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Public Education Funding Formula

 New Mexico’s school funding formula was changed substantially in
1974 to a student-based foundation formula and recognized as a
national model

« The formula supports the Legislature’s policy that all students are
entitled to an equal education opportunity despite differences in local

school district wealth
— “Equal treatment of equals and unequal treatment of unequals”

 The formula treats school districts and charter schools the same and
has been changed over 80 times since inception.




Public Education Funding Formula

« The formula uses 28

= 1.440 x (Developmentally Disabled 3- and 4-year olds and Kindergarten Students)

distinct components | MembershipUnits  [BSERSEanlRR
to generate units and " Staffing Cost Multiplier |\ Caa i T
allocate $4 billion in , T

Special Education Units S R

funds to public
schools

» 2000 x Developmentally Disabled 3- and 4-year olds

* 0.500 x Bilingual 2l Pr x Program Hour Ratio
2 B = 0.055 x Elementary Fine Arts Program Students

Educational Program Units » 0,060 Elementary Physical Education Students

= 0012 x K-12 Plus Tier 1 Days

* 0016 x K-12 Plus Tier 2 Days

* Program units are the
product of the
number of students
enrolled in a program
or category multiplied
by a cost differential

« 1.000 x Students in Small £l y-luniar High Schools <200 x [200-Students/200)
= 2.000 x Students in Small Senior High Schools <200 x (200-5tudents/200) or 1.600 x Students in
Size Adjustment Units S pr el

* 1.000 x [200-Students in Micro District <200}

s 0U150 x Students in Aural District >40% Rurality x Rural Population fate

* 0.330 x Students x At-risk Index [Surn of 3-yesr averages of Title |, English Learner, and mobility)
* 1.500 x Student Enroliment Growth over 1% (Current Year)

. T . # 0.500 x Student Enrolirment Grawth (Curment Year)

Site Characteristics Units » 1,500 x Natianal Board Certified Teachers FTE

= 0.100 x Charter 3chool Students in School District Activities

= (U100 x Home School Students in School District Activities

* 0.250 x Home School Students Enrolled in Public School Classes

State Equalization
. - s 90% of Energy -
Total Program Units .4l Unit Value =

“I+I+I+I+

New Mexico Public School Funding Formula




Trends: Formula Components

_ ) . FY24 Preliminary Funding Formula
« The formula is primarily (in millions)

driven by Basic MEM
units, however, some site-
specific units (like size
adjustment) can be 5
sianificant f)or smaller N " 1512
districts and charters : '

9% 4%
Size Adjustment
« Since FY18, the formula $14‘tf5'2

has changed from:

‘
_ Basic MEM at 63% \\

Staffing Cost
Multiplier
$153.9

Bilingual/Fine

K-12 Plus

B e 113.5
Transitioning from the S IS $ 1
training and experience $2.297.9 ’
index at 7% to the staffing 57% Other Units
cost multiplier $37.5

— At-risk index at 4%

— Eliminating size adjustment
in districts with 2,000 MEM FY24 Preliminary Unit Value: $6,241.67

— Addition of K-12 Plus Source: PED

1%




Trends: Student Membership

« Overall enrollment has declined in recent years and student counts
have not recovered to prepandemic levels

Student Membership History
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*Data based on preliminary figures
Source: PED




Trends: Appropriation Levels

* Public school funding has
grown substantially in recent .
years s

* FY24 increases: $302 million .
recurring (8%) and $183 million |
nonrecurring funding 25 |

» Appropriations grew 49% since  **]
FY19 (Martinez-Yazzie ruling), .|
or $1.3 billion; about half of the .|
Increase is attributable to wo+8.-T.8 S K ENEEEE e Rl e
educator pay and benefits

Operational Funding for Public Schools
(in billions)

m State Equalization Guarantee m Federal Impact Aid and Local Mill Levy

® Federal Emergency Relief Funds

*Estimated figures
Source: LFC Files




Trends: Local Resources

« Schools are still spending down federal pandemic aid ($600 million
left in American Rescue Plan dollars) and growing operational
reserves (reaching 17 percent)

New Mexico Schools Federal ESSER Grants Statewide School Cash Balance History
(in millions) (in millions)
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Trends: Student Performance

« Student proficiencies are at 38 percent for reading and 24 percent for
math; multiple test changes impair comparability of results over time

Reading Proficiency Rates Math Proficiency Rates

90% 90%

80% ° 80%

70% e 70%

60% 60%

50% ¢ 50% ¢ °
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40% e 40% °
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0% 0%
2015 2016 2017 2018 2019* 2020* 2021** 2022** 2023** 2015 2016 2017 2018 2019* 2020* 2021** 2022** 2023**
= = = All Students =@ \\\ hite e Black =@ Hispanic @ ASian
e Native e=—@=== | oW Income e==@=== Special Education ===@=== English Learner

*Students took the PARCC test from 2015-2018, TAMELA in 2019, and MSSA from 2021-2023. No statewide tests were conducted in 2020. MSSA results are not directly
comparable to PARCC or TAMELA results.

**Testing in 2021 was optional and results are not representative of the student population. PED notes some results in 2023 may be inaccurately reported.

Source: PED




Trends: Student Performance

« Chronic absenteeism rates remain high at 36 percent and high school
graduation rates have hovered around 76 percent

Student Chronic Absenteeism Rates Statewide Four-Year Graduation Rates
60% 100% -
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Note: PED relaxed some requirements for high school graduation for the graduating classes of 2020 and 2021
Source: PED, LESC
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Trends: Educator Workforce

« Teacher salaries are competitive within the region and more
candidates are completing teacher preparation programs; however,
chronic vacancies persist, particularly for special education

Average Teacher Salaries Educator Preparation Program Completers
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Trends: Public Education Reform Fund

For FY24, the Legislature allocated $183 million from the public
education reform fund (PERF), including appropriations for recurring
PED “below-the-line” initiatives

Estimated remaining PERF balances for FY25 are $55 million

Public Education Reform Fund Initiative FY24 Nonrecurring
(in thousands) Appropriation

K-12 Plus

Career Technical Education
Out-of-School Learning
Family Income Index
Teacher Residency
Community Schools

Teacher Preparation Affordability Scholarship

Source: LFC Files

$60,000.0
$20,000.0
$20,000.0
$15,000.0
$13,000.0
$10,000.0

$8,000.0




Trends: K-12 Plus

House Bills 2 and 130
K-12 Plus Statutes
SEG Allocation
$113.5 million (18,188 units)

Tier 1: 0.012 units per MEM per day above 180
days*

Tier 2: 0.016 units per MEM per day above 190
days*

1,140 instructional hours

Up to 60 instructional hours in elementary and
30 instructional hours in secondary can be
used for professional work time

Schools cannot provide fewer instructional
hours to students in FY24 than instructional
hours provided to students in FY23

PED K-12 Plus

Out-of-School Time (OST)
PERF Appropriation

$60 million (10,200 units)

0.012 units per MEM per 8 hours of K-12 Plus
OST within Tier 1 threshold*

0.016 units per MEM per 8 hours of K-12 Plus
OST within Tier 2 threshold*

Maximum of 48 hours of K-12 Plus OST
eligible for program units

K-12 Plus OST must be at least 2 hours per
day, outside normal school day, offered to all
students and aligned to standards

Must include transportation, healthy snacks,
free activities, and 15:1 student-to-teacher ratio

*For schools with a 5-day school week schedule. Schools on a 4-day school week schedule generate Tier 1 units for each day above 155 days and Tier 2 units for each

day above 165 days.
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Trends: K-12 Plus

° On|y 45 districts and K-12 Plus Formula Funding
charters received K-12 Plus 1,000 2000 3,000 4000 5000

o

O ST fU nds Las Cruces (188 days, 343 OST hours)

Rio Rancho (190 days, 119 OST hours)

Gadsden (182 days, 48 OST hours)

« Over half, or $34 million, of Hobbs (183 days, 88 OST hours)
K-1 2 PIUS OST fundS W|” Los Lunas (191 days, 136 OST hours)

. . Alamogordo (183 days, 176 OST hours)

gO tO fOU r Iarge d |Str|CtS Deming (186 days, 200 OST hours)

Central (182 days, 58 OST hours)
Lovington (191 days, 88 OST hours)

* No statutory provisions for Albuguerque (182 days, 0 OST hours)
K_12 P|US OST Grants (181 days, 176 OST hours)

Los Alamos (191 days, 38 OST hours)
Moriarty (184 days, 272 OST hours)
Bloomfield (177 days, 88 OST hours)

* NeWPED proposed rUIe Explore Academy (191 days, 48 OST hours)
requires schools to prOVIde Las Vegas City (186 days, 232 OST hours)
180 instructional days, Hatch (184 days, 80 OST hours)
exclusive of teacher
professional work hours

EK-12 Plus Units (SEG) @OST Units (PERF)

Note: Days and out-of-school time (OST) hours are weighted averages based on student
enroliment. OST hours are derived from reported OST days and assumed to be 8 hours per day.
Source: PED
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Considerations

K-12 Plus OST “units” and instructional day increases

Recruiting hard-to-staff positions, especially for special education
Declining student enrollment

Recurring public education reform fund programs

School leadership

Accountability for results




Higher Education Formula

Higher Education Finance Terms

FY24 HEI Funding by

Instruction and General: This is funding for (iﬁar:]‘?lﬁgg)
basic operations including instruction,
administration, campus operations, and student $34.5

support.

Categorical Funding: This includes athletics,
educational television, teacher pipeline, and
tribal education initiatives.

Research and Public Service Projects
(RPSP): Like categorical funding, these are
single line items related to projects that are not
necessarily base operations and include things
like the judicial selection committee at UNM, the
Department of Agriculture at NMSU, and the = 12G
Bureau of Geology at New Mexico Tech.

m Categorical m RPSP

Source: LFC Files




Background: &G Funding Formula

« The Higher Education funding formula distributes
new money to Higher Education Institutions.

— The formula is a base-plus model which protects the
prior year base appropriation regardless of workload Funding Formula

declines. Measure Weights, FY25
— Until FY23, the formula included a “redistribution”

which shifted funding from low-performing institutions
to higher-performing institutions. This component has
been discontinued and was not considered for
inclusion in the FY25 funding formula.

« The Funding formula uses 12 outcomes
measures to direct additional funding.

— Outcome measures include the number of credit hours
delivered, number of awards granted, student retention
for community and comprehensive colleges, and
research activity.

— Institutional Performance Premiums (IPP) measures o
provide an additional funding if institutions meet = Standard = IPP = Mission
certain performance thresholds for credit hours and
awards.

Source: LFC Files




Funding Formula Components

END OF COURSE STUDENT CREDIT HOURS (EOC SCH)
Applies to all sectors (Research, Comprehensive, 2-Year) — 19.0%
Credit hours completed by the student and counted at the end of a semester. The raw EOC SCH
data is weighted on a cost factor matrix. Based on a 3-year average of the most current data
available.
Institutional Performance — 10% of the funding is first distributed to institutions that qualify by
exceeding their prior year performance or 90 percent of their prior 5-year performance (excluding
the prior year). The remaining balance is allocated to the regular allocation of the formula and
distributed
TOTAL AWARDS
Applies to all Sectors — 31%
The total number of students that graduated with a degree or certificate. Only the highest-level
award is counted if a student earns multiple awards in an academic year. FY24 includes “In-
demand Work Force Credentials” and excludes “General Education Certificates.” The raw data is
weighted on a cost factor matrix. Based on the most current 3-year average.
Institutional Performance — See EOC SCH “Institutional Performance”

STEMH-W AWARDS
Applies to all Sectors — 11.5%
The total number of students that graduated with an award in the Science, Technology,
Engineering, Mathematics, and Health field and in-demand workforce. Excludes “General
Education Certificates.” The raw data is weighted on a cost factor matrix. Based on the most
current 3-year average.
Institutional Performance — See EOC SCH “Institutional Performance”
AT-RISK AWARDS
Applies to all Sectors — 18.5%
The total number of financially at-risk students that graduated with an award and have an
expected family contribution that is less than or equal to $6,206 per year (based on FAFSFA
financial aid files). FY24 includes “In-demand Work Force Credentials” and excludes “General
Education Certificates.” Based on the most current 3-year average.

Institutional Performance — See EOC SCH “Institutional Performance”

MOMENTUM POINTS 30 (MP30)
Applies to 2-year and Comprehensive Sector — 2.8%
MP — Momentum Points. Total number of Students that have completed 30 credit hours with a
D- grade or higher, including “S” and “P”. Institutions can share points based on the proportion of
credits taken at each respective institution.

MONENTUM POINTS 60 (MP60)
Applies to Comprehensive Sector- 3.14%

MP — Momentum Points. Total number of Students that have completed 60 credit hours with a
D- grade or higher, including “S” and “P”. Institutions can share points based on the proportion of
credits taken at each respective institution.

DUAL CREDIT
Applies to 2-year and Comprehensive Sector — 3.0%

Total number of student credit hours taken by “dual credit students.” Based on the most current
3-year average and weighted by tuition charged.

RESEARCH
Applies to Research Sector — 11.1%

Distributes funding based on a fixed distribution recommended by the LFC for FY22 and
is no longer tied to research expenditures.

Prior to the change, the distribution was based on Expenditures related to out-of-state grants
and contracts that are done by the research institutions. Based on a 3-year average of the most
current audited expenditures from the Annual Financial Report, Schedule of Expenditures of
Federal Awards (SEFA) and Private grants and the statement of revenue, expense, and change
in net assets.
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Funding Formula Distribution

FY24 1&G FUNDING FORMULA

INSTITUTIONAL PERFORMANCE
Premium Allocation {IPP)

$573,640
10% of Shared Measures

¥

Performance Premium
Allocation by Measure
All Institutions

EOC 5CH-19.0% Awards - 3L.0%
$136,240 $222,286

[ STEMHW - 11.5% [ At-Rizsk - 18.5%

$82.461 $132.654

SHARED

$5,736,400
80% of New Money

= ey

Target Met = Premium Allocation $
{1) Current Yr. Wt. Units > Prior Yr. Wt. Units
(2) Current ¥r. Wt. Units > Floor Wt. Units

IPP Distributed Formula
$355,354

Ar
$154,174

wards
At-Risk
$89,570

Unallocated IPP
$218,286

NEW MONEY
FY24

Prior Year Base
FY23 - $717,050,000

$7,170,500
1.0% of Prior Year Base
MISSION SPECIFIC
$1,434,100
20% of New Money

STANDARD ALLOCATION

$5,381,046
90% of Shared Measures + Unallocated IPP
$5,162,760 + $218,286

2 ) 4

Standard
Allocation by Measure
All Institutions

EOC 5CH-19.0% Awards — 31.0%
$1318610 32,068,631

STEMHW - 20.0% AtRisk— 20.0%
$756,781 $1.236,973

4

Standard
Distributed Formula
$5,381,046

Mission Specific
Distributed Formula
$1,434,100

MP30 2.80% Dual Credit - 3.00%
$200.774 $215.115

MP6D - 3.14% Research - 1L.06%
$225,154 $793,057

TOTAL DISTRIBUTED FORMULA
Inst. Perf. Prem. + Standard + Mission Specific
$355,354 + $5,381,046 + $1,434,100
Total Formula = $7,170,500
Plus
MNon-Formula Adjustments = 15,780,200

GRAND TOTAL I1&G NEW MONEY = 740,000,800, ra - HeD consuiaant

EOC SCH Award:
$1.318,610 52,068,681

STENMHW At Risk
$756,781 $1,236.973




Formula Changes

Changes to the funding formula are considered on an annual basis.

Changes are brought to the funding formula technical advisory
committee consisting of LFC, DFA, HED staff and representatives of
higher education institutions.

The technical committee generally meets several times to discuss
objectives for the formula and changes to create incentives to reward
progress.

For FY25, the committee recommended two primary changes:

— Increasing the proportion of the formula dedicated to institutional performance from
10 percent to 20 percent;

— Creating 4 qualification tiers to recognize difference in the rate of progress.



Summary of Endowment Awards

(in thousands)

Status of Endowments

Institution

Education

Nursing

Social Work

NMSU

6,000

2,500

16,500

NM Tech

5,000

UNM

17,000

10,500

UNM-HSC

6,500

ENMU

9,000

NMHU

10,000

2,500

8,000

NNMC

2,500

2,500

WNMU

5,000

2,000

6,000

CNM

2,000

3,000

DACC

2,500

MCC

2,000

SFCC

2,000

SJC

2,000

UNM-G

2,500

2,500

Total

50,000

30,000

50,000

Source: LFC Files

The Legislature made $130 million in
nonrecurring appropriations to higher
education institutions in 2022 to establish
endowments for nursing, teacher
education, and social work.

— $20 million was appropriated in 2023 for financial
aid and paid practicum endowments for social
work programs in addition to the $50 million shown
to the left.

All of the appropriations made have been

distributed to higher education institutions.

Endowment spending requires time for
institutions to invest the funding to generate
investment returns.

Generally, endowment funds are invested
by the foundation of the higher education
institution to which they were awarded.
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Questions?

Connor Jorgensen, Principal Fiscal Analyst, LFC
Connor.Jorgensen@nmlegis.gov
(505) 986-4577

Sunny Liu, Principal Fiscal Analyst, LFC
Sunny.Liu@nmlegis.gov
(505) 986-4572

More LFC Budget and Policy Documents can be found at:
https://www.nmlegis.gov/Entity/L FC/Default
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