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Bill Title: Public School Funding Formula Changes
Sponsors: Rep. G. Andres Romero, Sen. Mimi Stewart

Synopsis: Replace district poverty and mobility factors in the at-risk index with school poverty and 
exited English learners (EL) factors. Raise basic formula weights for sixth through 12th graders.

House Bill 2 Appropriations
• $300.7 million to add Family Income Index to at-risk program units
• ($163.2 million) to remove Title I from at-risk program units
• ($99.3 million) to remove student mobility from at-risk program units
• $91.3 million to raise secondary student base membership factors to 1.3
• $3.5 million to add new exited EL program units
• $1 million for a hold harmless provision
• Subtotal: $133.9 million for formula changes and hold harmless

Estimated Additional FY26 Fiscal Impact: $3 million (FIR), $8.7 million (PED)



Fiscal Notes
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Fiscal Impact Report
Provisions of this bill would shift the share of SEG funding substantially in several ways: from schools with higher-income 
students to schools with lower-income students, from schools with more transient students to all schools, to schools that 
recently exited students from EL status, and to schools serving secondary students. As a result, charter schools serving 
higher-income students and no secondary students will experience the largest program unit losses. 

LESC Analysis
Of note, the proposed bill would require each charter school to generate its own at-risk index based on the concentration 
of poverty in each charter school, rather than the current requirement in Section 22-8-6.1 NMSA 1978, that requires a 
charter school be assigned the at-risk index of the school district in which it is geographically located…These units would 
not be evenly distributed across all school districts and charter schools; some individual school districts and charter 
schools may see reduced at-risk units given the changes to the methodology.

PED Analysis
Under these projections, all budget entities, including school districts and charter schools, would see a positive overall 
change in SEG program cost projections in FY26. After the expiration of hold-harmless provisions, however, the equitable 
distribution of at-risk funding introduced by HB63/aHEC/aHAFC may result in relative losses for 60 budget entities, based 
on LESC projections.



HB2 Hold Harmless Language
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State-Support Reserve Fund $40 million transfer (Sec. 10)
The general fund transfer is in fiscal year 2025. Up to one million dollars ($1,000,000) of this 
transfer may be used by the public education department to supplement a school district’s or 
charter school’s program costs in fiscal year 2026 contingent on enactment of House Bill 63 
or similar legislation in the first session of the fifty-seventh legislature, if calculated program 
units in fiscal year 2026 are less than final program units in fiscal year 2025 and reductions 
are attributable to implementation of funding formula changes in the bill. 

Two conditions to supplement LEA program cost in FY26:
• If FY26 calculated units < FY25 final units and
• Reductions are attributable to implementation of HB63 formula changes



PED Hold Harmless Methodology
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HB2 Language Conditions:
• If FY26 calculated units < FY25 final units and
• Reductions are attributable to implementation of HB63 formula changes

PED Hold Harmless Calculation:
• Calculate: (FY26 Grade 6–12 MEM Units + FY26 At-Risk Units + FY26 EL Units) 

− (FY25 Grade 6–12 MEM Units + FY25 At-Risk Units) = Hold Harmless Units
• Then allocate the $1 million based on each eligible LEA’s prorated share of the 

total number of hold harmless units
• Total hold harmless units calculated: 1,273.86 units or $8.7 million at 

current unit value for 20 districts and 37 charters (57 total)



PED Hold Harmless Allocations
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PED Hold Harmless Trends
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Significant Trends
• HB63 increased the at-risk multiplier for the three largest hold harmless awardees

• All things equal, these awardees should have gained more units this year
• However, a decrease in enrollment resulted in a larger award under this method because 

the at-risk multiplier is applied to student counts
• HB63 also increased the at-risk multiplier for half of all awardees (14 districts and 14 charters)

Alma d’Arte FY25 
Final

FY26 
Prelim Change

6th-12th MEM 131.0 65.0 -66.0

6th-12th Units 163.8 84.5 -79.3

At-Risk Multiplier 0.165 0.277 +0.112

At-Risk Units 21.6 13.7 -7.9

At-Risk Units with 
FY25 MEM 21.6 36.3 +14.7

Espanola FY25 
Final

FY26 
Prelim Change

6th-12th MEM 1,421.0 1,310.0 -111.0

6th-12th Units 1,881.6 1,852.9 -28.7

At-Risk Multiplier 0.244 0.392 +0.148

At-Risk Units 667.3 604.9 -62.4

At-Risk Units with 
FY25 MEM 667.3 1,072.1 +404.8

International 
School at MDS

FY25 
Final

FY26 
Prelim Change

6th-12th MEM 142.5 93.0 -49.5

6th-12th Units 386.3 314.4 -71.9

At-Risk Multiplier 0.190 0.200 +0.010

At-Risk Units 61.9 38.3 -23.7

At-Risk Units with 
FY25 MEM 61.9 65.2 +3.3



FY26 Program Unit Changes from FY25
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School Calendar Trends
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• In FY26, 10 school districts, 3 local charters, and 5 
state charters switched from a 5-day school week to 
a 4-day week (1 local charter and 1 state charter 
switched from a 4-day week to a 5-day week)
• Of LEAs making the switch to a 4-day week, 12 

LEAs received more K-12 Plus program units 
despite decreasing total school days and 
instructional days per week

• 69 LEAs maintained or extended school calendars 
(average 2 days longer)

• 118 LEAs shrunk school calendars (average 8 days 
shorter)

• K-12 Plus program units in FY26 fell by 798.5 units
• The 10 largest districts gained a net total of 196.2 

K-12 Plus units
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Budget and Policy Considerations
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Hold Harmless
• Option 1 ($0): No action
• Option 2 (up to $7.7 million): Fully or partially cover PED methodology
• Option 3 (up to $12.8 million): Fully or partially cover all at-risk unit losses
• Option 4 (up to $5.9 million): Fully or partially cover at-risk unit losses from LEAs that received a 

lower multiplier 
• Option 5 (up to $3.8 million): Fully or partially cover at-risk unit losses from lower multiplier and 

fewer total FY26 units

Other Budget Issues
• Salaries and benefits are the largest share of operational costs, so mandates constrain budgets
• Schools relying on nonrecurring sources (i.e. below-the-line) for operations must cut programs 

when initiatives end
• The SEG formula incentivizes a specific enrollment level rather than scales funding by LEA size
• Large online student enrollments can create significant budgetary shifts, given their high mobility
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