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December 12, 2006 
 
 
MEMORANDUM
 
TO:  Legislative Education Study Committee 
 
FR: Frances R. Maestas 
 
RE:  STAFF BRIEF:  FUNDING FORMULA STUDY TASK FORCE:  PROGRESS 

REPORT 
 

 
At least since 2001, the Legislative Education Study Committee (LESC) has heard concerns 
about a number of issues related to the Public School Funding Formula, including the: 
 
• alignment of the Training and Experience (T&E) Index with the three-tiered licensure system 

for teachers; 
• recognition of instructional support providers through the T&E Index or an alternate 

mechanism in the formula; and 
• fiscal difficulties faced by school districts with a membership of 200 or less. 
 
Appropriations to fund a study of the Public School Funding Formula in 2001, 2003, 2004, and 
2005 were vetoed.  However, in 2005 the LESC endorsed legislation that was enacted to create a 
Funding Formula Study Task Force and in 2006 to extend the term of the task force through 
December 2007.  Also in 2006, the Legislature appropriated $500,000 for an independent study 
of the funding formula. 
 
The 2006 Interim Workplan of the LESC includes a report outlining the progress of the public 
school Funding Formula Study Task Force during the 2006 interim.  The American Institutes for 
Research (AIR), the independent contractor selected by the task force to conduct a study of the 
current Public School Funding Formula, will also provide a report on its activities. 
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Issues: 
 
• As specified in current law, the study of the current Public School Funding Formula is a 

three-year process that will culminate in December 2007 when the final recommendations of 
the task force are presented to the Legislature and the Governor for consideration in the 2008 
legislative session. 

 
• The 2006 work plan of the Funding Formula Study Task Force (see Attachment 1) outlines 

the composition of the task force and the interim focus of the task force, namely selecting a 
contractor to conduct a study of the funding formula. 

 
• In August 2006, the task force selected AIR, headquartered in Palo Alto, California, to 

conduct an independent study of the funding formula.  According to AIR research team (see 
Attachment 2), the goals of the study are to: 

 
 obtain public input on defining the goals, priorities and issues in public school finance; 
 determine what it will cost to provide an adequate education for all New Mexican 

students; 
 examine and potentially modify the current funding formula to distribute necessary 

resources; and 
 assess available revenue sources to fund any necessary changes. 

 
• To accomplish these goals, AIR research team indicates that the study will be conducted in 

four phases: 
 

 Phase 1, Public Input on Definition of an Adequate Education:  Currently in progress, 
AIR is examining the existing definition of educational ‘adequacy’ as implied by state 
law and soliciting input through a series of surveys of key constituencies (including 
principals, superintendents, teachers, parents, business officials, and community 
members) and in open town hall meetings being held statewide. 

 
AIR reports that the public feedback is to be synthesized into a goals statement for 
New Mexico public schools and presented to AIR-selected panels of highly qualified and 
recognized educators.  These panels will be asked to develop instructional program 
designs to achieve the New Mexico goals and priorities and to specify the resources and 
services necessary to deliver those programs to students statewide. 

 
 Phase 2, Costing Out Educational Adequacy:  The second phase of the study will 

focus on determining the costs of ensuring that all students have access to the programs 
and resources necessary to achieve the goals and priorities established in Phase 1 of the 
project. 

 
According to AIR, the cost analysis is to consider: 

 
 Need – pupil needs such as poverty, English language skills, disabilities, 

exceptionalities, vocational interests, and mobility; 
 Scale – the scale of school and district operations; and 
 Price – variations in the cost of comparable resources (such as teachers and other 

school personnel) across different regions of the state. 
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 Phase 3, Evaluating the Current Funding Formula and Developing Modifications:  

Using the costing-out results from Phase 2 as the foundation for recommending changes 
or modifications to the current methodology for funding public schools, Phase 3 tasks 
also include a comparative analysis of current versus adequate expenditures and their 
effect on student outcomes. 

 
 Phase 4, Analysis of Existing and Potential Revenue Sources:  In the final phase of the 

study, the AIR research team will evaluate current revenue streams and identify potential 
sources of revenue that could be used to provide the necessary funding to support an 
adequate education across all school districts. 

 
Background: 
 
• In 2005, LESC-endorsed legislation was enacted to create the public school Funding Formula 

Study Task Force, through December 15, 2006, to initiate a comprehensive study of the 
New Mexico Public School Funding Formula.  Since the $200,000 appropriated by the 
Legislature to support this study was vetoed, the Legislative Council approved and supported 
the initial phase of the study, which focused on understanding the historical development and 
policy decisions of the current Public School Funding Formula. 

 
• Among its provisions, the law charged the task force with approving a request for proposals 

and selecting a contractor to conduct a study of the Public School Funding Formula to 
include: 

 
 the expectations of the public and statutory requirements for New Mexico’s public 

education system; 
 the costs of those expectations and requirements; 
 an examination of the T&E Index and its alignment with the three-tiered licensure system 

for teachers; 
 the problems particular to small schools and small school districts; and 
 any other factors that might affect the equity and efficacy of the Public School Funding 

Formula as a whole. 
 
• In 2006, legislation endorsed by the LESC was enacted to extend the term of the Funding 

Formula Study Task Force until December 2007, and $500,000 was appropriated to the 
Legislative Council to pay costs associated with the task force and the study, including 
contracting with an individual or individuals selected by the task force to conduct a formula 
study.  The task force is required to make recommendations to the Legislature and the 
Governor by December 15, 2007. 

 
Public School Funding Formula 
 
• Enacted by the New Mexico Legislature in 1974, the state’s current Public School Funding 

Formula was designed to distribute operational funds to local school districts in an objective 
manner, based upon the educational needs of individual students and the costs of the 
programs designed to meet those needs. 
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• The original program cost differentials were based upon nationwide research and data 
regarding the relative costs of various school programs, as well as experience in New Mexico 
public school system. 

 
• The objectives of the formula are (1) to equalize educational opportunity statewide (by 

crediting certain local and federal support and then distributing state support in an objective 
manner), and (2) to retain local autonomy in actual use of funds by making the distribution 
noncategorical, thus allowing districts to address needs at the local level. 

 
• The formula is divided into three basic parts: 
 

(1) Educational program units that reflect the different costs of identified instructional 
programs; 

 
(2) Training and Experience units that attempt to distribute additional funds so that districts 

may hire and retain more highly educated and more experienced instructional 
personnel; and 

 
(3) Size adjustment units that recognize local school and district needs, economies of scale, 

marginal cost and other increases for growth in enrollment from one year to the next, 
and adjustments for the creation of new districts. 

 
• The last comprehensive study of the Public School Funding Formula was completed in 1996.  

Prior to the study, school districts had expressed concern about a number of issues, including: 
 

 waivers given by the education department to certain districts in regard to the way in 
which the district’s were calculating their T&E indexes, 

 the perceived unfairness of the density factor; 
 the level of funding for special education, and 
 the apparent inequity in the availability of capital outlay resources. 

 
• In response, in 1995, the Legislature in conjunction with the former State Board of Education 

and the Office of the Governor created a Public School Funding Formula Task Force to study 
these issues in the context of the entire Public School Funding Formula.  The task force, 
which met throughout the late summer and fall of 1995, selected a consultant in January 
1996.  The consultant completed his report in November 1996, and the task force made its 
recommendations to the 1997 Legislature. 

 
• The resulting legislation, which was enacted and signed into law: 
 

 replaced the density factor with the at-risk index; 
 cost differentials for related services; and  amended the special education

 eliminated the T&E waivers. 
 
• In another study conducted during the 2003 interim, the directors of the LESC, the 

Legislative Finance Committee (LFC), and the Legislative Council Service (LCS), under the 
direction of the legislative leadership, jointly funded a study of the relationship between the 
three-tiered licensure system and the T&E Index.  Although the consultant’s final report 
included a recommendation to replace the current index with one more closely aligned with 
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y both the LESC and 
the LFC to postpone action until additional evaluations could be made. 

• artment, in cooperation with the LESC, formed 
the Training and Experience Work Group to: 

 

 ine the possible inclusion of instructional support providers in a new, aligned index; 

 develop recommendations for the 2005 legislative session. 

• y the work group was for a comprehensive study of the 
Public School Funding Formula. 

•  

ake recommendations regarding potential solutions 
for possible consideration by the LESC. 

• 

than 

rk Group recommended a comprehensive study of the Public School 

• sis of 
 a Public School 

ding 
k Force and AIR in conducting the study of the current Public School 

unding Formula. 

 

the new licensure system, problems determining the potential effect of the proposed change 
on the distribution of funds to individual districts resulted in a decision b

 
In the 2004 interim, the Public Education Dep

 study the implications of the three-tiered licensure system on the T&E Index; 
exam
and 

 
The first recommendation made b

 
Also in 2004, several small school district superintendents presented the House Education
Committee with a proposal to establish a separate formula for incremental supplemental 
funding for districts with an enrollment of 200 or less.  As a result, during the 2004 interim, 
the LESC convened the Small School District Work Group to identify problems common to 
the state’s small school districts and to m

 
The major problem identified by the Small School District Work Group is that the current 
Public School Funding Formula does not generate sufficient operational funds for small 
districts, resulting in staff and program reductions and in salary schedules that are lower 
those in other districts.  In order to develop long-term solutions to ensure sufficient and 
equitable funding not just for small school districts but for all public schools, the Small 
School District Wo
Funding Formula. 

 
Several attempts were made by the Legislature to appropriate funds and begin an analy
the Public School Funding Formula; however, appropriations to fund
Funding Formula study were vetoed in 2001, 2003, 2004, and 2005. 

 
Presenters: 
 
For this presentation, Ms. Jonelle Maison, Contract Manager, LCS, and Dr. Jay G. Chambers, 
Managing Director, AIR, will discuss the 2006 interim activities of the Public School Fun
Formula Study Tas
F
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Questions the committee may wish to consider: 
 
1. How is an adequate education defined in other states? 
 
2. Of those states that have defined an adequate education, how many of them fund their public 

schools based on the definition? 
 
3. How will the costing-out phase of the study determine costs for every school and for every 

school district in the New Mexico? 
 
4. How can student outcomes be linked to school funding and expenditures? 
 
5. In what phase of the study will the contractor address the problems particular to small 

schools and small school districts and examine the T&E Index and its alignment with the 
three-tiered licensure system for teachers? 
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