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WSR 26-13-073
PROPOSED RULES
SUPERINTENDENT OF

PUBLIC INSTRUCTION
[Filed June 15, 2026, 9:49 a.m.]

Original Notice.

Preproposal statement of inquiry was filed as WSR 26-09-124.

Title of Rule and Other Identifying Information: WAC 392-123-049
Basis of budgeting and accounting, 392-123-060 Petition to budget re-
ceivable collectible in future fiscal periods, 392-123-071 Budget ex-
tensions—First-class school districts, 392-123-072 Budget extensions—
Second-class school districts, 392-123-076 Identification of balanced
budget, 392-123-078 Review of first-class school district budgets and
budget extensions, 392-123-079 Review of second-class district budgets
and budget extensions, 392-123-080 Budget determined to be unsound af-
ter superintendent's review, 392-123-095 Budget as noncompliant and
unsound, 392-123-100 Revised budget not submitted or noncompliant,
392-123-105 State board of education action regarding missing or non-
compliant budget, 392-123-121 Financial condition determined to be un-
sound after superintendent's review, 392-123-150 Interfund loans—Pay-
ment of interest, and 392-123-171 Proceeds from the sale of school
district real property when district is subject to binding conditions.

Hearing Location(s): On July 23, 2026, at 10:00 a.m. Virtual pub-
lic hearing via Zoom (call-in option also available). Participation
link available on the office of superintendent of public instruction
(OSPI) rules web page at ospi.kl2.wa.us/policy-funding/ospi-
rulemaking-activity. For participation questions, please email
sirena.wu@kl2.wa.us.

Date of Intended Adoption: July 27, 2026.

Submit Written Comments to: Becky McLean, Manager, Enrollment Re-
porting and Categorical Funding, OSPI, P.O. Box 47200, Olympia, WA
98504, email becky.mclean@kl2.wa.us, beginning June 16, 2026, 8:00
a.m., by July 23, 2026, 5:00 p.m.

Assistance for Persons with Disabilities: Contact Sirena Wu, OSPI
rules coordinator, phone 360-480-9317, TTY 360-664-3631, email
sirena.wu@kl2.wa.us, by July 16, 2026.

Purpose of the Proposal and Its Anticipated Effects, Including
Any Changes in Existing Rules: OSPI is proposing rule making to ad-
dress school districts' budgeting practices. Additionally, OSPI is
proposing rule making concerning the sale of real property by school
districts who are in binding conditions and to address the charging of
interest when districts [are] in binding conditions or under enhanced
financial oversight for temporary interfund loan from its capital
projects fund in alignment with SSB 5412 (2025).

Reasons Supporting Proposal: Districts experiencing financial
solvency issues, under binding conditions, and seeking apportionment
advances require additional rules to clarify existing statutes and
rules.

Statutory Authority for Adoption: SSB 5412 (chapter 384, Laws of
2025), RCW 28A.65.465, 28A.150.290, 28A.335.135, 28A.505.040,
28A.505.090, 28A.505.140, and 28A.710.220.

Statute Being Implemented: Districts experiencing financial sol-
vency issues, under binding conditions, and seeking apportionment ad-
vances require additional rules to clarify existing statutes and
rules.
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Rule is not necessitated by federal law, federal or state court
decision.

Name of Agency Personnel Responsible for Drafting: Becky McLean,
OSPI, 600 South Washington Street, Olympia, WA, 360-725-6306; Imple-
mentation: Paul Stone, OSPI, 600 South Washington Street, Olympia, WA,
360-725-6303; and Enforcement: Shawn Lewis, OSPI, 600 South Washington
Street, Olympia, WA, 360-725-6019.

A school district fiscal impact statement is not required under
RCW 28A.305.135.

A cost-benefit analysis is not required under RCW 34.05.328.

This rule proposal, or portions of the proposal, is exempt from
requirements of the Regulatory Fairness Act because the proposal:

Is exempt under RCW 19.85.025(4).

Is exempt under RCW 19.85.030.

Explanation of exemptions: No small business economic impact
statement has been prepared under chapter 19.85 RCW. The proposed
amendment does not have an impact on small business and therefore does
not meet the requirements for a statement under RCW 19.85.030 (1) or
(2) .

Scope of exemption for rule proposal:

Is fully exempt.

June 15, 2026
Chris P.S. Reykdal
State Superintendent of Public Instruction

RDS-7241.2

AMENDATORY SECTION (Amending WSR 15-18-078, filed 8/28/15, effective
9/28/15)

WAC 392-123-049 Basis of budgeting and accounting. All school
districts and charter schools must utilize the following methods of
revenue and expenditure recognition in budgeting, accounting, and fi-
nancial reporting:

(1) Recognize revenue as defined in WAC 392-123-047: Provided,
That school districts that elect the cash basis of expenditure recog-
nition as defined below shall recognize revenue on the cash basis.

(2) Recognition of expenditures for all funds shall be on the ac-
crual basis: Provided, That school districts with under one thousand
full time equivalent students for the preceding fiscal year may make a
uniform election for all funds, except debt service funds, to be on
the cash basis of expenditure recognition. Notification of such elec-
tion shall be given to the state superintendent of public instruction
in the budget of the school district and shall remain in effect for
one full fiscal year ( (+—Preovided—Ffurther;—TFhat))..

(3) Charter schools may not elect to make a uniform election for
any funds to be on the cash basis of expenditure recognition.

((3y)) (4) School districts subiject to binding restrictions may
not elect to make a uniform election for any funds to be on the cash
basis of expenditure recognition until the fiscal year following the
district's release from binding restrictions by the superintendent of
public instruction.
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(5) Expenditures for activities prior to September 1st, but with-
in the school year as defined in WAC 392-121-031, are considered ex-
penditures of the school year commencing September 1st.

AMENDATORY SECTION (Amending WSR 24-22-049, filed 10/28/24, effective
11/28/24)

WAC 392-123-060 Petition to budget receivables collectible in
future fiscal periods. When a school district or charter school is
unable to prepare a budget or a budget extension in which the estima-
ted revenues for the budgeted fiscal period plus the estimated fund
balance or actual fund balance in case of a budget extension, at the
beginning of the budgeted fiscal period less the ending reserved fund
balance for the budgeted fiscal year do not at least equal the estima-
ted expenditures for the budgeted fiscal period, the school district
board of directors or charter school board may deliver a petition in
writing at least 20 days before the budget or budget extension is
scheduled for adoption to the superintendent of public instruction re-
questing permission to include receivables collectible in future peri-
ods beyond the fiscal period being budgeted in order to balance the
budget or budget extension for the fiscal period being budgeted. Said
petition shall include a resolution of the school board requesting
permission to budget receivables collectible in future fiscal periods
and other such information as the superintendent of public instruction
shall deem as necessary.

If such permission is granted, it shall be in writing, and it
shall contain conditions, binding on the district or charter school,
designed to improve the district's or charter school's financial con-
dition.

For the 2024-2025 ((amd)), 2025-2026, 2026-2027, and 2027-2028
budget periods, accepting binding conditions due to a negative fund
balance position is not required for school districts or charter
schools that have an interfund loan for more than the amount of the
negative position in the receiving fund. This time-bound exception is
provided in RCW 28A.505.130 so long as the transaction date on the
loan occurs on or before June 30, 2024.

For districts already subject to binding conditions or subject to
enhanced financial oversight, interfund loans may be used to balance
the budget of the borrowing fund when the loan is consistent with the
financial plan submitted by the district and approved by the superin-
tendent or financial oversight committee.

Any second-class school district subject to binding conditions
will be required to account for revenues and expenditures in the same
manner as a first-class school district.

AMENDATORY SECTION (Amending WSR 93-17-006, filed 8/5/93, effective
9/5/93)

WAC 392-123-071 Budget extensions—First-class school districts.
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stroyedby aceident——and noPprovisien—has)) Before incurring expendi-

tures in excess of current budgeted appropriations, the board of di-
rectors in a first-class school district shall adopt a budget exten-
sion resolution by the vote of the majority of all board members:

(1) When the budget extension is needed in the event of an emer-

ency:
(a) When no provisions have been made for such expenditures in

the adopted appropriation, the board of directors ((—apen—the—adeption

by—the—vote—eof themajeorityof all Pboard members—eof a resetutieon—stat
i+ag)) shall state the facts constituting the emergency((+)) and the
board of directors may make an appropriation therefor without notice
or hearing.

(b) For the purpose of this section, an emergency is defined as
events caused by fire, flood, explosion, storm, earthquake, epidemic,
riot, insurrections, or for the restoration to a condition of useful-
ness of any school district property, the usefulness of which has been
destroyed by accident.

(2) When a budget extension is needed, and the reason is not one
of emergencies enumerated above:

(a) If ((inp—first—etass—distriets)) 1t becomes necessary to in-
crease the amount of the appropriation, ((ared—Ff—+the—reasen—is——neot—one
of—th mergeneies——speeificallyenumerated—above)) the school district
board of directors, before incurring expenditures in excess of expen-
ditures therefor, shall adopt a resolution stating the facts and the
estimated amount of appropriation to meet it.

(b) Such resolution shall be voted on at a public meeting, notice
to be given in the manner provided in WAC 392-123-054. Its introduc-
tion and passage shall require the vote of a majority of all members
of the school district board of directors.

(c) Any person may appear at the meeting at which the appropria-
tion resolution is to be voted on and be heard for or against the
adoption thereof.

Two copies of all adopted appropriation resolutions shall be
filed with the educational service district, who shall forward one
copy to the superintendent of public instruction. One copy shall be
retained by the educational service district. The final date for
adopting appropriation resolutions extending budgets shall be the
close of business on August 31st or the last business day prior to Au-
gust 31st if August 31st occurs on a nonbusiness day. Each copy of all
appropriation resolutions filed shall have attached a copy of the
school district's latest budget status report. The revised budget
shall be in the format prescribed by the superintendent of public in-
struction and shall be prepared in accordance with instructions provi-
ded by the superintendent of public instruction.

Any appropriation resolution adopted after the date specified in
this section shall be null and void. Any appropriation resolution
adopted after the current appropriation level has been exceeded shall
be null and void to the extent that the current appropriation level
has been exceeded.
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AMENDATORY SECTION (Amending WSR 93-17-006, filed 8/5/93, effective
9/5/93)

WAC 392-123-072 Budget extensions—Second-class school dis-
tricts. If a second-class school district needs to increase the
amount of the appropriation from any fund the school district board of
directors before incurring expenditures in excess of appropriations
shall obtain approval from the superintendent of public instruction in
the following manner: The school district board of directors shall
adopt a resolution stating the specific reason(s) for extending the
budget, the estimated amount of additional appropriation needed and
the source(s) of funds.

Such resolution shall be voted on at a public meeting, notice to
be given in the manner provided by WAC 392-123-054. Introduction and
passage shall require the vote of a majority of all members of the
school district board of directors.

Any person may appear at the meeting at which the appropriation
resolution is to be voted on and be heard for or against the adoption
thereof.

Upon passage of the appropriation resolution the school district
shall petition the superintendent of public instruction for approval
to increase the amount of its appropriations. Such petition to be made
in the format prescribed by the superintendent of public instruction.
The request for budget extension document shall be prepared in ((ae-
cordaree—withegrrentinstractions—econtaired I bulletins now——or her
after pubtished)) the format prescribed by the superintendent of pub-
lic instruction and attached to each copy shall be a copy of the lat-
est budget status report and a copy of the board resolution.

The request for budget extension shall be forwarded to the educa-
tional service district for approval by the educational service dis-
trict superintendent.

If approved, the request for budget extension shall be forwarded
by the educational service district to the superintendent of public
instruction for final approval. The final date for receiving budget
extension requests shall be the close of business on August 31lst or
the last business day prior to August 31st if August 31st occurs on a
nonbusiness day.

Any request for budget extension shall not be approved by the ed-
ucational service district or the superintendent of public instruction
to the extent that the current appropriation has been exceeded prior
to the request for budget extension.

Copies of all appropriation resolutions approved by the superin-
tendent of public instruction shall be returned by the superintendent
of public instruction to the educational service district. The educa-
tional service district shall retain one copy and shall return one
copy to the school district.

AMENDATORY SECTION (Amending WSR 15-18-078, filed 8/28/15, effective
9/28/15)

WAC 392-123-076 Identification of balanced budget. For each
fund contained in the school district or charter school budget the es-
timated expenditures for the budgeted fiscal period must not be great-
er than the total of the estimated revenues for the budgeted fiscal
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period, plus the estimated fund balance at the beginning of the budge-
ted fiscal period, less the estimated ( (¥eserwed)) nonspendable and
restricted fund balance at the end of the budgeted fiscal period and,
where appropriate, the projected revenue from receivables collectible
in future periods as approved by the superintendent of public instruc-
tion for inclusion in the budget.

The proceeds of any loan must not be used to balance the budget
of the borrowing fund.

When the prior vear financial statements are submitted to the su-
perintendent of public instruction, the school district must review
their current vear budget to determine if actual beginning fund bal-
ance amounts result in an unbalanced budget. In any case where the
district has adopted a budget that does not have sufficient resources
for the fiscal yvear due to a change in the beginning fund balance, the
district must submit a budget extension with the procedures outlined
in this chapter.

AMENDATORY SECTION (Amending WSR 96-09-001, filed 4/3/96, effective
5/4/96)

WAC 392-123-078 Review of first-class school district budgets
and budget ((extemsiens)) revisions. Annual budgets of first-class
school districts shall be reviewed by the educational service district
prior to adoption by the school district board of directors.

The educational service district shall notify each of its first-
class school districts of any problems noted during the review prior
to adoption of the budget by the school district.

Budgets and budget ((extensiens)) revisions adopted by first-
class school districts shall be reviewed by the educational service
district prior to filing these documents with the superintendent of
public instruction.

Said reviews shall include, but not be limited to, completion of
data entry and edit, review of revenues and ( (reserved—and—unre—
served)) the classification of fund balances for accuracy, appropri-
ateness of expenditures and determination of whether or not the budget
or budget ((extermsien)) revision is in compliance with this chapter,
state statutory law and budget instructions issued by the superintend-
ent of public instruction.

The educational service district shall notify the district of all
problems noted in the review and the due date for correction of the
problems. Should the school district fail to meet the due date for
correction, the educational service district shall notify the superin-
tendent of public instruction. The superintendent of public instruc-
tion shall proceed in the manner prescribed in WAC 392-123-080 through
392-123-105.

AMENDATORY SECTION (Amending WSR 96-09-001, filed 4/3/96, effective
5/4/96)

WAC 392-123-079 Review of second-class district budgets and
budget ((extensiens)) revisions. Annual budgets of second-class
school districts shall be reviewed by the educational service district
prior to adoption by the school district board of directors.
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Educational service districts shall notify each of its second-
class school districts of any problems noted during the review prior
to adoption of the budget by the board of directors.

Review of second-class school district adopted budgets shall be
performed by the educational service districts. Said reviews shall in-
clude, but not be limited to, completion of data entry and edit, re-
view of revenues and ((reserved—andunreserved)) the classification of
fund balances for accuracy, appropriateness of expenditures and deter-
mination of whether or not the budget is in compliance with this chap-
ter, state statutory law, and budget instructions issued by the super-
intendent of public instruction.

The educational service district will notify the district of all
problems noted during the review. The educational service district
shall attempt to have the problems corrected prior to submission of
the budget to the superintendent of public instruction.

The superintendent of public instruction shall conduct meetings
with representatives of the educational service district and/or school
district as deemed necessary to correct problems and to fix and ap-
prove the amount of appropriation from each fund of the budget as pre-
scribed in RCW 28A.505.070 and WAC 392-123-054.

Review of budget ((extenmsiens)) revisions shall consist of data
entry and edit, review of revenues and ( (reserved—and—unreserved)) the
classification of fund balances for accuracy, appropriateness of ex-
penditures, and determination of whether or not the budget ( (exten—
sier)) revision is in compliance with this chapter, state statutory
law, and budget instructions issued by the superintendent of public
instruction. Approval of budget ((extenmsiens)) revisions shall be in
accordance with WAC 392-123-072.

AMENDATORY SECTION (Amending WSR 15-18-078, filed 8/28/15, effective
9/28/15)

WAC 392-123-080 Budget determined to be unsound after superin-
tendent's review. If the superintendent of public instruction deter-
mines that the budget of any school district to be unsound or does not
comply with this chapter and/or the provisions of state statutory law
applicable to school district budgets, the superintendent shall pro-
vide written notice of such determination to the board of directors of
the district.

If the superintendent of public instruction determines that the
budget of any charter school to be unsound or does not comply with
this chapter and/or the provisions of state statutory law applicable
to charter school budgets, the superintendent shall provide written
notice of such determination to the charter school board and the char-
ter school's authorizer.

AMENDATORY SECTION (Amending WSR 83-21-027, filed 10/10/83)

WAC 392-123-095 Budget as noncompliant and unsound. A school
district shall submit a revised budget within ((fhirty)) 30 days fol-
lowing the date the superintendent of public instruction issues a
written notice requiring the district to do so. The revised budget
shall remedy the deficiencies identified by the superintendent of pub-
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lic instruction and shall comply with state statutory law and this
chapter.

AMENDATORY SECTION (Amending WSR 15-18-078, filed 8/28/15, effective
9/28/15)

WAC 392-123-100 Revised budget as not submitted or noncompliant.
If a school district fails or refuses to submit a revised budget at
the direction of the superintendent of public instruction which com-
plies with state statutory law and this chapter, the ( (matter—shalt—be
submitted—+teo—+thestate boardof edueation)) superintendent of public
instruction will consult with the educational service district where
the district is located to determine whether it is necessary to con-
vene a financial oversight committee in accordance with RCW
28A.315.211.

Written notification of the superintendent's intention to ((suk—
mit—the matter +to—+the state board)) convene a financial oversight com-—
mittee shall be made to the board of directors and administration of
the school district and to the educational service district superin-
tendent.

If a charter school fails or refuses to submit a revised budget
at the direction of the superintendent of public instruction which
complies with state statutory law and this chapter, the superintendent
will provide written notice of the charter school's failure or refusal
to the charter school's authorizer.

AMENDATORY SECTION (Amending Order 8-76, filed 7/23/76)

WAC 392-123-105 ((State board of edueation)) Superintendent of

public instruction action regarding missing or noncompliant budget.

( (Fre——stateboardof—eduecation shall be provided—written neotification
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shat+)) Pursuant to RCW 28A.505.090, budgets that are missing or non-—

compliant shall not be official and will have no legal effect.

During the interim while the budget is being settled, pursuant to
RCW 28A.505.140, the board of directors shall not be prohibited from
incurring expenditures for the payment of reqular emplovees, for the
necessary repairs and upkeep of the school plant, for the purchase of
books and supplies, and for their participation in joint purchasing
agencies authorized in RCW 28A.320.080.

Any other expenses are considered in excess of appropriations. In
accordance with RCW 28A.505.150, directors, officers, or employees who
knowingly or negligently violate or participate in the incurring of
expenditures in excess of any appropriation(s) shall be held civilly
liable, jointly and severally, for such expenditures in excess of such
appropriation(s) and be subiject to other consequences outlined in that
and other statutes and this chapter.

The superintendent of public instruction shall convene a finan-
cial oversight committee to meet to adopt a financial plan to operate
the district. The plan adopted by the ((state—Pboard)) financial over-
sight committee shall be in effect until a revised budget which com-
plies with state statutory law and this chapter is adopted and submit-
ted by the district.

Certified on 6/25/2026 [ 8 ] WSR 26-13-073



Washington State Register WSR 26-13-073
NEW SECTION

WAC 392-123-121 Financial condition determined to be unsound af-
ter superintendent's review. (1) At any time during the year, the su-
perintendent of public instruction may require districts to submit
monthly financial statements, budget status reports, and other finan-
cial information to determine if the adopted budget is in compliance
with applicable laws and regulations. This includes, but is not limi-
ted to, assessment of:

(a) Whether the district budget is balanced after adjusting the
estimated fund balance at the beginning of the budgeted fiscal year to
the actual beginning fund balance;

(b) Whether the district budget is balanced after adjusting for
actual enrollment; and

(c) Whether the district budget is balanced after adjusting for
changes in contracts or other significant expenditure assumptions.

(2) If the superintendent of public instruction determines that
the financial information provided by the district indicates that the
district budget is not balanced and will either end in a negative po-
sition in any fund or will require budgeting receivables from a subse-
quent period to be in balance, the superintendent will provide written
notice to the superintendent of the school district, the board presi-
dent of the school district, and the superintendent of the appropriate
educational service district. This notice will summarize:

(a) The condition identified in the assessment;

(b) The cause identified that led to the condition identified;
and

(c) The date which the school board must submit a revised budget
to the educational service district and the office of the superintend-
ent of public instruction for review and approval; and

(d) The date which the school board must submit a two-year finan-
cial plan.

(3) If the district submits a revised budget for review that re-
quires the use of receivables collectible in future years to balance
the budget, the superintendent will only grant permission in writing
with specific binding conditions designed to improve the district's
financial health.

(4) If the district:

(a) Does not submit a revised budget; or

(b) The financial plan submitted by the district demonstrates
that the district will not have an adequate fund balance at the end of
the plan period or will be financially insolvent in accordance with
RCW 28A.315.025.

The office of the superintendent of public instruction will con-
sult with the educational service district where the district is loca-
ted and convene a financial oversight committee in accordance with RCW
28A.315.221.

AMENDATORY SECTION (Amending Order 8-76, filed 7/23/76)

WAC 392-123-150 Interfund loans—Payment of interest. (1) In-
terest shall be charged by the loaning fund to be paid by the borrow-
ing fund. The rate of interest shall be not less than the current war-
rant interest rate prevailing in the county in which the school dis-
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trict is considered to be located. The interest shall be credited to
the loaning fund and shall not be transferred to any other fund.

(2) When a school district that is in binding conditions pursuant
to RCW 28A.505.110 or under enhanced financial oversight pursuant to
RCW 28A.315.221 takes a temporary interfund loan from its capital
projects fund, the loaning capital projects fund may not charge inter-
est on the amounts loaned.

NEW SECTION

WAC 392-123-171 Proceeds from the sale of school district real
property when the district is subject to binding conditions. (1) A
school district that is subject to binding conditions designed to im-
prove the district's financial stability may request from the superin-
tendent authorization to sell real property to alleviate the financial
burdens that caused or contributed to the imposition of binding condi-
tions or to repay an interfund loan.

(2) Districts must submit a written request to the superintendent
of public instruction that includes the following:

(a) The legal and common property description of the real proper-
ty proposed for sale.

(b) An estimate of the property value.

(c) Confirmation of an appraisal or date when an appraisal will
be secured.

(d) A request for the amount that would be redirected for use to
repay an interfund loan.

(e) A request for the amount that would be redirected to allevi-
ate the financial burden that caused or contributed to the binding
conditions.

(f) A date that the real property was declared surplus and a copy
of the approved board resolution.

(g) An acknowledgment that the district will be prohibited from
any further sales of real property for this purpose for a minimum of
10 years.

(3) The superintendent of public instruction will review the re-
quest and notify the district superintendent and board of the decision
in writing. If approved, the district will hold one additional public
hearing prior to approving a resolution authorizing the sale of real
property.

(4) Pursuant to RCW 28A.335.135, any proceeds from the sale of
real property permitted by the superintendent of public instruction to
be utilized to alleviate financial burdens are restricted for use to
the following purposes:

(a) To address costs associated with unanticipated actual changes
in annual average full-time equivalent enrollment that exceed 2.5 per-
cent from the prior school year.

(b) For temporary cash flow needs in the general fund within the
school year.

(c) For emergencies or as necessary for the preservation of life,
health, and safety.

(d) To repay an interfund loan.

(e) For one-time expenses as preapproved by the office of the su-
perintendent of public instruction.

(5) A school district will not use the proceeds provided from the
sale of real property for ongoing salaries or benefits.
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