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1. BACKGROUND 

2. CURRENT FUNDING FORMULA 

a) BASICS –goals of the Public School Funding Formula 
(PSFF); 

b) MECHANICS – how the PSFF is calculated;  

c) MODIFICATIONS – what happens when a change is 
made to the PSFF; and  

d) EXAMPLE – example of a proposed modification to 
the PSFF (House Bill 165).  



Context and history related to the PSFF. 

BACKGROUND 



Background (See Appendix A)  

 Prior to 1974 the funding method for NM schools 

was based on local district wealth. 

 

 During the 1974-1975 school year, the current 

funding formula was implemented. 

 

 This formula was based on a model developed by 

the National Education Finance Project in the late 

1960s and early 1970s. 



Background 

 In 2008 the American Institutes for Research (AIR) 

conducted an independent comprehensive study of 

the NM PSFF and found that: 

 additional funding would be required to bring school 

districts and charter schools to sufficient spending 

levels; and 

 in FY 2008 an additional $334.7 million or a 14.5 

percent increase in funding would be required to 

achieve sufficiency. 



Background 

 AIR recommended that the state consider a revised, 
simplified funding formula, including: 

 a smaller and simplified set of student-needs weighting 
factors to achieve an equitable distribution of funds 
according to student need; 

 a simplified set of programmatic weights for student 
grade level composition for elementary, middle, and 
high school students; and 

 an enrollment size weighting schedule that accounts 
separately for the scale of district operations and 
charter school operations. 



BASICS 

MECHANICS 

MODIFICATIONS 

EXAMPLE 

CURRENT FUNDING FORMULA 



Basics (See Appendix A) 

The PSFF: 

 recognizes different costs for various educational 
programs including grade level, special education 
(SPED), bilingual, fine arts and physical education 
(PE); 

 is designed to distribute operational funds to school 
districts and charter schools in a non-categorical 
manner; 

 provides for local school district autonomy in meeting 
local priorities and needs; 

 

 



Basics 

The PSFF: 

 is student driven;  

 operates under the principle that all students are 
entitled to an equal educational opportunity despite 
differences in local school district wealth; and 

 establishes the educational need of each school district 
and charter school, based on the average number of 
students enrolled on the prior year’s second and third 
reporting dates, and participating in the legislatively 
defined programs. 

 

 



Mechanics 

In order to determine the State Equalization 

Guarantee (SEG) distribution, the following 

information is required: 

1. The appropriation to the SEG;  

2. The appropriated program cost; 

3. The total statewide units; and  

4. The unit value.  



Mechanics (See Appendix B) 

  



Mechanics (See Appendix C) 

Total Statewide Units 
 

The steps of calculating the sum of the Total Statewide Units: 
 

 Step 1)  Calculate and total the Program Units; 

 Step 2)  Multiply the Program Units by the Instructional Staff Training & 
Experience (T&E) Index to obtain the Adjusted Program Units; and  

 Step 3)  Calculate the other Add-on Units using the individual cost differentials 
and calculation methods that recognize: 

 Local school and district needs; 

 Economies of scale;  

 Enrollment growth from one year to the next; 

 At-risk students;  

 National Board for Professional Teaching Standards certified teachers; and  

 Creation of a new district.   

 Step 4)  Sum the Adjusted Program Units and the Add-on Units to determine 
the Total Statewide Units 



Mechanics:  

Step 1 (See Appendix C) 

 

 

 

 

 

 

 

 

 

 

 

Total Statewide Units Cont’d 
 



Mechanics:  

Step 2 (See Appendix C) 

Total Statewide Units Cont’d 
 

 Multiply the TOTAL Program Units by the district or 

state-chartered charter schools Instructional Staff 

Training & Experience Index (T&E Index) to obtain 

the:  

 ADJUSTED PROGRAM UNITS.  

 

 



Mechanics:  

Step 2 (See Appendix D) 

Total Statewide Units Cont’d 



Mechanics:  

Step 3 & 4 (See Appendix C) 

 D-Level Non-Profit Training Center Special 
Education Units  

 Size Adjustment Program Units  

 School Size: Elementary/Junior High, 
Senior High 

 District Size 

 Rural Isolation Units  

 New District Adjustment Units  

 At-Risk Factor  

 Enrollment Growth Units  

 National Board for Professional Teaching 
Standards Units 

 Charter School Activities Units 

 Home School Student Activities Units  

 Save Harmless Units 

After including these units, we have obtained our: 

ADJUSTED + Add-on Units = GRAND TOTAL 
UNITS 

 

Total Statewide Units Cont’d 



Mechanics (See Appendix E) 

Unit Value 
 

   The Unit Value is established using the following 

formula: 

 

 

 

 

 



Mechanics (See Appendix E) 

Unit Value Cont’d 
 

1) Since the General Appropriation Act (GAA) of 1992, the Secretary 
of Public Education has been required to establish a preliminary 
Unit Value for the SEG to be used for districts to establish tentative 
budgets based on projected units. 

 

2) Each GAA since the GAA of 1992 has authorized the Secretary of 
Public Education, upon verification of the number of units statewide, 
to adjust the program unit value. 

  

3) Beginning with the GAA of 1998, and in each GAA since, it has been 
specified that any adjustment to the program unit value (as 
referenced in #2, above) may occur no later than January 31st for 
the corresponding fiscal year (e.g. for FY 13, no later than January 
31, 2013).  



Mechanics (Appendices E & F) 

Calculation of the FY 14 Unit Value: 
 

 Remember, the following formula must hold:  

 

    

 FY 14 Preliminary Unit Value calculation: 

$3,817.55 =  $2,426,395,800 

                       635,589.8 

 Appendix F provides a History of Unit Values since 

the introduction of the funding formula in 1974.  
 



Modifications 

 The PSFF has been modified several times since 
1974 in efforts to improve equity of educational 
funding.  

 

What happens when a change is made to the PSFF? 
 

 Generally, due to the equalized nature of the PSFF, 
when modifications are made to the PSFF that 
affect total statewide units, it has an impact on the 
distribution to districts and state-chartered charter 
schools.  



Modifications Cont’d  

Types of Changes: 
 

 A change that increases the Total Statewide Units 

Modifying a cost differential factor; or  

Modifying or adding new programs or components to 
the funding formula.  

 

 A change that decreases the Total Statewide Units  

Modifying a cost differential factor; or  

Modifying or removing programs or components of the 
funding formula.  

 



Modifications Cont’d  

(See Appendix G) 

Identifying the Winners & Losers – Questions to Ask: 
 

1) Will this change result in an increase or decrease in the 

Total Statewide Units? 
 

2) How does this increase or decrease in the Total Statewide 

Units impact the Unit Value? 
 

3) Based on the changed Unit Value, how will districts and 

state-chartered charter schools see their SEG distribution 

change? 

 

 



Example: (See Appendix H) 

House Bill 165a – School Finance Units for Small Districts 
 

 HB 165 proposed to modify the size adjustment program unit 
section of the Public School Finance Act to generate units for 
school districts with membership less than 200, including early 
childhood education, provided that the Public Education 
Department (PED) certifies that: 

 

 the school district has implemented practices to reduce scale 
inefficiencies, 

 including shared service agreements with regional education 
cooperatives (RECs) or 

 other school districts for non-instructional functions; and 
distance education. 

 



Example: (See Appendix H) 

 

 



Example 

Results: 
 

If HB 165 had been in place in FY 13: 
 

 Approximately 1,333 additional units would have been generated 
statewide 

 School districts with enrollment numbers below 200 would have been 
impacted positively.  

 In order to “hold harmless” any losing districts or charter schools, a $4.6 
million appropriation of new money for FY 14 would have been 
necessary.  

 This $4.6 million would have allowed the change to take place without 
reducing the Unit Value or having any district or charter see their SEG 
distribution amount fall below FY 13 levels.  

 However, as with any change, when an appropriation is used for a 
“hold harmless” provision, that appropriation does not flow through the 
current formula.  



In Summary: 

 

 Most modifications to the PSFF increase the number of 
Total Statewide Units.  

 

 When that happens, ask how will the Unit Value be 
affected?  
 

 If there is a change to the Unit Value, ask how the 
distribution to school districts and state-chartered 
charter schools will change and if there is an 
appropriation included with the legislation.  
 

 Ask the bottom line question: who are the winners and 
who are the losers as a result of this change?  



Thank You!   

 
 

Questions?  
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