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BILL SUMMARY 
 

Synopsis of Bill 
 
The Senate Finance Committee Substitute for Senate Education Committee Substitute for Senate 
Bill 305 (SB305/SECS/SFCS) amends the Charter Schools Act to define the term “virtual charter 
school” and only allows, early childhood education, basic education, special education, and 
National Board certified teacher program units to be used in calculating virtual charter schools’ 
program costs. 
 
FISCAL IMPACT 
 
SB305/SECS/SFCS does not appropriate funds. Using FY17 data, the state equalization 
guarantee (SEG) funding for virtual charter schools would decrease by about $3.4 million under 
the provisions of this bill, which would be redistributed to other school districts and charter 
schools in the state proportionally to the program cost of each school district or charter school. 
The program unit decrease for virtual charter schools would increase the program unit value by 
just over $5. The table below details the virtual charter schools affected by the bill and the 
projected fiscal impact. The changes in SEG funding would vary from year to year depending on 
the number of virtual charter schools and how many program units each virtual charter school 
generates. 
 
 SB305/SECS/SFCS Impact on SEG Funding (in thousands of dollars) 

School 
FY17 SEG 

(Actual) 
FY17 SEG under 

SB305/SECS/SFCS Difference 
Percent 
Change 

New Mexico Connections Academy 8,805.0  5,968.6 (2,836.5) -32.2% 
New Mexico Virtual Academy 2,800.6  2,637.5 (163.1) -5.8% 
Pecos Connections Academy 1,964.7 1,562.8 (401.9) -20.5% 
Total 13,570.4  10,168.9  (3,401.5) -25.1% 

 
The bill excludes at-risk and enrollment growth program units from the virtual charter schools’ 
program cost calculations.  At-risk program units for charter schools are calculated using the at-
risk index of the school district where the charter school is located. However, virtual charter 
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schools enroll students from across the state, making the at-risk index a poor measure of risk 
factors among virtual charter school students. Additionally, the nature of virtual charter schools 
allows for quicker enrollment growth with fewer capital outlay constraints, allowing virtual 
charter schools to generate large numbers of enrollment growth program units. In FY15, almost 
50 percent of New Mexico Connections Academy’s (NMCA) SEG funding resulted from 
enrollment growth units. 
 
SB305/SECS/SFCS excludes virtual charter schools from using a number of other program units 
to calculate program cost, including: 
 

• bilingual multicultural units, 
• fine arts education units, 
• elementary physical education units, 
• size adjustment units, 
• home school student program units, 
• home school student activities units, 
• charter school student activities, and 
• additional program units from the instruction staff training and experience index 

multiplier. 
 
The units listed above account for only 7 percent of total program units generated by virtual 
charter schools in FY17. 
 
SUBSTANTIVE ISSUES 
 
The number of virtual charter schools across the 
country has grown significantly since the late 1990s.  
By using technology to deliver education, online charter 
schools allow students to earn credits remotely, which 
could serve students with disabilities, who are 
homeschooled, or located in rural areas more 
effectively than traditional brick-and-mortar schools.  
New Mexico is one of 35 states and Washington DC to 
allow full-time virtual charter schools.  Currently, three 
virtual charter schools exist in New Mexico: 
 

• New Mexico Virtual Academy (NMVA), a 
locally chartered virtual charter school in 
Farmington that opened in the 2012-2013 school 
year and serves students in grade 6 through 12.  In December 2016, the Farmington 
Municipal Schools Board of Education voted to close NMVA due to the school’s 
performance and fiscal practices.  Earlier this month, the two parties reached an 
agreement that allows NMVA to remain open for two additional years, pending 
numerous conditions (see Attachment A); 

• New Mexico Connections Academy, a state-chartered virtual charter school in Santa Fe 
that opened in the 2013-2014 school year and serves students in grades 4 through 12; and 

• Pecos Connections Academy (PCA), a locally chartered virtual charter school in Carlsbad 
opened in the 2016-2017 school year that serves students in kindergarten through grade 8. 

 
New Mexico’s statutes are silent on virtual charter schools. 
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Fiscal issues.  New Mexico’s funding formula codified in the Public School Finance Act was 
written well before virtual schools existed.  In many ways, virtual charter schools are unlike 
traditional brick-and-mortar schools.  They have larger class sizes, enroll students from multiple 
school districts and, as a result, spend money differently.  Because of this, issues have arisen in 
the application of the funding formula to virtual schools. 
 
While most agree that the cost of virtual schooling is less than that of traditional schools (due to 
lower costs for facilities maintenance and student transportation, for example), there is little 
research to indicate the exact cost difference between the two.  The National Center for 
Education Statistics (NCES) indicates virtual schools may spend as much as 25 percent less than 
traditional schools.  According to a recent Legislative Finance Committee (LFC) report, 
however, virtual school costs are not significantly lower than those of traditional schools, even 
considering such factors as facility maintenance costs, suggesting that virtual schools in 
New Mexico have not demonstrated cost-effectiveness when compared with their traditional 
counterparts. 
 
In addition to cost-effectiveness concerns, questions remain about how virtual charter schools are 
actually spending formula funding.  While brick-and-mortar schools spend a majority of their 
budget on teacher compensation and support services for students, virtual charter schools tend to 
spend more on line items like “software” or “other contract services.”  A provision in NMCA’s 
contract with its content provider, Connections Education LLC, requires that the school pay the 
company $2,000 per student enrolled at the school.  There is some concern that New Mexico 
taxpayer dollars are being used to fund out-of-state companies, and potentially that the money is 
funding students or other virtual schools outside of New Mexico. 
 
Virtual charter schools also enroll many students from outside of the district where they are 
physically located (see Attachment B).  In New Mexico, funding generally follows the student, 
meaning that if a student transfers from a traditional public school to a charter school, that 
charter will receive that SEG funding for that student, drawing the money away from the local 
school district.  Despite this, New Mexico law does not currently require notice from virtual 
schools to be provided to all school districts.  The loss of predictability for other school districts 
may be particularly difficult for rural districts, many of which already are experiencing 
enrollment declines and have fewer resources than more heavily populated school districts. 
 
Student outcomes.  The majority of research on student 
academic outcomes indicates that virtual charter school students 
progress more slowly than their peers at brick-and-mortar 
schools, even after accounting for differences in demographics.  
These results are even more pronounced among at-risk 
populations.  Concerns about student outcomes from virtual 
charter school students are shared by education researchers and 
policymakers across the country. 
 
Virtual charter schools in New Mexico fare similarly to those 
across the nation with respect to student academic performance.  
Each virtual charter school has seen declines in their school 
grades since opening, and graduation rates, academic growth, 
and overall student proficiency at these schools have 
consistently lagged behind state averages. 
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Figure 2. Graduation Rates 
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ADMINISTRATIVE IMPLICATIONS 
 
SB305/SECS/SFCS would require the Public Education Department to alter the calculations for 
SEG distributions for virtual charter schools. 
 
SOURCES OF INFORMATION 

• LESC Files 
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Figure 3. School Grade Point Totals Statewide versus Virtual Charter Schools 
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ATTACHMENT A







ATTACHMENT B 
 

Distribution of Virtual Charter School Students by County of Residence, FY16 

County NMCA NMVA Total 

Percent of Overall 
Virtual Charter 

School Students 
Bernalillo 332 121 453 24.3% 
Sandoval 108 36 144 7.7% 
San Juan 46 72 118 6.3% 
Santa Fe 72 30 102 5.5% 
Doña Ana 59 34 93 5.0% 
Valencia 63 25 88 4.7% 
Lea 38 22 60 3.2% 
Chaves 32 27 59 3.2% 
Otero 47 9 56 3.0% 
Eddy 44 9 53 2.8% 
23 other counties 220 115 335 21.5% 
Total 1,061 500 1,561 100.0% 

 


