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Three Areas of Review

 The Legislative Education Study Committee

e The Appropriation for Public School Support

e The State Revenues: October 2010 Update



Legislative Education Study Committee

* In 1965, New Mexico Legislature had foresight
to create the LESC

e Currently the only permanent bicameral,
bipartisan interim education committee of a
state legislature in the entire country.



LESC Statutory Authority

To conduct:
— a continuing study of all education in New Mexico;
— the laws governing such education; and

— the policies and costs of New Mexico educational
system



LESC Legislative Recommendations

e Policy: changes or new provisions

* Appropriations for public school support,
including:

— State Equalization Guarantee (SEG or Public
School Funding Formula)

— Categorical Public School Support
— Public-education-related appropriations



Charter School Fiscal Concerns

 Small school size adjustments in public school
funding formula.

— LESC Response: Eliminate small school size units for
schools claiming more than one school in one facility.

 Double funding of students when a new charter
school is created.

— LESC Response: eliminate prior-year district funding.

e Charter school moratorium

— LESC Response: Moratorium on all'new schools,
including higher education new branch
campuses/learning centers.



Charter School Capital Outlay
Concerns

e Oversight to ensure lease payments made to
private landlords are at fair market rates.

— LESC Response: introduce legislation to require
review by Public School Facilities Authority.

e Conflicts of interest when school founder is
also lease holder,

— LESC Response: introduce legislation to require
conflict of interest statements.



Charter School Concerns

e Lack of uniformity in-how property tax
revenues are distributed to charter schools;

» School district noncompliance with provisions
in law requiring distribution of SB 9 & HB 33
funds; and

e Lack of consequences for such
noncompliance.



Charter School Requests

e Require an accounting of 2 percent of charter
school budgets received by authorizer;

* Provide clear authorizing standards for
oversight of charters; and

 Amend enrollment procedures to grant
priority to children of faculty & staff of charter
school.



THE APPROPRIATION FOR PUBLIC
SCHOOL SUPPORT



Opening
the
Doors

Building the Appropriation for Public School
Support
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FY 05 FY 06 FY 07
APPROPRIATION APPROPRIATION APPROPRIATION

PROGRAM COST $1,802,906.6 $1,903,074.6 $2,027,662.3

Adjustment for Overprojection of FY 04 Cash Balance Credit ($11,600.0) 4 A
Adjusted Program Cost $1,791,306:6 / V4
ENROLLMENT GROWTH $5,200.0 /$14,700.0 /
FIXED COSTS $1,900.0 / $2,100.0 /
INSURANCE COSTS $19,000.0 / $16,300.0 /
COMPENSATION for Public School Employees: 1.25 percentin FY 06 7. /

Teachers $19,276.0 /. /$62525 5

Instructional Staff $3531.1 % $23819 |/

Other Certified and Non-certified $7,991.7 bk $5,372.7

Annualize FY 04 6.0 percentraise in FY 05 for Teachers & Instructional Staff $25,830.5 /

Minimum: Salaries — Three-tiered.Licensure Structure / /

Levels 2 & 3 to $35,000.in FY 05 $8,638.7 J: i
Levels 2 &3 to $40,000in FY 06 / $51,800/0

Minimum Salary— Educational Assistants * $5,000.0 $1,990.0

Increase’in Employer's ERB Contribution (.75 percent) $11,780.6
Full-day Kindergarten Phase V $9,600.0 ]7
Full-day Kindergarten — Replace TANF Funds ;(4,000.0
Student Assessment CRTs/School District Costs $1,800.0 /$2,000.0
Elementary Fine Arts (Year 3) $4,000.0 / ¥ $6,000.0
PROGRAM COST $1,903,074.6 $2,027,662.3
LESS PROJECTED CREDITS ($61,000.0) ($58,600.0)
LESS OTHER STATE FUNDS (from driver's license fees) ($1,700.0) ($1,300.0)
STATE EQUALIZATION GUARANTEE $1,840,374.6 $1,967,762.3




Fiscal Year 2009
Adjusted for

Fiscal Year 2010
Adjusted for

Fiscal Year 2011
(with..544%0

Appropriations Solvency Solvency Sanding)
State Equalization Guarantee (SEG) $2,323,983.9 $2,105,762.2 $2,268,397.4
Federal ARRA dollars $210,200.0 $23,898.0
"Education Lockbox'' $35,753.6
Adjusted SEG Total $2,359,737.5 $2,315,962.2 $2,292,295.4
Dollar Difference from FY 09 ($43,775.3) ($67,442.1)
Percent Change -1.9% -2.9%
Categorical Public School Support $159,252.3 $124,667.0 $118,210.3
Dollar Difference from FY 09 ($34,585.3) ($41,042.0)
Percent Change -21.7%0 -25.8%0
Related Appropriations (including
PED Budget) $55,450.4 $45,650.3 $31,393.3
Dollar Difference from FY 09 ($9,800.1) ($24,057.1)
Percent Change -17.7% -43.4%
Grand Total $2,574,440.2 $2,486,279.5 $2,441,899.0
Dollar Difference from FY 09 ($88,160.7) ($132,541.2)
Percent Change -3.4%0 -5.1%0
Unit Value $3,871.79 | $3,792.65 | $3,712.45

SOURCE: Department of Finance and Administration FY11 General Fund Tracking, 03/01/2010




3.2% Reduction & federal Education Jobs Dollars
in FY 11

e S73 million cut to public schools

o Supplemented with $64.9 million from federal
Education Jobs to funding formula

e Result is .38 percent decrease statewide to
funding formula



General Fund Recurring Appropriations

Total Public Ed Percent
1990: S1.7 billion S876 million 50.3%
2005: S4.4 billion S1.9 billion 45.4%
2009: S5.9 billion S2.5 billion 43.3%
2010: S$5.3 billion S2.3 billion 43.2%

2011; S5.2 billion S2.3 billion 45.0%



Federal ARRA Dollars in Public School
Funding Formula

2010: $S210.2 million

(Result =2.1% decrease in total
funding)

2011: additional $23.9 million supplanted

(Result = 1.8% decrease in total
funding)

2012: S69.4 million still remains to be
restored with General Fund dollars






Where Does the Money Come From?

e General Fund

 Federal Mineral Leasing receipts



FY 11 General Fund Revenues
October 2010 Report

gross receipts (-519.4 m but +5.2%);

selective sales taxes (alcohol, tobacco, bed tax,
gaming, motor vehicle excise) (-S5.5'm but +16.7%);

personal income tax (-S12 m but +9.3%);
Corporate income tax $+44.3 m and + 75.9%)
Energy-related revenue (-544.8 and — 4.6%);

Investment earnings, including distributions from the
Land Grant Permanent Fund (+5$1.1 m and +.4%)and

Other revenues (-S3.6 m but +6.7%)



Federal Mineral Leasing Receipts

e The federal Mineral Lands Leasing Act (30 USCA 181 et seq.) provides that
50% of net receipts from federal mineral leases on any public domain land
located within state boundaries shall be paid to the state where the lands
are located.

» receipts are specifically appropriated in law for:

— annual appropriation to the bureau of geology and mineral resources
of the New Mexico Institute of Mining and Technology;

— annual appropriation to the instructional material fund for the
purchase of free instructional materials for school students and for the
administration of the fund; and

— the remainder to the public school fund for distribution to the public
schools.



Land Grant Permanent Fund

Fund is derived from lands given by the United
States to the territory of New Mexico in
accordance with the Ferguson Act of 1898 and
from additional land similarly granted by the
Enabling Act of 1910 in anticipation of the
conferring of statehood.



Public School Fund

Revenues in Fund support:
— State Equalization Guarantee Distribution
—  School Transportation

— Supplemental Distributions, including:
e  Out-of-state Tuition
Emergency Supplemental
e  Emergency Capital Outlay






October 2010 Consensus General Fund Revenue

Estimates
(dollars in millions)

Revenue:

July Consensus forecast $5,429.5
October revisions -S 814
Total revenue $5,348.1

Appropriations:

Flat budget FY11 general fund $5,204.0

Replace Medicaid S 279.8
* Replace Public Schools federal funds S 88.9
o  Replace TANF balances S 330
e Total needed for current services $5,605.7
o Surplus/deficit -§ 257.6

e % of appropriations -4.9%



Assumptions

Legislation to continue the current treatment of
the following programs:
— ERB (sixth year 0.75% increase) $20.0

— Increase employee contribution to retiree health
care S11.5

— Increase employee share of ERB/PERA
contribution S42.2

— Use 50% of tobacco settlement revenue for
Medicaid $19.8



Replace $88.9 million for public
schools

LESC considerations include:

Reduce instructional days @ $12.9 m/day;
Reduce professional days @ $11.3 m/day;

Increase ERB/PERA contribution swap by
additional 1.5% = $23.2 m

Elementary Breakfast: priority to non-Provision 2
schools =S1 m

Eliminate double funding of new charter school
students =S1.6 m

Reallocate unspent Graduate NM dollars



Charter Schools

e 1993: original Charter Schools Act enacted

— Allowed only 5, all of them converted traditional
schools — only Turquoise Trail Elementary remains

e 2006: current Charter School Act enacted

— During 2010 interim, LESC reminded of purpose of act:
* Encouraging use of different & innovative teaching methods;
e Improving student achievement;
* Providing educational alternative; and

* Holding charter schools accountable for meeting educational
standards & fiscal requirements.



Variety in Charter Schools

e 2010 interim testimony to LESC :

— PreK-6, Turquoise Trail Elementary: original
remaining school;

— K-12, El Camino Real Charter: school improvement
school;

— 9-12, Gordon Bernell Charter: out-of-school adult
students, including inmates and recently released
inmates; and

—9-11, NM School for the Arts: residential school
with arts-related curricula.
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LESC School Finance Workgroup

Update Public School Accounting & Budgeting
Manual;

Transfer internal audit positions @ PED to
State Auditor;

Codify requirements for school business
official licensure;

Mandatory training for superintendents on
evaluation of school business officials;

Increase hours of training to 10 hours



LESC School Finance Workgroup

Include successor planning in school budget
process;

Encourage consolidation of business service;

“ethical misconduct” to include fraud, waste
and abuse of property or resources;

Require PED to track the denial, suspension or
revocation of school business official license;
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