
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
August 24, 2011 
 
 
MEMORANDUM 
 
TO: Legislative Education Study Committee 
 
FR: Eilani Gerstner 
 
RE: STAFF REPORT:  FY 12 PUBLIC SCHOOL BUDGETS 
 

 
During the 2011 interim, the Legislative Education Study Committee (LESC) has received two 
staff reports on the FY 12 public school budgets: 
 

 one in May, which summarized the annual budget approval process, addressed additional 
guidance from the Public Education Department (PED) for the FY 12 budgets, and 
provided a list of waivers available to school districts and charter schools; and 

 
 one in July, which provided the total statewide budgeted expenditures of school districts 

and charter schools in FY 12 compared to FY 11, and included preliminary survey results 
from the New Mexico Coalition of School Administrators on the impact of reduced 
funding on staffing patterns in school districts.  However, as PED staff were not available 
for the report, the topic was rescheduled for the committee’s August meeting. 

 
This August staff report will provide summaries of: 
 

 the budget process; 
 percentage of funding to instruction from FY 09 to FY 12; 
 waivers allowed in law; and 
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 recent PED guidance on the calculation of special education program units for “speech 
only” developmentally delayed three- and four-year-old students (those who receive only 
speech language pathology services), which may affect some districts’ budgets. 

 
For this August staff report, LESC staff requested a spreadsheet showing, for each school district 
and charter school, the final 2010-2011 and budgeted 2011-2012 program cost and expenditures 
by function code (similar to the statewide data that were provided to the LESC in July, but 
broken out by district and charter).  However, the department reported that final 2010-2011 
expenditures would not be available for several more months. 
 
The Budget Process 
 
According to the Public School Finance Act, on or by July 1 of each year PED must: 
 

 approve and certify the operating budget for each local school board and governing body 
of a state-chartered charter school; and 

 make corrections, revisions, and amendments to the operating budgets to conform the 
budgets to the requirements of law and PED’s rules and procedures. 

 
For FY 12, PED issued guidance for school districts and charter schools in building their 
budgets.  The guidance document, titled “A Smarter Return on New Mexico’s Investment:  
Guiding Principles for the Development of School District Budgets,” indicates that PED’s 
School Budget and Financial Analysis Bureau staff, along with program staff, would analyze 
budgets in line with the following principles: 
 

(1) Student Achievement Drives Spending:  a review of the amount of funding allocated for 
direct instruction and a focus on where the district or charter school is prioritizing 
funding to meet appropriations for the coming fiscal year. 

 
(2) Classroom Dollars Come First:  a review of operational FTE and a comparison to prior 

year allocations to determine whether administrative costs are kept as low as possible. 
 

(3) Transparency and Good Policy Govern Budget Making:   
 

 a review of administrative expenses; 
 an examination of the number of teachers moving through the three-tiered licensure 

system;  
 verification that audits are submitted to PED in a timely fashion and findings are 

addressed quickly; and 
 if emergency supplemental dollars are requested, a review of what types of reductions 

the district is proposing. 
 

(4) Academics Inform Long-Range Planning:  ensure budgets are aligned with long-term 
Education Plans for Student Success. 

 
(5) Budgets Reflect Reasonable Allocations for Student and Teacher Services:  to verify that 

counts are accurate and follow established best practices, PED staff will audit units – 
“where warranted” – for: 
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 membership; 
 special education membership and related services; 
 English language learners; and 
 teacher training and experience. 

 
According to PED, the department did not send any FY 12 budgets back to school districts or 
charter schools for revision.  However, the department indicates that “[a]ll of the submitted 
budgets were adjusted [by PED] for various reasons as is the case each year.  The assigned 
budget analyst worked with each district and charter school to modify their budget for various 
reasons such as correcting revenues, updating estimated cash balances, determining carryover 
amounts and making related adjustments to expenditures to balance the budget accordingly.” 
 
Percent of Funding to Instruction from FY 08 to FY 12 
 
Attachment 1 provides a comparison by PED of total statewide budgeted operational 
expenditures of school districts and charter schools from FY 11 to FY 12, also provided to the 
committee in the July 2011 staff report.  To track changes in the percentage of total budgets 
dedicated to instruction, the department totaled the function codes 1000 (Instruction), 2100 
(Support Services-Students), and 2200 (Support Services-Instruction).  The attachment also 
includes a description from the Uniform Chart of Accounts of what is included in each of these 
function codes. 
 
To show changes in the percentage of funding dedicated to instruction over time, LESC staff has 
prepared the table below comparing the changes in the function codes noted above since FY 08. 
 

Changes in the Percent of Funding Dedicated to Instruction FY 08 - FY 12 
 FY 08 

actual 
FY 09 
actual 

FY 10 
actual 

FY 11 
budgeted 

FY 12 
budgeted 

Change 
FY 08 to 
FY 12 

1000 – Instruction 61.64% 61.93% 62.74% 60.94% 61.39% -0.25%
2100 – Student Support 
Services – Students 

10.16% 9.89% 8.38% 9.5% 9.73% 
-0.43%

2200 – Support Services – 
Instruction 

2.97% 2.85% 3.05% 2.86% 2.63% 
-0.34%

TOTAL 74.77% 74.67% 74.18% 73.3% 73.75% -1.02%
Source:  PED 
 
Waivers Allowable in Current Law 
 
Current law allows for waivers of certain requirements relating to the development of school 
budgets, including provisions in the Public School Code that: 
 

 allow a superintendent implementing a collaborative school improvement program to 
apply for a waiver of provisions relating to length of day, staffing patterns, subject area, 
or purchase of instructional material; 

 
 exempt all charter schools from requirements pertaining to the length of the school day, 

staffing patterns, subject areas, and instructional materials; 
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 allow school district superintendents to request waivers of the use of funds for the 
purchase of instructional material either included or not included on the multiple list1; 
and 

 
 for school year 2009-2010 through school year 2011-2012, allow the Secretary of Public 

Education to waive requirements pertaining to: 
 

 individual class load; 
 teaching load; 
 length of school day; 
 staffing patterns; 
 subject areas; and 
 purchases of instructional materials. 

 
For the waivers through school year 2011-2012, PED is also required to monitor the waivers and 
report to the LESC and the Legislative Finance Committee on any issues or actions of a school 
district that appear to adversely affect student learning. 
 
Waivers Granted as of July 1, 2011 
 
In July 2011, PED reported to LESC staff that final information on waivers will be available 
after the first (known as the 40th day) reporting period of school year 2011-2012. 
 
PED reports that the only school year 2011-2012 waivers granted as of July 1, 2011 are class 
load waivers for Texico Municipal Schools to increase two kindergarten classes to 22 students 
each.   
 
Calculation of Special Education Program Units for “Speech Only” Three- and Four-year-
old Students 
 
Some school districts’ budgets may be affected by recent guidance issued by PED to clarify the 
calculation of special education program units for developmentally delayed three- and four-year 
old students who receive only speech language pathology services (“speech-only” students). 
 
Current law provides that, in the calculation of special education program units, the membership 
for developmentally disabled three- and four-year-old children be multiplied by a cost 
differential factor of 2.0 (see Attachment 2).  While developmentally disabled three- and four-
year-old students do not count for ancillary service units, they do generate early childhood 
education (ECE) units, also shown in Attachment 2. 
 
However, state law does not address developmentally delayed three- and four-year old students, 
who suffer developmental delays that are not permanent but that still qualify those students for 
special education services as allowed under the federal Individuals with Disabilities Education 
Act (IDEA).  Rather, PED reports that the definition of developmentally delayed students is 

                                                 
1 According to PED rule, the “multiple list” is an adopted authorized list of core/basal instructional materials and an 
adopted authorized list of supplemental instructional materials for use in the schools approved annually, by 
August 1, by the Secretary of Public Education. 
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included in PED rule, which also requires that these students be included under the minimum (A) 
or moderate (B) levels of service for the calculation of special education units, each of which has 
a cost differential factor of 0.7. 
 
PED reports that, during the department’s audits of school districts in the spring of 2011, 
department staff found that some districts have included speech-only students in the calculation 
of developmentally disabled three- and four-year-old special education units. 
 
To address this discrepancy, on July 11, 2011, PED sent a memorandum to districts “to provide 
clarification as to how to report preschool speech only students, for funding, in the Student 
Teacher Accountability Reporting System (STARS)” (see Attachment 3).  In brief, the memo 
cites state regulations that require developmentally delayed speech-only students to be funded at 
the lower (A and B) levels of service, and it informs school districts of the reporting changes in 
STARS. 
 
When LESC staff requested whether this clarification would affect FY 12 budgets, department 
staff could not say for certain that the current budgets would not be adjusted.  However, PED 
indicated to LESC staff that the department is implementing reporting changes in STARS for the 
second (known as the 80th day) and third (known as the 120th day) reporting periods for the 
upcoming school year, upon which school districts’ FY 13 budgets are based. 
 
Finally, at this time, it would be difficult at best to determine how much money affected districts 
may lose by reclassifying their speech-only three- and four-year-old students because: 
 

(1) it is unknown which districts have included speech-only students in the calculation of 
special education units for developmentally disabled three- and four-year-old students; 
and 

 
(2) while developmentally disabled three- and four-year-old students do not qualify for 

ancillary service units, A and B level students do; therefore, some of the dollars districts 
lose by moving developmentally delayed speech-only students to a lower funding level 
may be made up by including those students in the calculation for ancillary service units. 
On the other hand, since developmentally disabled three- and four-year-old students 
generate ECE units, it is possible that some districts may have included speech-only in 
their ECE units. 

 
Policy Option 
 
The committee may wish to consider amending the Public School Finance Act and possibly 
sections of law related to special education to (1) define “developmentally delayed” and 
(2) include developmentally delayed three- and four-year-old students in the calculation of 
special education and ECE program units. 
 
Presenter 
 
Mr. Paul Aguilar, Deputy Secretary for Finance and Operations, PED, will present further 
information on the FY 12 public school budgets. 



FY 11 to FY 12  Comparison of Total Statewide Budgeted Operational Expenditures

Source: Public Education Department; minor formatting by LESC staff LESC - 8/24/2011

Account Type E
Budget Entity Type (Multiple Items)
FY11
Finalized Amt Fund List

Function List
Budgeted Operational 
Expenditures Percent

Total of 1000, 
2100, & 2200

1000 - Instruction 1,518,050,207$               60.94% 73.30%
2100 - Support Services-Students 236,715,785$                  9.50%
2200 - Support Services-Instruction 71,200,297$                    2.86%
2300 - Support Services-General Administration 55,707,056$                    2.24%
2400 - Support Services-School Administration 160,620,796$                  6.45%
2500 - Central Services 87,016,468$                    3.49%
2600 - Operation & Maintenance of Plant 325,544,180$                  13.07%
2700 - Student Transportation 3,005,874$                       0.12%
2900 - Other Support Services 18,893,351$                    0.76%
3100 - Food Services Operations 3,328,055$                       0.13%
3300 - Community Services Operations 2,424,751$                       0.10%
4000 - Capital Outlay 8,736,439$                       0.35%
5000 - Debt Service -$                                   
Grand Total 2,491,243,259$               100.00%

FY12
Budgeted Operational 
Expenditures Percent

Total of 1000, 
2100, & 2200

1000 - Instruction 1,524,484,980$               61.39% 73.75%
2100 - Support Services-Students 241,627,475$                  9.73%
2200 - Support Services-Instruction 65,204,177$                    2.63%
2300 - Support Services-General Administration 51,163,876$                    2.06%
2400 - Support Services-School Administration 153,581,341$                  6.18%
2500 - Central Services 81,936,826$                    3.30%
2600 - Operation & Maintenance of Plant 334,874,201$                  13.49%
2700 - Student Transportation 3,464,288$                       0.14%
2900 - Other Support Services 13,627,998$                    0.55%
3100 - Food Services Operations 2,913,097$                       0.12%
3300 - Community Services Operations 2,697,281$                       0.11%
4000 - Capital Outlay 7,690,449$                       0.31%
5000 - Debt Service 0.00%
Grand Total 2,483,265,989$               100%

ATTACHMENT 1



Selected Uniform Chart of Accounts Subfunction Definitions  

1000* INSTRUCTION 
Instruction includes the activities dealing directly with the interaction between teachers and 
students provided for students: 

 In a school classroom. 

 In another location such as a home or hospital. 

 Other approved media, such as television, radio, computer, Internet, multimedia telephone. 

 In other learning situations such as those involving co-curricular and extra-curricular 
activities (including athletics).  

Function 1000 (Instruction) also includes the cost of all activities directly involved with or related 
to instruction, including: 

 Aides or classroom assistants of any type. 

 Textbooks. 

 Instructional technology purchased for student use in the classroom for the purpose of 
direct instruction only (whether permanently assigned to one classroom or in a portable 
“pod”).  

 Pro rated cost of teaching duties of administrators and other staff (e.g. principals, full-time 
department chairs, and guidance counselors).  

 Teacher training and travel. 

 Instructional coaches. 

2000 SUPPORT SERVICES 
Support services provide administrative, technical (such as guidance and health), and logistical 
support to facilitate and enhance instruction. These services exist as adjuncts for fulfilling the 
objectives of instruction, community services, and enterprise programs, rather than as entities 
within themselves.. 

2100* Support Services—Students 

Activities designed to assess and improve the well-being of students to ensure that they arrive at 
school able to learn. These activities supplement instructional processes, but are focused on 
students and their families rather than on the classroom.  

2200* Support Services—Instruction 

Activities associated with assisting the instructional staff with the content and process of 
providing learning experiences for students.  

2300* Support Services—General Administration 

Activities concerned with establishing and administering policy for operating the school district or 
charter school.   

2400* Support Services—School Administration 

Activities concerned with overall administrative responsibility for a specific school.  
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22-8-19. Early childhood education program units.  

A.    The number of early childhood education program units is determined by multiplying the
early childhood education MEM by the cost differential factor 1.44. Early childhood education
students enrolled in half-day kindergarten programs shall be counted for 0.5 early childhood
MEM. Early childhood education students enrolled in full-day kindergarten programs shall be
counted for 1.0 early childhood education MEM.    

B.    For the purpose of calculating early childhood education program units, developmentally
disabled three- and four-year-old students shall be counted in early childhood education
membership. No developmentally disabled three- or four-year-old student shall be counted for
more than 0.5 early childhood education MEM.    

22-8-21. Special education program units.  

A.    For the purpose of the Public School Finance Act [22-8-1 NMSA 1978], special
education programs for exceptional children are those approved by the department and classified
as follows:    

(1)        class A programs, in which department certified individuals provide services to
children whose individualized education programs require a minimal amount of special
education and in which the ratio of students to professionals is regulated by the state board
[department];    

(2)        class B programs, in which department certified individuals provide services to
children whose individualized education programs require a moderate amount of special
education and in which the ratio of students to professionals is regulated by the state board;    

(3)        class C programs, in which department certified individuals provide services to
children whose individualized education programs require an extensive amount of special
education and in which the ratio of students to professionals is regulated by the state board;    

(4)        class D programs, in which department certified individuals provide services to
children whose individualized education programs require a maximum amount of special
education and in which the ratio of students to professionals is regulated by the state board.
Students in class D programs may be enrolled in private, nonsectarian, nonprofit educational
training centers in accordance with the provisions of Section 22-13-8 NMSA 1978; and    

(5)        programs for developmentally disabled three- and four-year-old children meeting
standards approved by the state board.    

B.    All students assigned to the programs for exceptional children classified in Subsection A
of this section shall have been so assigned as a result of diagnosis and evaluation performed in
accordance with the standards of the department before the students may be counted in the
determination of special education program units as provided in Subsection C of this section.    

ATTACHMENT 2
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C.    The number of special education program units is the sum of the following:    

(1)        the MEM in approved class A and B programs as defined in Subsection A of this
section multiplied by the cost differential factor .7;    

(2)        the MEM in approved class C programs as defined in Subsection A of this section
multiplied by the cost differential factor 1.0;    

(3)        the MEM in approved class D programs as defined in Subsection A of this section
multiplied by the cost differential factor 2.0;    

(4)        the MEM for developmentally disabled three- and four-year-old children as
defined in Subsection A of this section multiplied by the cost differential factor 2.0; provided
that no developmentally disabled three- or four-year-old student shall be counted for additional
ancillary service units; and    

(5)        for related services ancillary to providing special education, the number of
full-time-equivalent certified or licensed ancillary service and diagnostic service personnel
multiplied by the cost differential factor 25.0.    

D.    For the purpose of calculating membership in class C and class D programs, students
shall be counted in actual grade placement or according to chronological age if not in actual
grade placement.    



ATTACHMENT 3
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