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"Money's tight, there's none to be found
so don't think that I'm tight if I don't buy a round

I'm on a low budget."

- Low Budget, The Kinks

In order to understand any legislative session, it helps to understand New Mexico's legislative and
fiscal calendars. One of the primary tasks when the legislature convenes in January is to develop a budget
for the fiscal year that begins the following July. That rhythm was upset in 2017, however.

The story of the 2017 session, and the two special sessions that bookended it, begins in 2015, as
the legislature crafted the fiscal year (FY) 2016 budget — one heavily dependent on oil and gas revenues.
As oil and gas prices steadily declined and revenue failed to meet projections, it became clear that the state
had not collected sufficient revenue to fund the FY 2016 budget. Worse still, FY 2017 revenue was
proving to be inadequate to support that year's appropriations.

In late September 2016, the governor called lawmakers into a special session to address revenue
shortfalls in both FY 2016 and FY 2017. The legislature obliged by sweeping unspent funds to cover FY
2016, and it began to address FY 2017 by cutting some appropriations and sweeping yet more unspent
funds.

In a move critics claimed was politically motivated, the governor also called on lawmakers to
increase some criminal penalties and reinstate the death penalty, which the house voted to do, but the
senate did not.

The 2016 special session left a fair amount of the heavy lifting for FY 2017 to the incoming Fifty-
Third Legislature. About a month after the 2016 special session concluded, an especially contentious
general election campaign that was headlined by an even more contentious presidential race resulted in a
change in political control in the house of representatives — from Republican to Democrat — and the
defeat of the long-time senate majority floor leader.

Thus, the curtain lifted on the 2017 legislative session with new leadership in the house, a new
majority floor leader in the senate and a fiscal year already halfway over that was in need of solvency.
Instead of easing into their new roles, leadership in both chambers hit the ground running, quickly facing

fiscal and political challenges.



BILL ACTION SUMMARIES A little over a week into the session, the
legislature passed a package of bills addressing FY

> i . . o .
LG e, 21 2017 solvency, again by identifying, sweeping and
1.000 transferring nonrecurring money into the General
9
Fund. The legislature had less success with what is
800
one of the more routine tasks each year: passage of a
600 bill to fund the session itself and the year-round
400 operations of the legislature. That became a bone of
200 contention as the governor insisted that the legislature
cut more than it already had from its budget,
0 - .
Introd  Passed Enacted  Vetoed foreshadowing an unprecedented showdown.
B owse 520 137 81 56 While most bills tend to pass both chambers
Bl scnae 408 =0 19 . in the final days of a session, a handful of
B rotat 1018 277 147 130
noncontroversial measures usually reach the governor's
»Second Special Session, 2016 desk earlier. Because they are mostly noncontroversial
Introduced: and often enjoy overwhelming bipartisan support,
House bills - 9 Senate bills - 12
Passed - 7 governors typically sign these bills into law without
Enacted - 7
much fanfare or protest. Notso in 2017. The
»First Special Session, 2017 governor vetoed 10 of these bills without explanation.
Introduced: The legislature's position is that each of those 10 bills
House bills - 8 Senate bills - 8
Passed - 4 became "law without signature" because the
Enacted - 3 o ) . )
Vetoed - 1 Constitution of New Mexico requires that a vetoed bill

be returned to the legislature with the governor's
objections. The dispute was pending in court at the time this Highlights was published.

After spending significant effort during the 2016 special session and the first week of the regular
session fixing FY 2016 and FY 2017, the legislature approached the job of crafting the FY 2018 budget
carefully. The legislature sent the governor a $6.1 billion budget along with a $350 million companion
package of tax increases, crafted in such a way as to allow the governor to line-item veto those tax increases
she could not support and leave intact those she could.

Instead, the governor vetoed the entire tax package and used her line-item-veto power in a way
that had never been used before, in any state: she struck about $770 million from the General
Appropriation Act of 2017 by vetoing all funding for the legislative branch of government and all funding
for higher education institutions.

The legislature's response, through the New Mexico Legislative Council, was to ask the New

Mexico Supreme Court to declare those vetoes unconstitutional. The court, noting the governor had just



called a special session for late May, declined to hear the case.

The May special session began with veto override attempts in both chambers, each of which fell
short of the required number of votes. Within two days, bills had passed to restore funding initially
vetoed by the governor for the legislature and educational institutions, along with another tax package and
a complex bond swap to shore up the General Fund. The governor signed the funding for higher
education and the legislature but vetoed the tax package, leaving the budget barely balanced.

While budget concerns dominated the regular and two special sessions, other legislation did
manage to pass, including a proposed constitutional amendment creating a state ethics commission.

As with any session, the legislature debated a number of high-profile bills that did not pass. One
of those was an overhaul of the state's gross receipts tax, a measure that was considered in both the 2017
regular and special sessions.

The Highlights is an annual publication of the Legislative Council Service (LCS) that summarizes
much, but not all, of the legislative action during each session. The omission of certain legislation or
issues should not be interpreted as an indication that those are not important; each is important to
someone. Many issues in the Highlights defy single-topic categorization, so every effort has been made to
organize and cross-reference the contents. A complete listing of bills that passed is included in the

Concordance located in Appendix E.
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The legislature passed two bills this session that enhance or provide new protections for the
elderly in the areas of financial exploitation, decision-making, confidentiality and informed consent.

The Protecting Vulnerable Adults from Financial Exploitation Act, enacted in House Judiciary
Committee Substitute for House Judiciary Committee Substitute for House Bill 326 (Chapter 106),
addresses the responsibilities of certain persons who are involved with "vulnerable adults", defined in the
act as individuals 65 years of age or older or individuals 18 years of age or older who are incapacitated.
Broker-dealers, investment advisers and certain other persons who reasonably believe that financial
exploitation of a vulnerable adult has occurred must report the suspected exploitation to the Securities
Division of the Regulation and Licensing Department and to the Adult Protective Services Division of the
Aging and Long-Term Services Department. A person who reports financial exploitation will have
immunity from liability for the disclosure if the report is made with reasonable care. The bill allows
broker-dealers and investment advisers to delay disbursements and transactions where financial
exploitation is suspected. The bill also requires the director of the Securities Division of the Regulation
and Licensing Department to promulgate rules to establish financial exploitation identification and
reporting guidelines for broker-dealers and investment advisers.

The legislature made several changes to the Long-Term Care Ombudsman Act in Senate Bill 171
(Chapter 81) to align it with the federal Older Americans Act of 1965 and define what a resident's
"surrogate decision-maker" is and what it means when a nursing facility resident gives "informed
consent". The act now establishes protocols for protecting resident confidentiality and specifying when a
long-term care ombudsman may refer incidents of abuse or neglect to authorities. It also clarifies that an
"ombudsman" is an individual employee or volunteer of the Office of the State Long-Term Care
Ombudsman who is trained and certified to act as a representative of the office. The act no longer
includes a requirement that a third-party witness be present when a nursing facility resident who is unable
to provide written consent instead provides oral consent for an ombudsman to obtain the resident's

medical, personal or financial or other nonmedical records.

Related Bills

House Bill 77 - transportation services for seniors - see Motor Vehicles and Transportation

House Bill 274 - flu immunizations for inpatients 65 years of age and older - see Health
Senate Bill 75 - Deferred Compensation Act changes - see Public Officers and Employees

AGRICULTURE

Much of the media attention on agriculture bills during the session covered the legislature's latest
efforts to allow farmers to grow hemp. Other agriculture bills that became law include one that

strengthens state enforcement of food safety laws and another that restructures fees and assessments in the

Legislative Council Service - Highlights 2017 1



ALCOHOL

state's organic certification program.

The federal Agricultural Act of 2014, commonly referred to as the "Farm Bill", authorizes states to
use their departments of agriculture and institutions of higher learning to cultivate industrial hemp to
study the growth, cultivation and marketing of hemp. House Labor and Economic Development
Committee Substitute for House Bills 144, 154 and 280 (LWS)' and Senate Bill 6 (LWS)? implement
the federal authorization by instituting industrial hemp research and development programs through New
Mexico State University (NMSU) and the New Mexico Department of Agriculture (NMDA). Through
participation in the research and development programs, persons and institutions of higher learning are
allowed to grow industrial hemp in accordance with the rules of the programs. Industrial hemp is defined
in both laws as the plant Cannabis sativa L. and any part of the plant, whether growing or not, containing a
delta-9-tetrahydrocannabinol concentration of no more than 0.3% on a dry weight basis. Both pieces of
legislation create an exemption from the Controlled Substances Act for industrial hemp cultivated
pursuant to the research and development programs, while Senate Bill 6 also declassifies industrial hemp
as a controlled substance by removing it from the definition of "marijuana" under that act.

House Bill 305 (Chapter 105) authorizes the NMDA to enter public or private property to collect
physical or documentary samples and to review the records and documents of agricultural producers and
businesses involved in food production to verify compliance with the federal Food Safety Modernization
Act.

The fee structure for the organic certification program has been too low to cover the costs of the
program, resulting in substantial annual operating gaps. House Bill 387 (Chapter 113) repeals the section
of the Organic Production Act that set fees and assessments for certification and registration of organic
producers and products. The change will allow the NMDA to set the fees and assessments by rule,
ensuring that revenues will be sufficient to cover operating expenses of the program. The bill also adds a
requirement that all money received by the NMDA from fees and assessments be expended only to carry

out the provisions of the Organic Production Act.

ALCOHOL

Changes to the state's liquor control policies were proposed in several bills that passed the
legislature, but only two of those bills were signed into law. Both newly enacted laws address the hours
during which alcoholic beverages may be sold.

A provision of the Liquor Control Act allows local option districts to limit liquor sales on
Sundays. In the 22 districts where Sunday sales are allowed, the law requires service of alcoholic beverages

! 2This bill has been designated as becoming "law without signature" and has not been assigned a chapter number. The New Mexico Legislative
Council has filed a petition over the validity of the purported veto of this bill. The case is pending as of the Highlights publication date.
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ANIMALS AND LIVESTOCK

to stop at midnight; however, the changes made in House Bill 262 (Chapter 49) extend service hours
when December 31 falls on a Sunday to allow sales of alcoholic beverages until 2:00 a.m. on January 1.
House Bill 162 (Chapter 9) allows a governing body in certain areas of the state to pass an
ordinance to restrict the retail sale of packaged alcoholic beverages between the hours of 7:00 a.m. and
10:00 a.m. Because the new law applies only to Class B counties with populations between 70,000 and
76,000 and to municipalities within those counties, it currently affects only McKinley and Valencia

counties.

ANIMALS AND LIVESTOCK

In addition to a bill concerning livestock running at large, described below, the only other bill
affecting animals that was signed into law eliminates the Animal Sheltering Board. The latter bill is
described in the Reorganization subsection of the State Government section.

Under The Livestock Code, it is a misdemeanor for an owner to allow livestock to run at large
within a town, conservancy district, irrigation district or military reservation or enclave. Senate Bill 349
(Chapter 129) retains that prohibition but removes a requirement that the prohibition be published and
posted by the county commission. The bill adds language pertaining to willfulness on the part of the
livestock owner, and it increases the fine per head from $5.00 to $10.00. The bill also repeals several old
sections of The Livestock Code, some of which were enacted during territorial days and addressed

conditions that no longer exist.

Related Bill
HCPAC/House Bill 219 - Animal Sheltering Board transfer to Board of Veterinary Medicine - see State

Government

APPROPRIATIONS AND FINANCE

Leading up to the session, coming out of its starting gate, in its final hours and at many points in
between, legislators in committee and on the floor debated scores of measures for coping with the state's
unrelenting fiscal challenges. Still reeling from the previous year's abrupt revenue plunge and facing
another period of depressed revenue levels’, lawmakers were again forced to make difficult choices
concerning revenue generation, savings and spending.

The state's financial picture started growing bleak about a year earlier, when consecutive forecasts

developed by the state's chief economists showed revenue levels tumbling. The oil and gas sector, on

’In its forecast leading up to session, the Consensus Revenue Estimating Group, which consists of economists from the Legislative Finance
Committee, the Taxation and Revenue Department, the Department of Finance and Administration and the Department of Transportation,
estimated that the amount of new money for fiscal year 2018 was negative $93 million. "New money" refers to the recurring spending power
lawmakers gain year-over-year. The new-money figure is computed as the difference between the current fiscal year's recurring General Fund
appropriations and the amount of recurring General Fund revenue expected to materialize in the coming year.
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APPROPRIATIONS AND FINANCE

which the state is heavily dependent for revenue, had taken a mighty hit. Measures enacted by lawmakers
in the 2016 regular and special sessions chipped away at, but failed to solve, the problem.

With many of the options for improving solvency exhausted — including budget slashing, fund
sweeping and law tightening — and with the governor holding firm in her stand to refuse tax increases,
lawmakers' viable choices for escaping budget imbalance dwindled. Still, legislators proposed and debated
ideas for relief. They considered putting various infrastructure programs on hold, raising taxes and fees,
reducing past and future appropriations and sweeping what little accessible money remained in state
funds. In the end, the governor signed a handful of loose solvency measures passed by the legislature.

The chief plan, however, for setting the state on a more stable fiscal course took the form of the
session's general appropriation act and a companion bill. If fully enacted, the companion bill would raise
about $350 million. The legislature intended the additional revenue — or, if the bill were partially vetoed,
some part of it — to offset General Fund spending in excess of revenue expected to materialize under
current law.

In a dramatic move, the governor vetoed the companion bill and two major parts of the general
appropriation act: all funding for higher education institutions and for legislative agencies — combined,
about $766 million in General Fund appropriations. Her main rationale for the strikes was twofold: that
the legislature should not have preserved itself from budget cuts as deep as those made to most executive
agencies and that the senate failed in its duty to hold confirmation hearings for nominees to higher
education institution board of regents posts.

At that moment, the scope of major issues confronting the legislature shifted.

General Appropriation Act

Once it was stripped by veto of all appropriations for higher education institutions* and for the
legislature, this year's general appropriations bill, House Appropriations and Finance Committee
Substitute for House Bills 2 and 3 (Chapter 135, p.v.) (GAA), showed an incomplete picture of the
state's spending plan for the remainder of FY 2017 and for FY 2018.

Shortly after the governor executed the sweeping vetoes, the legislature appealed to the state
supreme court to deem them unconstitutional and to mandate their restoration. But the court declined
to hear the case.

Consequently, the GAA, as enacted, still represents only part of the year's spending plan. The
2017 special session's House Bill 1 — a supplemental general appropriations bill discussed in the Fifty-Third

Legislature, First Special Session section — details much of the rest.

*In this context, higher education institutions refers to educational institutions that are funded under the "higher education" heading in general
appropriation acts. The category includes institutions that do not primarily offer post-secondary educational services, such as the New Mexico
Military Institute, the New Mexico School for the Blind and Visually Impaired and the Carrie Tingley Hospital.
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APPROPRIATIONS AND FINANCE

With revenue projections for FY 2018
looking grim, the GAA portion of the
spending plan relies heavily on further
General Fund budget cuts to achieve balance

between anticipated revenue and spending

GENERAL FUND APPROPRIATIONS
Fiscal Year 2018
$6,078,439,100*

Public Safety Genera14Gloo>/ernment
7.0% 7

Human Services
27.2%

levels.

Following are highlights of Public Sehools

policymakers' priorities for General Fund Higher Education

, . . 12.8%
spending — in the form of recurring

Judiciary
4.5%

appropriations and special, nonrecurring
’ *Includes appropriations in the General Appropriation Act of 2017 (Laws 2017, Chapter
135, p.v.) and the Supplemental General Appropriation Act of 2017 (Laws 2017 (S.S.),

appropriations — as represented in the GAA.
Chapter 2, p.v.).

For the most part, the recurring
appropriations are designated for funding agencies' FY 2018 operating budgets. In most cases, the special
appropriations are made for the current and next fiscal years. Where year-over-year comparisons are
noted, they represent the difference between the act's FY 2018 appropriations and adjusted FY 2017
appropriations — that is, FY 2017 appropriations as reduced by measures taken to improve the state's FY
2017 fiscal solvency.

¢ Public School Support; Other Education

Because of the high concentration of General Fund spending on public schools — kindergarten
through grade 12 — much of the General Fund savings realized by recent across-the-board funding cuts
came at the expense of those institutions. The GAA makes up for some of that recurring funding
deficiency. Compared with the FY 2017 state equalization guarantee’ appropriation, the appropriation
made in the act for that purpose grows in FY 2018 by about $20.6 million®, or .8%. Factoring in
appropriations to cover transportation, instructional materials’ and other locally controlled expenses,
appropriations under the bill section titled "Public School Support" constitute almost $2.6 billion of the
state's $5.95 billion in projected FY 2018 General Fund revenue.

Despite this enhancement in core funding for schools, lawmakers acknowledged the possibility
that appropriations would nonetheless fall short: they made available, through special appropriations, $1
million for the current and next fiscal years, as well as $2 million for the next fiscal year, to cover shortfalls

that school districts and charter schools might experience.

>The state equalization guarantee refers to the money distributed to school districts and charter schools. These institutions rely almost exclusively
for their funding on distributions from the state, which are computed using a formula based on student population and characteristics.

$8.55 million of that amount is in the form of a special, nonrecurring appropriation made in Section 5 of the GAA.

"New this year, the general appropriations bill contains appropriations from the Public School Capital Outlay Fund for school district and charter
school transportation and instructional materials. A law from the 2016 special session temporarily allows for those non-General Fund
appropriations. The shift eases some of the pressure on the General Fund to meet school districts' and charter schools' funding needs.
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Meanwhile, under the GAA, year-over-year General Fund appropriations for related programs
that the Public Education Department (PED) administers, such as K-3 Plus and pre-kindergarten, shrink
by almost $3 million, or 3.2%. The department's funding for its operating expenses remains the same.

Overall, General Fund spending under the GAA for public school support and other non-higher
education public school needs reaches almost $2.7 billion.

¢ Health, Hospitals and Human Services

Combined, appropriations to agencies that administer the provision of health and human services
rank second in overall General Fund spending. That spending is mostly concentrated in the joint state-
federal medical assistance program, or Medicaid, administered by the Human Services Department (HSD);
the program receives over $814 million from the General Fund under the GAA. Other high-spending
areas include the Developmental Disabilities Support Program of the Department of Health (DOH),
which receives over $146 million, and the Medicaid Behavioral Health Program of the HSD, which
receives over $115 million.

Overall, funding for the Medicaid program is up by .2%. The figure reflects, in part, the
increased financial obligation, resulting from a phased decline in the federal match rate, that the state
assumed by expanding Medicaid coverage under the federal Patient Protection and Affordable Care Act.
It also reflects projected decreases in program expenditures that are based on external trends and on
internal cost-savings measures implemented by the HSD.

The DOH's overall funding decreases by $5.1 million, or 1.8%, under the GAA. The drop is
attributed largely to cost-savings measures undertaken by the department and expected increases in federal
contributions. Meanwhile, funding for department-administered rural and primary health care clinics falls
by $1.1 million.

The HSD and the DOH each receive special, nonrecurring General Fund appropriations related
to lawsuits against the agencies. In the case of the HSD, $700,000 is appropriated for an ongoing lawsuit
challenging the department's adherence to federal and state requirements for the food assistance and
Medicaid programs. The DOH, meanwhile, receives $1 million for challenges to its implementation of
the Medicaid-based developmental disability services program.

Funding for the Children, Youth and Families Department (CYFD), which was spared some of
the emergency, across-the-board General Fund reductions recently implemented, increases by 1.7%. A
portion of the increase is appropriated to the Protective Services Program to reduce caseloads and
turnover rates. Some of it represents not an increase in a particular program's funding, but rather a shift
in how two youth mentoring programs are funded, which was previously through special appropriations to
the Department of Finance and Administration (DFA). Meanwhile, the GAA continues a recently

instated funding boost of $1.5 million for early childhood services.
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¢ Public Safety

Most smaller agencies with public safety missions will experience relatively minimal declines in
their year-over-year General Fund spending capacities. The decreases range from .4% (the Crime Victims
Reparation Commission) to 4.5% (the Homeland Security and Emergency Management Department).

On the other hand, the largest public safety agency, the Corrections Department, will have over
$3.6 million more in recurring funding for the coming fiscal year. That difference equals 1.2% of the
department's FY 2017 General Fund appropriations. The increase is intended to cover, among other
growing expenses, salary raises and rises in the cost of contract services.

Two special appropriations from the General Fund of $2 million each will further strengthen the
Corrections Department's FY 2018 spending power. The appropriations are earmarked for prison
population growth, hepatitis C treatment and custodial staff overtime pay.

¢ Judicial

No agency under the bill section titled "Judicial" — which includes the Administrative Office of
the Courts, the Public Defender Department, the district and metropolitan courts and the district
attorney offices — receives a cut to its recurring funding. Rather, the agencies will collectively receive
almost $6.7 million, or an average of 2.5%, more in recurring funding. The agency appropriated the
largest share — over one-third — of that total, the Administrative Office of the Courts, is to use the funding
boost to avoid what have been recent shortfalls in jury and witness fees, court-appointed attorney expenses
and magistrate court leases.

¢ General Control

In contrast, and aside from the agencies whose appropriations the governor vetoed wholesale,
agencies classified as "general control” take the biggest hit in terms of year-over-year reductions to recurring
funding levels. They receive 6.7% less in General Fund appropriations. Agencies in this category include
the Taxation and Revenue Department, the DFA and the General Services Department (GSD). Much of
that decrease, however, reflects factors that make the comparison between FY 2018 and FY 2017
appropriations unsuitable.

For instance, the GAA newly provides for an appropriation of $6 million from the State Road
Fund to the Motor Vehicle Division of the Taxation and Revenue Department. The appropriation
reduces by that amount the recurring funding needed by the department from the General Fund.

In the case of the DFA, the decrease in General Fund appropriations is partly attributable to
changes in how some appropriations are classified and to reductions to, or vetoes of, the agency's special
appropriations®. Specifically, as discussed, some programs formerly funded as DFA special appropriations

SDFA special appropriations are those used not for operations, but rather those that pass through the agency for transfer out of it. Many of these
appropriations are for the payment of membership dues and fees. Most of the special appropriations vetoed relate to the legislature and were
presumably executed as part of an effort to strike all funding for the legislature.
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are funded now through appropriations to the CYFD.

The GSD and the Office of the Attorney General, on the other hand, receive more in General
Fund appropriations than they did in FY 2017. The GSD's 5.7% bump is partly due to a shift in how
money is appropriated: the department is assuming the costs of maintenance of the Department of Public
Safety's (DPS's) Santa Fe campus. For the Office of the Attorney General, a substantial 18.1% increase is
intended to make up for a slack in revenue to the Consumer Settlement Fund. The office will also receive
$1 million in special, nonrecurring appropriations — $400,000 from the General Fund and $600,000
from the Improvement of Rio Grande Income Fund — to defend the state against Texas in a lawsuit
alleging violation of the compact governing the distribution of water from the Rio Grande.

The appropriations to several offices under the bill section titled "General Control", including
those of the governor, lieutenant governor, secretary of state and state treasurer, remain unchanged from
their FY 2017 levels.

¢ Agriculture, Energy and Natural Resources

On the whole, agencies under the bill section titled "Agriculture, Energy and Natural Resources"
receive a 3.1% decrease in recurring funding. The appropriation to the largest of those agencies, the
Cultural Affairs Department, stays flat, while those to the New Mexico Livestock Board and the Intertribal
Ceremonial Office each drop by 35.1%. In the first case, the drop corresponds to an increase in funding
from the board's own general fund. In the second, the act does not provide for another source to fill the
void.

Special, nonrecurring appropriations in the same amounts and from the same sources as those
made to the attorney general for defending the state in Rio Grande Compact litigation are made also to
the state engineer.

¢ Commerce and Industry

Most agencies under the bill section titled "Commerce and Industry", including the Tourism
Department, the Economic Development Department and the Regulation and Licensing Department, will
experience relatively minor recurring funding decreases. Others, like the Public Regulation Commission
(PRQC), the Gaming Control Board and the State Racing Commission, will see no change in their
recurring funding levels. Only the Office of Military Base Planning and Support will receive more
recurring funding than it did in FY 2017 — a relatively sizable increase of $45,000, or 24.7%.

In contrast, the Spaceport Authority will experience a pronounced decrease of 10.4% in its
recurring funding. The drop signifies a gradual realization of the aim that the authority shift away from
dependence on the General Fund and toward reliance on revenue from its commercial enterprises. It
further reflects the hope — if not the expectation — that Virgin Galactic commercial flights from the
spaceport will begin in FY 2018.

Notably, lawmakers continue the trend of making considerable investments in economic
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development and job-creation programs. The act makes special, nonrecurring appropriations to the
Economic Development Department for the Job Training Incentive Program and for projects undertaken
in compliance with the Local Economic Development Act. Specifically, it appropriates $10 million for
the Job Training Incentive Program, up to $1 million of which may be used for the department's nascent
Solo-Worker Program. Meanwhile, $7 million is earmarked for local economic development projects.

¢ Higher Education

As discussed, most appropriations to institutions under the "Higher Education" section of the act
were vetoed. The only one preserved from veto is one for nearly $34.5 million to the Higher Education
Department (HED). The figure represents a .3% decrease in the agency's recurring funding.

¢ Other Appropriations, Adjustments and Transfers

Relying instead on federal funding (about $401.5 million), money from other state sources (about
$467.5 million) and internal service funds (about $1.4 million), the Department of Transportation
(DOT), as in the past, receives no General Fund money for its operations.

4 Contingencies

One appropriation from the General Fund would have been made, but for its contingence on
legislation that failed: $9 million to the Taxation and Revenue Department. The appropriation was
conditioned on the enactment of comprehensive tax reform legislation and would have been used to
implement the changes that the reform required.

Also subject to a contingency is an appropriation of $250,000 from the General Fund to the
Energy, Minerals and Natural Resources Department (EMNRD) to begin remediation of a brine well in
Carlsbad that is prone to imminent collapse. The appropriation depends on matching funding from the
City of Carlsbad and from Eddy County.

¢ Governor's Vetoes

The governor exercised her veto power to strike parts, in addition to those discussed, of the GAA.

All vetoes to the act are summarized in Appendix B.

Feed Bill

House Bill 1 (Chapter 4, p.v.), commonly known as the "feed bill" because of its yield of funding
for the legislative session, followed an unusually rocky course this year. Ordinarily the first bill passed and
signed into law, this year's feed bill was the fourth bill enacted. Also in a break from feed bills in previous
years, which have contained appropriations for virtually all of the legislative branch's expenses, this year's
version was stripped of its funding for interim costs and for agencies, including the LCS, the Legislative
Education Study Committee (LESC) and the Legislative Finance Committee (LFC). Instead, the
legislature proposed — but the governor vetoed — funding for those costs and agencies in the GAA.

Nonetheless, the feed bill appropriates $9.5 million from the General Fund for legislative
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purposes. Of that amount, $8.6 million provides for the operations of the 2017 regular session and
$850,800 for costs associated with the Legislative Information System during the current and next fiscal
years. The governor vetoed an $800,000 appropriation for the Administrative Office of the Courts that
had been added to the bill as an emergency measure to cover jury and witness fees and the office's

operations.

Other Appropriations

Following a recent event in which the use of a tourniquet saved a police officer's life, lawmakers
changed the schedule of distributions from the Law Enforcement Protection Fund with amendments
made in House Bill 9 (Chapter 35). Distributions from the fund now include one that allows the New
Mexico Law Enforcement Academy to buy tourniquets and provide trauma kit training. The law entitles
the academy to an annual distribution of $24,500 from the fund for those purposes and for producing

training videos.

Public Finance

Lawmakers dedicated much of the session, especially its first several days, to addressing the state's
financial troubles. The first three bills signed into law, House Bill 4 (Chapter 1), Senate Bill 113
(Chapter 2, p.v.) and Senate Finance Committee Substitute for Senate Bill 114 (Chapter 3) (Senate Bill
114), take an array of approaches to improving the state's fiscal situation.

House Bill 4 affects four funds and the entities that receive distributions from them. The bill:

» puts fire districts and municipalities on an accrual accounting basis in regard to the
Fire Protection Fund, the Fire Protection Grant Fund and the Law Enforcement Protection Fund;

» aligns revenue and expenditures of a given fiscal year by putting those funds, along
with the Insurance Operations Fund, on a periodic allotment schedule;

» requires that balances in the funds revert to the General Fund each year; and

» eliminates the transfer of money from the Fire Protection Fund to the Fire Protection
Grant Fund for FY 2017 and FY 2018.

The LFC estimates that, with these changes, the General Fund will receive $78.3 million in FY
2017 and $10.7 million in FY 2018 — windfall revenues that, though nonrecurring, will help balance
those years' budgets and strengthen the state's cash reserves.

A second measure for helping balance the current fiscal year budget redirects portions of certain
school districts' and charter schools' cash balances to the General Fund. Senate Bill 114 requires the
secretary of public education to apply portions of those balances as credits toward the districts' and
schools' FY 2017 state equalization guarantee distributions. The amount of each affected entity's credit is

based on the entity's share of the total statewide program cost. The most financially strained school
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districts and charter schools are held harmless from the cuts.

The third in the string of early-in-session efforts to shore up revenue and fortify reserves — Senate
Bill 113 — reduces by $8 million the year's appropriations to the PED for department-sponsored
initiatives. The law also sweeps money in a variety of state funds, including the Tobacco Settlement
Permanent Fund, for transfer to the General Fund.

House Bill 261 (Chapter 5), another swiftly enacted bill, fills the funding void that remained after
the governor's veto of judiciary-related funding in House Bill 1. The law addresses anticipated FY 2017
shortfalls for the state's court system. It makes a supplemental appropriation of approximately $1.6
million to the Administrative Office of the Courts for operational needs and for the Jury and Witness Fee
Fund. To ward off concerns about the possible need for staff furloughs at the New Mexico Supreme
Court, the legislation also makes a supplemental appropriation of $80,000 to the court.

With the enactment of House Bill 259 (Chapter 47), counties may now use revenue from two
gross receipts tax increments for emergency communications equipment for certain emergency
communications centers. In addition, counties may pledge the revenue to repay bonds issued to buy that
equipment. The bill also makes technical changes to statute text.

Senate Bill 154 (Chapter 80) temporarily revises distributions from the Tobacco Settlement
Permanent Fund, which receives distributions from tobacco manufacturers pursuant to the Master
Settlement Agreement. In FY 2018, 100% of the amount distributed to the permanent fund will be
distributed to the Tobacco Settlement Program Fund, up from the 50% distribution originally established
in statute. This is the seventh fiscal year in the past decade in which the permanent fund's entire
distribution was temporarily passed on to the program fund.

The Wastewater Facility Construction Loan Fund, which is administered by the Department of
Environment, was the topic of two bills signed into law. House Bill 64 (Chapter 100) appropriates $1.3
million to the fund as state matching funds that will make available a $6.5 million allocation in federal
funding to finance wastewater and storm water projects. Until now, only local authorities were eligible for
financing from the fund; however, House Bill 415 (Chapter 114) authorizes state agencies to apply for
wastewater and storm water project financing from the fund as well.

Senate Bill 43 (Chapter 120) allows public bodies, in a public meeting, to delegate authority to
make bond pricing decisions and to serve in a fiduciary capacity for the body to ensure accountability.
The delegation authority benefits the DOT, which can schedule pricing for bond offerings based on
favorable market conditions rather than based on the meeting schedule for the New Mexico Finance
Authority NMFA) board, which approves bond sales for the department. In addition to possibly reducing
borrowing costs, this change brings New Mexico into conformance with national standards and

expectations on how public securities are sold and sales are approved.
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New Mexico Finance Authority

As required in statute, the NMFA received legislative approval during the session to make loans
and grants for public infrastructure projects statewide. House Bill 268 (Chapter 50) gives authorization to
the NMFA to make loans from the Public Project Revolving Fund to 101 projects around the state.
Senate Bill 44 (Chapter 22) authorizes the NMFA to make loans and grants from the Water Project Fund
for 32 qualifying projects recommended to the legislature by the Water Trust Board. Lists of the projects
authorized in these bills may be found in Appendix B.

House Bill 256 (Chapter 29) appropriates $1.8 million from the Public Project Revolving Fund to
the Drinking Water State Revolving Loan Fund. The appropriation matches $8.8 million in federal grant
funds available under the Safe Drinking Water Act program administered by the federal Environmental

Protection Agency.

Capital Outlay

For the first time since 2001, the year's omnibus capital outlay bill was vetoed in its entirety by the
governor. Senate Finance Committee Substitute for Senate Bill 462 (Senate Bill 462) would have
allocated roughly $46 million in severance tax bonding capacity to restore public school cash balances that
were swept away in Senate Bill 114 earlier in the session. Senate Bill 462 would have:

» transferred balances from numerous other state funds to the 2017 appropriation
account of the General Fund;

» made a $6 million transfer from the Capitol Buildings Repair Fund to the General
Fund to restore prior year allotments; and

» suspended a portion of the severance tax bonding capacity allocation for water
infrastructure projects in FY 2017, while preserving a portion of the severance tax bonding capacity for
water rights adjudication.

The bill included roughly $26.2 million in severance tax bond funding and more than $10
million in appropriations from other state funds to address critical statewide infrastructure needs for
senior centers, roads, public schools, airports and state and judicial buildings and facilities. The bill did
not include any individual district capital project appropriations.

The year's capital outlay reauthorization bill, Senate Finance Committee Substitute for Senate
Bill 362 (Chapter 133), survived the governor's veto pen unscathed. The bill reauthorizes 130 prior-year
appropriations to extend project expenditure or certification periods; change, expand or clarify project
purposes; and change project locations or administering agencies. The bill includes two transfers of $1
million each from the Fire Protection Fund and the Fire Protection Grant Fund to the General Fund to
restore reserves. In addition, the bill appropriates more than $1.5 million of severance tax bond

appropriations that were set aside in the Art in Public Places Fund to: 1) the Cultural Affairs Department
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to upgrade exhibits at the Museum of Indian Arts and Culture in Santa Fe; and 2) the State Museums
Improvements and Exhibits Fund for repairs and upgrades to state museum facilities and exhibitions
statewide. Details on reauthorized projects may be found in Appendix C.

Related Bills

House Bill 8 - cigarette tax distribution to NMFA - see Taxation

House Bill 29 - Carlsbad Brine Well Remediation Fund - see Law Enforcement and Public Safety
HAFC/HJC/House Bill 536 - Sexual Assault Examination Kit Processing Grant Fund - see Law
Enforcement and Public Safety

Senate Bill 4 - Carlsbad Brine Well Remediation Fund - see Law Enforcement and Public Safety
Senate Bill 65 - Language Access Fund - see Courts

Senate Bill 222 - local public body definition exemption - see Local Government and Special Districts

BUSINESS AND CONSUMERS

Consumer protection is the focus of the session's business-related bills that passed and were signed
into law. New Mexicans gained protections in the realm of personal data security and increased coverage
under the laws that govern service contracts. In addition, certain disclosures to consumers are now
required from businesses that sell residential solar rooftop electric systems.

The Data Breach Notification Act, enacted in House Judiciary Committee Substitute for House
Bill 15 (Chapter 36), addresses concerns about violations of privacy, identity theft and consumer fraud
through the internet. The act requires any person that owns or licenses records containing personal
identifying information to arrange for the proper disposal of those records when they are no longer
needed for business purposes. The act further requires the person to protect the personal identifying
information from unauthorized access, destruction, use, modification or disclosure by implementing and
maintaining reasonable security procedures and practices appropriate to the nature of the information. If
a security breach occurs, a person that owns or licenses data elements that include personal identifying
information of New Mexico residents is required to notify each resident whose personal identifying
information is reasonably believed to have been breached.

Senate Corporations and Transportation Committee Substitute for Senate Bill 220 (Chapter
125) amends the Service Contract Regulation Act to expand the scope of service contracts covered by that
act. Providers of service contracts will now have the option of insuring those contracts through a
reimbursement insurance policy rather than through a cash or surety deposit with the superintendent of
insurance.

In recent years, some purchasers and lessees of solar rooftop electric systems — also known as
"distributed energy generation systems" — have found that long-term loans for their systems are attached to
their property, thus limiting resale potential and creating unforeseen financial burdens. The Distributed

Generation Disclosure Act, enacted by House Judiciary Committee Substitute for House Bill 199
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(Chapter 102), addresses this situation by requiring detailed disclosures to be included in agreements to
sell, finance or lease distributed energy generation systems. The act enumerates 19 elements to be
disclosed in the agreements, including long-term financial obligations and tax liabilities. The act also

requires that the attorney general adopt rules to implement and enforce its provisions.

Related Bills

House Bill 147 - Job Training Incentive Program - see Economic Development

HBIC/House Bill 260 - biosimilars regulation - see Health

HSIVC/House Bill 276 - Uniform Money Services Act amendments - see Financial Institutions
HJC/H]JC/House Bill 326 - Protecting Vulnerable Adults from Financial Exploitation Act - see Aging
HJC/HBIC/House Bill 347 - New Mexico Bank Installment Loan Act of 1959 and New Mexico Small
Loan Act of 1955 amendments - see Financial Institutions

SPAC/Senate Bills 82 & 128 - health care services contract restrictions - see Health

SCORC/Senate Bill 155 - workers' compensation benefits - see Employment and Labor

Senate Bill 229 - occupational health and safety - see Employment and Labor

SCORC/Senate Bill 411 - telecommunications services tax - see Taxation

CHILDREN

Bills that were enacted to provide protections for children cover a range of issues and are described
in various sections. Of the two bills described below, one eases access to informal caregiver supports, and
the other protects children against certain professional treatments deemed harmful to young people.
Please see the Education section for a description of the Hunger-Free Students' Bill of Rights Act and the
Health section for a bill on shaken baby syndrome prevention training.

Informal caregivers are those who, in the absence of a parent and without the involvement of the
court or other authorities, have assumed responsibility for a child. Because they do not have custody
under a court order, these caregivers have limited rights to make decisions regarding a child. A "caregiver's
authorization affidavit" enables an informal caregiver to enroll a child in school and make school-related
medical decisions, such as obtaining vaccinations and school-enrollment medical examinations, but statute
only authorizes certain relatives to complete these affidavits. House Bill 394 (Chapter 62) removes the
requirement that an informal caregiver be a relative of the child and allows an informal caregiver to obtain
medical or dental services other than those required for participation in school, regardless of the child's
age. It also authorizes informal caregivers to enroll children of pre-kindergarten age for services, including
early intervention, child care, Head Start and preschool services.

With amendments made by Senate Bill 121 (Chapter 132), the practice of "conversion therapy" on
individuals under 18 years of age is now grounds for disciplinary action against professionals licensed
pursuant to the Nursing Practice Act, the Medical Practice Act, the Professional Psychologist Act, the
Osteopathic Medicine Act, the Counseling and Therapy Practice Act and the Social Work Practice Act.

Conversion therapy is defined, with certain exclusions, as any practice or treatment designed to change a
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person's sexual orientation or gender identity. The bill also amends a provision of the Nursing Practice
Act to provide immunity from liability arising out of a civil action for anyone who files a disciplinary

complaint with the Board of Nursing "with reasonable care" instead of "without actual malice".

Related Bills

House Bill 411 - point of contact for children in foster care and juvenile justice system - see Education
Senate Bill 21 - shaken baby syndrome prevention training - see Health

SJC/Senate Bill 91 - childhood sexual abuse statute of limitations - see Law Enforcement and Public Safety
Senate Bill 374 - Hunger-Free Students' Bill of Rights Act - see Education

CONSTITUTIONAL AMENDMENTS

This year's legislative actions concerning constitutional amendments touched on not only the state
constitution but, in a rare occurrence, the federal constitution as well. The LCS publishes an analysis of
and arguments for and against proposed amendments to the Constitution of New Mexico prior to any
election in which they appear. The next publication, titled Summary of and Arguments For and Against the
Constitutional Amendments Proposed by the Legislature in 2017 and 2018, will be released by the LCS in the
summer of 2018.

A number of bills proposing some type of independent administrative body to oversee various
statutes governing the conduct of public officers and employees, as well as political campaigns, lobbyists
and government contractors, have been introduced over the past 10 years, but none has passed both
houses of the legislature. This year, proponents of such a body took a different tack and managed to pass
House Judiciary Committee Substitute for House Joint Resolution 8 (C.A. 2), which proposes an
amendment to the Constitution of New Mexico to establish a seven-member state ethics commission,
whose duties and jurisdiction would be provided by law.

Article 6, Sections 13 and 27 of the Constitution of New Mexico currently restrict the authority of
the legislature to regulate the appellate jurisdiction of courts inferior to the Court of Appeals. Senate
Rules Committee Substitute for Senate Joint Resolution 1 (C.A. 1) proposes to amend those sections of
the constitution by removing the restrictions that currently limit the legislature's ability to enact statutory
adjustments to processes for appealing lower court decisions.

Article 5 of the United States Constitution provides an alternative mechanism for proposing
amendments to the constitution in which, upon application of at least two-thirds of the state legislatures,
Congress must call a convention — commonly referred to as a "constitutional convention" — for proposing
amendments. Any proposed amendments that come out of a constitutional convention still require
concurrence by three-fourths of the states before ratification.

In 1951, 1965 and 1976, the New Mexico Legislature passed joint resolutions applying to
Congress to call a constitutional convention. The resolutions specified particular purposes to which the

convention should be limited, including: 1) requiring the nat