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Education Committee
HB 2593

Brief Description: Addressing school district accounting, budgeting, and reporting
reguirements.

Sponsors:. Representatives Rude, Callan and Pollet; by request of Superintendent of Public
Instruction.

Brief Summary of Bill

» Requires school districts to have arestricted minimum fund balance level
within their general fund and to submit certain financial datato the
Office of the Superintendent of Public Instruction each month.

Hearing Date: 1/26/26
Staff: Ethan Moreno (786-7386).
Background:

Among other requirements, school district budgets must be prepared, submitted, and adopted in a
format prescribed by the Office of the Superintendent of Public Instruction (OSPI), and in
conformity with an extensive accounting manual published by the OSPI and the Office of the
State Auditor.

School district budgets, which must be adopted annually by the applicable school district board
of directors, must include various funds and subfunds for the receipt, deposit, and authorized use
of district moneys. Examplesinclude:
» agenera fund to account for all financial operations except those required to be accounted
for in adifferent fund;
 alocal revenue subfund of its general fund for the financial operations that are paid from
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local revenues; and
 acapital projects fund for major capital purposes, including major renovations and
replacements of facilities and systems.

School district funds may have restrictions that limit the permitted uses of resources within the
fund. These restrictions may be externally imposed, such as by government or creditor
requirements, or internally imposed by the district's board of directors.

Summary of Bill:

Minimum Fund Balance for General Funds.

Beginning no later than the 2030-31 school year and each fiscal year thereafter, school district
boards of directors must include arestriction for aminimum fund balance within the district's
genera fund. This restriction must be in addition to other restricted fund balance amounts that
are limited to specific purposes by requirements of creditors or government entities, or for other
reasons.

The required amount for the minimum fund balance will vary by school district enrollment. 1If
the school district has an average of 2,000 or more annual full-time equivalent (FTE) students,
the fund balance must be no less than 6 percent and no more than 12 percent of their prior year's
state apportionment. If the school district has an average of fewer than 2,000 annual FTE
students, the fund balance must be no less than 8 percent and no more than 34 percent of their
prior year's state apportionment.

Agency Duties.

Although formulas set forth the general minimum fund balance requirements, the Office of the
Superintendent of Public Instruction (OSPI) must calculate the actual minimum and maximum
restrictions for review and adoption by the board of directors of each school district.

The OSPI must also adopt rules to implement the minimum fund balance requirements.

Allowable Uses of Fund Balance Resources.
School districts may not use the restricted fund balance resources for ongoing salaries and
benefits, but may use the resources for:

* costs associated with unanticipated actual changes in an annual average FTE enrollment

that exceed 2.5 percent from the prior school year;

» temporary cash flow needsin the general fund within the school year;

» emergencies or as necessary for the preservation of life, health, and safety; and

* one-time expenses as preapproved by the OSPI.

Subject to approval by the OSPI and conformity with applicable requirements, a school district
may temporarily spend below the minimum restricted fund balance levelsif the school district's
board of directors:

» adopts aresolution identifying the specific and permitted reason for the use of funds, the
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amount to be used, and the estimated remaining restricted fund balance amount; and

 submitsto the OSPI the resolution and a plan to restore the restricted fund balance to no
less than the minimum calculation within 12 months of the end of the subsequent school
year.

If aschool district fails to replenish its minimum fund balance in accordance with an approved
plan, the OSPI must:
 requirethe district to redirect its state apportionment in 12 equal, monthly installments
totaling the amount necessary to restore the minimum restricted fund balance calculated by
the OSPI; and
* include thisinformation in the school district's financial health indicators.

Monthly Financial Data—Submission and Penalty Provisions.
Beginning in the 2028-29 school year and each fiscal year thereafter, school districts must
submit monthly financial datato the OSPI no later than the last day of the subsequent calendar
month. The data must include, at a minimum, the following information for each fund of the
school district:

» monthly expenditures;

* monthly revenue;

 end of month cash balance;

* interfund loan activity; and

* any other debt or borrowing transactions.

If aschool district does not submit the required data within 45 days of the end of the reporting
month, the OSPI may withhold the subsequent monthly apportionment payment until the
required data is submitted.

Appropriation: None.

Fiscal Note: Requested on January 22, 2026.

Effective Date: The hill takes effect 90 days after adjournment of the session in which the bill is
passed.
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