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Background

During the 2023 legislative session, the Legislature passed House Memorial 51 (HM51), which
requested the Legislative Education Study Committee (LESC) complete a comprehensive review of the
State Equalization Guarantee (SEG). In its collaborative review of the SEG, the collective goals of the

working group were:

* |dentifying existing challenges, strengths, and opportunities related to the SEG;
* ldentifying what constitutes adequacy in the context of the SEG; and

* Building consensus on whether the SEG is responsive to the current and evolving needs of all
students.

In October 2023, the working group found there was a need to revise the SEG to improve the
responsiveness, accuracy, and adequacy of the formula’s methodology.

On October 3, 2024, the working group held its final meeting, where it indicated its support for LESC
staff’s proposal for revising the SEG.
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Public School Finance in

New Mexico

 The SEG was created in 1974 to equalize
funding using differentials to determine
the funding each school district and
charter school is entitled to.

Since its creation in 1974, the SEG has
been modified more than 80 times.

The most recent revisions to the SEG were
an increase to the at-risk factor, an
increase to the fine arts factor, the phase-
out of K-5 Plus and Extended Learning
Time Programs, and the introduction of the
K-12 Plus Program.

In FY25, the Legislature appropriated
$4.17 billion to the SEG for distribution to
public schools.
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Public School Funding
Formula Overview

The Public School Finance Act, enacted in 1974, created
the state equalization guarantee (SEG) and sets out the
“funding formula,” which is designed to equitably distrib-
ute state resources for the operation of school districts
and charter schools. Prior to the act, differences in local
wealth led to significant differences in the public educa-
tion resources available across the state.

New Mexico'’s funding formula, nationally recognized for
its innovation, is based on models developed by the Nation-
al Educational Finance Project, a 1968 effort by the ULS. Of-
fice of Education. While some states use highly variable lo-
cal property taxes to fund their schools, New Mexico school
funding relies on evenly distributing the state’s revenues.

The formula, designed to equalize educational opportu-
nity, allocates the same amount of funding for students
in the same circumstances, starting with grade level and
with additional funding for additional need. For example,
a first grade student receiving special education services
generates the same amount of funding as every other first
grade student in the state receiving the same level of spe-
cial education services, regardless of where they live.

The Public School Finance Act allows the Legislature to
set a single, statewide amount for public school funding,
which is then allocated to each school district and charter
school based on their number of program units. Units, al-
though primarily based on student enrollment, are weight-
ed for school size, teacher qualifications, the special needs
of students, and other factors. In Fiscal Year 2024 (FY24),
the formula will have 17 components. To determine the
value of each program unit, the Public Education Depart-
ment (PED) divides the appropriation to the SEG by a fore-
cast of the statewide total number of program units.

Generally, the use of formula funds - 75 percent of a
school district’s or charter school’s operating budget, on
average — is discretionary. However, some programs have
mandatory requirements and PED is required to ensure
schools prioritize programs and methods linked to student
achievement. This allows local school officials to spend
funding formula dollars to best meet the specific needs of
their communities and encourages schools to minimize
costs to allow funding to be used for other priorities.
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Martinez-Yazzie Education Sufficiency Lawsuit

In 2018, the First Judicial District Court noted funding shortfalls for the following:

* Instructional materials and access to technology;

* Programs serving at-risk students, including pre-kindergarten, K-3 Plus, summer school, smaller
class sizes, and reading programs; and

* Quality teachers, which correlate with lower academic outcomes of students considered to be at-
risk and maintain disparities in outcomes between students with at-risk factors and students
without at-risk factors.

The court also noted several statutes are not being adequately implemented, including the Bilingual
Multicultural Education Act, the Indian Education Act, and the Hispanic Education Act, effectively
leading to a system that is not adequately responsive to the unique and diverse needs of New
Mexico’s students.




American Institutes for Research (AIR) Study

In 2008, AIR completed an independent study of
the SEG and made determinations for what the = AMERICAN INSTITUTES FOR RESEARCH®
state should do to provide students with a

sufficient public education.
An Independent Comprehensive Study

. . f the New Mexico Public School
The key recommendations included a proposal o Fel‘:ndi:;l?or;ul: o

for simplifying the formula and incorporating
separate adjustments for poverty, English
learners, and mobility.

Volume I - Final Report

January 17, 2008

Submitted to:

The study determined a program cost of $2.635 S
billion would achieve sufficiency, a $334.7 e
million increase from the FYO8 budgeted B T B

program cost, or 14.5 percent.

r. Ka Moss, Public Engagement Task Leader



https://www.air.org/project/new-mexico-public-funding-formula

LESC - LFC Joint Evaluation of SEG

In 2011, a joint evaluation determined the following
select revisions should be made to the SEG:

* Revising the at-risk index with a cost differential
of 0.15 for the percentage of students identified

Evaluation of the

as eligible for the free and reduced-price lunch Public School Funding Formula
program;
A Joint Stuc]y -
. . i . Legislative Finance Committee
* Modifying the bilingual component with a cost Legislative Education Study Comnittee

differential of 0.15 for English learners; and

« Removing the mobility component from the
SEG.

While these recommendations were not
comprehensively implemented by the Legislature,
they are the foundation for LESC staff’'s current
proposal.

November 16, 2011



https://www.nmlegis.gov/Entity/LFC/Documents/Program_Evaluation_Reports/A-3-3%20Final%20Draft%20%20Public%20School%20Funding%20Formula%20Evaluation.pdf

Legislative Actions Since the AIR Study

Between FYO8 and FY25, the Legislature increased the SEG appropriation from $2.388 billion to $4.17 billion, an increase of
$1.8 billion, or 75 percent.

Key legislative actions since the completion of the AIR study include:
* More than tripled the at-risk Index factor from 0.0915 to 0.330;
* Increased the fine arts factor from 0.05 to 0.055;
* Created the K-5 Plus and Extended Learning Time Programs, and later consolidated these programs into K-12 Plus;
* Phased-in the Teacher Cost Index, and phased-out of the T&E Index;
* Phased-out the small-school size adjustment for districts with more than 2,000 students;
* Phased-in the rural population adjustment when at least 40 percent of an LEA’s population lives in a rural area; and
* Eliminated credits taken for Impact Aid, forest reserve funds, and the half-mill levy.

The Legislature has continued to prioritize flexibility and equity in its funding of public schools.




Basic Program Funding

The SEG provides a cost differential depending on Grade Level SEG FY25 SEG
a student’s grade level, with much of the cost Weight Distribution
assumptions centered on personnel costs

associated with meeting class size requirements. Early Childhood 1"(;4707% $208.4 million

In FY25, approximately 56.2 percent of all
program units in the SEG are attributable to the 1 1.200 $164.9 million
basic program components.

In FY25, the basic program components may 2-3 1.180 $336.1 million
generate 361,875 program units, or $2.4 billion

at the preliminary unit value of $6,553.75. 4-6 1.045 $460.4 million

The last revisions to the basic program weights
were in 1993, with the secondary factor having 7 _12 1.250 $1.202 billion

last been revised in 1976.
Source: LESC Files




Considerations for Basic Program

The LESC staff will propose an increase of 0.05 to the secondary factor to support recurring funding
for differentiation in programming, including;:

» Career and technical education programs;

* Secondary fine arts programs; and

* Broader academic, social, and emotional supports for all secondary students.

The LESC staff will recommend an appropriation to the SEG to fund the cost of this revision.

The SEG revision working group suggested the inclusion of 61" grade in the secondary factor, for which
LESC staff has included an attachment for potential fiscal impact.

*Attachment included for LEA breakdown*




Percent Proficient by Grade Level
SY24 (Preliminary Data)
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proficiency beginning in sixth grade.
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Note: Data presented for SY24 is preliminary and subject to change during validation.
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Percent Proficient in 11th Grade
SY22-SY24, SAT
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Improving student outcomes begins
with improving the experience of
secondary school.

According to a 2024 national study
from the Walton Family Foundation
and Gallup:

About half of all students feel they do
not “get to do what they do best” at
school;

About half of all students do not feel
“challenged in a good way” by school;

About two in five students feel the
work they do at school is not
interesting or important.

The LESC has been focused on
secondary school redesign for
several years, which recently resulted
in the revision of the high school
graduation requirements.

Student Engagement among Secondary Students
Select Questions from National Poll of 11-19 Year Olds

At school, | get to do what | do best every day.

My schoolwork challenges me in a good way.

In the last seven days, | have learned something interesting at school.

My teachers make me feel my schoolwork is important.

| feel motivated to get good grades.

L

0% 20% 40% 60% 80%

Source: Gallup and the Walton Family Foundation
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At-Risk Funding

An LEA generates program units through the at-risk index based on a three-year average of three
separate components, including:

* The percentage of membership used to calculate Title | allocations,
* The percentage of membership classified as English learners, and
e Student mobility.
The sum of these components is multiplied by 0.33 and then by the LEA's membership.

For FY25, the at-risk index is anticipated to generate approximately 57,971 program units, or $379.9
million in funding at the preliminary unit value of $6,553.75.




A focus on the Martinez-Yazzie
lawsuit and investments in the at-risk
index may have helped economically
disadvantaged students stay resilient
against strong social factors, while
achievement among non-
economically disadvantaged
students decreased.

While non-economically
disadvantaged students appeared to
have decreased in both ELA and
math proficiency, economically
disadvantaged students saw a large
increase in ELA proficiency and a
modest increase in math.
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NM-MSSA and SAT, Grades 3-8 and 11
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*Note: Student demographic data unavailable for approximately 1,300 11th grade students in SY24, who are
excluded from this analysis. Data reported for SY24 is preliminary and subject to change during validation.

Source: LESC Analysis of PED Data
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LESC Student Growth Framework

Visualization of Growth Targets based on

Economically disadvantaged LESC Student Growth Framework
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“proficiency.” 90
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proficiency are expected to
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To better understand differences in
student achievement, LESC staff
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growth over time.
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NM-MSSA Scale Score

The LESC growth framework creates 60 F-=-===""-mmmmmmmm -2 - considered “proficient”

growth targets for individual students o

based on their prior year test scores ] étggggfezeéog :Mr/ ‘t);";;er;z

under a simple expectation: 1 }St ronth Tt that, if reached for three

eeper aro arge years in a row, will result in

Sty dents _Sh QUI dreach | Bl ! the student being “proficient”

proficiency within three years. >

Based on these growth targets, staff 3 4 5 6

can evaluate whether students are Grade Level (Hypothetical)

growing in a meaningful trajectory

that will result in them reaching Source: LESC Files

proficiency.
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The percent of economically
disadvantaged students meeting
their growth targets increased from
40 percent to 42 percent in ELA, and
from 29 percent to 33 percent in
math.

Conversely, slightly fewer non-
economically disadvantaged
students met their ELA growth
targets, down from 49 percent to 48
percent, while slightly more non-
economically disadvantaged
students met their growth targets, up
from 38 percent to 39 percent.
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48%*
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40%
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20%
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* denotes statistically significant change from prior year (p < 0.05)
Note: Data reported for SY24 is preliminary and subject to change during validation.

Source: LESC Analysis of PED Data
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English learners (ELs) tend to also
face challenges reaching proficiency

and growth targets, but with )
adequate supports can begin to Percent of Students Meeting Growth Targets

outpace their non-EL peers. SY23, Grades 3-8, NM-MSSA
_ 60%

Students can “exit” EL status by
passing the ACCESS 2.0 for ELs
assessment. These students become
reclassified fluent English proficient
(RFEP).
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In New Mexico, RFEP students tend
to catch up to non-English learners in
ELA proficiency. The percentage of
first-year RFEP students who met
their growth targets in ELA in SY23
was comparable to the percentage of
native English speakers. Students
who are two-years out of EL status 0%
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30% 33%

20%

percent meeting growth targets

10%

In math’ English f|uency makes less * denotes subgroup is statistically different than "Never EL" category (p<0.05).  Source: LESC Analysis of PED Data

of a difference in meeting growth
targets.
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Considerations for the At-Risk Index

LESC staff will propose a revision of the at-risk index, including:

 Embedding the methodology of the Family Income Index (Fll) as the SEG’s indicator for poverty;
* Creating a standalone component for English learners and reclassified students; and

* Eliminating the mobility component.

Each of these considerations is responsive to the findings of the Martinez-Yazzie education sufficiency
lawsuit and are aligned with recommendations of the 2011 joint LESC-LFC evaluation of the SEG.




Revising the Poverty Indicator

LESC staff will propose the three-stage income identification process of the Fll be used as the SEG’s
indicator for poverty. Inclusion of the Fll methodology accomplishes the following:

* Provides clarity for LEAs in the amount of funding that is designated for low-income students;
* Expands the SEG’s poverty threshold to 130 percent of the federal poverty line;
* Ensures each charter school has a unique poverty indicator;
 Allows for executive and legislative audits of poverty data to ensure accuracy;
» Strengthens the ability of the SEG to identify fluctuations in the household income of each student;
* Allows future legislatures to revise the poverty threshold as needed; and
* Encourages cross-agency collaboration and data-sharing.
LESC staff will recommend an appropriation to the SEG to fund the cost of this revision.

*Attachment included for LEA breakdown*




Revising the English Learner Component

LESC staff will propose a standalone differential for English learners and students in the first two years
of reclassification. A standalone EL factor accomplishes the following:

Creates a standalone component that centers the needs of English learners;
Creates a unique indicator for charter schools;

Incentivizes LEAs to intentionally leverage this specific funding for meeting the needs of English
learners and ultimately reclassifying those students;

Supports the continued needs of reclassified students by providing funding for two additional years;
and

Strengthens the alignment with administrative rule requirements (6.29.5.12 NMAC) that all
reclassified students be monitored for academic progress for two years.

LESC staff will recommend an appropriation to the SEG to fund the cost of this revision.

*Attachment included for LEA breakdown*




Eliminating the Mobility Component

LESC staff will recommend removing the mobility component from the SEG and reallocating its

proportional share of funding to the poverty indicator. Removing the mobility component accomplishes
the following;:

* Eliminates a significant administrative burden for both the Public Education Department and LEASs;

* Alleviates the potential for error in the collection of local data; and

* Promotes a focus on alleviating the effects of poverty by providing supports that align with existing
statutory requirements for students identified as “at-risk.”

LESC staff may not recommend an appropriation to the SEG to support this revision.

*Attachment included for LEA breakdown*




Next Steps

» Staff will revise the framework and modeling of the revision proposal, depending on the feedback
received from members of the LESC.

« Staff will engage with external partners to detail the potential impact of the proposal.

« Staff will prepare legislative text for review by LESC members.




Thank You

Daniel A. Estupifian
Senior Fiscal Analyst I

Daniel.Estupinan@nmlegis.gov
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