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Formula Issues

Hearing Brief

Local-State Match Formula
o Temporary reductions set to expire in FY28

Narv Mexiso pulic schoal fscltes are funded through 3 mix of loal distict
Sines 2001 $33billion

tohelp

Capitsl Outlay Council avards fundine for school replacements, remodels,
Systems upgsades, and sl projects. Avsrd amousts vary by disict, 34
determined by the local-sate mtch funding forula. New Mexico's 59 school
R — propery ax rev

to squalizs

‘Beiy
“The ol 3y desizaed Tocaleffrt
hilesccouming o each doric s iy (o conbute, it he s providing policy rief
Inracentyears, two kay indicators suggest the fommila is not accurately captaring Distance Learning . -
e revenue. First, a groving maber of G w Arayes: Danist & Esupian, Sevior sl Andlst
Due: Ney28,20%
pressrss st s e toreevauatethe Sl sndreltsd
Key Points. i
S2d e Toa L Key Takeaways . .
+ The undertying intent of the s o e i f bl e 305 e R,
. inin 025, Despite i rle,disicts cofione fo a1y Ning n v Bt ars | Dol suce
i i = T © nrolimen row UNITS TOr online stuadents
u on the regulsion of | o wern Pugis 23,
I response t thess tends,the Public Scool Capital Outly of St st S0ecTE | ryge e reeprnay - - § "
e imprc Qresight Tk Fecce dinwcted Logidatve Education Study g These fremenorke. Vlexico Legislative Finance Committee

earrve st o isance

.
FO it h o : !
e Public Schol Fiilis Aubariy (PSFA) sta o sy he Z’::SJE?'LT;"‘ groems s Progress Report re I I l States I I l FY 8
ol o P e s of e i [ —
et s ot
o, rogaiing bo e

enion an o souceof
|55 s Sorngprgems nisws
o) e pte | S s s
233, which crested e
p

S| e Instructional Time and
it S Extended Learning
i Sty requremerts e .
[ty ity Opportunities in
e e co )

el ey s, e bl gkl o Public Schools

- = Instructional Time

itarce learming sesdent a5 one who s enrled none ormore.

ofcetence eeming,

iog. 1E2s3,

- Schools are switching to 4-day school weeks

‘pical Includes v nrsctions With tascher, nclusing Sal core nstucton, &lscthes, and o haure.
synatiencus Iriructanal e is ofen Independent and selfirssied, sush &5 oifine sssignments e

and encoura%ng families to apply for universal
+ childcare on the 5" day

> Schools are decreasing calendar days and
learning time but generating more funding

June 17, 2026




Local-State Match Formula

Key Findings from the 2026 LESC-LFC Report PSCOC Granted Waivers and Amounts
o Schools continue to request waivers of their local match

- Reward local mill efforts,

o Consider bonded indebtedness in the formula,
o Update cost assumptions for inflation,

- Modify the population density factor,

- Requiring preventative maintenance and project readiness, and m—Total Waiver §  ===# of Waivers

- Use a project-specific match formula rather than a district formula. Note: P26 is an esfimate.
ource: LESC analysis
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Local-State Match Formula

Potential Options

. ) ) Local Match Rates by District
> Do nothing — allow local match reductions to expire

100%
90%

o Adjust the existing local-match formula components to gy,
improve accuracy of district ability to contribute

o Inflation-adjusted construction costs per square foot
o Reduce amortization period
o Sliding scale for population density
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- Revise waiver criteria to reward local efforts to: 0% ‘

o Use cost-effective, prototype designs 10% ‘
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> Prioritize schools with good student outcomes 3

m Current Local Share Option 1: Do Nothing
> Switch to a project-based formula or new process Source: LFC analysis




Local-State Match Formula

Guiding Principles for Recommendations

Local-State Match Amounts

> Meet constitutional obligations $600
. . $500

- Ensure equity, fairness, and accuracy
$400

> Ensure accountability for performance = $300 I
$200

o Expect local participation and coordination 100 I

. . oy $0 =
> Promote long-term planning and sustainability FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25

Local Match After Waivers = State Match

- Encourage efficient design and utilization of space " Waneramounts

Source: LFC, LESC files

> Collaborate and engage with stakeholders




Distance Learning

Key Findings from the 2026 LESC Report Frre 2 Disancs Loaming ol by Locaton

o Transfer of an online school of 3,174 students 8120
between districts in FY26 created a $35 million 1800
shortfall for the state equalization guarantee (SEG)
due to new enrollment growth units in the formula

umber of studetns

> Distance learning students are not demographically

representative of students in New Mexico -
300
> Distance learning programs in the state follow three Tk 1 2 2 4 s 5 1 8 o 1 u 1
primary models: locally-managed and operated, third- e o
party management, and virtual charter schools ’ * Soure: LESC Anabss o PED Dot

o Laws 2026, Chapter 8 (HB253) created definitions,
reporting requirements, evaluation requirements, and
SEG formula changes for distance learning programs




Distance Learning

POte ntial Options FY26 Distance Learning Students
> Do nothing — allow generation of enrollment 6,000
growth units for movement or enroliment of o0

online students

4,000

- Adjust the SEG formula to account for cost 3,000
differences or preventing duplicate units
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> Define cases where distance learning is an
appropriate option for students
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Santa Rosa
Chama Valley
Albuquerque
Las Cruces

> Define instances where programs can serve
students outside their geographic boundary

Pecos Cyber
(Moriarty-Edgewood)
Gallup-McKinle

New Mexico Connections NG
(Santa Fe)

Carlsbad
Other Districts and Charters NG

(<100 Online Students)

- Define who should operate or oversee
distance learning programs

m Enrolled in LEA's Program m Residing within District

Source: LFC analysis of LESC data




Distance Learning

Guiding Principles for Recommendations

o Ensure equality and equity in SEG formula

Figure 3. Survey Results for Student Enroliment
5Y26

o Ensure programs are the student’s best option

mSocial/Emotional Issues

mHealth/Medical Reasons

> Ensure accountability for performance

@ Online Preference

OCredit Recovery

o Limit administrative burden

m Megative Schoool Environment
e B Flexibility and Work
- Reduce volatility of budgets

O Friend/Counselor Referral

mFamily Circumstances

- Encourage evidence-based practices

Source: Pecos Cyber Academy

> Collaborate and engage with stakeholders




Instructional Time

Key Findings from the 2026 LFC Report New Mexico Student Calendar

needed additional learning time to catch up

180 1,200
- ndBB
> Schools generated $175 million in K-12 Plus funding in FY26; Ifﬂ 1,000
the average school has added 3 days for students since FY18 120 800
2,100 g
o Two-thirds of K-12 Plus funding is generated from professional = 80 . :
work time when students are not in class 60 400
40
200
- Schools with a 5-day school week and less than 180 days get K- 20
12 Plus funding more easily by switching to a 4-day school week O m oo canmawo
trtiticeac
o After the ban on new 4-day school weeks ended in 2024, 23 Student Calendar Days
districts and charters switched to a 4-day school week, including |~ ludentinstuctional Hours
10 dlstrICtS in FY27 Mote: Weighted by student enrollment

Source: LFC analysis of PED data

o Scheduled instructional time and time-related interventions are
not reaching the students who need them the most




Instructional Time

Guiding Principles for Recommendations

o Improve the quality of instruction

o Support students who need more learning time

> Account for differences in economies of scale

- Remove incentives to decrease time for more funding
> Provide flexibility when in the best interest of students

o Clarify definitions to reduce ambiguity

> Collaborate and engage with stakeholders

K-12 Plus Funding Formula Units
Generated by Days
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For More Information
= hitps://www.nmleqgis.qov/Entity/LFC/Default

Sunny Liu, Principal Fiscal Analyst
Sunny.liu@nmlegis.gov
325 Don Gaspar — Suite 101
Santa Fe, NM 87501
505-986-4550
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