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MEMORANDUM

TO: Legislative Education Study Committee
FR: David T. Craig

RE: STAFF REPORT: FY 13 PUBLIC SCHOOL BUDGETS

Introduction

During the June 2012 interim meeting of the Legislative Education Study Committee (LESC), the
committee was provided with an overview of the FY 13 recurring and nonrecurring public school
support appropriations outlined in Table 1, FY 13 Public School Support and Related
Appropriations (after Executive action). These appropriations serve as the basis for the
development and approval of public school budgets for the current school year. Other resources
include US Department of Education (USDE) federal program funds.

Also during the June interim meeting, the Public Education Department (PED) staff provided the
committee with a report on the allocation or distribution of selected FY 13 recurring and
nonrecurring appropriations made to the department. Following committee discussion, the LESC
chair requested PED staff to provide the committee with spreadsheets outlining the distribution of
dollars by-district and by-charter school.

Current Law
Provisions in current law require:

e at the local level, that an operating budget for the upcoming fiscal year be heard in a public
hearing prior to June 20;
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e PED to approve operating budgets for school districts and state-chartered charter school on
or before July 1; and

e PED to ensure that each local school board or governing body of a charter school is
prioritizing resources of a public school rated D or F toward proven programs that are
linked to improved student achievement until the public school earns a C or better for two
consecutive years.

For the September 2012 interim meeting, PED staff will provide the committee with a summary of
approved public school budgets for school year 2012-2013, including guidance provided by PED
in the budgeting process.

With specific reference to recurring and nonrecurring appropriations to PED, LESC staff
requested that the committee be provided with spreadsheets outlining the distribution of these
funds by school district and charter school and to discuss how the department complied with
appropriation language for a number of these appropriations.

For the committee review, this staff report includes a summary of:

e review of FY 13 appropriations for public school support;
e recurring and nonrecurring appropriations to PED, including appropriation language; and
e federal funding and sequestration.

PED staff will provide the overview of the FY 13 approved public school budgets and related
issues.

Review of FY 13 Appropriations for Public School Support

Table 1 also summarizes the recurring and the nonrecurring public school support and education-
related appropriations.

In total, the General Appropriation Act of 2012 appropriates over $2.45 billion for Public School
Support and related recurring appropriations. The appropriations include:

e $2.27 billion to the State Equalization Guarantee (SEG)*. Considering only General Fund
dollars, this figure is a $48.1 million, or 2.2 percent, increase over FY 12 (lines 19-20);

e nearly $129.2 million for categorical public school support (line 34) for statutorily created
funds and initiatives, including public school transportation, supplemental distributions,
the Instructional Material Fund, dual credit instructional materials, and the Indian
Education Fund,

e approximately $52.6 million (see line 57) to fund the operations of PED and other
education-related initiatives funded with recurring dollars; and

e over $13.5 million (line 74) in nonrecurring dollars for FY 13.

! Language in the General Appropriation Act of 2012 requires the secretary of public education to set a preliminary
unit value to establish budgets for school year 2012-2013. The appropriation language also allows the secretary of
public education to adjust the number of units statewide for FY 13 but no later than January 31, 2013. To comply
with this language, the Secretary-Designate of Public Education set the preliminary unit value for FY 13 at $3,668.18,
an increase of $69.31 (1.93 percent) over the FY 12 final unit value of $3,598.87.
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Recurring and Nonrecurring Appropriations to PED, including Appropriation Language
Recurring Appropriations

e Over $26.9 million to the Instructional Material Fund?® with the following appropriation
language:

Notwithstanding the provisions of Section 32A-23-9 NMSA 1978 or other
substantive law, the general fund appropriation of ten million dollars ($10,000,000)
to the public education department for the prekindergarten program includes no less
than nine million dollars ($9,000,000) for direct services and no more than one
million dollars ($1,000,000) for administrative and program support in the
prekindergarten program.

2 According to PED, the FY 13 appropriation to the Instructional Material Fund was determined based on the FY 13
instructional material adoption cycle, i.e., science, health, and physical education. The FY 13 Public School Support
recommendations of the department, however, state that the department would be used for materials aligned with the
Common Core Standards. In testimony to the House Education Committee during the 2012 legislative session, PED
staff indicated the FY 13 materials would possibly be focused on reading.
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e $8.5 million for the Early Reading Initiative with the following appropriation language:

The general fund appropriation to the public education department for the early
reading initiative includes two million dollars ($2,000,000) to be transferred to the
teacher professional development fund to support training on effective reading
instruction and data-driven decision making and to support reading and
instructional coaches at the district level to support schools with the
implementation of formative assessment tools and interventions.

Prior to the distribution of early reading initiative funding, the public education
department and-the-secretary’s-superintendentscouncH shall jeinthy develop a
distribution plan. The public education department shall not approve a school
district or charter school budget that does not demonstrate that its early reading
initiative allocation will be used to fund proven instructional strategies and
professional development activities such as extended school day and extended
school year programs, reading coaches and reading specialists and prekindergarten
programs.

e Over $1.9 million for Breakfast for Elementary Students.

e $500,000 for Teaching Support in Schools with a high proportion of low-income students
appropriation with the following appropriation language:

The general fund appropriation to the public education department for teaching
assistance for low-income students includes five hundred thousand dollars
($500,000) for a nonprofit organization that provides teaching support in schools
with at least sixty percent of the enrolled students eligible for free or reduced-fee
lunch, with a priority for schools with eighty-five percent or more of the enrolled
students eligible for free or reduced-fee lunch.

e $3.5 million for Interventions for Low-performing Schools (D & F schools) with the
following appropriation language:

The general fund appropriation to the public education department for intervention
in D and F schools is contingent on the department using the funds ferreading
coaches-or-nstructional-coaches in D and F schools as identified by the A-B-C-D-F
Schools Rating Act.

e $309,400 for College and Career Readiness.

e $2.5 million for statewide formative assessments (short-cycle grades 4-10).°

® Early reading intervention appropriation language indicates that is to be used in part “to support reading and
instructional coaches at the district level to support schools with the implementation of formative assessment tools and
interventions.” Please refer to the language for the $8.5 million appropriation for Early Reading Interventions.
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Nonrecurring Appropriations

LESC staff also requested PED provide the committee with a spreadsheet of the distributions of
recurring FY 13 appropriations, including:

e $2.5 million for supplemental funding for increases in school district and charter school
fixed costs with the following appropriation language:

For special supplemental funding for school districts and charter schools for
increases in fixed costs. The appropriation shall be allocated by September 1, 2012
to school districts and charter schools in proportion to each school district’s and
charter school’s final program units for fiscal year 2012.

e $4.0 million for emergency support to school districts experiencing shortfalls with the
following appropriation language:

For emergency support to school districts experiencing shortfalls. All requirements
for distribution of funds shall be in accordance with Section 22-8-30 NMSA 1978.
The general fund appropriation is from the separate account of the appropriation
contingency fund dedicated for the purpose of implementing and maintaining
educatlonal reforms created in Section 12 of Chapter 114 of Laws 2004. Pner—te

e $1.5 million for Emergency Supplemental Support to Small, Rural, and Isolated Districts
with a Total MEM of Fewer than 200 in Elementary, Middle, and High schools with the
following appropriation language:

For emergency supplemental support in fiscal year 2013 to small, rural and isolated
school districts with a total membership of fewer than two hundred in their
elementary, middle and high schools experiencing shortfalls. The general fund
appropriation is from the separate account of the appropriation contingency fund
dedicated for the purpose of implementing and maintaining educational reforms

created in Section 12 of Chapter 114 of Laws 2004 Pner—te—theelﬁmleuneaef—any




e $1.0 million for Common Core Transition with the following appropriation language:*

For tranS|t|0n to the common core content standards—hmtted—te—p#e#es&enal

distriets. Prlor to expendlture of funds the publlc educatlon department shall
submit to the legislative finance committee and the legislative education study
committee a report on planned expenditure of funds, and by January 1, 2013,
progress made as a result of the appropriation. The general fund appropriation is
from the separate account of the appropriation contingency fund dedicated for the
purpose of implementing and maintaining educational reforms created in Section
12 of Chapter 114 of Laws 2004.

e $1.5 million for K-12 Science Instructional Materials for School Districts with Low Student
Performance in Science with the following appropriation language:

For kindergarten through twelfth grade science instructional materials for school
districts with low student performance in science. The general fund appropriation
is from the separate account of the appropriation contingency fund dedicated for the
purpose of implementing and maintaining educational reforms created in Section
12 of Chapter 114 of Laws 2004.

e $1.5 million for Increased Fuel Costs (from the Emergency Transportation Fund) with the
following appropriation language:

For increased fuel costs incurred by school districts or state-chartered charter
schools. The appropriation is contingent on certification by the public education
department to the department of finance and administration and the legislative
finance committee that no other funds, including federal funds, are available in
fiscal year 2013 for the purpose specified and the appropriation is necessary to
avoid disruption in service and approval by the state board of finance. The
distribution of funding shall be based on miles traveled for to-and-from
transportation of public school students. School districts and state-chartered charter
schools shall request funds for fuel from the secretary of public education and
provide supporting documentation that they have incurred increased costs due to
higher fuel prices. The secretary of the public education department shall approve
requests for funding for fuel cost increases and make distributions on a
reimbursement basis.

e $1.0 million dollar extension for the Implementation of New Teacher Evaluation System
Based on Student Achievement Growth with the following appropriation language:

The period of time for expending one million dollars ($1,000,000) of the
appropriation made from the separate account of the appropriation contingency
fund dedicated for the purpose of implementing and maintaining educational
reforms created in Section 12 of Chapter 114 of Laws 2004 contained in Paragraph

* HB 2 language requiring any reading adoption of instructional materials be linked to Common Core Standards was
vetoed. Please refer to the language for the $26.9 million appropriation to the Instructional Materials Fund.
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25 of Section 5 of Chapter 179 of Laws 2011 is extended through fiscal year 2013
for the purpose of implementing a new teacher evaluation system that is based on
student achievement growth.

Federal Funding and Sequestration
Federal Funds

Table 2 includes a comparison of federal formula-allocated funds for New Mexico for federal
fiscal years 2011, 2012, and 2013 for elementary and secondary programs.®

According to the table, for school year 2012-2013, federal funding to New Mexico for all
elementary and secondary level education programs is estimated to increase by approximately
$16.5 million, largely due to an estimated increase of approximately $15.6 million in funding for
programs classified by the USDE as components of the federal Elementary Secondary Education
Act (ESEA). ESEA funding includes funding for Education for the Disadvantaged (Title I), which
is estimated to increase by approximately $5.9 million. Funding for Impact Aid is estimated to
increase by $9.7 million.

Sequestration

As indicated in an LESC brief included in the Director’s Report for the August 2012 LESC
interim:

e sequestration is the process by which caps are lowered on discretionary federal spending to
levels outlined in the Budget Control Act and automatically canceling or reducing
budgetary resources for some programs and activities financed by mandatory spending;

e for FY 13, without congressional action these automatic reductions will take the form of
across the board cuts;

e the congressional Budget Office estimates a possible sequestration amount as 7.8 percent
for non-defense discretionary funds; and

e by using this percentage LESC staff estimate the impact to New Mexico education is
approximately a potential $29.6 million dollar decrease to elementary, secondary, and
vocational programs in FY 14.

Guidance from the USDE indicates that the only likely impact to education the state faces as the
result of possible budget sequestration in school year 2012-2013 is a reduction of an estimated
$2.0 million in Impact Aid funds that flow to the districts that will take effect on January 2, 2013.

On September 14, 2012 the federal Funds Information for States reported that the US House of
Representatives passed a continuing resolution that would allow government to continue operating
at similar levels until March 2013; however, this action would require Senate approval. As of
September 24, 2012 the Senate had not taken action on the continuing resolution. PED staff may
wish to expand on the previous operating budget instructions to only budget 90 percent of federal
funds.

® The federal fiscal year runs from October 1 through September 30 of the next calendar year and is named for
the year in which it ends. Therefore, federal funding for federal fiscal year 2012 will be allocated to school districts
and other local educational agencies (LEAs)® for school year 2012-2013.
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Table 1: FY 13 PUBLIC SCHOOL SUPPORT AND RELATED APPROPRIATIONS
(after Executive action) ATTACHMENT 1

(dollars in thousands)
FY 12 Final Unit Value FY 12 Initial Unit Value

$3,598.87 $3,668.18
FY 13 Appropriation
Adjusted CS/HB 2 et al. as amended
FY 12 Laws 2012, Ch. 19
Appropriation (partial veto)

1|PROGRAM COST $2,255,050.1 $2,294,777.4 1

2]Replace Federal Fiscal Stabilization Funds and Education Jobs Fund $88,275.6 2

3JLaws 2011, Chapter 178 Retirement Adjustments ($25,274.4) $25,274.4 3

4]Laws 2011, Chapter 179 Unemployment Adjustments ($756.9) 4

S|ENROLLMENT GROWTH $3,000.0 $11,099.5 5

6] New Charter Schools $8,1824 |6

7| Year-to-year Base Unit Changes ($6,179.7) |7

8|INSURANCE COSTS $10,284.9 8

9|FIXED COSTS see line 68 |9
10JAdministrative and Efficiency Savings to Minimize Impact on Instructional Programs ($17,193.0) 10
11|Suspend High School Graduation/Standards-Based Assessment Requirements for 1 Year ($3,463.5) 11
12shift Return-to-work Employee ERB Contribution to Employee (9.4%) (54,860.5) 12
13|PROGRAM COST $2,294,777.4 $2,343,438.9 13
14 Dollar Difference over Prior Year Appropriation $48,661.5 14
15 Percent Change 2.1% |15
16{LESS PROJECTED CREDITS (568,436.0) ($69,000.0) * |16
17]LESS OTHER STATE FUNDS (from driver's license fees) ($850.0) (5850.0) 17
18|5TATE EQUALIZATION GUARANTEE $2,225,491.4 $2,273,588.9 * |18
19| Dollar Difference over Prior Year Appropriation $48,097.5 19
20| Percent Change 2.2% |20
21|CATEGORICAL PUBLIC SCHOOL SUPPORT 21
22| TRANSPORTATION 22
23] Operational $82,339.0 $83,874.2 23
24 Laws 2011, Chapter 178 Retirement Adjustments ($1,101.6) $1,101.6 24
25] Laws 2011, Chapter 179 Unemployment Adjustments ($31.5) 25
26] Rental Fees (contractor-owned buses) $11,724.4 $11,700.2 26
27 TOTAL TRANSPORTATION $92,930.3 $96,676.0 27
28] SUPPLEMENTAL DISTRIBUTIONS 28
29] Out-of-state Tuition $346.0 $346.0 29
30| Emergency Supplemental $1,924.6 $2,500.0 * |30
31] INSTRUCTIONAL MATERIAL FUND $15,092.8 $26,975.8 * |31
32| Dual Credit Instructional Materials $812.3 $857.0 * |32
33] INDIAN EDUCATION FUND $1,824.6 $1,824.6 * |33
34|TOTAL CATEGORICAL $112,930.6 $129,179.4 34
35|TOTAL PUBLIC SCHOOL SUPPORT $2,338,422.0 $2,402,768.3 35
36 Dollar Difference over Prior Year Appropriation $64,346.3 36
37 Percent Change 2.8% |37
38|RELATED APPROPRIATIONS: RECURRING 38
39|PUBLIC EDUCATION DEPARTMENT $10,534.2 $10,739.6 * |39
40 Regional Education Cooperatives Operations $938.2 $938.2 * |40
41 K-3 Plus $5,292.6 $11,000.0 * |41
42 Prekindergarten Program $6,292.6 $10,000.0 * |42
43 Early Childhood Education $500.0 43
44  Early Reading Initiative $8,500.0 * |44
45 Breakfast for Elementary Students $1,924.6 $1,924.6 45
46]  Teaching Support in Schools with a High Proportion of Low-income Students $500.0 * |46
47 Interventions for Low Performing Schools ("D" & "F" Schools) $3,500.0 * |47
48 New Mexico Cyber Academy $500.0 $890.0 48
49 OBMS/STARS Hosting and Operational Costs $673.6 $750.0 * 49
50 Advanced Placement $541.8 $541.8 50
51 College and Career Readiness (ACT, SAT, PSAT, Explore, Plan) $309.4 51
52 Statewide Formative Assessments (Short Cycle Grades 4-10) $2,500.0 52
53] Apprenticeship Assistance $192.4 $1924 53
54]  Mock Trials Program $87.1 54
55 GRADS —Teen Pregnancy Prevention $200.0 $200.0 55
56! Athletic and Extracurricular Support $50.0 * |56
S57|TOTAL RELATED APPROPRIATIONS: RECURRING $27,590.0 $52,573.1 57
58JGRAND TOTAL $2,366,012.0 $2,455,341.4 58
59' Dollar Difference over Prior Year Appropriation $89,329.4 59
60| Percent Change 3.8% |60
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Table 1: FY 13 PUBLIC SCHOOL SUPPORT AND RELATED APPROPRIATIONS

(after Executive action)
(dollars in thousands)

FY 12 Final Unit Value  FY 12 Initial Unit Value
$3,598.87 $3,668.18
FY 13 Appropriation
Adjusted CS/HB 2 et al. as amended
FY 12 Laws 2012, Ch. 19
Appropriation (partial veto)
61|RELATED APPROPRIATIONS: NONRECURRING (to PED unless otherwise noted) 61
62 Emergency Support to School Districts Experiencing Shortfalls $2,000.0 $4,000.0 * |62
63 Emergency Supplemental Support to Small, Rural, Isolated Districts with a Total MEM of $1,500.0 * |63
Fewer than 200
64 Reauthorization of 2010 Emergency Supplemental Appropriation $3,793.0 64
65 Common Core Transition $1,000.0 * |65
66] Governor's Educational Reforms and Initiatives $2,500.0 ]66
67 K-512 Science Instructional Materials for School Districts with Low Student Performance in 15000 * |67
Science
68 Supplemental Funding for Increases in School District and Charter School Fixed Costs $2,500.0 * |68
69 Increased Fuel Costs Faced .by School Districts and State-chartered Charter Schools (from $1,200.0 $1,500.0 * |69
the Emergency Transportation Fund)
70 Extend through FY 13 the Period of Time to Expend $1 million from the "Lockbox" to $1,000.0 * |70
Implement a New Teacher Evaluation System Based on Student Achievement Growth 20
7 Upd?te Data from 2007-2008 Public School Funding Formula Study (to Legislative Council s2s0 * |71
Service)
72] OBMS Maintenance and Support (Section 7) $450.0 * |72
73] STARS Upgrades and Enhancements (Section 7) $200.0 * |73
74|TOTAL RELATED APPROPRIATIONS: NONRECURRING $9,493.0 $13,650.0 |74

* See attachment for accompanying language.
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TABLE 2

Funds for State Formula-Allocated and Selected Student Aid Programs
U.S. Department of Education Funding

Program

College- and Career-Ready Students (Title I, Grants to LEAS)

School Turnaround Grants (School Improvement State Grants)

State Agency Program--Migrant Student Education

State Agency Program--Neglected and Delinquent Children and Youth Education
Subtotal, Accelerating Achievement & Ensuring Equity

Impact Aid Basic Support Payments
Impact Aid Payments for Children with Disabilities
Impact Aid Construction

Subtotal, Impact Aid

Effective Teachers and Leaders State Grants

Improving Teacher Quality State Grants

Mathematics and Science Partnerships

21st Century Community Learning Centers

Assessing Achievement (State Assessments)

Rural and Low-income Schools Program

Small, Rural School Achievement Program

Indian Student Education--Grants to Local Educational Agencies
English Learner Education (English Language Acquisition)
Homeless Children and Youth Education

New Mexico

2011 Actual
113,692,140
4,132,255
954,958
271,814
119,051,167

87,432,805
2,503,305
1,609,385

91,545,495

0
19,111,636
1,383,863
8,653,281
4,505,267
1,204,088
546,219
8,762,321
4,280,530
505,749

Subtotal, All of the Above Programs, which were or are proposed to be authorized by

the Elementary and Secondary Education Act

Special Education--Grants to States

Special Education--Preschool Grants

Grants for Infants and Families
Subtotal, Special Education

Career and Technical Education State Grants
Subtotal, Vocational and Adult Education
Subtotal, All Elementary/Secondary Level Programs

259,549,616

90,213,359
3,131,729
2,950,479

96,295,567

8,120,092
8,120,092
363,965,275

Source: USDE Website, http://www?2.ed.gov/about/overview/budget/statetables/index.html

119,499,159
4,143,996
953,105
360,409
124,956,669

98,167,406
3,165,542

0
101,332,948

0
19,147,373
1,269,260
8,729,513
4,505,467
1,236,240
562,416
8,913,722
4,047,474
534,853

275,235,935

91,005,697
3,126,461
2,970,033

97,102,191

8,127,523
8,127,523
380,465,649

120,746,572
4,221,566
953,104
360,225
126,281,467

98,167,439
3,165,521

0
101,332,960

14,310,441
0

0

0
4,505,467
1,895,606
557,085
8,913,686
4,047,476
534,295

262,378,483

91,005,695
3,126,466
3,119,137

97,251,298

7,966,225
7,966,225
367,596,006

Amount Change Percent Change
2012 Estimate 2013 Estimate FY 2012 to 2013 FY 2012 to 2013

1,247,413
77,570

-1

-184
1,324,798

33
-21
0
12

14,310,441
-19,147,373
-1,269,260
-8,729,513
0

659,366
-5,331

-36

2

-558

-12,857,452

-2

5
149,104
149,107

-161,298
-161,298
-12,869,643

1.00%
1.90%
0.00%
-0.10%
1.10%

0.00%
0.00%

0.00%

-100.00%
-100.00%
-100.00%
0.00%
53.30%
-0.90%
0.00%
0.00%
-0.10%

-4.70%

0.00%
0.00%
5.00%
0.20%

-2.00%
0.10%
-3.40%
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