 90% 1,659 27%

Source: DPS, State Personnel Office organizational listing report

The vacancy rate among forensic scientists and technicians rose about 2 percentage
points in FY22 compared with FY21, with an overall vacancy rate averaging 25
percent. While vacancies have historically impacted the laboratory’s productivity,
turnover also significantly affects case completions because new scientists may
require extensive training before they can be as productive as more experienced
staff. Retention is, therefore, a high priority for the laboratory. Almost $600
thousand in recurring general fund appropriations in the GAA support reducing
laboratory backlogs by adding support staff and increasing forensic scientist and
technician compensation. The agency plans to add higher level forensic scientist
positions, providing more options for career advancement among laboratory staff
and improving retention.

Law Enforcement Academy Board. After carrying a backlog of complaint cases
in FY19 and FY20, in FY21 and FY22 the Law Enforcement Academy Board
began cutting down on this backlog, and at the close of FY22, 44 cases were
outstanding. Although it did not meet in the third quarter, the board met twice
in June to adjudicate misconduct cases. Significant changes to law enforcement
officer training and certification are set to take place in FY24 under legislation
passed during the 2022 session.

Budget: $22,253.2 FTE: 161.0
FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Forensic firearm and toolmark cases completed 80% 37% 100% 81% Y
Forensic latent fingerprint cases completed 65% 150% 100% 155% 'ﬂ?
Forensic chemistry cases completed 93% 103% 100% 146% 'm
Forensic biology and DNA cases completed 73% 93% 100% 88% Y

Forensic scientist and forensic technician vacancy

. New 22.9% N/A 25%
rate

Complaint cases reviewed and adjudicated by the
New Mexico Law Enforcement Academy Board* '

Program Rating ¥ - -

*Measure is classified as explanatory and does not have a target.
1. LFC, DFA, and DPS agreed to change the methodology for calculating this measure in FY22 Q2 and recalculated
historical data displayed here using the same methodology.

43% 194% N/A 130%



All criminal justice partners saw a significant decrease in cases in FY20 due to
the Covid-19 pandemic, and although advocates and agencies feared continued
decreases in FY21 would bring a sharp increase in “backlogged” cases, jury
trials and caseloads for public defenders and prosecution attorneys remained low
throughout FY22.

Since the district attorneys and the Public Defender Department (PDD) joined
the Administrative Office of the Courts (AOC) in a comprehensive report card
format, the unequal reporting of data across the criminal justice system has become
apparent. District attorneys lack critical performance measurements and have not
provided action plans where outcomes are poor. PDD has improved dramatically
in the quality and consistency of reporting for in-house attorneys but continues to
struggle with contract attorney reporting and outcomes.

Courts

Administrative Support. In FY22, the judiciary maintained a “clearance rate”
above 100 percent, indicating courts are working to clear dockets more quickly
than cases pile up. However, New Mexico courts continue to lag in providing
timely justice, a key aspect of a functional judicial system, with the average time
to disposition for criminal cases in district courts at 259 days and the average age
of pending cases at 524 days (the highest in three years) in FY22. Magistrate and
metropolitan courts performed better than district courts for days to disposition in
criminal cases, bringing the combined average below the target.

The average cost per juror rose, and while jury trails increased slightly year over
year, courts still held only 60 percent of the trials held prepandemic in FY22.
More than two years after the start of the public health emergency, the judiciary
must better manage the cost of holding in-person trials in compliance with internal
public health policies. The average interpreter cost per session remains below
the target, but agency analysts warn the figure may be artificially low due to the
continued low number of court hearings.

Budget: $15,305.2 FTE: 49.25
N FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Average cost per juror $49.2 $54.8 $55.0 $56.4 o i
Numbgr of jury tTaIs for metro, district, and 216 517 N/A 574
statewide courts
Average interpreter cost per session $117.1 $63.4 $150.0 $64.1 ]
Age of active pending criminal cases for district,
magistrate, and metropolitan courts, in days NEW 364 180 524 -
Days_ to disposition in criminal cases in district and NEW 207 180 145 ¥
magistrate courts
Cases disposed as a percent of cases filed 123% 135% 100% 101% o
Program Rating Y Y Y

*Measure is classified as explanatory and does not have a target.

Special Court Services. The Legislature has prioritized treatment courts in the
last five years, and AOC reported specialty court outcomes quarterly for the first

ACTION PLAN
Submitted by agency? PDD only
Timeline assigned by agency? No
Responsibility assigned? No
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Warrants

AOC reports 206.3 thousand active
warrants related to 185.5 thousand
defendants as of September 6, with
the number of defendants with out-
standing warrants equal to almost 9
percent of the state’s total popula-
tion. The majority of these outstand-
ing warrants are for failure to appear
(40.2 percent) or bench warrants
(40.1 percent), while almost 10 per-
cent of warrants are nonarrestable
parking warrants. Of the active war-
rants, almost 27 percent were issued
at least 20 years ago, with the oldest
active warrant over 50 years old.



Courts and Judicial Agencies

Statewide Jury Trials
and
Average Cost Per Juror

1,200 $60
56.36
1,000 $50
800 $40
e
=
o 600 $30 &
T %
= 8
E 400 $20
200 $10
0 $0
wemm Statewide Jury Trials
e=@== Average Cost per Juror
Source: AOC
Cases Prosecuted All
Districts
70,000
60,000
50,000
40,000
30,000
20,000
10,000

0

FY18
FY19
FY20
FY21
FY22

Source: AODA

time in several years, in part due to new drug court reporting software funded by
the Legislature. The agency also voluntarily reported enrollment in drug and DWI
court programs, with 496 defendants referred to the programs in FY22, compared
with 328 in FY21. Even with increased enrollment, cost per client for drug court
participants continued to increase in FY22.

Budget: $12,061.5 FTE: 32
N FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Cases to which CASA volunteers are assigned* 280 2,430 N/A 1,448

(lilloc::jtlrjmlc);:;pervised child visitations and exchanges 951 1,211 N/A 12,012 -
Average time tq complited disposition in abuse and 124 161 N/A 148

neglect cases, in days.

Recidivism rate for drug-court participant 18.0% 104% 12.0% 14% T
Recidivism rate for DWI-court participants 7.0% 7.6% 10.0% 6.1% -
Graduation rate for drug-court participants* 59.3% 61.0% N/A 59.2% '-
Graduation rate for DWI-court participants® 80.0%  79.0% N/A 89.5% -

Cost per client per day for all drug-court

participants* $254 288 N/A  $37.10

Program Rating ¥ R o

*Measure is classified as explanatory and does not have a target.

Statewide Judiciary Automation. AOC began reporting on new measures for
the first quarter of FY20 to better gauge the success of the Statewide Judiciary
Automation Program. Previous targets, which measured call times in hours
regardless of difficulty, were unattainable; however, AOC has surpassed the target
(now measured in days) two consecutive years, indicating a need to adjust the target.

Budget: $11,564.3 FTE: 12

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

0.6 0.5 5 .02

o
Program Rating - - -

Average time to resolve calls for
assistance, in days

District Attorneys

Performance measures for district attorneys’ offices that examine elements of
the agencies’ work outside of prosecution, such as pretrial detention motions
and referrals to alternative sentencing treatments, are reported inconsistently by
different agencies, making it difficult to track these important metrics related to
criminal justice reform implementation.

Attorney workload for nearly every district continues to fall below prepandemic
levels, and no single prosecution office had an average new caseload at or above
the FY22 target of 170 cases per attorney with the exception of the 11th, Division
II, which faces persistent attorney vacancies. However, the Administrative Office
of the District Attorneys reports many offices face constraints due to an insufficient
number of attorneys.

The General Appropriations Act of 2022 provides funding to provide targeted
increases for all attorneys employed by district attorneys’ offices, including 3.5



Courts and Judicial Agencies

percent for attorneys in urban areas and 6.5 percent for those in rural areas. These
increases are not mandated and are in addition to the 7 percent statewide employee
compensation package.

Budget: $188,605.5 FTE: 305
9 FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Average cases added to attorney caseload 264 205 170 92 -
Number of cases referred for screening* 66,499 73,386 N/A 59,063

1st District 4,985 4731 N/A 4,105

2nd District 21,806 19,039 N/A 16,434

3rd District 5,244 4.365 N/A 5,174

4th District 1,734 1812 N/A 1,914

5th District 7,163 6,584 N/A 6,147

6th District 2,621 2,610 N/A 2,593

7th District 1,747 1,654 N/A 1,796

8th District 1,758 1,544 N/A 1,683

9th District 2,840 2513 N/A 2,412

10th District 670 661 N/A 683

11th District Division | 5,128 4.955 N/A 5,133

11th District Division I 2,279 2327 N/A 2,172

12th District 2,850 2,459 N/A 2,678

13th District 5,647 5,836 N/A 6,139
g\\//z:z?;nc;;z? ;ﬁ:(sa:red into pre-prosecution 97 73 N/A 77

Program Rating E = Lo i}

*Measure is classified as explanatory and does not have a target.

Public Defender

Like other criminal justice partners, the Public Defender Department (PDD)
has difficulties recruiting and retaining legal professionals in rural areas. PDD
implemented geographical pay differentials and expanded recruitment tactics (a
strategy the district attorneys have since adopted), which decreased the agency’s
historically high vacancy rate and reduced attorney caseloads. However, labor
constraints felt by much of the state throughout the pandemic once again brought
vacancy rates to double digits in FY22. The department reports losing a total of
65 attorneys in FY22, which it attributes to increased workloads, low pay, and
competition within state agencies as courts and district attorney offices ramp up
hiring efforts.

The FY23 budget provides a 9.5 percent recurring increase for PDD, which
includes $200 thousand for targeted compensation increases and $415 thousand
to increase pay for rural contract attorneys. The department will need to revamp
recruitment initiatives to retain existing attorneys and recruit new staff the
Legislature funded for FY23.

PDD did not meet the target for total reduced charges in felony, misdemeanor, and
juvenile cases. According to the agency, this is largely due to the dramatic change
in how the criminal justice system operated during the Covid-19 pandemic, during
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Courts and Judicial Agencies

FY22 PDD Cases
Opened

= In-House = Contractor

Source: PDD

which limited in-person contact decreased the ability of attorneys to effectively
communicate with clients and increased the likelihood that defendants accepted
unfavorable plea deals for fear of contracting the virus in detention.

PDD currently does not require contract attorneys to regularly close cases in the
case management system, likely resulting in underreporting. This may contribute
to poor outcomes for contract attorneys, but the agency also notes low base rates
result in attorneys dedicating limited time to cases, also leading to poor outcomes.
PDD began a pilot program in 2019 to compensate contract attorneys hourly on
designated cases, receiving additional funds in the 2020 legislative session and
flexibility to use funds for the same purpose. Many of the early pilot cases have
been resolved (with just three outstanding cases likely to resolve in FY23), and
should provide data linking the compensation rate for contract attorneys and case
outcomes. This data will be critical to the agency, because 18 counties with no
public defender office rely solely on contract attorneys.

Budget: $55,488 FTE: 439
9 FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
ooy, ez SOl SIS SN g ek Ton @D
In-house attorneys 78% 51% 70% 45% '-
Contract attorneys 21% 40% 70% 41% e
oy, misdeear o vl SR 003 stz so00 7o @
In-house attorneys 6,956 4,570 4,000 5,333 -
Contract attorneys 1,047 1,742 1,000 1,837 -
Cases assigned to contract attorneys* 35% 36% N/A 34%
Average time to disposition for felonies, in days* 269 295 N/A 336
In-house attorneys* 247 270 N/A 308
Contract attorneys* 290 320 N/A 363
Cases opened by Public Defender Department * 61,294 56,403 N/A 54,362
In-house attorneys* 40,074 35,993 N/A 33,637
Contract attorneys* 21,220 20,410 N/A 20,725
Program Rating &% o Y

*Measure is classified as explanatory and does not have a target.



Department of Transportation

In recent years, the Legislature has made significant nonrecurring appropriations
to the Department of Transportation (NMDOT) for road construction and
maintenance in response to deteriorating road conditions as pavements age and
maintenance funding is insufficient to maintain or improve the condition of the
transportation network. NMDOT has done well managing projects as illustrated
in the department’s consistent ability to complete projects on-time and on-budget.

Project Design and Construction

To judge the performance of the department’s project planning and execution,
measures covering the ability of the department to plan and complete projects on-
time and within budget are tracked. The department has significantly improved its
ability to put projects out to bid as scheduled. Including re-bid projects, NMDOT
scheduled 11 projects for bid in the fourth quarter; 10 projects were put out to
bid, although three projects received no bids, which is not reflected in department
statistics. The department put out to bid 39 projects in FY22, for a year-end total
of 98 percent of projects bid as scheduled, improving significantly from prior-
year performance. Although construction costs continue to climb, cost overruns
remain below the target of 3 percent; with construction projects closing in the
third quarter over budget by $3.4 million.

On-time project completions recovered in the fourth quarter, with all 10 projects
completed on time, up from 77 percent in the third quarter. The year-end result of
91 percent meets performance goals, but global supply chain issues and increases
in the number of construction projects generally may continue pose operational
challenges for the department in FY23.

Budget: $613,837.9 FTE: 368
N FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Projects put out for bid as scheduled 75% 7% 67% 98% -

Projects completed according to schedule 92% 94% 88% 91% -

Final cost-over-bid amount on highway construction

0, 0, 0, 0,
projects 1% 18%  3.0% 12% A&»

Program Rating - - -

*Measure is classified as explanatory and does not have a target.

Highway Operations

For FY22, the department substantially surpassed the FY22 target for roadway
preservation. Overall, the number of bridges rated in poor condition remains below
target; in future years the department will have access to additional federal and
state funds to remediate the 4 percent of bridges currently listed in poor condition.

Budget: $277,882.6 FTE: 1,829.7
g FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Statewide pavement miles preserved 3,970 3,852 3,000 4,373 -

Bridges in fair condition or better, based on deck

area 96% 96% 90% 9%6% AN

Program Rating - - -

ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? No
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Economic data shows construction
costs increasing significantly in 2021,
including road construction costs.
Preliminary data from the Federal
Highway Administration shows a 10.9
percent year-over-year increase in
road construction costs nationally.
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Traffic Fatalities By
Type

840
260 248
176

157 133

FY17
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FY20
FY21
FY22

B Alcohol-Related mNon-Alcohol

NMDOT assesses all New Mexico roads each calendar year using a pavement
condition rating (PCR) score to measure roadway condition. For calendar year 2021,
road condition data show New Mexico roadways improved significantly from the
prior year, well over 90 percent of the state’s lane miles in fair or better condition.
The number of lane miles rated in poor condition fell from 6,805 to 1,451. In 2021,
the average PCR score for the state was 72.1, up from 54.9 the prior year.

NMDOT partially credits the significant improvement in road conditions with an
improvement in its data report system. However the department has also received
signficatnt funding to improve road conditions. Since 2019, the department has
received nearly $1 billion in general fund appropriations for improvements to
state roads.

2018 2019 2020 2020 2021

2021 Road Condition Survey Actual Actual Actual Target Actual Rating
Interstate miles rated fair or better 95%  90%  88% >91% 97% N
lt;l;ttlgpal highway system miles rated fair or 97% 88% 84%  >86%  97% -
Non-national highway system miles rated fair 84% 85% 76%  >75%  94% -
or better
Lane miles in poor condition 3,783 4,420 6,805 <6,925 1,451 dEw
Program Rating - - Y o
Modal

Nationwide, traffic fatalities have increased, with federal data indicating more
traffic fatalities in 2021 than in any year since 2005. NMDOT data reflects this
increase. Total fatalities surpassed levels seen in FY20 and FY21, 30 percent over
the target amount. Alcohol-related fatalities surpassed the target by a lower rate
and remain below FY20 levels. Pedestrian fatalities and unbelted fatalities remain
persistently high. Recently, NMDOT began a public awareness campaign in a
effort to reduce pedestrian fatalities

The state’s Park and Ride program continues to lag prior ridership levels, with
fourth quarter ridership of 29.6 thousand, still roughly half the fourth quarter
ridership from 2019 and less than half of the target level. However, year-over-
year ridership nearly doubled, from 16.3 thousand in FY21. Improvements in
New Mexico Rail Runner ridership has been higher, driven by 75 percent fare
discounts and record high gas prices. The train saw ridership of 104.2 thousand in
the fourth quarter, or about 74 percent of FY19 levels.

Budget: $77,875.2 FTE: 126
9 FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Traffic fatalities 424 411 <357 464 -
Alcohol-related traffic fatalities 176 113 <125 133 Y
Non-alcohol-related traffic fatalities 248 298 <232 340 -
Occupants not wearing seatbelts in traffic fatalities 158 171 <133 190 -
Pedestrian fatalities 83 76 <72 105 -
Riders on park and ride, in thousands 175 53.6 235 100.4 -
Riders on rail runner, in thousands* 516 40.9 N/A 317.2

Program Rating - - -

*Measure is classified as explanatory and does not have a target.
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Program Support

NMDOT Vacancy Rate
The department notes continued difficulty in recruiting employees due to the tight

job market and strong private sector competition for engineers and other qualified 25%
professional. However, the department continues to maintain a vacancy rate lower
than the overall rate for state government. Additionally, the department recently
began a recruitment campaign to lower vacancy rates and improve service levels.
Department efforts to related to employee safety have minimized injuries.
Although incidents remain at roughly half of the target, there was a slight uptick 15%
in reported injuries versus FY21. The increase could be related to higher exposure
as maintenance and construction activity picks up.

20%

10%
Budget: $43,856.7 FTE: 252.8
9 FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating 5%
Vacancy rate in all programs 20.4% 159% 13.0% 17% T
Employee injuries 54 35 90 45 - 0%
0
Percent of invoices paid within 30 days 93% 93% 90% 93%  WEN E g g g & §
>
Employee injuries occurring in work zones 13 11 35 17 - S (R
Program Rating - - - === Vacancy Rate

e T arget
*Measure is classified as explanatory and does not have a target.

Source: NMDOT
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ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? Yes

Clean Water State
Revolving Fund
Balances, FY17-21
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Through the clean water state revolv-
ing fund (CWSREF), local communi-
ties secure affordable financing for a
wide range of projects. Communities
benefit from CWSREF loans to finance
essential wastewater, stormwater,
and solid waste projects at interest
rates between 0 percent and 1 per-
cent and loan terms up to 30 years.
These construction projects add rev-
enue to local economies and improve
quality of life through effective envi-
ronmental infrastructure.

Source: Office of the State Auditor

The performance of the Environment Department (NMED) continues to be mixed,
with most below-target performance results associated with low inspection rates.
The agency reported working with the State Personnel Office (SPO) to reclassify
positions to improve vacancy rates and reorganize some bureaus to better serve
the agency’s objectives. NMED was able to significantly reduce the time to fill
new and vacant positions from over 200 days on average to as little as seven days
after a mission-critical position became vacant. NMED invested $31.6 million in
communities for water infrastructure, drinking water testing, technical trainings,
scientific and engineering consultation, field sampling and analysis, abandoned site
clean-up, and other services to the public and stakeholders. In FY22, NMED staff
conducted 8,916 compliance inspections and collected $2.4 million in civil penalties
that were reverted to the general fund. NMED continues to make progress toward
achieving its performance goals despite personnel challenges and contends additional
state resource investments will be necessary to continue these positive trends.

Water Protection

Drinking Water. More than 1.7 million New Mexicans, or 91 percent, received
drinking water that met all health-based standards in the fourth quarter of FY22.
This data is based on NMED’s sampling of 570 community water systems.
Starting this year, NMED changed which data is used to calculate this measure
to include all uncorrected violations rather than only new ones identified. This
reduced the reported performance on this measure from prior fiscal years.

The Drinking Water Bureau is restructuring to maximize resources and actively
recruiting for 18 vacant positions. Understaffing is causing delays in compliance
determinations and violation notices. The agency expects to hire additional staff
with increased funding from the drinking water state revolving loan program and
set-aside grants from the federal Infrastructure Investment and Jobs Act.

Surface and Groundwater Inspections. The Surface Water Quality Bureau
(SWQB) completed 31 annual inspections, exceeding the 20 in their FY22 target.
Because inspections can span across quarters due to the length of time between
an inspection opening and closing, and the 30-day time period between the close
of the inspection and the completion of the inspection report, the reported number
does not include inspection reports in progress as of June 30, 2022. To report
meaningfully on this performance measure, NMED would need to either assume
authorization from the U.S. Environmental Protection Agency to implement the
National Pollutant Discharge Elimination System Program or develop a state
surface water discharge permitting program. In support of this, SWQB initiated
the process to create three new positions funded through a one-time appropriation
from the Legislature of $190 thousand that will be filled in FY23.

The number of groundwater permittees increased again in the fourth quarter to
605, and the Ground Water Quality Bureau conducted 46 inspections. Inspections
typically occur at sites requiring immediate attention due to complaints, failures, or
other causes outside normal operations. To optimize resources, staff make additional
inspections of nearby systems to increase efficiency in travel planning and time in
the field. Nine of the bureau’s 28 inspector positions are vacant, and program staff
are working with SPO on reclassifications to make positions more competitive.




Water Infrastructure. The new measure (new water infrastructure projects)
reports the number of funding agreements executed each quarter for drinking
water, wastewater, and stormwater infrastructure projects supported by capital
outlay funding, the clean water state revolving fund (CWSRF), or the Rural
Infrastructure Program. These projects are managed by NMED’s Construction
Programs Bureau (CPB) and improve ground-water and surface-water quality and
increase access to reliable and safe drinking water across New Mexico. In the
fourth quarter, CPB executed six new funding agreements and disbursed $10.1
million to communities, bringing total water infrastructure investments for FY22
to $31.1 million.

Budget: $30,576.4 FTE: 184.3
FY20
Actual

FY21
Actual

FY22
Target

97% 97% 92% 91% Y

FY22
Actual Rating
Percent of the population served safe and healthy

drinking water

Surface water permittees inspected NEW NEW 10% 39% a
Groundwater permittees inspected 47% 19% 65% 21.1% -
New water infrastructure projects NEW NEW 75 114 e
Program Rating ¥ o ¥

Resource Protection

The Petroleum Storage Tank Bureau (PTSB) reports the cumulative number of
cleanups, not the actual cleanups that take place each quarter. A petroleum storage
tank release site is granted no further action (NFA) status only once the soil and
groundwater have met all applicable state standards. This does not reflect the
ongoing work to clean up sites to achieve NFA status. In FY22, NMED completed
cleanups at 20 of the 892 remaining sites with leaking storage tanks. The Solid
Waste Bureau (SWB) inspected six solid waste or medical facilities this quarter,
or 13 percent of the 45 active, permitted facilities, which led to missing the annual
target. SWB maintained two vacancies this quarter. They are actively filling one,
and the other is being reclassified to a higher level. This will create a new career
ladder the agency hopes will improve this bureau’s historically high turnover
rate. The Hazardous Waste Bureau’s inspection performance in FY22 doubled the
target. The Resource Protection Division’s performance goals were consolidated
and clarified in FY22, resulting in fewer, but more meaningful measures.

Budget: $16,651. 1 FTE: 142.3

FY20 FY21 FY22 FY22

Actual Actual Target Total Rating
Complete_d cleanups o_f petroleum store_]ge*tank NEW NEW 1,938 1,964 ol
release sites that require no further action
Solld and infectious waste management facilities NEW NEW 85% 47% -
inspected
Hazardous waste facilities inspected NEW  NEW 2% 4% o i
Program Rating Y o Y

*Measure is classified as explanatory and does not have a target.

Environmental Protection

The Environmental Protection Division inspected 2.5 percent of X-ray machine
registrants and radioactive material licensees this quarter out of 1,752 registrants

PFAS

In June 2022, the U.S. Environmen-
tal Protection Agency (EPA) released
new acceptable exposure limits for
two common per- and polyfluoroal-
kyl substances (PFAS), lowering the
limit from the previous 70 parts per
trillion to just 0.002 and 0.04 parts
per trilion—less than a thousandth
of the previous level. EPA is expect-
ed to move forward with proposing a
PFAS national drinking water regula-
tion in fall 2022. To date, NMED es-
timates the state has spent over $6
million to protect communities from
PFAS contamination.

Brownfield Cleanups
Completed

O |

EPA Grant Funded

N w

-

2015
2016
2017
2018
2019

®NMED Grant Funded

A brownfield is a property that the
expanxion, redevelopment, or reuse
of which may be complicated by the
presence or potential presence of a
hazardous substance, pollutant,
contaminant.

Source: Envirnmental Council of the States

Results Projects




Nonrecurring Appropriations
to NMED

2021 Special and Regular Sessions

River Stewardships
Program

$11.5 million

Eastern New Mexico
Rural Water System

$10 million

Emerging
contaminants
initiatives

$525 thousand

Interstate ozone
pollution

$450 thousand

Superfund and
uranium mine site
cleanup

$400 thousand

Radiation Control
Bureau

$300 thousand

Surface water
discharge permitting
program

$250 thousand

and licensees in total. The agency reports additional funding is needed to
sufficiently train and equip staff to perform inspections, but a budget increase
for the Radiation Control Bureau was not requested in FY22 or FY23. In the Air
Quality Bureau, NMED reports vacancies continue to hamper inspections but a
reorganization that will hopefully improve recruitment and retention is in process.

Budget: $28,466.1 FTE: 281.6
FY20 FY21 FY22 FY22

Actual Actual Target Total Rating
!omzmg and nonionizing radiation sources NEW NEW 85% 12.56% -
inspected
Air emitting sources inspected NEW NEW 50% 20.49% -
Percent of the population breathing air meeting NEW NEW 95% 98.4% o
federal health standards
Program Rating & & ¥

Environmental Health

The Environmental Health Division did not close any inspections with violations
in the fourth quarter. However, overall results for FY22 show the Occupational
Health and Safety Bureau found violations in 54 of 85 inspections. The Food
Safety Bureau (FSB) achieved the target percentage for restaurant and food
manufacturer inspections despite vacant positions in rural locations. However, FSB
was unable to conduct desired in-person reinspections of noncompliant facilities
and was instead reliant on the receipt of written responses from operators. The
Onsite Wastewater Program nearly achieved the target percentage for inspections
in FY22, despite vacant positions throughout the state. Continued staffing
challenges in rural locations throughout the state and increases in construction
inspection requests may present challenges in meeting these goals during FY?23.
Wastewater system inspections are critical to maintaining groundwater quality
and will continue to be a priority for NMED.

Budget: $28,466.1 FTE: 281.5

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Number of employers that did not meet
occupational health and safety requirements for at NEW NEW 55% 63.5% e
least one standard
Percent of restaurants/food manufacturers NEW NEW 80% 90% o

inspected

Percent of new or modified liquid waste systems

. NEW NEW 85% 82% ¥
inspected

Program Rating ]



In the Energy, Minerals and Natural Resources Department (EMNRD), the
forest and watershed treatment done by the State Forestry Division was forced
to wind down earlier than usual due to an early and severe wildfire season. The
importance of this work was evident during a recent fire that slowed when it
entered a treated forest area. State Park visitation rebounded in the fourth quarter,
resulting in an annual total of 5.2 million visitors. The Oil Conservation Division
has prioritized high-risk well inspections and severely degraded orphan well sites.
OCD exceeded the target for inspections and only fell one well short of its target
for the number of orphaned wells properly plugged.

The Legislature made significant investments in forestry work and state parks
infrastructure with federal pandemic relief funding and other nonrecurring
revenue. Expenditures will continue to be closely monitored in the coming
years to ensure the agency is meeting expectations to implement high-impact
infrastructure investments, particularly state park repairs and upgrades and natural
resource remediation.

Healthy Forests

The Healthy Forests program, also known as the State Forestry Division (SFD),
holds wildland firefighter trainings throughout the state, primarily between
October and April. The division saw minimal training activity in the fourth
quarter and the final numbers fell short of the FY22 performance goal. Due
to the unprecedented early fire season, the division could not host trainings in
April and May but expects that nonfederal cooperators will be more interested in
wildland training, and numbers will rebound in FY23. SFD plans and implements
restoration treatments within the top 500 at-risk watersheds identified in the New
Mexico Forest Action Plan. SFD was on course to meet its FY22 performance
target as of the third quarter, but work slowed due to the limitations of treating
forests during wildfire season. Work is expected to proceed at or above normal
pace once fire conditions ease and restrictions are fully retracted.

Budget: $16,278.7 FTE: 79

FY20 FY21 FY22 FY22

Actual Actual Target Total Rating
Nonfederal wildland firefighters provided training 1,229 1,229 1,500 883
Acres treated in New Mexico’s forests and 8.213 14,637 14500 14,020 ¥
watersheds
Program Rating ¥ ¥ ¥

State Parks

Despite wildfires around the state that had resulted in park closures and restrictions,
the State Park Division saw a significant rebound in visitation numbers in the
fourth quarter. Revenue per visitor is higher than previous years. The State Parks
Division’s plan for increasing visitation is to continue normal marketing and
outreach programming with a focus on rural markets and leveraging the national
reach of the reservation system marketing platform. The division has taken actions
to significantly reduce the high FTE vacancy rate and will continue to recruit and
retain permanent, temporary employees, and volunteers to ensure state parks are
managed safely and effectively to meet and exceed visitor expectations.

ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? No

Forest and Watershed

Acres Treated
Out of 43 Million Acres
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An agreement between EMNRD,
New Mexico Highlands University,
New Mexico State University, and the
University of New Mexico establishes
a reforestation center to recover ar-
eas burned by severe wildfires. More
than 300 million seedlings are need-
ed to fill the current backlog of burned
areas, and the agreement sets a goal
of producing 5 million seedlings per
year. The partners will expand the
seed collection program, prepare
seed storage facilities, and conduct a
feasibility study of sites to locate the
new nursery, research, and training
center. The collaboration will result in
production and planting of trees resil-
ient to a warmer and drier climate.



60

50

40

30

20

10

Cumulative Number of

Wells Plugged
FY22

Q2 Q3

Q4

160

140

120

100

80

60

40

20

Average cost per well

Source: EMNRD

thousands of dollars

Budget: $24,173.5 FTE: 234.7
FY20 FY21 FY22 FY22

Actual Actual Target Total Rating

Number of visitors to state parks, in millions* 3.9 4.4 N/A 5.2
Self-generated revenue per visitor, in dollars 1.04 $0.65 $0.94 $1.01 [
Program Rating L ¥ (-

Mine Reclamation

The Mining Act and the Surface Mining Act require that mines obtain a permit
that includes an approved reclamation plan and financial assurance that would
allow the state to complete reclamation if the company owning the mine fails to
do so. In the fourth quarter of FY22, 65 of the 66 mines managed by the program
were in compliance with this requirement.

Budget: $8,120.0 FTE: 32
FY20 FY21 FY22 FY22

Actual Actual Target Total Rating
Permitted mines with approved reclamation plans
and adequate financial assurance posted to cover 100% 99% 97.5% 99% [
the cost of reclamation

Program Rating [ [ (-

Oil and Gas Conservation

The Oil Conservation Division (OCD) met the annual target for oil and gas wells
inspected and in compliance through a significant improvement in fourth quarter
inspections performed. OCD recently implemented a tiered method of scheduling
inspections to better target higher priority inspections, typically more complex and
time-consuming than the average inspection. OCD staff approved 74.4 percent of
drilling permits within 10 business days in the fourth quarter of FY22, allowing
most operators to conduct business without unnecessary delays.

OCD has recently been focusing its well-plugging efforts on a large oil field
containing old, poorly maintained orphan well sites that require additional time
and resources to remediate. Since 2015, OCD has plugged 234 wells on state and
private land. In FY22 OCD has spent $1.6 million in recurring funds, and $1.8
in other state funds on well plugging. OCD secured the services of four rigs and
intends to plug more wells using monies from the reclamation fund and a sizeable
grant from the federal government. Plugging cost per well have doubled from
FY21 to FY22.

OCD has the additional responsibility of overseeing the Carlsbad brine well
remediation project, which is not captured in the division’s performance measures.
The remediation project was expected to be completed in spring 2022. However,
depressurization, still under way, has taken longer than originally anticipated.
Remaining budget has allowed for postremediation monitoring to occur for the
next two years, ensuring site stability.

Budget: $11,221.5 FTE: 72
FY20 FY21 FY22 FY22

Actual Actual Target Total Rating
Inspections of oil and gas wells and associated
facilities showing compliance with permits and 36,852 35,757 31,000 31,154 [
regulations



Application to drill permits approved within 10

business days 94.6%  87.6% 95% 88% L
Abandoned oil and gas wells properly plugged 36 49 50 49 R
Violations issued* 2,176 3,174 N/A 3,213
Program Rating o ¥ ¥

*Measure is classified as explanatory and does not have a target.

Renewable Energy and Energy Efficiency

ECMD administers five clean energy tax credit programs for renewable energy
production, solar market development, sustainable buildings, agriculture biomass,
and biodiesel facilities. In FY22, ECMD received and reviewed 1,286 tax credit
applications. The solar market development tax credit has been extremely
successful. However, the increased interest in the program has presented an
administrative challenge, because there are only two dedicated staff to support the
thousands of applicants. 843 applications for the 2015 sustainable building tax
credit were reviewed, processed, and approved. Consequently, the program has
exceeded the legislative funding allocation for 2024.

The purpose of the Renewable Energy and Energy Efficiency Program, also called
the Energy Conservation and Management Division (ECMD), is to develop and
implement effective clean energy programs, renewable energy, energy efficiency,
and conservation, alternative transportation and fuels, and safe transportation of
radioactive waste. ECMD also provides technical assistance and information to
the renewable energy industry for ongoing, potential, and proposed projects.

Budget: $3,248.8 FTE: 19

FY20 FY21 FY22 FY22

Actual Actual Target Total Rating
Appl_lcaﬂons for clean energy tax credits reviewed 90% 88% 90% 92% ol
within 30 days
Number of clean energy projects to which the
division provided information and technical 143 226 N/A 350
assistance*
Program Rating ] ¥ o i

Measure is classified as explanatory and does not have a target.

Nonrecurring Funds
Appropriated in Special and
Regular Sessions

2021-2022
Purpose Amount
Forest and
watershed
treatment, $35 million
restoration;

wildfire readiness

State park
improvements

$20.5 million

Community
energy efficiency
development
block grant
program

$10 million

Orphan well
reclamation

$3.5 million

State park
expansion

$350 thousand

Vehicle and radio
replacements

$250 thousand




ACTION PLAN
Submitted by agency? No
Timeline assigned by agency? No
Responsibility assigned? No

Publicly Owned Dams in Need
of Rehabilitation:
10 Highest Priority Dams

Estimated
Name Purpose Rehab
Cost
Cimarroncito |Water $16M or
Dam Supply more
Fenton Lake Recreation,| $18M or
Dam Wildlife more
Bear Canyon |lrrigation, $8M or
. more
Dam Recreation
Eagle Nest Irrigation $10M or
Dam more
Nichols Dam Water $5M or
Supply more
McClure Dam Water $5M or
Supply more
Bluewater Dam |Irrigation TBD
Alto Lake Dam Water $10M or
Supply more
Lower Vallecito |, . .. $7M or
Irrigation
Dam more
Lake Maloya |Water
Dam Supply >$30M

The Dam Safety Bureau keeps a
list of publicly owned dams that are
of sufficient size to be regulated by
OSE, have high-hazard potential,
have auxiliary spillway capacity less
than 70 percent of the regulatory re-
quirement, and are deficient based
on safety criteria with a condition
rating of unsatisfactory, poor, or fair.
According to LFC’s most recent quar-
terly capital outlay report, OSE has
$13.9 million in unspent capital out-
lay funding for dam construction and
rehabilitation. Another $10 million for
statewide dam rehabilitation was ap-
propriated to OSE during the 2022
legislative session.

Leadership at the Office of the State Engineer (OSE) is working to refocus the
agency on big-picture planning and investments that can mitigate the impact
of water scarcity on residents and economy. The governor’s 50-year water plan
prepared by the Interstate Stream Commission (ISC) was available to the public in
November 2022. As a result of this report, legislators have indicated they expect
the OSE/ISC to take a more active role in water planning and project development,
compliance and enforcement than its mission and capacity have allowed to date.

Water Resource Allocation

The Water Resource Allocation Program (WRAP) has an internal goal of keeping
the number of backlogged water rights permit applications under 499, which it
achieved for the first time this fiscal year. The program met the target for monthly
applications processed in the first quarter and fourth quarters but fell one short
of the FY22 target. WRAP also had additional workload resulting from drought
conditions, numerous cannabis water right validation reviews in support of the
Regulation and Licensing Division’s producer licensing process, and “agency
review” duties for the New Mexico Finance Authority’s Water Trust Board, which
provides funding for water-related projects.

The purpose of WRAP is to provide for the administration, distribution, protection,
conservation, and development of the state’s surface water and groundwater
resources, including the implementation of active water resource management.

The Dam Safety Bureau’s performance measure is related to the number of publicly
owned dams with problematic inspection findings. Written notice of a dam’s
condition, including any deficiencies and potential issues, is a required component
of dam safety inspections conducted by the Dam Safety Bureau in WRAP. The
State Engineer will work to change this performance measure in the next fiscal
year to reflect the services provided by this bureau more accurately. Currently, dam
construction project management is not a part of its mission or budget.

Budget: $15,153.5 FTE: 171

FY20 FY21 FY22 FY22
Actual Actual Target Total Rating

Unp_rote_sted and unaggrieved water rights 502 522 N/A 499
applications backlogged
Unprotested water rights applications processed 39 305 40 39 ¥
per month
Tran;gctloqs abstracted annually into the water 20,432 24029 20,000 28,665 G
administration resource system database
Notllcclas issued to owners gf publ'lcly owned dams 58 78 45 61 ol
notifying them of deficiencies or issues
Program Rating Y Y [}

Interstate Stream Compact Compliance

The Pecos River compact report for water year 2021, issued on June 25, 2022,
included an annual debit to New Mexico of 4,400 acre-feet, resulting in a cumulative
Pecos River Compact credit of 157.2 thousand acre-feet. OSE largely attributes New
Mexico’s cumulative credit to the state’s investments in implementing the 2003 Pecos
settlement agreement, such as purchasing water rights and constructing and operating
two augmentation wellfields.



New Mexico’s Rio Grande compact engineer advisor reports New Mexico under-
delivered by approximately 30,800 acre-feet in 2021, resulting in a calculated
accrued debit of 127,100 acre-feet for calendar year 2022. The Middle Rio Grande
Conservancy District will begin the 2022 irrigation season with no native water
in storage and will receive only about 50 percent of a full allocation of San Juan
Chama project water due to water supply conditions in the San Juan Basin.

New Mexico’s legal and technical teams are optimistic about Rio Grande compact
litigation with Texas reaching a settlement while preparing for trial. Attorneys
for the parties have been negotiating a settlement and are aiming to complete the
deal by September 23. Absent a settlement agreement, the case will likely have
a hearing to discuss the mechanics of a trial and set a trial date for early January.

The purpose of the ISC Compliance and Water Development Program is to ensure
the state’s continued compliance with interstate stream compacts, resolve federal
and interstate water issues, develop water resources and stream systems in an
environmentally sound manner, and plan for the future use of water to ensure
maximum sustained beneficial use of available water resources.

Budget: $12,037.7 FTE: 44

FY20 FY21 FY22 FY22

Actual Actual Target Total Rating
C_umulatlve statc_e-llne delivery credit per the Pecos 166.3 161.6 >0 161.6 o
River compact, in thousand acre-feet
Cumulative delivery credit per the Rio Grande
compact, in thousand acre-feet -38.8 -96.3 >0 211
Cgmula}lve New Mexico unit fund expenditures, in $20.1 $22.1 N/A $22
millions
Program Rating bt - bt - b |

Litigation and Adjudication

The two Litigation and Adjudication Program (LAP) measures track progress
toward the completion of the adjudication of water rights in New Mexico.
The percentage of water rights that have judicial determinations represents the
percentage of water rights that have been determined by court orders entered as a
share of all water rights adjudication suits to date. The program exceeded its FY22
target despite the lower number of offers made to defendants.

Offers to defendants in adjudications are currently low because activity in the
Lower Rio Grande Bureau disproportionately affects the measure; adjudications
in other parts of the state are mostly in earlier stages or are correcting existing
subfiles rather than initiating new offers. OSE will work to develop a performance
measure that will more broadly capture their progress than this current longstanding
goal for the next fiscal year.

Budget: $7,201.7 FTE: 58 FY20  FY21 FY22  FY22

Actual Actual Target Total Rating
Offers to defendants in adjudications 444 381 325 142 SR
Water rights that have judicial determinations 76% 76% 74% 77% B -
Program Rating il Tl ¥
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ACTION PLAN
Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? No
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Stay Well Health Center

The department reports fewer state
employees are visiting the Stay Well
Health Center, a state-funded clinic
for members of the state’s group
health benefits program where mem-
bers can access treatment for minor
illnesses at no cost. The purpose of
the center is to reduce health care
costs by providing access to routine
care internally, rather than through
private providers billing the state’s in-
surance system. However, to realize
cost savings the program needs to
operate at scale. Members designat-
ing the center as their primary care
provider fell in FY22 to 486 from 535
in FY21..

Operations of the General Services Department (GSD) continue to be affected
by the Covid-19 pandemic, from volatility in health insurance claims payments
to the ability of the agency to conduct scheduled preventive maintenance at state
facilities. Troublingly, the department reports a mounting deficit in the agency’s
largest program, employee group health benefits. Performance data indicate
medical expenses are increasing while premiums have not increased to match
expenses to revenues. Under these conditions, the department will be challenged
to contain costs in FY23. Improved health benefits performance reporting is vital
to provide insight into cost drivers, care quality, and employee satisfaction with
the benefits offered.

In some cases the department indicated it is developing improvement action
plans; however, the details of the plans are not yet available.

Risk Management Funds

Overall, the financial position of the three funds, determined by dividing current
assets by current liabilities, is 78 percent, with projected assets short of projected
liabilities by $31 million. In FY21, assets were short of liabilities by only $2
million, but the year-end results represent an improvement in earlier results
where assets were short of liabilities by $67 million. The funds remain above
the 50 percent target. Changes were driven mostly by the public liability fund,
with a reduction in projected assets of $10.7 million and an increase in projected
liabilities of $16.4 million versus FY21. The department has said it is developing
an improvement action plan for the public liability fund, but deadlines for plan
delivery have not been provided

Budget: $100,427.9 FTE: 0.0
9 FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Projected financial position of the public property 736% 5239% N/A 443% o

fund*

Projected financial position of the workers’

; " 60% 61% N/A 60% AN
compensation fund

Projected financial position of the public liability

* 112% N/A 66% ¥
fund

103%

*Measure is classified as explanatory and does not have a target.

Program Rating

Group Health Benefits

Despite provisions of state law designed to prevent agencies from spending
without available funds (see Section 6-5-6 NMSA 1978), the employee group
health benefits program has been operating at a deficit. LFC analysis indicates,
given current spending patterns and rates, the fund could end FY23 with a
deficit of more than $100 million. Despite persistent shortfalls, the department
has not increased health insurance rates for participating employees resulting in
mounting shortfalls. Although the Legislature authorized a 5 percent rate increase
for FY23, the governor vetoed funding for the increase, stating there would be
no premium increase for FY23. The department reports per-member-per-month
increases in healthcare costs of 5 percent, in line with the amount appropriated



by the Legislature. The financial position of the health benefits fund makes .
. . . Health Benefits Fund
cost containment an even more pressing concern; however, a cost-containment Balance
strategy alone will not enable the department to close the funding gap in the (in millions)
absence of rate increases. $30
$10 $_6
For FY24, the Department of Finance and Administration did not include an $10 .
increase in FY24 health benefits rates in budget instructions for state agencies. 530 ¥2 $17
Budget: $419,936.0 FTE: 0.0 -$50
9 FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating -$70 365
Change in average per-member-per-month total 5o o o o $90
healtheare cost 25% 59% <5% 5% A& $
) ) -$110
Year-end fund balance of the health benefits fund, in ]
illione* NEW -$17.3 NA -$65.1 i $130 $113
OF) o — N qu
Annual loss ratio for the health benefits fund NEW NEW  98% -118% i y ¢ g d &
[V [V L (T
[T
State group prescriptions filled with generic drugs 87.2% 86.5% 80% 87% 'm
*Projected; assumes no rate
Number of visits to the Stay Well Health Center 7,801 6,248 N/A 4,540 ¥ incréase and shortfall equal to FY22
Percent of avallabkz appointments filled at the Stay NEW 50% N/A 81% Y Source: GSD
Well Health Center

Percent of eligible state employees purchasing state NEW

A . 81% N/A 80%
medical insurance

Rate per one thousand members of emergency
department use categorized as nonemergent*

Program Rating '- -

*Measure is classified as explanatory and does not have a target.

NEW 218 N/A 22.6

Facilities Management

The Facilities Management Division (FMD) is responsible for maintaining 6.8
million square feet of state-owned and leased space. Recently, GSD prioritized
moving employees from leased space to state-owned facilities; however, the state
continues to lease 2.5 million square feet of private space. Efforts to consolidate
state agencies and reduce leased space have been hampered by uncertainty about

FY22 Leased and State-Owned Office Space by Square Foot and FTE

State-owned

State-Owned o - ce Per FTE  Total Space

Department

IR (Target 215)
Human Services Department 716,989 17,045,290 61,456 325 778,445
ggg‘;‘::]é \;‘t’“th & Families 419432 | 8593213 282,759 361 702,191
Department of Health 274,835 4,315,346 245,776 180 520,611
Corrections Department* 73,273 1,386,037 299,424 372,697
Taxation and Revenue Department 184,566 4,239,764 149,838 289 334,404
Department of Environment 120,490 2,273,294 70,975 343 191,465
Workforce Solutions Department 25,163 475,187 162,160 375 187,323
Department of Public Safety 63,007 516,839 64,858 511 127,865
State Engineer 63,251 924,009 50,706 268 113,957
ggg;ﬁ:}gf‘”" Licensing 24,188 392,655 65,687 205 89,875
Total 1,965,193 | 40,161,634 1,453,639 279 3,418,832




The General Services Department
has received $3 million in capital out-
lay funding for renovations to offices
at the PERA building for the Chilren,
Youth and Families Department and
the Early Childhood Education and
Care Department, but a recent site
visit showed continued teleworking
and staff vacancies led to underuti-
lized office space.

Number of Sole Source
and Emergency
Procurements

593

472 493

379

295

157
103 115

2019 2020 2021 2022
EEmergency @Sole Source

Source: LFC

the future space needs of the state workforce, with space occupied on a daily basis
reduced due to telework. Specifically, the lack of a consolidated set of criteria
governing telework eligibility led to agencies pursuing differing strategies,
resulting in inconsistencies in estimated amount of space needed to house staff.

FMD reports less than 60 percent of scheduled preventive maintenance activities
were completed on time. The division reports long wait times for materials to
complete projects, although the department report capital projects are mostly
completed on time.

The department reports 100 percent of office leases met adopted space standards,
but notes leases with a space standard waiver are not included in this calculation. For
example, the department excluded five of six leases processed in the fourth quarter,
meaning only 20 percent of fourth quarter leases met space standards. The state
has yet to realize projected cost savings from the green energy initiatives, with the
department reporting $181.5 thousand in energy savings in FY22. In August 2019,
FMD began a $32 million project to reduce energy use in state facilities, estimated
to save at least $1.4 million per year, with guaranteed savings of $1.1 million.

Budget: $15,481.2 FTE: 148

g FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating
Capital projects completed on schedule 96% 88% 90% 93% o
Preventive maintenance completed on time 75% 48% 80% 59% -
New office leases meeting space standards 93% 100% 85% 100%
Amount_ o_f_ut!llty savings resulthg from green NEW  $281.4 N/A $1815 ¥
energy initiatives, in thousands
Program Rating ﬁ -

*Measure is classified as explanatory and does not have a target.

State Purchasing

The program reports all 76 executive agencies had designated chief procurement
officers at the end of FY22, and the agency met targets for procurement completion
and timely contract review. The department reported an uptick in revenue received
from pricelist purchases, rising from $3 million in FY21 to $4.2 million in FY22,
a 40 percent increase, pointing to a rise in the number of agencies using price lists
for procurement.

Budget: $2,263.4 FTE: 29
9 FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating

Agencies with certified procurement officers 92% 95% 90% 100%
I_’rocurements completed within targeted NEW NEW 80% 88.5% ol
timeframes
Revenue g*enerated through pricelist purchases, in NEW $2.988 N/A  $4.198.8
thousands
Percent of estimated payments received from NEW NEW 80% 99% ol
vendor sales
Per.cent of invitations to bid awarded in 90 days of 100% 64% 90% 92% ol
assignment
Ave_rage number of days for completion of contract NEW 8.1 <5 4 &
review

Program Rating G R

*Measure is classified as explanatory and does not have a target.



General Services Department

Transportation Services

Vehicles Used 750
Although the Legislature recently appropriated $1.3 million for GSD to replace Miles per Month, or

state vehicles, agencies continue to underutilize vehicles, with only 47 percent Used Daily
of leased vehicles being used daily or for at least 750 miles per month. Although

the agency states daily vehicle use will increase as state government returns 0%

to normal business operations, the agency may need to consider the impact of 60%
increased telework arrangements, which have the potential to permanently alter
. . .. . . . 0,
normal business operations. Additionally, even prior to pandemic-induced stay- 50%
at-home orders, vehicle use was below the 70 percent target level. 40%
Budget: $9,426.5 FTE: 31 30%
? FY20 Fy21  Fy22  FY22
Actual Actual Target Actual Rating 20%
Vehicle operational cost per mile $0.48 $0.49 $0.59 $0.55 il
Vehicles used 750 miles per month 56%  30%  70%  47% P 10%
Program Rating Y R 0%
N~ [ee] (o)) o - N
*Measure is classified as explanatory and does not have a target. NN T
T [T L T [T L
State Printing Source: GSD

The State Printing Program reported recovery in sales from the downturn caused
by the Covid-19 pandemic, with revenue exceeding expenditures for the first time
since the start of the pandemic. Although on a yearly basis the division continues
to run a deficit, sales growth of 68 percent is an encouraging sign, although sales
typically peak in the third quarter due to printing for the legislative session. The
division continues to perform well, with all printing jobs delivered on time in the
third quarter.

Budget: $2,038.9 FTE:9
FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Revenue exceeding expenditures 5% -0.6% 5% 21% -
Percent of printing jobs delivered on time 99% 100% 99% 100% -
Sales growth in revenue 8.6% -11% 20% -2% '-
Program Rating ¥ ¥ - -




State Personnel

ACTION PLAN The state continues to face challenges related to employee recruitment and
retention. The State Personnel Office (SPO) reports the classified service vacancy
rate is 22.8 percent, up from 20 percent in FY21 and 21 percent in FY22. State
agencies continue to take longer to fill vacant positions, with “time to fill”
averaging 64 days in the fourth quarter, an improvement on the 72 days reported at
the beginning of FY22. Once positions are filled, fewer employees are completing
their probationary period, with only 57 percent completing it in the third quarter,
despite new hires being offered salaries above pay band midpoints.

Submitted by agency? Yes
Timeline assigned by agency? No
Responsibility assigned? No

SPO has created a task force with agency human resources officers to reduce the
time it takes to fill vacant positions. One factor could be agencies increasing the
time a job is posted in an effort to find more qualified applicants in a tight job
market. To better identify which agencies have longer time-to-fill results, SPO
has said it will work to improve agency access to performance data. The agency

New Employees should provide regular follow-up and support to help agencies not meeting targets
Completing One Year to improve internal procedures. Additionally, the Legislature should consider

Probation Period agency performance in filling vacant positions as part of the FY24 budget process.

75%
At SPO’s request, a number of measures are classified as explanatory, meaning
they do not have performance targets. However, ratings were given based, in part,

70% on prior year performance.

Budget: $3,875.9 FTE: 44

65% o FY20 FY21 FY22 FY22

° Actual Actual Target Actual Rating
Classified service vacancy rate* 21%  19.9% N/A  22.8%

Average days to fill a position from the date of

60% 56 50.5 N/A 69

posting*

55% New employees who complete their first year of

. 66% 1% N/A 61%
state service

Classified employees voluntarily leaving state
service*

Average state classified employee compa-ratio 103% 103% 100% 105% -

12% 13% N/A - 19.5%
50%

Fy17 I
Fy1s I
Fy1o I

o - N
g ¢ & Clas_sm:ed employees involuntarily leaving state 29, 1.6% N/A 1%
Lo service

Source: SPO Number of hires external to state government* NEW 1,996 N/A 2,969

&
Program Rating ¥ i i

*Measure is classified as explanatory and does not have a target.

SPO’s quarterly report does not include information on salary competitiveness or
turnover by job type, but measures of compa-ratio, or salary divided by midpoint
of salary range, continue pointing to salary inadequacy for some employees.
While compa-ratio for occupation-specific salary schedules are generally
competitive, the average compa-ratio is 106 percent for employees on the general
salary schedule. The Personnel Board recently took action to increase the pay
band ranges for some healthcare professional pay, which is not reflected in the
data and will likely lower the average for healthcare professionals.

ForFY23,onaverage, state employeesreceived a9 percent salary increase, although
increases varied from as little as 4 percent to as high as 30 percent, depending on




State Personnel

an employee’s pay band and compa-ratio. ]
This increase was on top of an across- Average Compa-Ratio by Salary Schedule, FY22

the-board 3 percent increase effective
in April 2022. Notably, employees on Architecture
occupational salary schedules received Attorneys
an across-the-board 4 percent increase,
despite high vacany rates and turnover
among some of these professions, Engineers
including correctional officers and child General Employees
protective service employees. For FY24,
the Legislature may need to consider
targeted pay increases in these areas to
aid recruitment and retention. Information Tech.

Corrections

Healthcare General

Healthcare Professional

. .. Social Services
Teleworking Policies. A recent LFC

evaluation of the state’s personnel 90% 95% 100% 105% 110%
system found the state may not be taking
advantage of a potential recruitment tool
by building a system of remote work that reflects the modern job market. Although
some employees continue to work from home on a part-time basis, the state does
not have a formal, statewide teleworking policy, and allows individual agencies
to set policies. Evidence suggests current job seekers consider teleworking
policies when choosing places to work; lack of permanent policies may harm
competitiveness and lead to ad hoc policies more likely to impact agency service
delivery. While it is not possible for many state employees to function remotely,
an April 2022 review of state records showed 26 percent of employees were
teleworking more than half of the time under current nonmandatory teleworking
policies. Meanwhile, the state is spending $71 million annually to provide 3.7
million square feet of office space, including space for employees working
teleworking for most of the time. While in the short term, current teleworking
polices have likely helped state agencies retain employees who may have left state
employment if forced to return full-time, on a long-term basis the state should
investigate ways to use telework where appropriate.




Taxation and Revenue Department

ACTION PLAN The Taxation and Revenue Department’s (TRD) Program Support Division

, surpassed the annual target of resolved tax protest cases, ensuring compliance

Submitted by agency? Yes . . . .

o : with state laws and promoting taxpayer understanding of those laws. The Audit

Timeline assigned by agency? No . JoL . . . . .

.. . and Compliance Division met the target for implementation of internal audit
Responsibility assigned? No

recommendations, but the Tax Administration Division fell short on targets for
collecting outstanding tax balances—an issue that was the subject of a 2021 LFC
program evaluation and continues to warrant improvements. The Property Tax
Division (PTD) reached its target of returning recovered property taxes to New
Mexicans, reducing the total amount of delinquent property taxes statewide to
$56.9 million. TRD’s Compliance Enforcement did not reach the target of tax
investigations referred to prosecutors. The Motor Vehicle Division is continuing to
fill vacancies and work with vendors to improve appointment queuing processes;
as of June, TRD’s agencywide vacancy rate was 25 percent.

Collections as a
Percent of Collectible

Audit Assessments
Program Support

180 70% L .
$ ~ee ° TRD Program Support Division reviewed and resolved 1,690 protest cases. In the
$160 om0 60% fourth quarter, 378 protest cases were reviewed and resolved, with 10 percent of
$140 the cases having a hearing at the Administrative Hearings Office. This included
$120 50% scheduling, merits, motions, and continuous hearings.
(2]
S $100 40% . .
S Budget: $9157.6 FTE: 101
= 9 FY20 FY21  Fy22  FY22
E $80 | 30% Actual Actual Target Actual Rating
$60 Tax protest cases resolved 1,744 1,590 1,525 1,690 -
20% . N
$40 Internal audit recommendations implemented 95%  100%  92% 97%  WEN
$20 10% Program Rating W@» &N
$0 ﬂ u 0% .. .
Y33599% Tax Administration
SIS Atthe beginning of the fiscal year, the Tax Administration program had a collectible
Lo

balance of $963 million, of which the program collected $149.5 million, or 15.5
=== Outstanding Collectible percent of the total. The af:cognts receivable reductions resulted from amended

Assessments returns, abatements, deactivations, bankruptcy, and reversals. The total FY22
=== Collected reduction, beginning with accounts receivable, was $411.9 million, bringing the

Percent Collected balance to $813.5 million.

Source: TRD

Budget: $23,082.0 FTE: 344

FY20 FY21 FY22 FY22

Actual Actual Target Actual Rating

Collections as a percent of collectible outstanding 19% 17.6% 259, 15.5% -
0 . 0 0 . 0

balances from the end of the prior fiscal year*

Collections as a percent of collectible audit
assessments generated in the current fiscal year

Program Rating il dE

26% 30.3% 60% 40.5% -

*Target is cumulative

Motor Vehicle

An increase in the number of registered vehicles with liability insurance was
attributed to the annual process in which insurance companies remove all policies
from the MVD system and resubmit all current policies. There was an increase,




but the actual number could be higher, TRD reported. Along with ongoing issues
with insurance companies incorrectly reporting fleet and commercial policies, the
uninsured rate reported could be inflated. The insured vehicle data was collected on
a weekly, monthly, and quarterly basis to monitor compliance. MVD is exploring
options to increase compliance among all jurisdictions and demographics.

The average call center wait time to reach an agent was nearly nine minutes.
An increase of one minute and 39 seconds since the third quarter is due to high
call volumes and an increased number of vacancies at the center. Because field
offices are open by appointment only, customers frequently reach out to the call
center. Turnover was due to staff moving to other TRD divisions for promotional
opportunities, including a MVD senior agent position. The MVD call center is
working to fill six vacancies, which will help to maintain and improve wait times.
The MVD vacancy rate has decreased from 19.3 percent in July 2021 to 14.2
percent in June 2022, the lowest vacancy rate of all TRD’s divisions.

Budget: $51,343.7 FTE: 331

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Registered vehicles with liability insurance 91% 91% 93% 91.1% T
Average wait time in “g-matic” equipped offices, in 16:29 8:00 <20:00 6.48 -
minutes ’ ' ' ’
Average call center wait time to reach an agent, in 3:55 15141 <10:00 8:38 ¥
minutes ’ ’ ' ’
Program Rating ¥ ¥ -

*Measure is classified as explanatory and does not have a target.

Property Tax

Preliminary delinquent property taxes collected and distributed to counties is
$10.6 million. The Property Tax Division (PTD) reached its target of returning
$12 million in recovered property taxes to New Mexico’s counties. There is an
additional upside from the counties that have data submissions owed to PTD. The
total of delinquent taxes statewide totals $56.9 million. Through TRD’s detection
and correction of faults in software, delinquency lists have improved reliability
every quarter.

Budget: $5,326.2 FTE: 39

FY20 FY21 FY22 FY22
Actual Actual Target Actual Rating
Delinquent property tax collected and distributed to
counties, in millions $104 %82  $120 $120 -
Percent of total delinquent property taxes recovered 18.7% 18.7% 15% 23% -

Program Rating - -

Compliance Enforcement

The Tax Fraud and Investigation Division (TFID) has assisted numerous third-
party agencies with financial and investigative expertise on different cases
throughout FY22. Tax investigations referred to prosecutors as a percent of total
investigations assigned during the year decreased since last quarter, resulting in
a cumulative total of 50 percent. Only one case was referred to the court system
during the quarter and eight were opened. TRD indicates there is a delay between
the initiation of a case and the referral to prosecution, which could potentially
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Taxation and Revenue Department

TRD o " result in a lower reported percentage of investigations. Within respective quarters,
and Overa case referrals can sometimes match the total cases submitted for the fiscal year,
Agency Vacancy Rate .. . . .

by Month indicating a high referral rate based on case completion. TFID conducts extensive
30% analysis to provide the best evidence for prosecution that will extend the life of
the case.

25%
L g N Budget: $1642.6 FTE: 21

20% FY20 FY21 FY22 FY22
/..w. Actual Actual Target Actual Rating
15% Tax investigations referred to prosecutors as a
° percent of total investigations assigned during the 14% 67% 85% 50% -
year
10% ;
Successful tax fraud pr*osecutlons as a percent of 100% N/A N/A 100% -
total cases prosecuted
5% Program Rating dilll¢ &N
0% *Measure is explanatory and does not have a target.
(]
555§ §§48
S5 2 =2 c 5 > 5
) $ 2 8 g ‘E“ )

==0-=TRD Vacancy Rate

==0==Qverall State Agency
Vacancy Rate

Source: SPO headcount reports




Over the past five years, state general fund revenue investments in information
technology projects have more than tripled, from $21 million in FY19 to over
$64 million in FY23. Over that time, a number of projects have experienced
significant schedule delays and cost overruns, often resulting from unexpected
vendor changes, pending federal approvals, or supply chain issues. However, four
projects have moved from a high risk rating to a moderate risk rating and others
have shown improved budget or schedule risk since FY21.

The status report for FY22 includes 12 key projects and one program for a
total cost of nearly $717 million, including $82.1 million for projects led by
the Department of Information Technology (DolT) and $237.2 million for the
statewide broadband program managed by the Office of Broadband Access and
Expansion. Project budget totals reflect new funding appropriated for FY23. The
report reviews one high risk project, seven moderate risk projects, and five low
risk projects. Highlights include broadband ($10 million and $237 million) and
cybersecurity efforts ($7 million), the Human Services Department’s Medicaid
management information system replacement project ($294.5 million), and the
Children, Youth and Families Department’s comprehensive child welfare system
replacement project ($17.5 million).

Broadband. DolT made progress on spending available appropriations from
its $10 million rural broadband project. Funds were used to support broadband
connectivity projects for rural areas in Chaves, Sierra, and Lea counties, Cochiti
Pueblo, Edgewood, Southeast New Mexico, and the Permian Basin from
Carlsbad to Jal. The funding was also used to support development of strategic
plans, mapping, printing services, and to support a help desk for New Mexicans
experiencing connectivity issues. The project will close out before funding expires
in June 2023. However, other broadband efforts at the state level will be ongoing
and are tracked separately from this 2019 rural broadband project.

The highest risk project currently is the statewide broadband program, intended
to expand broadband access across the state. The program currently has $237
million available to support broadband. Included in this total is the connect New
Mexico fund, appropriated $100 million in the 2021 legislative session, and $123
million in federal funds appropriated in 2022. A lack of leadership caused delays
to spending available appropriations, but progress on staffing the office and work
being done with the Connect New Mexico Council—which started meeting in
January 2022—show promise for better results in future quarters. For instance,
the office has begun spending funds to support office employees and consulting
contracts for broadband infrastructure and digital equity planning.

Cybersecurity. DolT’s $7 million cybersecurity project, intended to monitor and
address state cybersecurity risks, is conducting monthly vulnerability scanning with
66 identified agencies. In 2022, DolT also initiated a gap analysis to implement a
state security operations center—a key deliverable of the project—by June 2023,
which reduces project risk. The security operations center will provide a centralized
oversight entity to address and remediate state cyber risks. Further, a working
group of LFC is meeting to determine the need for recurring cybersecurity funding
beyond the scope of this certified project. The agency will likely support future
cybersecurity initiatives operationally through a recurring funding source, rather



than through computer systems enhancement funds. Cybersecurity efforts as part
of this certified project are expected to close out in June 2023 but should set the
framework for more operational, widespread security initiatives at DolT.

Medicaid Management and Information System Replacement Project. The
Human Services Department (HSD) has been appropriated $294.5 million so
far—including $30 million in state funding—for its replacement of the existing
Medicaid management system, supported by a potential 90 percent federal
funding participation match. The agency’s most recent federal funding request to
support this and other related projects received federal approvals in January 2022,
resulting in decreased risk. The agency, in coordination with the Children, Youth
and Families Department, continues to submit annual required updates to federal
partners for advanced planning documents. However, both agencies must continue
to meet scheduled milestones and maintain the overall project schedule to ensure
integration with all necessary systems and to avoid additional cost overruns over
time. Prior delays to the project resulted in an expanded timeline, now expected to
be completed in 2026, and HSD has spent just over half of available appropriations
at the end of FY22, or nearly $153 million. So far, the consolidated customer
services center module is operational and is the first federally certified module
of the new MMIS as of May 2022, which allows the agency to receive enhanced
federal matching funds for the Medicaid-related operations of that module
(75 percent). In addition, the agency has successfully implemented third party
liability, recovery, and audit functionality and has piloted electronic document
management system solutions in two child support enforcement offices.

Comprehensive Child Welfare Information System. Because of failures in
the Enterprise Provider Information and Constituent Services (EPICS) project,
CYFD is again attempting to replace its legacy Family Automated Client Tracking
System (FACTS) with a new, federally compliant child welfare information
system. The agency has moved to a competitive procurement strategy in 2022,
improving risk ratings for the project. The project planning documents have also
been approved by federal partners as of January 2022, and CYFD has undergone
additional efforts to verify available federal funding and project costs. The agency
now estimates the project to be completed in 2025 at a cost of $71 million, up from
an initial estimated $36 million, of which $42 million may be state funding. The
agency reports the new estimates more accurately reflect project costs, including
additional staff, hardware and software, and other associated costs not included in
the original budget estimate. However, of previously estimated federal matches of
$12.2 million since FY 19, it was found federal partners have only approved $4.9
million due to past issues with procurements and other issues affecting federal
approval. Further, of the $4.9 million approved, the agency has only drawn down
$930.8 thousand, and the remaining $4 million is set to expire in October 2022. As
such, the agency is requesting new appropriations to support the project for FY24.

Project Status Legend

Project is on track; scope, budget, schedule, and deliverables are being managed
appropriately.

Project has potential risk to scope, cost, schedule, or deliverables; independent
Y verification and validation (IV&V) or LFC staff has identified one or more areas of

concern needing improvement.

Significant issues limit success of the project; high risks to scope, cost, schedule, or
deliverables identified; management attention and corrective action needed.




P25 Digital Public Safety Radio System Upgrade
Project

Overall Status

The Department of Information Technology (DolT) received an additional $26
million in severance tax bond revenue during the 2022 legislative session to
continue the project. The agency continues development at the East Mountain
sites and 21 other site expansion locations. The agency is undergoing design
review for its southwest expansion project, which includes 10 tower sites, three
communications centers, and the Southern New Mexico Correctional facility,
with deployment to follow.
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Budget

Total available funding includes $1.3 million from the equipment replacement
fund and $1.5 million repurposed from another DolT project. DolT has been
appropriated only 38 percent of the total project budget so far, including its most
recent appropriation. Project spending this quarter is $120 thousand less than the
previous quarter due to the agency identifying power poles for the Chilili site
that could be funded by a credit in an existing contract, resulting in the reduced
amount.

Budget Status Overview
(in thousands)

Total Available % of
State Federal . Spent to Date Balance Appropriations
Funding
Spent
$65,164.3 $0.0 $65,164.3 $38,864.6 $26.419.7 595%
Schedule

The five-site and Sandoval project expansions are underway. Segments located at
A Mountain were deployed in April on schedule. The project may also experience
supply chain disruptions, which could cause deployment delays. However, DolT
still expects project closeout in June 2027 and updates deployment plans on an
ongoing basis dependent on interest from communities and available funding.

Risk

The high cost of the project and reliance on capital funding result in a continued
high risk rating. The agency is also proposing two new annual performance
measures to track the percentage of geographic coverage and number of new
subscribers to the digital trunked radio system. This should help with oversight
and transparency on project progress over time.

OVERVIEW
Project Phase Implementation
Start Date 9/27/18
Est. End Date 6/30/24
Revised 6/30/27
Est. Total Cost $150,000.0
Revised $170,000.0

Project Description:

The P25 digital statewide pub-
lic safety radio system upgrade
project will upgrade and replace
public safety radio equipment
and systems with digital mobile
communications for public safe-
ty organizations.



OVERVIEW
Project Phase Implementation
Start Date 11/26/18
Est. End Date 6/30/20
Revised 6/30/23
Est. Total Cost $7,000.0

Project Description:

The enterprise cybersecurity
project will establish a frame-
work and foundation for the
state’s cybersecurity structure,
including identifying tools for
compliance monitoring and cy-
bersecurity management, and
implement an enterprise cyber-
security operations center.

Enterprise Cybersecurity Project

Overall Status

DolT monthly scanning has improved the state’s cybersecurity posture as more
agencies are participating, and the department has identified the remaining
agencies in need of participation and is working to onboard them next quarter. A
sub-group of LFC is meeting to determine the need for recurring cybersecurity
funding beyond the scope of this certified project.
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Budget

DolT received $1 million in operating funds and $20 million for broadband and
cybersecurity purposes during the most recent legislative sessions, of which the
department plans to use $19 million for cyber efforts. This quarter, the agency
reported additional spending of $517 thousand. The agency will likely support
further cybersecurity initiatives operationally through a recurring funding source,
rather than through computer systems enhancement funds.

Budget Status Overview
(in thousands)

Total Available % of
State Federal . Spent to Date Balance Appropriations
Funding
Spent
$7,000.0 $0.0 $6,951.1 $5,570.1 $1,380.9 80.1%
Schedule

Cybersecurity upgrades and management will be an ongoing priority for the
agency, but project-specific activities are expected to close out in June 2023.
DolT initiated a gap analysis to implement a state security operations center, a
key deliverable of the project. The center is expected to be fully executed by June
2023 for DolT and 18 DolT-supported agencies.

Risk

DolT continues monthly vulnerability scanning efforts with 66 agencies, including
over 24 thousand IP addresses. DolT is using the findings from its enterprise risk
assessment, given to state chief information officers, to improve visibility into
the state’s IT systems. These efforts, combined with the gap analysis to support
establishment of a state security operations center and efforts of the LFC working
group to determine recurring funding mechanisms for cybersecurity, has resulted
in decreased project risk.



New Mexico Rural Broadband Project

Overall Status

DolT is supporting efforts for broadband expansion through operational initiatives,
as well as through this $10 million certified project. DolT reports obligating
all funds for the project this quarter. Funds were used to support broadband
connectivity projects for rural areas in Chavez, Sierra, and Lea counties, Cochiti
Pueblo, Edgewood, southeast New Mexico, and the Permian Basin from Carlsbad
to Jal. The funding has also been used to support development of strategic plans,
mapping, printing services, and a help desk.
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Budget

Additional funding appropriated in the 2021 and 2022 legislative sessions will
not be part of the $10 million total budget but will be monitored seperately.
DolT reports spending 60 percent of available funds and reported an additional
obligation of $1.9 million to expand help desk services to additional populations,
including veterans. This service will help expand enrollment in federal broadband
subsidy programs.

Budget Status Overview
(in thousands)

Total Available % of
State Federal F . Spent to Date Balance Appropriations
unding
Spent
$10,000.0 $0.0 $10,000.0 $6,021.1 $3,978.9 60.2%
Schedule

The projectis estimated to complete in 2023, but the department’s role in supporting
broadband will continue beyond the scope of this project as the administrative
support for the Office of Broadband Access and Expansion. As the project has
reported obligating all funds, DolT anticipates closeout of the project on or before
June 2023, which reduces the schedule risk rating as the project moves toward an
on-time closeout.

Risk

DolT reports spending or obligating all remaining funds, but strategic plans and
other reports commissioned using project funds have not resulted in a uniform,
comprehensive strategy for expanding broadband statewide or a five-year
statewide broadband plan as is required for future federal funding opportunities.
However, those efforts should inform larger strategic planning efforts of the
broadband office and the project has been successful in serving rural areas.

OVERVIEW
Project Phase Implementation
Start Date 6/1/19
Est. End Date 6/30/23
Est. Total Cost $10,000.0

Project Description:

The New Mexico rural broad-
band project will maximize
availability of broadband con-
nectivity across the state’s rural
areas.



OVERVIEW
Project Phase Planning
Start Date 7/1/21
Est. End Date Ongoing
Est. Total Cost TBD

Project Description:

The Statewide Broadband Pro-
gram will support the implemen-
tation and expansion of broad-
band statewide, including uses
of funds from the Connect New
Mexico Fund.

Statewide Broadband Program

Overall Status

The Office of Broadband Access and Expansion’s (OBAE) Statewide Broadband
Program is reported seperately from the $10 million certified rural broadband
project. The director of the office has been hired and four positions have been
posted for an assistant director, a compliance manager, a grant manager, and
an operations manager. Once staffed, the office should continue to prioritize
development of both a spending plan and a three- to five-year broadband plan.
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Budget

The office has yet to develop a comprehensive spending plan for administering
its available funding. However, the Connect New Mexico Council is undergoing
rulemaking for distribution of connect New Mexico funds and is launching the
broadband pilot grant program using $123 million in ARPA funds appropriated
to the Department of Information Technology. The office has encumbered $130
thousand to support digital equity planning.

Budget Status Overview
(in thousands)

Total Available % of
State Federal M Spent to Date Balance Appropriations
Funding
Spent
$112,680.6 | $124,566.8 $237,247.4 $0.0 $237,247.4 0.0%

" Program funding includes $100 million to the connect New Mexico fund to be provisioned by the OBAE and
$137.2 million to DolT, including $123 million in federal funds allocated to DolT from federal ARPA funds and $1.5
million in CARES Act funding.

Schedule

OBAE has established a timeline for administering the $123 million pilot grant
program, with the first round of awards expected in late September. The office
has also met deadlines so far for federal grant opportunities, having submitted
the required letters of interest to participate in the federal Broadband Equity,
Access and Deployment (BEAD) grant program and submitted a request for $740
thousand for digital equity planning and $5 million for BEAD planning.

Risk

Delays to establishing the council and staffing the office resulted in delays and
posed risk to securing additional federal funding, but progress is being made to
meet deadlines for federal programs and the office is engaging with stakeholders
to promote coordinated planning to ensure funds are spent most effectively across
the state.



ONGARD Replacement — Royalty Administration and
Revenue Processing System Project

Overall Status

The State Land Office (SLO) team completed system enhancements that allow the
agency to calculate interest rates and identify tresspass royalties for collection.
The agency decided not to continue with accounting functions but did not incur
addditional costs for the proof of concept. SLO has closed out this portion of the
project and is generating the list of requirements for another portion of the project
to focus on renewable energy sources, rather than just oil and gas, to be completed
in a separate certified project.

FY20 FY21 FY22
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Budget

SLO received $50 thousand back for software after deciding not to move forward
with accounting functionalities and incurred no additional costs for the proof of
concept. The agency spent nearly 95 percent of available funding and will revert
around $681 thousand. Additional funds received during the 2022 legislative
session will be used to support the next portion of the project for renewable energy
and accounting functions.

Budget Status Overview
(in thousands)

Total Available % of
State Federal F - Spent to Date Balance Appropriations
unding
Spent
$11,850.0 $11,850.0 $11,249.4 $600.6 94.9%

'Appropriations are from the state lands maintenance fund.

Schedule

The project has been closed as of June 2022, and SLO has initiated the subsequent
lease invoice and accounting project. Percent interest enhancements and trespass
royalty in kind capabilities are working as expected. Despite prior delays, the
additional time allowed the agency to undergo adequate testing and ensure
proper functionality.

Risk

SLO effectively managed project risk despite small delays to the project schedule.
Proof of concept for accounting functions will be further explored in the separate
lease invoice and accounting project. Having implemented intended functions,
the project closed out with a green rating from independent verification and
validation vendor reports.

OVERVIEW
Project Phase  Implementation
Start Date 9/5/18
Est. End Date 6/30/20
Revised 4/05/22
Est. Total Cost $10,000.0
Revised $11,850.0

Project Description:

The Royalty Administration
and Revenue Processing Sys-
tem (RAPS) project is intended
to replace the existing Oil and
Natural Gas Administration and
Revenue Database system with
a new, modern solution, includ-
ing royalty, oil and gas, and
related accounting functions.
Replacement will be delivered
in two separate systems: RAPS
and the Taxation and Revenue
Department’s severance tax
system.



OVERVIEW
Project Phase Implementation
Start Date 12/18/13
Est. End Date 6/30/19
Revised 3/31/25
Est. Total Cost $65,581.9
Revised $70,838.6

Project Description:

The child support enforcement
system (CSES) Replacement
project will replace the more
than 20-year-old child support
enforcement system with a flex-
ible, user-friendly solution to en-
hance the department’s ability
to comply with and meet federal

performance measures.

Child Support Enforcement System Replacement
Project

Overall Status

The Human Services Department (HSD) completed phase one of the project,
which included improvements to the system design (refactoring) and an upgrade
of the old child support enforcement system to a new, modern cloud platform
(refactoring). The agency continues to monitor schedule risks, which pose the
biggest risk to the project primarily relating to integration with HSD’s other IT
project, MMISR, and are seeking federal approvals of planning documents.

FY20 FY21 FY22
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Budget L U ¥

Schedule ¥ ¥ ¥
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Overall Rating

Budget

HSD was appropriated roughly $4.9 million in state funding to support the project
during the 2022 legislative session, with an associated federal match of roughly
$9.5 million. HSD has been appropriated almost half of the total project cost,
including the most recent project appropriation. The agency reports spending an
additional $2 million in the last quarter.

Budget Status Overview
(in thousands)

Total Available % of
State Federal . Spent to Date Balance Appropriations
Funding
Spent
$10,018.6 | $22,848.0 $32,866.6 $12,586.6 $20,280.0 38.3%
Schedule

Although two months later than initially expected due to testing issues, the agency
successfully went live with the system refactor and HSD completed the system
rollout to 14 field offices. Pending federal approvals have caused prior delays to
project implementation at the agency, and the project should be monitored and
meetings with federal partners should continue to prevent any potential delays.

Risk

The agency submitted planning documents to the federal Office of Child Support
Enforcement for approval. Integration with MMIS is still planned for 2024, posing
risk because delays or changes to one project may cause changes to the other.



Medicaid Management Information System
Replacement Project

Overall Status

Schedule risks remain high for the Human Services Department’s (HSD)
Medicaid management information system replacement (MMISR) project after
several delays, and HSD faces risks inherent with multi-agency projects. The
consolidated customer services center module is federally certified as of May
2022, which allows the agency to receive enhanced federal matching funds for
the Medicaid-related operations of that module (75 percent), and HSD submitted
for approval of the financial services module, expected to start in August 2022.
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Budget

HSD received final approval from the federal partners for all project aspects,
resulting in a reduced risk and budget status. The agency was appropriated an
additional $8.4 million in state funding during the 2022 legislative session, with
an associated federal match of roughly $68 million. HSD was approved by the
project certification committee for a $1.4 million cost increase due to contract

negotiations.

Budget Status Overview
(in thousands)

Total Available % of
State Federal . Spent to Date Balance Appropriations
Funding
Spent
$30,331.7 | $264,215.6 $294,547.2 $152,743.0 $141,804.2 51.9%

Schedule

The agency continues to submit annual required updates to federal partners
for advanced planning documents alongside the Children, Youth and Families
Department. While it will not require an additional cost, the agency is moving
back its release of the Yes NM portal to March to accommodate translation
services required via the Hatten-Gonzales lawsuit, requiring the agency to provide
information in several languages.

Risk

All aspects of the advanced planning document have been approved by the federal
partners, resulting in decreased risk. However, the agency must continue to meet
scheduled milestones and maintain the overall project schedule to ensure integration
with all necessary systems and to avoid additional cost overruns over time.

OVERVIEW
Project Phase Implementation
Start Date 12/18/13
Est. End Date 12/30/21
Revised 8/31/26
Est. Total Cost $221,167.8
Revised $346,319.8

Project Description:

The Medicaid management
system replacement project
will replace the current Medic-
aid management information
system (MMIS) and supporting
applications, including the Med-
icaid information technology ar-
chitecture, to align with federal
Centers for Medicare and Med-
icaid Services (CMS) require-
ments.



OVERVIEW
Project Phase Implementation
Start Date 9/1/17
Est. End Date 10/31/22
Revised 6/31/25
Est. Total Cost $36,000.0
Revised $71,068.0

Project Description:

The comprehensive child wel-
fare information system (CC-
WIS) replacement project wiill
replace the legacy Family Auto-
mated Client Tracking System
(FACTS) with a modular, inte-
grated system to meet the fed-
eral Administration on Children
and Families (ACF) require-
ments.

Comprehensive Child Welfare Information System
Replacement Project

Overall Status

Improvements to leadership, vision, and the change to a competitive procurement
strategy last quarter resulted in an overall improved risk status for the Children,
Youth and Families Department’s (CYFD) comprehensive child welfare
information system (CCWIS) replacement project. However, the agency is still
anticipating project budget increases and an expanded timeline through FY25.
The agency released its request for proposals at the end of June, with proposals
due by late September.
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Budget

CYFD produced a new project budget ($71 million) to include staff, hardware,
and other costs not included in prior budget estimates. CYFD did not receive
funding for FY23 but was reauthorized for use of a $7 million prior appropriation.
Federal funding expected for FY19 ($500 thousand), FY20 ($332.6 thousand),
and FY21 ($6.4 million) will not be received due to past issues with procurements
and other issues affecting federal approval. The agency verified approval of $4.9
million from federal partners for FY22 but has reported using only $930 thousand.

Budget Status Overview
(in thousands)

Total Available % of
State Federal* . Spent to Date Balance Appropriations
Funding
Spent
$16,524.2 $930.8 $17,455.0 $8,842.8 $8,612.2 50.6%

* An estimated $17.1 million in federal funding for FY22 was reduced to $4.9 million upon approval of planning
documents

Schedule

The project certification committee previously approved an 18-month schedule
extension for the project due to previous project delays and the shift to a
competitive procurement strategy. The delay is intended to accommodate the time
needed to complete a request for proposals, released at the end of June 2022, and
a longer proposed implementation timeframe of 24 months.

Risk

The agency continues to submit its annual updates to the federal partners on
the project advanced planning document with the Human Services Department.
The largest risk is the project schedule as the agency changes its strategy for
implementation, but budget risks should also be monitored to prevent scope creep
and related cost increases.



Offender Management System Replacement Project

Overall Status

The Corrections Department (NMCD) continued to perform system patches and
prioritize fixing critical bugs for the offender management system replacement
project. The project schedule should be monitored for future delays but the overall
direction of the project remains positive. Training that will take place over an
estimated six-months should improve system roll out amongst staff and other
users despite small delays.

FY20 FY21 FY22
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Budget

The project is fully funded and NMCD did not receive additional funding in the
2022 legislative session. However, the total project budget includes $1.4 million
contributed from business areas and the agency operating budget. NMCD has
spent nearly all available funding and is anticipating reversions of only around
$10 thousand.

Budget Status Overview
(in thousands)

Total Available % of
State Federal N Spent to Date Balance Appropriations
Funding
Spent
$14,230.2 $15,702.7 $15,687.9 $14.8. 99.9%

Amount includes $1.4 million contributed from business areas and the agency operating budget.

Schedule

The agency is undergoing staff training for the next six months, with production use
at the department expected to start in late 2022 and closeout to follow. However,
all deliverables from the initial request for proposals have been completed as
of June 30, 2022. Delays to accommodate training should help ensure proper
functionality, and the agency is finalizing training modules for adult prisons and
probation and parole divisions.

Risk

Though the agency is experiencing some delays to releasing the final system
due to patches and timing of tests, the system should meet full functionality on
closeout. Independent verification and validation reports continue to trend green,
showing manageable risks as the agency moves toward closeout of the project.

OVERVIEW
Project Phase Implementation
Start Date 5/1/15
Est. End Date 6/30/19
Revised 6/30/22
Est. Total Cost $14,230.0

Project Description:

The offender management sys-
tem replacement project will
replace the legacy client server
offender management system
with a commercial-off-the-shelf
(COTS), web-based solution.
The COTS solution has 17
modules associated with agen-
cy requirements.



OVERVIEW
Project Phase Implementation
Start Date 5/10/16
Est. End Date 6/30/21
Revised 3/1/23
Est. Total Cost $7,3813

Project Description:

The records management sys-
tem (RMS) project will replace
various nonpayer record stor-
age with an integrated records
management system to provide
law enforcement and other pub-
lic safety agencies with a single
repository of data available to
support day-to-day operations,
reporting, and records and data
analysis.

Records Management System Project

Overall Status

The Department of Public Safety (DPS) continues to make progress on the records
management system (RMS) and computer-aided dispatch (CAD) projects, arelated
DPS project. A two-month delay was expected, but the schedule was moved back
to March 2023 due to adequate progress being made on system configurations,
geographic information system enhancements, and system interfaces this quarter.
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Budget

The agency did not receive additional funds from the 2022 legislative session
but did receive a reauthorization of a nearly $5.5 million prior appropriation. As
the project is estimated to complete in March 2023, the agency is not requesting
additional funding for FY24 and the project is currently on budget.

Budget Status Overview
(in thousands)

Total Available % of
State Federal - Spent to Date Balance Appropriations
Funding
Spent
$7,381.3 $7,381.3 $2,787.6 $4,593.7 37.7%
Schedule

The project schedule includes accommodations for the computer-aided dispatch
project. DPS reported contracting with a different vendor for migration because the
prior vendor, Mark43, no longer offers migration support. Although the executive
steering committee and the vendor shifted the schedule back to an earlier March
2023 closeout, the agency may still experience a two- to three- month delay to
migrate and test the data.

Risk

Risks associated with accommodating two IT projects simultaneously are being
managed via combined weekly meetings with both project core teams. The
agency continues training and work on interfaces. The agency also reports
around 50 percent of required circuits have been updated at the Department of
Information Technology data center. Progress should be monitored to prevent
additional delays.



Computer-Aided Dispatch Project

Overall Status

DPS plans to go live with the computer-aided dispatch (CAD) and record
management system (RMS) projects simultaneously. The project schedule was
moved back to March 2023 due to adequate progress being made on system
configurations, geographic information system (GIS) enhancements, and system
interfaces this quarter; however, additional data migration activities and vendor
changes may result in a two- to three-month delay as previously expected.

FY20 FY21 FY22
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Budget

The project is currently within budget, with full funding currently certified by the
project certification committee. DPS did not request additional funding for the
project in FY24 because the project is expected to complete sometime in FY23.

Budget Status Overview
(in thousands)

Total Available % of
State Federal . Spent to Date Balance Appropriations
Funding
Spent
$3,000.0 $3,000.0 $787.3 $2,212.7 26.2%

Schedule

The project schedule includes accommodations for the record management system
project. Although the executive steering committee and the vendor previously
thought configurations and GIS enhancements should allow for adequate time for
migration with an earlier March 2023 closeout, the agency may still experience a
two- to three- month delay to migrate and test the data. Production of the system
occurred in October 2022.

Risk

Risks associated with accommodating two IT projects simultaneously are being
managed via combined weekly meetings with both project core teams. The
agency reports network installations have been completed and have moved to a
managed service contract. The agency continues training and work on interfaces
and received a preview of the GIS data at the end of June, with some geolocation
functions still to be completed.

OVERVIEW
Project Phase Implementation
Start Date 9/23/20
Est. End Date 12/21/21
Revised 3/1/23
Est. Total Cost $3,000.0

Project Description:

The computer aided dispatch
(CAD) project will implement a
new dispatch system because
the current system is no longer
supported. The new system is
used to dispatch 911 calls, map
call locations, provide auto-
matic vehicle location, and pro-
vide National Crime Information
Center access.



OVERVIEW
Project Phase Implementation
Start Date 8/27/20
Est. End Date 6/30/24
Est. Total Cost $11,030.0
Revised $9,930.0

Project Description:

The New Mexico longitudinal
data system project will com-
prehensively aggregate and
match New Mexico’s educa-
tion and workforce data into a
single cloud data platform. Part-
ner agencies include the Early
Childhood Education and Care
Department, the Public Educa-
tion Department, the Depart-
ment of Workforce Solutions,
and the Division of Vocational
Rehabilitation

New Mexico Longitudinal Data System Project

Overall Status

The Higher Education Department (HED) project entered the implementation
phase early June 2022. The partner agencies have been bringing on vendors to
the project and attending vendor-led kick-off and technical workshops through
this quarter. The Division of Vocational Rehabilitation (DVR) has become a data
partner for the project, and the agencies will begin taking in data incrementally
starting in October 2022, though public access is not expected until June 2023.
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Budget

The project received $3.3 million during the 2022 legislative session, with an
associated $1 million federal contribution. HED entered into a memorandum
of understanding with the Early Childhood Education and Care Department
regulating $500 thousand of federal Coronavirus Response and Relief
Supplemental Appropriations Act funds transferred to the project and will receive
congressionally directed funds for an additional $2 million. The agency is also
requesting $3 million in a separate congressional request and was approved for
a $559 thousand grant from the Gates Foundation that has not yet been released.

Budget Status Overview
(in thousands)

Total Available % of
State Federal A Spent to Date Balance Appropriations
Funding
Spent
$3,954.3 $3,500.0 $7,454.3 $453.4 $4,989.6 8.4%

"Amount includes $5.6 thousand from DWS and $23.7 thousand from HED. Federal amount includes $500
thousand from ECECD.

Schedule

The agency is seeking additional federal funds and external grant funds, but
a misalignment in the timing of federal award determinations and the state
appropriations cycle could pose difficulties in determining the extent of budgetary
need in future years; pending federal award determinations could pose risk to the
schedule for this reason.

Risk

HED has contracted with independent verification and validation vendor for the
project, a best-practice oversight that reduces project risk. HED is also expecting
the assistance of a Harvard data fellow who will be extensively trained in the
system needs for the project, in addition to existing internal staff.



Permitting and Inspection Software Modernization
Project

Overall Status

The Regulation and Licensing Department (RLD) is underway with the Boards
and Commissions Division (BCD) phase and is planning for the next set of six
boards. However, the agency notes a potential for delays due to system integrator
changes, with a new vendor brought on in May 2022, and critical bug issues that
are currently outside the scope for this phase.
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Budget

The project remains within budget of total appropriated funds and within budget
for the current phase. The agency did not receive additional funding for FY23.
The agency expects the project to close out at a total cost of around $6.6 million,
which is under budget from initial estimates.

Budget Status Overview
(in thousands)

Total Available % of
State Federal F . Spent to Date Balance Appropriations
unding
Spent
$7,297.0 $7,297.0 $3,697.2 $3,599.8 50.7%
Schedule

The first six boards have moved to production. However, the agency entered into
a new vendor contract in May 2022, causing some delay to implementing the
final boards, expected by September 2023. RLD is undergoing discovery and
development for the next six boards, including those for private investigators,
physical therapists, message therapists, occupational therapists, dentists, and
pharmacists. However, progress on identifying system requirements for these
boards is slower than expected.

Risk

RLD has deployed the counseling and therapy, accountancy, psychology and
social work, and real estate boards or commissions as of January 2022. RLD
provided an update to the project certification committee in April 2022. RLD has
entered into contract with an external help desk for one year to assist with the
increase in issue tickets resulting from project vendor changes.

OVERVIEW
Project Phase Implementation
Start Date 5/23/18
Est. End Date 9/30/23
Est. Total Cost $7,297.0

Project Description:

The Permitting and Inspection
Software Modernization project
will modernize and replace the
agency’s existing legacy per-
mitting and inspection software,
Accela.
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Table 1: General Fund Agency Recommendation Summary

MoA O HB2 - FY24 General Fund Appropriations Summary by Agency
CIRABATTTEE (In thousands)
FY23 General FY24 Total | yo4 Total General| FY24 General FY24LFCRec | byyy 1 FC Rec
AGENCY] Fund Adj. OpBud General Fund Fund Growth Fund Increase % FY24 LFC Rec Over/(Under) Increase %
3 Request FY22 OpBud

1 1

2|FEED BILL: 2

3] 11100 Legislative Council Service $ 777191 $ 8,548.8 1 $ 776.9 10.0%| $ 8,548.81% 776.9 10.0%|3

4 11200 Legislative Finance Committee $ 5,089.4 | $ 544391 $ 354.5 7.0%| $ 5598.31% 508.9 10.0%|4

5] 11400 Senate Chief Clerk $ 1,97391]$ 2,486.5]$ 512.6 26.0%| $ 2,486.5]% 512.6 26.0%|5

6] 11500 House Chief Clerk $ 1,901.3]$ 2,4089 ] $ 507.6 26.7%| $ 2,4089 1% 507.6 26.7%|6

71 11700 Legislative Education Study Committee $ 1,625.4 | $ 1,725.0 | $ 199.6 13.1%| $ 1,725.01 $ 199.6 13.1%|7

8] 11900 Legislative Building Services $ - $ - $ - 13 - $ - -8

9] 13100 Legislature $ 21030($ 31853 (% 1,082.3 51.5%| $ 31853 $ 1,082.3 51.5%|°

10f 10
1|LEGISLATIVE: $ 20,3649 | $ 23,7984 | $ 3,433.5 17%| $ 23,9528 ] $ 3,587.9 17.6%|11
12} 12
13]GENERAL APPROPRIATIONS ACT: |13
14] 11100 Legislative Council Service $ - s - s - 13 - |8 - 14
15| 11100 Energy Council Dues $ - $ - $ - 18 - $ - |15
16| 11200 Legislative Finance Committee $ - $ - $ - 18 - $ - -J16
17| 11400 Senate Chief Clerk $ - $ - $ - 1% - $ - -7
18] 11500 House Chief Clerk $ - |3 - |s - 138 - |8 - 18
19| 11700 Legislative Education Study Committee $ - $ - $ - 18 - $ - 1o
20] 11900 Legislative Building Services $ 4,7335] $ 5,064.3|$ 330.8 .0%| $ 5,064.3 | $ 330.8 .0%}20
21| 13100 Legislature $ E - |8 - 18 N ki - k
22) 22
23)LEGISLATIVE: $ 4,733.5| $ 5,064.3 | $ 330.8 7.0%] $ 5,064.3 | $ 330.8 7.0%]23
24 24
251 20800 New Mexico Compilation Commission $ 5209($ 5299 % - 0.0%] $ 42991% (100.0)) -18.9%25
26] 21000 Judicial Standards Commission $ 97941 $ 1,061.0] $ 81.6 8.3%| $ 9919 | $ 12.5 1.3%]26
271 21500 Court of Appeals $ 7,515.3] % 81215($% 606.2 8.1%| $ 7,901.1]$ 385.8 5.1%|27
28] 21600 Supreme Court $ 741821 $ 7613.2]$ 195.0 2.6%| $ 76132]% 195.0 2.6%]|28
29] 21800 Administrative Office of the Courts $ 41,7124 8 44,1305( $ 2,418.1 5.8%| $ 41,266.8 | $ (445.6)) -1.1%|29
30] 21900 Supreme Court Building Commission $ - 13 - $ - -3 - $ - -[0
31 23100 First Judicial District Court $ 11,905.5| $ 12,3437 | $ 438.2 3.7%| $ 12,4260 $ 520.5 4.4%|31
32] 23200 Second Judicial District Court $ 29,4638 $ 31,2155 $ 1,751.7 5.9%| $ 31,3148 $ 1,851.0 6.3%|32
33] 23300 Third Judicial District Court $ 11,309.0| $ 12,3403 | $ 1,031.3 9.1%| $ 12,639.0] $ 1,330.0 11.8%|33
34] 23400 Fourth Judicial District Court $ 4,398.4|$ 4,839.2|$ 440.8 10.0%| $ 5071.3]1% 672.9 15.3%]34
35] 23500 Fifth Judicial District Court $ 12,052.7 | $ 12,528.3 | $ 475.6 3.9%| $ 12,6949] % 642.2 5.3%|35
36] 23600 Sixth Judicial District Court $ 6,105.4 | $ 6,618.7 | $ 513.3 8.4%| $ 6,869.7 | $ 764.3 12.5%}36
371 23700 Seventh Judicial District Court $ 4,4486| $ 4,790.8 | $ 342.2 7.7%| $ 46783|$% 229.7 5.2%|37
38] 23800 Eighth Judicial District Court $ 5376.3] $ 593791]$ 561.6 10.4%] $ 587051 % 494.2 9.2%|38
39] 23900 Ninth Judicial District Court $ 5723.3]$% 62346 | $ 511.3 8.9%| $ 6,206.7 | $ 483.4 8.4%|39
40l 24000 Tenth Judicial District Court $ 2,015.3] $ 2,1824 1 $ 167.1 8.3%| $ 217261 % 157.3 7.8%|40
41] 24100 Eleventh Judicial District Court $ 12,180.2| $ 13,1931 $ 1,012.9 8.3%| $ 13,2784 | $ 1,098.2 9.0%|41
42] 24200 Twelfth Judicial District Court $ 58151 $ 6,309.4 | $ 4943 8.5%| $ 6,356.11$ 541.0 9.3%|42
43] 24300 Thirteenth Judicial District Court $ 12,261.7| $ 13,633.0 | § 1,371.3 11.2%| $ 13,706.3 | $ 1,444.6 11.8%}43
44] 24400 Bernalillo County Metropolitan Court $ 27,4767 $ 28,4464 | $ 969.7 3.5%| $ 28,8270 $ 1,350.3 4.9%)44
4s] 25100 First Judicial District Attorney $ 7,319.8] 81983 $ 878.5 12.0%] $ 8,095.5| % 775.7 10.6%}45
46] 25200 Second Judicial District Attorney $ 27,510.7| $ 27,8255]1 % 314.8 1.1%] $ 28,302.2 | $ 791.5 2.9%|46
471 25300 Third Judicial District Attorney $ 6,000.6 | $ 6,702.3 | $ 701.7 11.7%] $ 6,446.2 | $ 445.6 7.4%|47
48] 25400 Fourth Judicial District Attorney $ 4,016.3| $ 44578 $ 4415 11.0%] $ 43112]1% 294.9 7.3%})48
49l 25500 Fifth Judicial District Attorney $ 7,0036] $ 6,881.8 | $ (121.8)) -1.7%| $ 6,981.2|$ (22.4) -0.3%|J49
50] 25600 Sixth Judicial District Attorney $ 3,751.1] $ 3,759.9 ] $ 8.8 0.2%| $ 3,83381]% 82.7 2.2%|50
51| 25700 Seventh Judicial District Attorney $ 3,2413]$ 342791 $ 186.6 5.8%| $ 3,4989|$% 257.6 7.9%|51
52] 25800 Eighth Judicial District Attorney $ 3,603.4]$ 3,956.8 | $ 353.4 9.8%]| $ 4,0305]% 4271 11.9%|52
53] 25900 Ninth Judicial District Attorney $ 4,073.1| $ 4,095.8 | $ 227 0.6%]| $ 4,149.7 1 $ 76.6 1.9%]|53
54 26000 Tenth Judicial District Attorney $ 1,7919]$ 1,941.2|$ 149.3 8.3%| $ 1,9854 1% 193.5 10.8%|54
551 26100 Eleventh Judicial District Attorney, Div | $ 6,025.0] $ 6,936.6 | $ 911.6 15.1%]| $ 6,3438 | $ 318.8 5.3%]55
s6] 26200 Twelfth Judicial District Attorney $ 4,253.6|$ 5204.3[$% 950.7 22.4%| $ 4562.1 % 308.5 7.3%|56
57 26300 Thirteenth Judicial District Attorney $ 7,033.0] $ 8,229.7 | $ 1,196.7 17.0%| $ 7,93821% 905.2 12.9%|57
58] 26400 Administrative Office of the District Attorneys $ 2,80221$% 3,635.31 % 743.1 25.7%| $ 319551 % 303.3 10.5%|58
59| 26500 Eleventh Judicial District Attorney, Division Il $ 3,1925] $ 3,49491% 302.4 9.5%| $ 3,193.21$% 0.7 0.0%|59
60] 28000 New Mexico Public Defender Department $ 63,1474 $ 76,3265 | $ 13,179.1 20.9%| $ 67,509.4 | $ 4,362.0 6.9%|60
61 61
62]JUDICIAL: $ 363,542.7 | $ 397,144.0 | $ 33,601.3 9.2%| $ 384,691.3 | § 21,148.6 5.8%]62
63 63
64] 30500 Attorney General $ 15,1485 | $ 52,5729 $ 37,424.4 247.1%| $ 15,9715 % 823.0 5.4%|64
65] 30800 State Auditor $ 3,704.7 | $ 4,015.7 | $ 311.0 8.4%| $ 3,897.7| $ 193.0 5.2%|65
66| 33300 Taxation and Revenue Department $ 72,6647 % 75,7047 1 $ 3,040.0 4.2%] $ 75,7047 1 $ 3,040.0 4.2%|66
67] 33700 State Investment Council $ - |8 - |8 - 1% - s - -f67
e8] 34000 Administrative Hearings Office $ 1,963.3 | $ 23106 | $ 347.3 17.7%| $ 2,0418]$% 78.5 4.0%|e8
69] 34100 Department of Finance and Administration $ 20,1889 $ 36,5135 $ 16,324.6 80.9%| $ 21,5638 $ 1,374.9 6.8%|69
70] 34200 Public School Insurance Authority $ - $ - $ - 18 - $ - -
71| 34300 Retiree Health Care Authority $ - $ - $ - 13 - $ - -1
72] 34400 DFA Special Appropriations $ 8,366.6 | $ 8,761.7 | $ 395.1 4.7%] $ 8,426.6 % 60.0 0.7%|72
73] 35000 General Services Department $ 18,700.6 | $ 23,8168 | $ 5,116.2 27.4%| $ 19,4486 | $ 748.0 4.0%|73
74| 35200 Educational Retirement Board $ - s - |8 - 1% - s - |74
75| 35400 New Mexico Sentencing Commission $ 1,3886 | $ 3,3886 | $ 2,000.0 144.0%| $ 1,4386]$ 50.0 3.6%|75
76] 35600 Governor $ 543401 $ 54942 1% 60.2 1.1%| $ 549421% 60.2 1.1%]|76
771 36000 Lieutenant Governor $ 61541 639.11$ 237 3.9%| $ 639.11$ 237 3.9%|77
7¢] 36100 Department of Information Technology $ 2,466.8 | $ 7,966.8 | $ 5,500.0 223.0%| $ 7,966.8 | $ 5,500.0 223.0%|78
79| 36600 Public Employees Retirement Association $ 5281$% 585]% 57 10.8%]| $ 528|$% - 0.0%}79
8] 36900 State Commission of Public Records $ 2,768.5| $ 2,827.41% 58.9 2.1%| $ 2,991.9|% 223.4 8.1%|80
81 37000 Secretary of State $ 14,504.8 | $ 19,1989 | $ 4,694.1 32.4%| $ 15,302.7 | $ 797.9 5.5%|81
82] 37800 Personnel Board $ 4,109.7 | $ 41176 | $ 7.9 0.2%] $ 41176 | $ 7.9 0.2%|82
83] 37900 Public Employee Labor Relations Board $ 2675]$% 306.7 | $ 39.2 14.7%| $ 2764 | $ 8.9 3.3%|83
84] 39400 State Treasurer $ 419738 49500 | $ 752.7 17.9%| $ 42973 % 100.0 2.4%]|84
85 85
85| GENERAL CONTROL $ 176,542.7 | $ 252,643.7 | $ 76,101.0 43.1%] $ 189,632.1 | $ 13,089.4 7.4%|86
87] 87
s8] 40400 Board of Examiners for Architects $ - s - |8 - 1 - s - -8
89] 41000 Ethics Commission $ 1,236.3| $ 1,460.2 | $ 223.9 18.1%] $ 1,420.71$ 184.4 14.9%|89




General Fund Agency Recommendation Summa

M oA O HB2 - FY24 General Fund Appropriations Summary by Agency
CIRAMITTEE (In thousands)
AGENCY| _ FY23 General G::::J::;' 4 |FraaTotai Generall Fv2a General | L o0 Lo 'ggﬂ'('lj: d::“ FY24 LFC Rec
Fund Adj. OpBud Fund Growth Fund Increase % Increase %
Request FY22 OpBud

90] 41700 Border Authority $ 46891 % 4689 | $ - 0.0%| $ 4689 | $ - 0.0%|%0

91] 41800 Tourism Department $ 20,0134]1% 28,2915]% 8,278.1 41.4%| $ 21,956.3 | $ 1,942.9 9.7%]|91

92] 41900 Economic Development Department $ 17,5452 | $ 2712271 $ 9,577.5 54.6%| $ 18,711.7 | $ 1,166.5 6.6%|92

93] 42000 Regulation and Licensing Department $ 16,646.7 | $ 17,406.7 | $ 760.0 4.6%| $ 18,057.5 | $ 1,410.8 8.5%][93

94 43000 Public Regulation Commission $ 11,100.0 | $ 12,2083 | $ 1,108.3 10.0%| $ 11,7803 | $ 680.3 6.1%|94

95] 44000 Office Superintendent of Insurance $ - $ - $ - -8 - $ - -|os

96| 44600 Medical Board $ - |8 - |8 - 18 - |8 - -|os

97| 44900 Board of Nursing $ - $ - $ - -8 - $ - -lo7

98] 46000 New Mexico State Fair $ 200.0|$ 200.0|$ - 0.0%| $ 375.0| $ 175.0 87.5%|98

99| 46400 State Brd of Lic for Engin & Land Surveyors $ - $ - $ - -8 - $ - -|o¢

100} 46500 Gaming Control Board $ 6,1059|$ 6,899.2 | $ 793.3 13.0%| $ 64112 $ 305.3 5.0%][100
101] 46900 State Racing Commission $ 2,590.9 | $ 2,813.4|$ 222.5 8.6%| $ 2,669.0 | $ 78.1 3.0%]101
102} 47900 Board of Veterinary Medicine $ - $ - $ - -8 - $ - -|102
103] 49000 Cumbres and Toltec Scenic Railroad Comm $ 362.8|$ 362.8|$ - 0.0%| $ 362.8 | $ - 0.0%|103
104] 49100 Office of Military Base Planning and Support $ 296.2| % 296.2| % - 0.0%]| $ 296.2|$ - 0.0%]104
105] 49500 Spaceport Authority $ 3,87841% 4,0984 % 220.0 57%| $ 4,0884 % 210.0 5.4%|105
10g] 106
107 COMMERCE & INDUSTRY $ 80,444.7 | $ 101,628.3 | § 21,183.6 26%| $ 86,598.0 | $ 6,153.3 7.6%]107
109 108
109] 50500 Cultural Affairs Department $ 37,9678 | $ 41,0594 | $ 3,091.6 8.1%| $ 39,0930 $ 1,125.2 3.0%|109
110] 50800 New Mexico Livestock Board $ 3,587.5|$ 5218.2| $ 1,630.7 45.5%| $ 43918 | $ 804.3 22.4%|110
111] 51600 Department of Game and Fish $ - $ - $ - 1% - $ - -1
112} 52100 Energy, Minerals and Natural Resources Depart. $ 29,3585 $ 40,179.7 | $ 10,821.2 36.9%| $ 32,3529 % 2,994.4 10.2%|112
113] 52200 Youth Conservation Corps $ - $ - $ - 1% - $ - 113
114) 53800 Intertribal Ceremonial Office $ 328.1|$ - $ (328.1) -100.0%| $ 3281 |$ - 0.0%|114
115] 53900 Commissioner of Public Lands $ - $ - $ - LB - $ - |15
116) 55000 State Engineer $ 26,959.7 | $ 30,209.7 | $ 3,250.0 12.1%| $ 28,7447 | $ 1,785.0 6.6%|116
117] 17
118JAGRICULTURE, ENERGY, & NATURAL RESOURCES: $ 98,201.6 | $ 116,667.0 | $ 18,465.4 18.8%| $ 104,910.5 | $ 6,708.9 6.8%]|118
119) 119

60100 Commission on the Status of Women $ - $ 850.0|$ 850.0 -8 29501 $ 295.0 -

120] 60300 Office of African American Affairs $ 1,041.31$ 1,041.31$ - 0.0%| $ 1,0413]$ - 0.0%]120
121] 60400 Comm for Deaf and Hard-of-Hearing Persons $ 1,286.2 | $ 1,831.31$ 545.1 42.4%| $ 1,326.2| $ 40.0 3.1%|121
122} 60500 Martin Luther King, Jr. Commission $ 339.7| % 6304 | $ 290.7 85.6%| $ 356.7 | $ 17.0 5.0%]122
123] 60600 Commission for the Blind $ 2,43591% 2,43591% - 0.0%| $ 243591 % - 0.0%]123
124] 60900 Indian Affairs Department $ 4,2625]$ 4,4625]$% 200.0 4.7%| $ 4,3625] % 100.0 2.3%][124
125 61100 Early Childhood Education and Care Department $ 19561241 $ 205,963.7 | $ 10,351.3 5.3%| $ 3356124 | $ 140,000.0 71.6%|125
126] 62400 Aging and Long-Term Services Department $ 52,631.0| $ 78,9553 | $ 26,324.3 50.0%| $ 58,4910 $ 5,860.0 11.1%|126
127 63000 Human Services Department $ 1,347,5184 | $ 1,600,125.3 | $ 252,606.9 18.7%| $ 1,616,538.0 | $ 269,019.6 20.0%|127
128) 63100 Workforce Solutions Department $ 10,4821 | $ 14,408.8 | $ 3,926.7 37.5%| $ 10,849.0 | $ 366.9 3.5%|128
129] 63200 Workers' Compensation Administration $ - $ - $ - -1$ - $ - -|120
130} 64400 Division of Vocational Rehabilitation $ 6,467.7 1% 6,608.21% 140.5 22%| $ 6,608.2 ] $ 140.5 2.2%|130
1311 64500 Governor's Commission on Disability $ 143951 % 1,573.41% 133.9 9.3%| $ 1,459.7 | $ 20.2 1.4%|131
132] 64700 Developmental Disabilities Planning Council $ 7.64121% 9,530.2 1 $ 1,889.0 24.7%| $ 8,0120]$ 370.8 4.9%|132
133] 66200 Miners' Hospital of New Mexico $ 152 $ - $ (15.2) -100.0%| $ - $ (15.2) -100.0%|133
134] 66500 Department of Health $ 353,222.31 % 391,500.2 | $ 38,277.9 10.8%| $ 379,016.8 | $ 25,794.5 7.3%]|134
135] 66700 Department of Environment $ 20,2795| $ 23,6788 | $ 3,399.3 16.8%| $ 22,3092 | $ 2,029.7 10.0%]135
136] 66800 Office of the Natural Resources Trustee $ 665.3 | $ 665.3 | $ - 0.0%| $ 665.3 | $ - 0.0%|136
137] 67000 Veterans' Services Department $ 6,150.1 1 $ 757791% 1,427.8 23.2%| $ 6,421.3]$ 271.2 4.4%]|137
13] 68000 Office of Family Representation and Advocacy $ - $ 13,589.0 | $ 13,589.0 -8 6,530.0 | $ 6,530.0 -|138
139] 69000 Children, Youth and Families Department $ 239,901.7 1% 273,674.21% 33,772.5 14.1%| $ 247,302.2 | $ 7,400.5 3.1%]|139
140) 140
141|HEALTH, HOSPITALS, & HUMAN SERVICES: $ 2,251,392.0 | $ 2,638,251.7 | $ 386,859.7 17.2%| $ 2,709,337.7 | $ 457,945.7 20.3%]141
142) 142
143] 70500 Department of Military Affairs $ 78443 % 10,277.5| $ 2,433.2 31.0%| $ 88722 (% 1,027.9 13.1%|143
144 76000 Parole Board $ 641.0| $ 7251 | $ 84.1 13.1%| $ 7251 | $ 84.1 13.1%]|144
145] 76500 Juvenile Parole Board $ 76]1$% 76]1$% - 0.0%| $ 76|8% - 0.0%|145
146 77000 Corrections Department $ 335,400.7 | $ 337,615.1| $ 2,214.4 0.7%| $ 340,7286 | $ 5,327.9 1.6%|146
1471 78000 Crime Victims Reparation Commission $ 9,881.6 | $ 12,8816 | $ 3,000.0 30.4%| $ 11,0723 | $ 1,190.7 12.0%|147
148] 79000 Department of Public Safety $ 150,160.7 | $ 163,146.5] $ 12,985.8 8.6%| $ 159,2453 | $ 9,084.6 6.0%|148
149] 79500 Homeland Security and Emergency Mgmt $ 3,44491% 34449153 - 0.0%| $ 3,44491$% - 0.0%]|149
150) 150
151]PUBLIC SAFETY: $ 507,380.8 | § 528,098.3 | § 20,717.5 4.1%] $ 524,096.0 | $ 16,715.2 3.3%]151
152 152
153] 80500 Department of Transportation $ - $ - $ - -8 - $ - -|153
154) 154
155l TRANSPORTATION: $ - $ - $ - -$ - $ - -|155
156 156
157] 92400 Public Education Department $ 20,869.0 | $ 243440 % 3,475.0 16.7%| $ 22,5890 | $ 1,720.0 8.2%|157
158 92500 Public Education Dept.-Special Approps $ 37,7100 $ 46,446.6 | $ 8,736.6 23.2%| $ 34,5966 | $ (3,113.4) -8.3%]|158
159] 93000 Regional Education Cooperatives $ 1,100.0 | $ 1,100.0 | $ - 0.0%]| $ 1,350.0 | $ 250.0 22.7%|159
160] 94000 Public School Facilities Authority $ - $ - $ - -1$ - $ - -|160
161 161
162l OTHER EDUCATION: $ 59,679.0 | $ 71,890.6 | $ 12,211.6 20.5%] $ 58,535.6 | $ (1,143.4_l| -1.9%]162
163 163
164] 95000 Higher Education Department $ 47,556.2 | $ 152,781.8 | $ 105,225.6 221.3%| $ 60,789.7 | $ 13,233.5 27.8%|164
165] 95200 University of New Mexico $ 389,129.21 $ 417,5532 | $ 28,424.0 7.3%| $ 405,971.1 | $ 16,841.9 4.3%|165
166] 95400 New Mexico State University $ 2417466 | $ 257,876.7 | $ 16,130.1 6.7%| $ 251,798.5 | $ 10,051.9 4.2%|166
167 95600 New Mexico Highlands University $ 38,039.5| $ 39,909.5 | $ 1,870.0 4.9%| $ 39,3095 | $ 1,270.0 3.3%]|167
168] 95800 Western New Mexico University $ 27,667.1]1% 30,7049 | $ 3,037.8 11.0%| $ 29,8782 1% 2,211 8.0%]|168
169] 96000 Eastern New Mexico University $ 57,9827 | $ 61,0634 | $ 3,080.7 5.3%| $ 60,116.0 | $ 21333 3.7%]|169
170} 96200 NM Institute of Mining and Technology $ 45,887.0| $ 49,4204 1% 3,533.4 7.7%| $ 47,492.7 | $ 1,605.7 3.5%]|170
17 96400 Northern New Mexico College $ 13,0446 | $ 14,183.2 1% 1,138.6 8.7%| $ 14,1184 | $ 1,073.8 8.2%|171
172} 96600 Santa Fe Community College $ 17,1625| $ 18,261.5| $ 1,099.0 6.4%| $ 17,769.8 | $ 607.3 3.5%|172
173] 96800 Central New Mexico Community College $ 69,554.5] % 74,7256 | $ 5,171.1 7.4%| $ 72,873.11 % 3,318.6 4.8%|173
174] 97000 Luna Community College $ 8,901.8]1$% 9,296.0]1$ 394.2 4.4%| $ 914511 $ 243.3 2.7%|174
175] 97200 Mesalands Community College $ 4887.9|% 551471% 626.8 12.8%| $ 5,00491$% 117.0 2.4%|175
176] 97400 New Mexico Junior College $ 7,8054|$% 10,0228 | $ 2,217.4 28.4%| $ 8,3476 | $ 542.2 6.9%[176
1771 97500 Southeast New Mexico College $ 4,99271% 54568 | $ 464.1 9.3%| $ 54266 % 433.9 8.7%|177
178] 97600 San Juan College $ 28,428.0] % 30,7486 | $ 2,320.6 8.2%| $ 30,2497 | $ 1,821.7 6.4%|178
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179] 97700 Clovis Community College $ 11,7089 | $ 12,1211 $ 412.2 3.5%| $ 11,9899 | $ 281.0 2.4%|179
180 97800 New Mexico Military Institute $ 4,1098 | $ 4,286.2 | $ 176.4 4.3%| $ 4,2862| % 176.4 4.3%]|180
181 97900 NM School for the Blind and Visually Impaired $ 1954118 2,159.4 1 $ 205.3 10.5%| $ 215278 198.6 10.2%|181
182] 98000 New Mexico School for the Deaf $ 47959 | $ 5,0549|$ 259.0 5.4%] $ 50549 |$ 259.0 5.4%|182
183 183
184/ HIGHER EDUCATION: $ 1,025,354.4 | $ 1,201,140.7 | § 175,786.3 17.1%] $ 1,081,774.6 | $ 56,420.2 5.5%]|184
18] 185
186] 99300 Public School Support $ 3,812,922.2 | § 4,044,030.5| $ 231,108.3 6.1%| $ 4,077,4256 | $ 264,503.4 6.9%]186
187] 187
18¢] PUBLIC SCHOOL SUPPORT: $ 3,812,922.2 | § 4,044,030.5 | $ 231,108.3 6.1%] $ 4,077,425.6 | $ 264,503.4 6.9%]188
189) 189
190) $ - Is - |s - 1s - Is - -J1e0
191 Public Schools LGPF to PERF $ - Is - s - s 94,0000 | $ 94,000.0 Lot
o e ¥
102 i(f‘oSmEpé?sauon 5% (Agencies/Higher Ed-Schools s ~ s R s _ 1s 93,5355 | $ 93,535.5 i
193] Health Premiums-State Agencies $ - $ - $ - 13 10,000.0 | $ 10,000.0 193
194] $ - $ - $ - B $ - -|194
195] 195
196] COMPENSATION/OTHER $ = $ e $ = 18 197,535.5 | $ 197,535.5 0.0%]196
197] 197
198l TOTAL GENERAL APPROPRIATION ACTS $ 8,380,193.6 | $ 9,356,559.1 | $ 976,365.5 11.7%] $ 9,419,601.2 | $ 1,039,407.6 12.4%]198
199) 199
200]TOTAL FEED BILL AND GENERAL APPROPRIATION ACT | $ 8,400,558.5 | $ 9,380,357.5 | $ 979,799.0 11.7%] $ 9,443,554.0 | $  1,042,995.5 12.4%}200




Table 2: U.S. and New Mexico Economic Indicators

U.S. and New Mexico Economic Indicators

FY22 FY23 FY24 FY25 FY26 FY27
Aug 22 | Dec22 | Aug22 Dec22 | Aug22 | Dec22 | Aug 22 Dec 22 | Aug22 Dec22 | Aug22 | Dec 22
Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast

N, | Economic Indi S
IHS US Real GDP Growth (annual avg.,% YOY)* 3.8 4.0 0.7 0.4 1.6 0.4 22 1.7 2.3 1.9 1.9 1.8
Moody's US Real GDP Growth (annual avg. ,% YOY)* 3.9 4.0 1.4 0.8 24 1.4 28 25 27 29 26
IHS US Inflation Rate (CPI-U, annual avg., % YOY)** 741 7.2 5.7 6.6 2.4 3.0 1.7 2.5 2.1 2.2 2.2 2.2
Moody's US Inflation Rate (CPI-U, annual avg., % YOY)** 71 7.2 5.4 6.4 22 2.8 23 23 2.3 21 2.2
IHS Federal Funds Rate (%) 0.3 0.3 3.0 3.8 3.3 4.8 27 3.6 2.6 2.7 26 2.6
Moody's Federal Funds Rate (%) 0.3 0.3 28 3.8 3.2 4.4 26 3.5 25 2.6 25 25

New Mexico Labor Market and Income Data
BBER _ NM Non-Agricultural Employment Growth (%) 54 4.2 1.8 1.2 0.8 0.4 0.8 0.6 1.1 0.8 0.9 0.8
Moody's NM Non-Agricultural Employment Growth (%) 5.4 54 25 238 1.3 1 0.9 0.9 0.4 0.5 0.2 0.2
BBER _ NM Nominal Personal Income Growth (%)*** 7.0 7.5 0.3 0.7 4.5 4.4 4.8 4.5 4.8 4.7 4.6 4.3
Moody's NM Nominal Personal Income Growth (%)*** 7.0 7.5 31 0.9 5.8 6.4 5.1 5 4.4 4.2 4.4 4.5
BBER _ NM Total Wages & Salaries Growth (%) 10.9 10.0 5.6 6.1 4.0 3.9 4.3 3.8 44 3.7 3.7 3.3
Moody's NM Total Wages & Salaries Growth (%) 11.9 10 O 8.1 6.2 6.8 5.3 5.5 4.6 4.9 4.4 4.3
BBER _ NM Private Wages & Salaries Growth (%) 12.7 124 5.9 7.2 4.1 3.9 4.3 3.7 45 3.7 3.7 3.3
BBER _ NM Real Gross State Product (% YOY) 2.1 1.7 24 11 2.2 1.1 2.1 1.9 1.9 1.8 2.1 2.1
Moody's NM Real Gross State Product (% YOY) 22 1.7 1.8 15 21 1.8 23 2.0 24 25 24 2.6
CREG __ NM Gross Qil Price ($/barrel) $86.50 | $88.11 $90.50 | $85.00 | $78.50 | $76.50 | $72.00 | $72.50 | $70.00 | $70.50 | $68.50 [ $69.00
CREG _ NM Net Oil Price ($/barrel)***** $76.07 | $77.44 | $79.46 | $74.63 | $68.92 | $67.17 | $63.22 | $63.66 | $61.46 | $61.90 | $60.14 | $60.58
BBER __ Oil Volumes (million barrels) 519 531 523 556 522 551 526 554 531 560 534 564
CREG _ NM Taxable Oil Volumes (million barrels) 529 531 590 620 640 660 675 710 710 745 725 775

NM Taxable Oil Volumes (%YOY growth) 29.9% 30.3% 11.4% 16.7% 8.5% 6.5% 5.5% 7.6% 5.2% 4.9% 21% 4.0%
CREG _ NM Gross Gas Price ($ per thousand cubic feet)**** $6.90 $7.03 $6.95 $7.05 $4.75 $5.60 $4.30 $5.15 $4.30 $5.05 $4.15 $4.95
CREG  NM Net Gas Price ($ per thousand cubic feet)***** $5.37 $5.47 $5.42 $5.49 $3.28 $4.26 $2.97 $3.89 $2.97 $3.79 $2.87 $3.69
BBER  Gas Volumes (billion cubic feet) 2,545 2,586 2,611 2,662 2,598 2,641 2,601 2,642 2,632 2,674 2,636 2,680
CREG _ NM Taxable Gas Volumes (billion cubic feet) 2,585 2,586 2,750 2,875 2,895 3,015 2,995 3,120 3,080 3,200 3,140 3,255

NM Taxable Gas Volumes (%YOY growth) 21.0% 21.1% 6.4% 11.2% 5.3% 4.9% 3.5% 3.5% 2.8% 2.6% 1.9% 1.7%

Notes

* Real GDP is BEA chained 2012 dollars, billions, annual rate

** CPlis all urban, BLS 1982-84=1.00 base

***Nominal Personal Income growth rates are for the calendar year in which each fiscal year begins

****The gross gas prices are estimated using a formula of NYMEX, EIA, and IHS Markit future prices

*****The net oil and gas prices represent calculated prices based on taxable values of the product after deductions for transportation, processing, and royalties
Sources: BBER - July 2022 FOR-UNM baseline. IHS Global Insight - July 2022 baseline.

DFA Notes

* Real GDP is BEA chained 2012 dollars, billions, annual rate

** CPl is all urban, BLS 1982-84=1.00 base.

***Nominal Personal Income growth rates are for the calendar year in which each fiscal year begins

****The gross gas prices are estimated using a formula of NYMEX, EIA, and Moodys January future prices

*****The net oil and gas prices represent calculated prices based on taxable values of the product after deductions for transportation, processing, and royalties
Sources: Moody's baseline
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Table 4: General Fund Financial Summary

General Fund Financial Summary:
LFC Budget Recommendation

(millions of dollars)

Actual Estimate Estimate
FY2022 FY2023 FY2024
APPROPRIATION ACCOUNT
REVENUE
Recurring Revenue
August 2022 Consensus Revenue Estimate $ 92166 $ 9847.1 $ 10,859.0
December 2022 Consensus Revenue Update $ 458.7  § 9280 $ 11,1359
2023 Legislative Session Recurring Revenue Legislation $ = $ - $  (1,000.0)
Total Recurring Revenue $ 96753 $ 10,7751 $ 10,994.9
Percent Change in Recurring Revenue 19.7% 11.4% 2.0%
Nonrecurring Revenue
Federal ARPA Funds $ 10692 $ - $ -
Nonrecurring Reversions from the Federal CRE/CARES $ = $ = $ =
2021/2022 Nonrecurring Revenue Legislation $ 902.9) $ (68.8) $ -
2023 Legislative Session Nonrecurring Revenue Legislation $ = $ o $ o
Total Nonrecurring Revenue $ 166.3 $ 68.8) $ -
TOTAL REVENUE $ 9841.6 $ 107063 $ 10,994.9
APPROPRIATIONS
Recurring Appropriations
2021 Regular and Special Sessions Legislation & Feed Bill (pre-veto) $ 74497 $ -
2022 Regular Session Recurring Legislation & Feed Bill _ 3 76 $ 84043 S -
2023 Regular Session Recurring Legislation & Feed Bill $ = $ 147 $§ 94431
Total Operating Budget $§ 74573 $ 8419.0 §  9,443.1
Nonrecurring Appropriations
2021 Regular and Special Session ARPA Appropriations (post-veto) $ 3454 -
2022 Regular Session ARPA Related Nonrecurring $ 2742 § 4502 § -
2022 Regular Session Nonrecurring $§ 10560 $ 100.0 $ =
2023 Regular Session ARPA Related Nonrecurring $ - $ 140.0 $ -
2023 Regular Session Nonrecurring $ = $ 20388 $ 1,492.0
Total Nonrecurring Appropriations $ 1,6756 $ 02,7290 § 1,492.0
Subtotal Recurring and Nonrecurring Appropriations $ 91330 $ 11,1480 § 10,935.1
Audit Adjustments
2022 GAA Undistributed Nonrecurring Appropriations1 $ (448.1) $ 448.1
TOTAL APPROPRIATIONS $ 8,6849 § 11,596.0 $ 10,935.1
Transfer to (from) Operating Reserves $ 7072 $ 299.6) $ 59.8
Transfer to (from) Appropriation Contingency Fund (ARPA Funds) $ 4502 § (590.2) $ -
TOTAL REVENUE LESS TOTAL APPROPRIATIONS $ 1,156.7 $ (889.8) $ 59.8
GENERAL FUND RESERVES
Beginning Balances $ 25048 $ 3,6803 $ 2,691.0
Transfers from (to) Appropriations Account $ 7072 $ 299.6) $ 59.8
Revenue and Reversions § 25489 § 13534 § 850.7
Appropriations, Expenditures and Transfers Out $ (2,080.7) § (2,043.0) $ (765.4)
Ending Balances $ 3,683 §$ 2,691.0 $  2,836.2
Reserves as a Percent of Recurring Appropriations 49.4% 32.0% 30.0%

Notes:
1) Many nonrecurring appropriations, including specials and supplementals in the GAA, had authorization to spend in multiple fiscal years - amounts that were not distributed

in the first year become encumbrances for the next year.

* Note: totals may not foot due to rounding




General Fund Financial Summary

General Fund Financial Summary:
LFC Budget Recommendation
RESERVE DETAIL

(millions of dollars)

Prelim. Estimate Estimate
FY2022 FY2023 FY2024
OPERATING RESERVE

Beginning Balance $ 3475 § 5658 § 263.8
BOF Emergency Appropriations/Reversions $ 25 $ 25 $ 2.5)
Transfers from (to) Appropriation Account $ 7072 § (299.6) $ 59.8
Transfers to Tax Stabilization Reserve N 459.9) $ - $ -
Disaster Allotments ' $ 264) $ - $ -
Transfer from (to) ACF/Other Appropriations N - $ - $ -
Revenues and Reversions $ - $ - $ -
Transfers from tax stabilization reserve $ - $ - $ -
Transfers from tax stabilization reserve to restore balance to 1 percent ¢ $ - $ - $ -

Ending Balance N 5658 § 263.8 $ 321.1

APPROPRIATION CONTINGENCY FUND

Beginning Balance $ 555 § 460.7 $ 2.5
Disaster Allotments $ (55.5) $ (16.0) $ (16.0)
ARPA Appropriation from 2021 Second Special Session $ (3454) § - $ -
Other ARPA Appropriations (including 2022, 2023 Regular Sessions) $ 2742) $ 450.2) $ -
Transfers In ’ $  1,0692 $ - $
Revenue and Reversions N 112  $ 80 § 8.0
Audit and Pre-Audit Adjustments

Ending Balance $ 460.7 $ 25 ' $ (5.5)

STATE SUPPORT FUND

Beginning Balance $ 40 $ 495 $ 28.6
Revenues * $ 155 $ - $ -
Appropriations to State Support Reserve Fund © $ 300 $ - $ -
Impact Aid Liability FY20 $ - $ (20.9)

Impact Aid Liability FY21 $ - $ -
Audit Adjustments $ - $ - $ -
Ending Balance $ 495 $ 286 $ 28.6
TOBACCO SETTLEMENT PERMANENT FUND (TSPF)8

Beginning Balance $ 285.3
Transfers In $ 36.5
Appropriation to Tobacco Settlement Program Fund 3 $ (36.5)

Gains(Losses) $ 149
Additional Transfers from (to) TSPF $ -
Ending Balance $ 300.2
TAX STABILIZATION RESERVE (RAINY DAY FUND)

Beginning Balance $ 1,812.6 ' $ 23041 $ 2,396.2
Revenues from Excess Oil and Gas Emergency School Tax $ 13401 $§ 12532 § 746.9
Gains(Losses) $ 316 $ 922 $ 95.8
Transfers In (From Operating Reserve) $ 4599 $ - $ -
Transfer Out to Operating Reserve *° $ - $ = $ =
Transfer Out to Early Childhood Trust Fund $ (1,340.1) $ (1,2532) § (746.9)

Ending Balance $ 23041 $ 23962 $ 24921
Percent of Recurring Appropriations 30.9% 28.5% 26.4%

TOTAL GENERAL FUND ENDING BALANCES $ 3,683 $ 26910 $ 28362
Percent of Recurring Appropriations 49.4% 32.0% 30.0%

Notes:

1) DFA using operating reserve to cover disaster allotments due to low balance in the appropriation contingency fund. FY20 includes $35.5 million for COVID-19 related

responses.

2) Laws 2021, Chapter 137 (HB2, Section 10-11) includes a $15.5 million transfer from the repealed K-3 Plus Program Fund to the state support reserve.
3) Laws 2021, Chapter 60 (SB 187) allows use of 100% of revenue for tobacco program fund in FY22.

4) Laws 2020, Chapter 34 (House Bill 341) transfers from the tax stabilization reserve to the operating reserve if operating reserve balances are below one percent of
appropriations, up to an amount necessary for the operating reserve to be one percent of total appropriations for the current year.

5) 2022 GAA authorized a transfer of up to $95 million from the TSR.
6) Laws 2022, Chapter 54 (HB2, Section 5-112) includes a $30 million appropriation to the state support reserve fund.

7) Laws 2020, Chapter 3 (HB83, Section 4) provides that oil and gas school tax revenue in excess of the five-year average be transferred to the Early Childhood Trust Fund
instead of the tax stabilization reserves if reserve balances exceed 25 percent of recurring appropriations.

8) The LFC recommendation includes removal of the Tobacco Settlement Permanent Fund from reserve calculations.

* Note: totals may not foot due to rounding
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