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INTRODUCTION 
 
 
The classified system of accounts presented herein was developed by the Washington State 
School District Accounting Advisory Committee under the joint direction of the Superintendent 
of Public Instruction and the State Auditor. In general, the manual follows established 
principles of governmental accounting as adopted by the Governmental Accounting 
Standards Board. Revisions have been made where necessary in order to conform to state 
law. 
 
The manual provides for a basic double entry modified accrual system of accounting with 
general ledger controls over revenues, expenditures, receivables, inventories, liabilities, fund 
balance, and budgetary accounts. School districts with an average FTE (full-time equivalent) 
enrollment of less than 1,000 pupils for the preceding fiscal year may use a cash basis 
system of accounting per RCW 28A.505.020. The accounting principles and procedures 
included in the manual represent basic minimums necessary for the achievement of school 
district reporting objectives. It is intended that the school districts maintain detailed revenue 
and expenditure accounts as well as required periodic reports. 
 
The use of these systems will (1) promote uniformity in the presentation and comparison of 
financial data; (2) make available to the local school superintendents and school boards 
complete and up-to-date data for their guidance and information; (3) furnish the means for 
effective budgetary control; and (4) provide a method for school districts to present their fiscal 
operating results and financial needs to the state legislature, the Superintendent of Public 
Instruction, and the general public. 
 
Members who serve on the committee represent the Office of Superintendent of Public 
Instruction, the State Auditor’s Office, the Washington Association of School Administrators, 
the Washington Association of School Business Officials, the Association of Educational 
Service Districts, the Washington Association for Career and Technical Education, the 
Washington State Treasurer’s Office, the Washington State Association of County 
Treasurers, and the Washington School Information Processing Cooperative. 
 
Since the initial publication of this manual in March 1968, the committee has met regularly to 
discuss the application of various parts of the manual to specific situations affecting each 
fund. Subsequent revisions of the manual reflect many of the generally accepted accounting 
principles (GAAP) affirmed by the Governmental Accounting Standards Board in Statement 1, 
Authoritative Status of NCGA Pronouncements and AICPA Industry Audit Guide. 
 
Legal references provided in this edition are those in effect as of December 2006. 
 
Appreciation is hereby expressed for the time and assistance given to this endeavor by all 
members of the manual committee and others whose efforts made this publication possible. 
 
NOTE: 
Boxes surrounding information throughout this manual indicate information needed 
only by those districts preparing financial reporting in compliance with generally 
accepted accounting principles (GAAP). 
 



––––––––––––––––––––––––––––––––––––––––––––––––––––––––Accounting Manual for Public School Districts 
  

–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––– 
  Effective Date:    9-1-07 
  Supersedes:       9-1-06 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This page left blank intentionally. 
 



  Accounting Manual for Public School Districts 

–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––– 
Chapter 1 – Principles of Accounting i Effective Date:      9-1-07  
  Supersedes:         9-1-06  

CHAPTER 1 – Principles of Accounting 
 

Table of Contents 

PRINCIPLES OF ACCOUNTING 1 
Accounting and Reporting Capabilities ................................................................................. 2 

GAAP Basis Financial Statements ...................................................................................... 3 
! Unqualified GAAP.................................................................................................. 3 

Other Comprehensive Basis of Accounting (OCBOA) Financial Statements ....................... 3 
! Cash Basis ............................................................................................................ 3 
! Regulatory Basis ................................................................................................... 3 

Fund Accounting Systems...................................................................................................... 3 
Government-Wide Reporting .................................................................................................. 4 
Types of Funds ........................................................................................................................ 4 

Governmental Funds........................................................................................................... 4 
! General Fund ........................................................................................................ 4 
! Special Revenue Funds......................................................................................... 4 
! Capital Projects Funds .......................................................................................... 5 
! Debt Service Funds ............................................................................................... 5 
! Permanent Funds.................................................................................................. 7 

Proprietary Funds (Not permitted for school districts in Washington State) ......................... 7 
! Enterprise Funds ................................................................................................... 7 
! Internal Service Funds........................................................................................... 7 

Fiduciary Funds .................................................................................................................. 8 
! Trust and Agency Funds........................................................................................ 8 

Number of Funds ..................................................................................................................... 9 
Accounting for Capital Assets and Long-Term Liabilities .................................................... 9 

Capital Assets ..................................................................................................................... 9 
Long-Term Liabilities........................................................................................................... 9 

Valuation of Capital Assets ....................................................................................................10 
Depreciation of Capital Assets...............................................................................................10 

Depreciation of Capital Assets Accounted for in Fiduciary Funds.......................................10 
Accrual Basis in Governmental Accounting.........................................................................10 

Exception for Cash Basis ...................................................................................................10 
Modified Accrual and Accrual Basis ...................................................................................11 

Identification of Modified Accrual or Accrual Basis by Fund or Transaction Type............11 
Governmental Funds..........................................................................................................11 
Proprietary Funds ..............................................................................................................11 
Fiduciary Funds .................................................................................................................12 
Transfers............................................................................................................................12 

Budgeting, Budgetary Control, and Budgetary Reporting...................................................12 
Annual Budget(s) ...............................................................................................................12 
The Accounting System .....................................................................................................12 
Budgetary Comparisons.....................................................................................................13 

Transfer, Revenue, Expenditure, and Expense Account Classification..............................14 
Interfund Transfers.............................................................................................................14 
Classification of Governmental Fund Revenues and Expenditures ....................................15 

Page 



  Accounting Manual for Public School Districts 

–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––– 
Chapter 1 – Principles of Accounting ii Effective Date:      9-1-07  
  Supersedes:         9-1-06  

Proprietary Fund Revenues and Expenses ........................................................................15 
Common Terminology and Classification.............................................................................15 
Interim and Annual Financial Reports...................................................................................15 
 



  Accounting Manual for Public School Districts 

–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––– 
Chapter 1 – Principles of Accounting 1 Effective Date:      9-1-07  
  Supersedes:         9-1-05  

PRINCIPLES OF ACCOUNTING 
 
 
Several characteristics associated with government have influenced the development of 
governmental accounting principles and practices: 
 
•  State law usually dictates the local government accounting policies and systems, may 

specify the type and frequency of financial statements, and usually defines the type and 
frequency of audits. In Washington this guidance is found in RCW 28A.505.020. 

•  Governments receive substantial financial inflows for both operating and capital purposes 
that are frequently subject to restrictions that prohibit or limit the use of the resources for 
other than the intended purpose. 

•  A government’s authority to raise and expend money is based on the adoption of a budget 
that, by law, must balance (the estimated revenues plus prior year’s surpluses are 
sufficient to cover the projected expenditures). 

•  The power to raise revenues and issue debt are restricted and generally defined by law. 
 
Accounting requirements for school districts in the state of Washington are in significant 
compliance with generally accepted accounting principles (GAAP). Where legal requirements 
are in conflict with GAAP, legal requirements prevail. Sufficient additional records should exist 
to satisfy GAAP reporting requirements. 
 
Governmental accounting principles are not a complete and separate body of accounting 
principles, but are part of the whole body of GAAP. The hierarchy of specific sources of GAAP 
that are applicable to state and local governments are: 
 
•  Statements and interpretations issued by the Governmental Accounting Standards Board 

(GASB), plus statements and interpretations issued by the American Institute of Certified 
Public Accountants (AICPA), or the Financial Accounting Standards Board (FASB) if they 
have been made applicable to state and local governments by a GASB statement or 
interpretation. 

•  Technical bulletins issued by the GASB and AICPA pronouncements made specifically 
applicable to state and local governments and cleared by the GASB. 

•  Consensus positions of the GASB Emerging Issues Task Force and practice bulletins 
issued by the AICPA if they have been made specifically applicable to state and local 
governments and cleared by the GASB. 

•  Questions and answers published by the GASB staff and widely recognized and prevalent 
industry practices. 

•  GASB concept statements, pronouncements by FASB or the AICPA when not made 
applicable to state and local governments, FASB concept statements, AICPA issues 
papers, International Accounting Standards Committee statements, pronouncements of 
other professional associations or regulatory agencies, AICPA technical practice aids, and 
accounting textbooks and handbooks. 

 
Following is a listing of the basic accounting principles set forth in the 2001 edition of 
Governmental Accounting, Auditing and Financial Reporting from the Government Finance 
Officers’ Association (GFOA). The principles are based on material published by the GASB in 
the Codification of Governmental Accounting and Financial Reporting Standards as of June 
30, 2000. These are known as GAAP and are presented in bold print. Further discussion of 
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these principles and how they apply to school districts in the state of Washington is included 
in standard print. Guidance on shared services arrangements is also provided.  
 
 
Accounting and Reporting Capabilities 
 
A governmental accounting system must make it possible, both (a) to present fairly 
and with full disclosure the financial position and results of financial operations of the 
funds and account groups of the governmental unit in conformity with generally 
accepted accounting principles, and (b) to determine and demonstrate compliance with 
finance-related legal and contractual provisions. (GASB Cod. Sec. 1100.101. See also 
Sec. 1200, “Generally Accepted Accounting Principles and Legal Compliance.”) 

 
Generally accepted accounting principles are uniform minimum standards of and guidelines to 
financial accounting and reporting. Adherence to GAAP ensures that financial reports of all 
state and local governments—regardless of jurisdictional legal provisions and customs—
contain the same types of financial statements and disclosures, for the same categories and 
types of funds and account groups, based on the same measurement and classification 
criteria. (GASB Cod. Sec. 1200.101.) 

 
Local, state, and federal governments can impact the reporting requirements of school 
districts. Local ordinances providing specific requirements tend to be uncommon for school 
districts; the policies adopted by the school board generally act as a surrogate for such 
ordinances. 
 
State laws and regulations govern the fiscal affairs of school districts. School districts must be 
in full compliance with all legal requirements. Fair presentation dictates that transactions be 
reported on a gross basis. Offsetting entries to accounts are not permitted, except for 
corrections of previous transactions. In Washington, school districts are required to file annual 
financial reports with the Office of Superintendent of Public Instruction (OSPI) and are 
required to use a particular chart of accounts. Also, school districts are often required to 
report specific data (for example, on such things as salaries and equipment purchased) to 
demonstrate compliance with funding provisions. In addition, the federal government provides 
various grants to school districts for special programs that may have spending limitations and 
require special documentation. Much of the state legal guidance for school districts is found in 
chapter 28A of the Revised Code of Washington (RCW) and chapters 392 and 180 of the 
Washington Administrative Code (WAC). 

 
School districts must ensure that their accounting systems are capable of providing the 
information necessary to satisfy the requirements of the various governing agencies and funding 
sources. It is necessary for all school districts to provide comparable information to the Office of 
Superintendent of Public Instruction to enable generation of statewide reports. This information 
is needed by the state Legislature, the National Center for Education Statistics, various sections 
of OSPI, and other state and federal agencies.  
 
Consequently, school districts might prepare two sets of financial statements—one that is in 
conformity with legal requirements as reported in the F-196 and one that is in conformity with 
GAAP. Financial statements prepared in conformity with legal requirements are considered to 
be “special reports” or “supplemental schedules” and are not basic financial statements. 
Districts electing to not prepare GAAP statements will receive an audit opinion based upon an 
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other comprehensive basis of accounting rather than one based on generally accepted 
accounting principles. 
 
Financial statements of school districts in the state of Washington fall into the following 
categories: 
 
 GAAP Basis Financial Statements 

 
! Unqualified GAAP 

Districts issuing GAAP financial statements that include districtwide statements, fund 
statements, reconciliations between statements, a management discussion and 
analysis, and original budget for the general fund and ASB fund. 

 
 Other Comprehensive Basis of Accounting (OCBOA) Financial Statements 

 
! Cash Basis  

Districts with under one thousand full-time equivalent students for the preceding fiscal 
year, while encouraged to use accrual accounting, may report the F-196 on cash 
basis. (RCW 28A.505.020.) 

 
! Regulatory Basis  

Districts issuing required F-196 statements but not electing to prepare GAAP 
statements. 

 
All districts must prepare and submit to OSPI financial reports on Form F-196. 
 
 
Fund Accounting Systems 
 
Governmental accounting systems should be organized and operated on a fund basis. 
A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts 
recording cash and other financial resources, together with all related liabilities and 
residual equities or balances, and changes therein, which are segregated for the 
purpose of carrying on specific activities or attaining certain objectives in accordance 
with special regulations, restrictions, or limitations. (GASB Cod. Sec. 1100.102. See also 
Sec. 1300, “Fund Accounting.”) 
 
Because all governmental units receive financial resources that may be used only in 
accordance with restrictions established by law or by agreements with donors or grantors, 
their accounting systems must enable officials to demonstrate compliance with such 
restrictions. This need led to the development of the fund accounting concept as a control 
device. 
 
Each fund must be accounted for in a separate self-balancing set of accounts for its assets, 
liabilities, equity, revenues, expenditures or expenses (as appropriate), and transfers. This 
requirement refers to identification of accounts in the accounting records and does not 
necessarily extend to physical segregation of assets or liabilities. For example, it is not 
necessary to have a separate bank account for each fund unless required by law, bond 
indenture, or other reason. Likewise, governmental units using computerization and account 
coding techniques may treat these separate accounting entities as independent 
subcomponents of a unified governmental accounting system. (GASB Cod. Sec. 1300.109.) 
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When it is determined they are necessary, funds are established upon board resolution 
pursuant to legal authorization as further explained in this chapter and are terminated by 
board resolution when the purpose for which they were established no longer exists. 
 
For example, the capital projects fund (CPF) should not be established unless a capital 
project is planned. Once there is a firm commitment on the part of the board, the fund can be 
opened and revenue collected after the county treasurer is notified to establish the proper 
fund. Likewise, when all CPF projects are completed, the fund should be terminated and any 
remaining moneys transferred to another fund in accordance with legal provisions. When a 
fund is terminated, care should be taken to ensure that all claims on the fund have been 
cleared. 
 
 
Government-Wide Reporting 
 
In addition to fund statements, GASB Statement 34, Basic Financial Statement—and 
Management’s Discussion and Analysis—for State and Local Governments, requires 
government-wide financial statements. The GASB believes such statements are beneficial to 
financial statement users in assessing the government’s operational accountability. Districts 
preparing GAAP statements must include districtwide financial statements prepared on the 
accrual basis of accounting as well as a reconciliation with the fund statements prepared on the 
modified accrual basis of accounting. 
 
 
Types of Funds 
 
Three categories of funds are used in governmental accounting, which are then 
subdivided into eleven fund types for accounting and financial reporting purposes. 
(GASB Cod. Sec. 1100.103. See also Sec. 1300, “Fund Accounting.”) 
 

Governmental Funds 
 

! General Fund  
The general fund is used to account for all financial resources except those 
required to be accounted for in another fund. (GASB Cod. Sec. 1100.103a(1). 
RCW 28A.320.330. See also Sec. 1300, “Fund Accounting.”) 

 
The general fund is financed from local, county, state, and federal sources. These 
revenues are generally used for financing the current ordinary normal and recurring 
operations of the school district such as programs of instruction for the students, food 
services, maintenance, data processing, printing, and pupil transportation. All school 
districts must have a general fund. 
 
The general fund cannot be used for those purposes for which funds have been 
established for specific activities. However, in the state of Washington, the general 
fund may pay for associated student body (ASB) expenditures even though there is an 
ASB fund. (See also Chapter 9—ASB.) 

! Special Revenue Funds 
Special revenue funds account for the proceeds of specific revenue sources 
(other than trusts or for major capital projects) that are legally restricted to 
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expenditure for specified purposes. (GASB Cod. Sec. 1100.103a(2). RCW 
28A.320.330, RCW 28A.325.030. See also Sec. 1300, “Fund Accounting.”) 

 
In many states, special revenue funds are used to account for restricted grants. 
However, in the state of Washington, restricted grants are generally accounted for in 
the general fund. In Washington school districts the only fund designated as a special 
revenue fund is the ASB. This fund is financed, in part, by the establishment and 
collection of fees from students and nonstudents as a condition of their attendance at 
any optional noncredit extracurricular event of the district. As a special revenue fund 
the ASB fund is under the control, supervision, and approval of the board of directors, 
and the school district legally owns the resources accounted for in the ASB fund. () 
 
Saul Haas may be accounted for in the ASB if the funds are immaterial to the total 
ASB fund revenue. For more information on Saul Haas funds see Chapter 9, Section 
3, page 2. 

 
! Capital Projects Funds 

Capital projects funds account for financial resources to be used for the 
acquisition or construction of major capital facilities (other than those financed 
by proprietary funds and trust funds). GASB Cod. Sec. 1100.103a[3]. See also 
Sec. 1300, “Fund Accounting.”) 
 
Within the state of Washington, two funds are considered to be capital projects funds: 
the capital projects fund and the transportation vehicle fund. 

 
•  The capital projects fund can be used for the acquisition of land or existing 

facilities, construction of buildings, purchase of equipment, conducting energy 
audits, and making capital improvements that are cost effective as determined by 
energy audits. In addition, under certain conditions elaborated in Chapter 9—CPF, 
improvements to buildings and/or grounds, remodeling of buildings, and the 
replacement of roofs, carpets, service systems, and technology are included in the 
capital projects fund. (RCW 28A.320.330.) 

 
The capital projects fund is generally financed from the proceeds from the sale of 
voted and/or non-voted bonds, state matching revenues, lease or sale of surplus 
real property, interest earnings, and special levies. In all instances where moneys 
are raised by voter-approved bond issues, the proposition must include a 
description of the projects for which the money is being raised. 

 
•  The transportation vehicle fund is provided for the purchase and major repair of 

pupil transportation equipment. (RCW 28A.160.130.) 
 

The transportation vehicle fund is generally financed by the state reimbursement to 
school districts for depreciation of approved pupil transportation equipment 
although other revenue resources such as non-voted debt and levies can be used. 

 
! Debt Service Funds 

Debt service funds account for the accumulation of resources for, and the 
payment of, long-term debt principal and interest. (GASB Cod. Sec. 1100.103a[4]. 
See also Sec. 1300, “Fund Accounting.”) 
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The use of a debt service fund is required by GAAP under two circumstances: 
•  If legally mandated, or 
•  If financial resources are being accumulated for principal and interest payments 

maturing in future years (NCGA Statement 1, paragraph 30). 
 

In the state of Washington one debt service fund is used. This fund has been 
established to account for the payment of principal, interest, and other expenditures 
related to the redemption of outstanding bonds. The county treasurer or fiscal agent 
makes payment of interest and principal. (RCW 28A.320.330.) 

 
Provision must be made annually for a levy sufficient to meet the payments of principal, 
interest, and related expenditures for voted debt. The state attorney general has ruled 
that it is improper to levy excessive taxes to retire bonds in advance of the redemption 
schedule. 

 
Non-voted bonds are serviced in the debt service fund rather than in the fund that 
received the debt proceeds. In order to provide the resources to retire the debt, a 
transfer is used by the general fund, the capital projects fund, or the transportation 
vehicle fund to transfer resources to the debt service fund. 
 
The debt service fund is also used in advance bond refundings to account for the 
proceeds from the sale of new bonds and the use of these proceeds to establish an 
escrow account with a bank. There are two methods to advance refund bonds—the 
regular method and the crossover method. 

 
In the regular method of advance bond refunding the proceeds from the sale of new 
general obligation bonds are recorded as an “other financing source” and an “other 
financing use” in the debt service fund. The cash from the proceeds of the sale of the 
new bonds is deposited in an escrow account with a bank and invested. The 
investments are selected so that the cash realized from maturing investments, together 
with interest earned, will be available to pay the principal and interest of the refunded 
(old) bonds as they mature and become callable. At the time the escrow account is 
established, an in-substance defeasance of the old bonds occurs. The cash deposited 
in the escrow account is not reported as an asset of the school district. The debt 
service on the new bonds is recorded in the debt service fund and the principal amount 
is recorded as long-term debt. Taxes are no longer levied for the debt service 
requirements of the old bonds. Instead, taxes are levied for the debt service 
requirements of the new bonds together with any bonds that have not been refunded. 

 
In the crossover method of advance bond refunding there is a delay in the defeasance 
date of the old bonds. The proceeds from the sale of the new bonds are held in escrow 
with a bank and invested until the crossover date. The investments provide interest 
earnings that are used to pay interest on the new bonds. After the crossover date, the 
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proceeds from the sale of the new bonds are used to defease the old bonds. Until the 
crossover date, both the new bonds and the old bonds are reported as long-term debt, 
and the debt service on the old bonds is accounted for in the debt service fund. After 
the crossover date, only the new bonds are reported in the Schedule of Long-Term 
Debt, and the debt service on the new bonds is accounted for in the debt service fund. 
Until the crossover date, taxes are levied for the debt service on the old bonds. After 
the crossover date, taxes are levied for the debt service requirements of the new bonds 
together with any bonds that have not been refunded.  

 
Bond refunding escrow accounts are not reported through the County Treasurer’s 
Report (F-197). School districts receiving bank escrow reports through the county 
treasurer may arrange to have those reports sent directly to the district. It is the school 
district’s responsibility to monitor the accuracy of the bank’s escrow reports and 
compliance with the refunding escrow instructions.  
 
Since accounts/funds 5 and 6 are no longer used for escrow accounts districts may, but 
are not required to, use them to account for long-term debt and capital assets. Although 
not reported in the fund statements, note disclosure requirements remain. Additionally, 
long-term debt is reported in the Schedule of Long-Term Debt, a required part of the F-
196. 
 

! Permanent Funds  
Permanent funds are used where resources are legally restricted such that only the 
earnings, not the principal, may be expended, and those resources can be used for the 
support of the district. Such moneys that benefit individuals or specific organizations 
should be accounted for as private-purpose trust funds. The determining factor is who 
may benefit, not the legal requirement that only earnings may be spent. Scholarship 
moneys, for example, benefit individuals and are accounted for as private-purpose trust 
funds whether or not the principal may be expended.  
 

 Proprietary Funds (Not permitted for school districts in Washington State) 
 

! Enterprise Funds 
Enterprise funds account for operations (a) that are financed and operated in a 
manner similar to private business enterprises–where the intent of the 
governing body is that the costs (expenses, including depreciation) of providing 
goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges; or (b) where the governing body has 
decided that periodic determination of revenues earned, expenses incurred, 
and/or net income is appropriate for capital maintenance, public policy, 
management control, accountability, or other purposes. (GASB Cod. Sec. 
1100.103b[1]). See also Sec. 1300, “Fund Accounting.”) 

 
Currently, the state of Washington does not allow use of enterprise funds by school 
districts. Activities that would typically be accounted for in enterprise funds (such as 
food services) are instead accounted for in the general fund. 

 
! Internal Service Funds 

Internal service funds account for the financing of goods or services provided 
by one department or agency to other departments or agencies of the 
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governmental unit, or to other governmental units, on a cost-reimbursement 
basis. (GASB Cod. Sec. 1100.103b[2]. See also Sec. 1300, “Fund Accounting.”) 

 
Currently, the state of Washington does not allow use of internal service funds by 
school districts. Activities that would typically be accounted for in internal service funds 
(such as printing, word processing, and motor pool) are accounted for in the general 
fund instead. 
 

 Fiduciary Funds 
 

! Trust and Agency Funds 
Trust and agency funds account for assets held by a governmental unit in a 
trustee capacity or as an agent for individuals, private organizations, other 
governmental units, and/or other funds. These include (a) private-purpose trust 
funds, (b) investment trust funds, (c) pension and other employee benefit trust 
funds, and (d) agency funds. (GASB Cod. Sec. 1100.103c[1]. See also Sec. 1300, 
“Fund Accounting.”) 

 
•  The purpose of the private-purpose trust fund is to account for moneys or other 

assets donated to school districts to benefit individuals or private organizations. 
Examples include moneys for scholarship, student aid, charitable, and other 
similar purposes, such as the Saul Haas funds (see Glossary for more information 
on Saul Haas). A private-purpose trust fund is established when principal and the 
earnings or only the earnings of the trust can be spent. The authority to use the 
resources comes from the donor who specifies a use or range of allowed uses for 
assets to be held in trust. The school board has the authority to determine the use 
of the assets only within the confines of the original trust agreement. Most school 
districts will have private-purpose trust funds. Donated moneys that are available 
for the general use of the district and permit only the earnings to be expended 
should be accounted for in the permanent fund. 

 
•  Investment trust funds are used to account for the external portion of investment 

pools reported by the sponsoring government. They are not permitted in 
Washington State.  

 
•  Pension (and other employee benefit) trust funds are not reported by most 

school districts since Washington school districts contribute to a multi-employer, 
cost-sharing statewide retirement system managed by the state of Washington 
Department of Retirement Systems (DRS). Only districts that operate individual 
pension trust funds and hold resources in trust should report this type of trust. The 
DRS is a component of the state of Washington and, as such, its financial activities 
are included in the financial statements of the state of Washington. 

 
•  The purpose of the agency fund is to account for activities in which the district is 

acting in an agent capacity for some other organization, government, individual, or 
fund. Agency funds are purely custodial in nature (i.e., assets equal liabilities) and 
thus do not focus on the measurement of operations (i.e., there are no revenues, 
expenditures, or fund balance).  
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Number of Funds 
 
Governmental units should establish and maintain those funds required by law and 
sound financial administration. Only the minimum number of funds consistent with 
legal and operating requirements should be established, however, because 
unnecessary funds result in inflexibility, undue complexity, and inefficient financial 
administration. (GASB Cod. Sec. 1100.104. See also Section 1300, “Fund Accounting.”) 

 
The eleven fund types defined above (general, special revenue, capital projects, debt service, 
permanent, enterprise, internal service, and four types of fiduciary funds) are to be used if 
needed by a governmental unit to demonstrate compliance with legal requirements or to 
facilitate sound financial administration. In the simplest possible situation, a governmental unit 
could be in conformity with GAAP if it used a single fund, the general fund, to account for all 
events and transactions. As previously noted, school districts in the state of Washington do 
not use enterprise, internal service, or investment trust funds and rarely use permanent funds, 
employee pension (and other employee benefit) trust funds, or agency funds. 
 
 
Accounting for Capital Assets and Long-Term Liabilities 
 
 Capital Assets  

 
Capital assets are land, buildings, machinery, vehicles, furniture, and other equipment 
that the school district intends to hold or continue to use over a long period of time. 
“Capital” denotes probability or intent to continue to use or possess and does not indicate 
immobility of an asset. School districts have a responsibility to safeguard and control their 
assets. Although capital assets are not reported in the F-196 financial statements for 
school districts, they are reported in the notes to the financial statements. (See Appendix 
B.) 
 
Capital assets in fiduciary and proprietary funds should be reported through those funds. 
 
Capital assets for governmental funds are reported in the districtwide statements. 
 

 Long-Term Liabilities  
 

Long-term debt includes the unmatured principal of bonds, warrants, notes, and other 
forms of noncurrent or long-term indebtedness that have a maturity of at least one year 
from the financial statement date and are otherwise not defined as “current debt.” While 
long-term debt is a legal obligation of the district funds, the long-term unmatured principal 
is not recorded in a fund because it does not require current appropriation or expenditure 
of a school district’s financial resources. It is important to account for long-term debt in the 
financial records of the district. 
 
Although not reported as a part of the individual fund statements, long-term liabilities are 
reported in the Schedule of Long-Term Debt, a required part of the F-196 financial 
statements for school districts. Additionally, the notes to the financial statements require 
several debt disclosures. (See Appendix B.) 
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Debt that matures in less than one year must be reported in the districtwide statements in 
the long-term liabilities section titled “Due within one year.” The long-term portion is titled 
“Due in more than one year.” 

 
Long-term debt in fiduciary and proprietary funds should be reported through those funds. 
 
Long-term debt for governmental funds is reported in the districtwide statements. 

 
 
Valuation of Capital Assets 
 
Capital assets should be accounted for at cost or, if the cost is not practicably determinable, 
at estimated cost. Donated capital assets should be recorded at their estimated fair value at 
the time received. (GASB Cod. Sec. 1100.106. See also Sec. 1400, “Capital Assets.”) 
 
 
Depreciation of Capital Assets  
 
GAAP require depreciation be recorded in the accounts of governmental funds and reported in 
the districtwide Statement of Net Assets. Depreciation of capital assets may be recorded in cost 
accounting systems or calculated for cost finding analyses, and accumulated depreciation must 
be reported in the districtwide Statement of Net Assets.  

 
Depreciation is not reported in the F-196 or required for those districts reporting on an other 
comprehensive basis of accounting (OCBOA). 

 
 Depreciation of Capital Assets Accounted for in Fiduciary Funds  

 
Depreciation is recognized in those trust funds where expenses, net income, and/or capital 
maintenance are measured. (GASB Cod. Sec. 1100.107b. See also Sec. 1400, “Capital 
Assets.”) 
 
 

Accrual Basis in Governmental Accounting 
 
The modified accrual or accrual basis of accounting, as appropriate, should be used in 
measuring financial position and operating results. (GASB Cod. Sec. 1100.108. See also 
Sec. 1600, “Basis of Accounting.”) 

 
 Exception for Cash Basis 

 
In the state of Washington, school districts with under 1,000 full-time equivalent students 
for the preceding fiscal year may make a uniform election for all funds to be on a cash 
basis of accounting (RCW 28A.505.020 and WAC 392-123-049). Under this basis of 
accounting, revenue means the receipt of cash or noncash donations and expenditure 
means the disbursement of cash or noncash donations, except that deferred 
compensation must be accrued. 
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 Modified Accrual and Accrual Basis 
 
Accrual accounting means that: 
 
•  Revenues should be recorded in the period in which the goods and/or services are 

provided, although payment is received in a prior or subsequent period. 
 

•  Expenses should be recorded in the period in which the benefit is received, 
although payment is made in a prior or subsequent period. 

 
In business enterprise accounting, the accrual basis is employed to obtain a matching of 
costs against the revenue flowing from those costs, thereby producing a more useful 
income statement. In governmental entities, however, funds make use of revenue and 
expense accounts to promote efficiency of operation and to guard against impairment of 
ability to render the services desired. 

 
Funds of other types (general, special revenue (ASB), capital projects, debt service, and 
permanent funds) are not concerned with income determination. They are, instead, 
concerned with matching expenditures of legal appropriations or legal authorizations with 
revenues available to finance those expenditures. Therefore, standards recommend that 
the “governmental” funds use the “modified accrual” basis of accounting for the 
governmental fund financial statements. The modified accrual basis recognizes that it is 
not practicable to account on an accrual basis for self-assessed revenues, such as 
income taxes, gross receipts taxes, sales taxes, and property taxes. For such taxes, 
recognition of revenue is ordinarily made at the time of collection (i.e., when it is 
measurable and available), thus placing the fund partially on a cash basis in respect to 
revenue recognition. In respect to expenditure recognition, however, the modified accrual 
basis is almost identical with the accrual basis. The primary exception to the general rule 
of expenditure accrual relates to unmatured principal and interest on long-term debt. 
 
Districtwide statements use the accrual basis of accounting. Reconciliation between the 
modified accrual fund financial statements and accrual based districtwide statements is 
required. (See Chapter 8—Reporting.)  

 
 
Identification of Modified Accrual or Accrual Basis by Fund or Transaction Type 

 
 Governmental Funds 
 

Governmental fund revenues and expenditures should be recognized on the 
modified accrual basis. Revenues should be recognized in the accounting period in 
which they become available and measurable. Expenditures should be recognized 
in the accounting period in which the fund liability is incurred, if measurable, 
except for unmatured interest on long-term debt, which should be recognized when 
due. (GASB Cod. Sec. 1100.108a. See also Sec. 1600, “Basis of Accounting.”) 

 
 Proprietary Funds  
 

Proprietary fund revenues and expenses should be recognized on the accrual 
basis. Revenues should be recognized in the accounting period in which they are 
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earned and become measurable; expenses should be recognized in the period 
incurred, if measurable. (GASB Cod. Sec. 1100.108b. See also Sec. 1600, “Basis of 
Accounting.”) 
 
The state of Washington does not currently allow use of proprietary funds by school 
districts. 

 
 Fiduciary Funds 
 

Fiduciary fund revenues and expenses or expenditures (as appropriate) should be 
recognized on the accrual basis. (GASB Cod. Sec. 1100.108c. See also Sec. 1600, 
“Basis of Accounting.”) 

 
 Transfers 
 

Transfers should be recognized in the accounting period in which the interfund 
receivable and payable arise. (GASB Cod. Sec. 1100.108d. See also Sec. 1600, “Basis 
of Accounting.”) 

 
 
Budgeting, Budgetary Control, and Budgetary Reporting 
 
 Annual Budget(s)  
 

Every governmental unit should adopt budgets. (GASB Cod. Sec. 1100.109a. See also 
Sec. 1700, “The Budget and Budgetary Accounting,” and Sec. 2400, “Budgetary 
Reporting.”) 

 
The standards do not require that a budget be adopted by governmental funds. It is 
recommended, however, as an essential element of the financial planning, control, and 
evaluation processes of governments. Many believe that the budget is the most important 
financial document produced by the governmental entity. A budget, when adopted 
according to procedures specified in state law, is binding upon the governmental unit and 
must be incorporated as a component of the accounting system. 
 
In the state of Washington, school district budgets are required to be adopted in the 
general, capital projects, transportation vehicle, debt service, and ASB funds on the same 
basis of accounting as the financial statement presentation. 

 
 The Accounting System  
 

The accounting system provides the basis for appropriate budgetary control. (GASB Cod. 
Sec. 1100.109b. See also Sec. 1700, “The Budget and Budgetary Accounting,” and Sec. 
2400, “Budgetary Reporting.”) 

 
Accounting systems of funds for which budgets are required (general, capital projects, 
transportation vehicle, debt service, and ASB funds) should incorporate budgetary 
accounts. Only three general ledger control accounts are needed—Estimated Revenues, 
Appropriations, and Encumbrances—to provide appropriate budgetary control. All three 
must be supported by subsidiary ledger detail. 
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Budgetary detail accounts for revenue are required in both the budget and accounting 
systems and reports. 
 
An appropriation is an authorization for the district to incur expenditures in the amounts 
specified in the district’s budget for the fiscal year. In the state of Washington, by law, total 
appropriations may not exceed the sum of Estimated Revenues and the beginning 
Unreserved, Undesignated Fund Balance. The resulting Unreserved, Undesignated Fund 
Balance account, after recording Estimated Revenues and Appropriations, must have a 
zero or credit balance. 

 
The use of an encumbrance accounting system as an element of control in formal 
budgetary integration is widespread in governments. Such a system acts as an early 
warning device by controlling expenditure commitments; the government thereby 
significantly reduces the opportunity to over-expend an appropriation. Encumbrances are 
defined in the 1987 GASB Cod. Sec. 1700.129 as “commitments related to unperformed 
(executory) contracts for goods or services.” They are not GAAP expenditures or 
liabilities, but represent the estimated amount of expenditures ultimately to result if 
unperformed contracts in process are completed. When these commitments are realized, 
a liability is recognized for the goods and services received. 
 
Notwithstanding its control advantages, encumbrances are not recorded for all 
expenditures. See Chapter 7—Journal Entries for more information on the use of 
budgetary accounts. 

 
 Budgetary Comparisons  
 

Budgetary comparisons should be included in the appropriate financial statements and 
schedules for governmental funds for which an annual budget has been adopted. (GASB 
Cod. Sec. 1100.109c. See also Sec. 1700, “The Budget and Budgetary Accounting,” and 
Sec. 2400, “Budgetary Reporting.”) 
 
OSPI requires presentation of the final budget and comparison with actual amounts for each 
governmental fund, except the permanent fund, which is not budgeted. The final budget is 
defined as the original budget adjusted by all reserves, transfers, allocations, supplemental 
appropriations, and other legally authorized legislative and executive changes applicable to 
the fiscal year, as filed with OSPI. 

 
GAAP require budgetary comparison schedules that include original (i.e., first complete 
appropriated) budget as well as the final appropriated budget for the general fund and the 
ASB fund, a major special revenue fund. Actual inflows, outflows, and balances must be 
shown. A separate column to report the variance between the final budget and actual 
amounts is encouraged, but not required. If presented, the terms “favorable” and 
“unfavorable” should be avoided. The district has the option of presenting the budgetary 
comparison statement as required supplementary information (RSI), or as a part of the 
basic financial statements. Note disclosure of excesses of expenditures over 
appropriations in individual funds is required. If the budgetary comparison information is 
included in the basic financial statements, disclosure in the notes to the financial 
statements is appropriate. If, however, the district supplies the budgetary information as 
part of RSI, the note disclosure should follow and be a part of RSI.  
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For additional budgeting information see Chapter 2—Budgeting. 
 
 
Transfer, Revenue, Expenditure, and Expense Account Classification 
 
 Interfund Transfers  
 

Interfund transfers should be classified separately from fund revenues and 
expenditures/expenses. (GASB Cod. Sec. 1100.110a. See also Sec. 1800, “Classification 
and Terminology.”) 

 
Governmental fund revenues should be classified by fund and source.  
 
GAAP establish two classes of interfund activity: 
 
•  Reciprocal interfund activity is the interfund equivalent of exchange and exchange-

like transactions. 
o Interfund loans are amounts for which repayment is expected. They should be 

reported as interfund receivables to the lending fund and as interfund payables to 
the receiving fund. They should not be reported as other financing sources or uses 
in the fund financial statements. After adoption of board resolution, WAC 392-123-
140 allows loans to the general fund, transportation vehicle fund, capital projects 
fund, and debt service fund. Loans are permitted from the general fund or capital 
projects fund only. Interfund loans do not increase budget capacity. Appropriate 
interest shall be charged.  

 
Reference: WAC 392-123-135 through WAC 392-123-160, RCW 28A.320.320. 
 

o Interfund services provided and used are sales and purchases of goods and 
services between funds for a price comparable to their external exchange value. 
They are reported as revenues in the providing fund and expenditures in the 
receiving fund. Unpaid amounts are treated as interfund receivables or payables. 

 
•  Nonreciprocal interfund activity is the interfund equivalent of nonexchange 

transactions.  
o Interfund transfers are defined as “flows of assets (such as cash or goods) without 

equivalent flows of assets in return and without a requirement for repayment.” 
They should be reported as other financing sources in the receiving fund and other 
financing uses in the providing fund. 

 
o Interfund reimbursements are repayments from a fund responsible for an 

expenditure to the fund that initially made the disbursement. Reimbursements are 
treated as adjustments and not reported in the financial statements. 
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 Classification of Governmental Fund Revenues and Expenditures  
 
Expenditures should be classified by fund, function (or program), organization unit, activity, 
character, and principal classes of objects. (GASB Cod. Sec. 1100.110b. See also Sec. 
1800, “Classification and Terminology.”) 

 
For state reporting purposes, revenue is categorized by local, state, federal, and other 
sources, which are further broken down by type of revenue (e.g., taxes, interest, and sale 
of supplies). Expenditures are also categorized and reported by program, activity, and 
object. 

 
 Proprietary Fund Revenues and Expenses  
 

Revenues and expenses of proprietary funds should be classified in essentially the same 
manner as those of similar business organizations, functions, or activities. (GASB Cod. Sec. 
1100.110c. See also Sec. 1800, “Classification and Terminology.”) 

 
The state of Washington does not currently allow use of proprietary funds by school 
districts. 

 
 
Common Terminology and Classification 
 
A common terminology and classification should be used consistently throughout the 
budget, the accounts, and the financial reports of each fund. (GASB Cod. Sec. 1100.111. 
See also Sec. 1800, “Classification and Terminology.”) 
 
Persons responsible for preparing the budgets and for preparing the financial statements and 
reports should work with those responsible for designing and operating the accounting 
system. Agreement on a common terminology and classification scheme is needed to make 
sure that the accounting system produces the information needed for budget, financial 
statements, and financial report preparation. 
 
 
Interim and Annual Financial Reports 
 
Appropriate interim financial statements and reports of financial position, operating 
results, and other pertinent information should be prepared to facilitate management 
control of financial operations, legislative oversight, and, where necessary or desired, 
for external reporting purposes. (GASB Cod. Sec. 1100.112a. See also Sec. 1900, 
“Financial Reporting,” and Sec. 2100–2900.) 

 
Interim financial reports required in the state of Washington are the Monthly Budget Status 
Report and the Statement of Financial Condition. (For more information, see Chapter 2—
Budgeting.) 
 
A comprehensive annual financial report (CAFR) covering all funds and account 
groups of the reporting entity—including introductory section; appropriate combined, 
combining, and individual fund statements; notes to the financial statements; required 
supplementary information; schedules; narrative explanations; and statistical tables—
should be prepared and published. The reporting entity is the oversight unit and all 
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other component units combined in accordance with Section 2100, “Defining the 
Reporting Entity.” (GASB Cod. Sec. 1100.112b. See also Sec. 1900, “Financial Reporting,” 
and Sec. 2100–2900.) 
 
A CAFR is not required in the state of Washington. School districts preparing a CAFR may 
seek a Certificate of Excellence in Financial Reporting from the Government Finance Officers’ 
Association (GFOA) and/or the Association of School Business Officials (ASBO). 

 
Basic financial statements (BFS) of the reporting entity may be issued separately from 
the comprehensive annual financial report (CAFR). Such statements should include the 
basic financial statements and notes to the financial statements that are essential to 
fair presentation of financial position and results of operations (and cash flows of 
proprietary fund types). Those statements may also be required to be accompanied by 
required supplementary information, essential to financial reporting of certain entities. 
(GASB Cod. Sec. 1100.112c. See also Sec. 1900, “Financial Reporting,” and Sec. 2100–
2900.) 
 
GAAP basic financial statements (BFS) include the following: 
 
a. Districtwide Financial Statements—These display information about the district as a 

whole, except for fiduciary funds. They are prepared using the economic resources 
measurement focus and accrual basis of accounting. Districtwide statements are (1) the 
statement of net assets and (2) the statement of activities. Reconciliation between the 
districtwide and fund financial statements is also required as part of BSF. 

b. Fund Financial Statements—These statements display information about major funds, 
individually. To enable comparability in statewide reporting, all funds (general, ASB 
special revenue, capital projects, transportation vehicle, debt service, and permanent, if 
applicable) are reported as major funds. Fiduciary statements include financial information 
for fiduciary funds. Governmental fund reporting focuses on sources, uses and balances 
of current financial resources and uses the modified accrual basis of accounting. Fiduciary 
funds focus on net assets and changes in net assets and use the economic resources 
measurement focus and accrual basis of accounting.  

c. Notes to the Financial Statements—The notes are an integral part of the basic financial 
statements. They present essential information for the fair presentation of the financial 
statements that is not displayed on the face of the financial statements. 

 
In addition, GAAP prescribe required supplementary information (RSI). This includes 
Management’s Discussion and Analysis (MD & A), information required by GASB Statements 
10 (as amended), 25, and 27, and budgetary comparison schedules. (See Chapter 8—
Reporting.) 

 
In the state of Washington, the F-196, annual financial statement section, represents the fund 
financial statements. These statements display information about major funds, individually. To 
enable comparability in statewide reporting, all funds (general, ASB special revenue, capital 
projects, transportation vehicle, debt service, and permanent, if applicable) are reported as 
major funds. Fiduciary statements include financial information for fiduciary funds. 
Governmental fund reporting focuses on sources, uses, and balances of current financial 
resources and uses the modified accrual basis of accounting. Fiduciary fund reporting 
focuses on net assets and changes in net assets and uses the economic resources 
measurement focus and accrual basis of accounting.  
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In addition, a Schedule of Long-Term Debt is required. Sample “Notes to the Financial 
Statements” are included in Appendix B of this manual. 
 
A component unit financial report (CUFR) covering all funds and account groups of a 
component unit—including introductory section; appropriate combined, combining, 
and individual fund statements; notes to the financial statements; schedules; narrative 
explanations; and statistical tables—may be prepared and published as necessary. 
(GASB Cod. Sec. 1100.112d. See also Sec. 1900, “Financial Reporting,” and Sec. 2100–
2900.) 

 
In the state of Washington, school districts are primary governments and, accordingly, issue a 
CAFR or BFS. A district may be financially accountable for a component unit that should be 
reported as either a blended or discreet unit in the district’s financial statements. (See 
guidance on GASB Statement 14—The Reporting Entity in Appendix C.)  
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BUDGETING 
 
 
The school budget document is probably the most important single publication that any school 
system presents to the local citizens. It is the instrument that sets forth a financial plan for the 
achievement of the goals and objectives of each school district. It is also the community’s 
educational plan expressed in dollars. 
 
 
Budget Purpose and Fiscal Year 
 
 Budget Objectives 
 

The purpose of a budget is to provide a statement, expressed in financial terms, that 
serves as the primary tool for planning and controlling operations. To achieve this basic 
purpose, a comprehensive budget must be integrated with the school district financial 
accounting system to ensure that objectives of planning, coordinating, evaluating, and 
controlling are attained. The primary objectives of the budget system are to: 

 
•  Assist the formulation of an integrated plan of operations and the understanding of 

how each of the school district’s activities contributes to the overall mission. 
•  Provide a means of communication between the various levels of management by 

stating the objectives of each program or activity within a school district and the 
resources necessary to achieve them. It also provides a means of justifying the overall 
budget. 

•  Integrate with the accounting systems to reflect expenditures and commitments to 
date and the balance of resources available. 

•  Provide a means of measuring and guiding performance by comparing planned 
(budgeted) expenditures and staffing levels against actual expenditures and staffing 
levels. 

•  Provide the historical data required for realistic budget preparation. 
 
 School District Fiscal Year 

 
The period covered by the official budget is the fiscal year September 1 through August 
31. Some projects, grants, or programs have a fiscal period that differs from this fiscal 
year, and it may be necessary to prepare program budgets that cover a different time 
period. The current official budget shall include only the estimated revenues and 
expenditures occurring during the period covered. 
 
For school districts commencing basic education programs prior to September 1, the 
following activities shall be considered to be within the school year that commences 
September 1: 
 
•  School days scheduled prior to September 1. 
•  Staff days and activities in preparation for the school year included in employee 

collective bargaining contracts for the school year, but occurring before September 1. 
(WAC 392-121-031.) 
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Time Schedule for Budgeting 
 
The time schedule for budgeting is available in the Budget Preparation chapter of the State of 
Washington School District Administrative, Budgeting, and Financial Reporting Handbook 
published by the Office of Superintendent of Public Instruction.  
 
 
Budget Preparation 
 
 Budget Preparation 
 

To accomplish the objectives listed above, the following procedures may be used in 
budget preparation: 

 
•  Portions of the overall budget should be prepared by the person(s) with 

responsibility to manage the activity, program, or location. These are then 
reviewed, modified if necessary, approved, and integrated into the district’s 
overall budget. 

•  The budget should be adequately documented. Any basic assumptions, which 
were made in establishing the projected personnel requirements or expenditures, 
should be identified. 

•  Administrators of the budget should play an integral part in any revisions to their 
budgets so that such changes are realistic and they can modify their operational 
plans accordingly. 

 
Each school district shall prepare the annual budget on or before July 10 for the 
ensuing fiscal year. (RCW 28A.505.040.) 

 
 Budget Review 
 

RCW 28A.505.050 (WAC 392-123-078 and 392-123-079) requires that all school 
districts’ budgets will have a preliminary review and edit performed by their respective 
educational service district (ESD) prior to budget adoption. 
 
School district budgets are reviewed and edited by ESDs and OSPI to insure that the 
estimates contained in the budgets are reasonable. 
 
Review, alteration, and approval of the budget shall be performed by a committee 
consisting of the respective ESD superintendent or representative, a member of the 
local school district board of directors or representative, and a representative of OSPI 
as required for second class school districts. (RCW 28A.505.060 and 28A.505.070.) 

 
! Budget Edits 

To aid in the budget review process, OSPI has established budget, revenue, and 
Form F-203 edits that must be submitted with the budget document. The primary 
purpose of these edits is to assist school districts in the preparation of their 
budgets by drawing attention to certain areas and/or relationships in the budget 
that need further evaluation. However, these edits do not relieve the school 
district from its responsibility for establishing the estimates as set forth in its 
budget document. 
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! The Budget Document 
Each fiscal year, the district’s adopted official budget document (Form F-195), 
shall be submitted in the format prescribed by OSPI. Refer to RCW 28A.505.090 
and WAC 392-123-053. (Districts may prepare additional budget information for 
local use.) 

 
For each fund the budget shall contain the following: 

 
•  Estimated revenues and expenditures for the budgeted fiscal year, the current 

fiscal year, and actual revenues and expenditures for the last completed fiscal 
year. 

•  The beginning and ending reserved and unreserved fund balances for each 
fiscal year. 

•  Transfers (which are self-balancing) must be included when applicable. 
 
! Basis of Budgeting and Accounting 

School districts with under 1,000 full-time equivalent students for the preceding 
fiscal year may make a uniform election to be on the cash basis of revenue and 
expenditure recognition, except for debt service funds. All other school districts 
shall be on the modified accrual basis for budgeting, accounting, and financial 
reporting. (RCW 28A.505.020 and WAC 392-123-049.) 

 
! Budgeting Local, State, and Federal Revenues 

General fund excess levies are authorized for the maintenance and operation 
support of school districts as defined in RCW 84.52.053. The revenue (local 
property taxes) collected from calendar year levies are budgeted in the fiscal year 
in which they are received.  

 
Levies in other funds are generally authorized for specific purposes. For example: 
buses in the transportation vehicle fund, new construction, modernization, or 
remodeling of school facilities including technological improvements in the capital 
projects fund, or the redemption of bonds and interest in the debt service fund. 
 
Local revenues must be estimated and may include the following types of 
revenues: local property taxes, tuition, fees, sales of goods, supplies and 
services, investment earnings, gifts, donations, fines, damages, rentals, insurance 
recoveries, and revenues from other school districts. 
 
State revenues are estimated by using Form F-203C, Estimate for State 
Revenues. The data may be revised until the budget is adopted. The information 
supplied on Form F-203C is combined with other data and is used to estimate 
each district’s state-funded allocations for each fiscal year. The estimated state 
revenues and other data elements entered in the F-203C process are also used 
to begin making most apportionment payments in September. A copy of the F-
203C must be attached to the F-195 filed pursuant to WAC 392-123-054. It is 
necessary that the F-203C data on the output reports agree with the budget data. 
Refer to RCW 28A.525.200 (chapter 180-25 WAC). Examples of state revenues 
are state apportionment, education of children with disabilities, learning 
assistance program, food services, transportation operations, and other 
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special/pilot projects. State moneys are also authorized to assist school districts 
in providing school facilities. 
 
Federal revenues may include the following: Impact aid; federal forests; programs 
for special education students; vocational education; remediation education; 
migrant; institutions; Indian education; targeted assistance; math/science; 
reimbursements for breakfasts, lunches, and milk; and USDA commodities. 

 
 Other Financing Sources 
 

Other financing sources may include the sale of bonds, real property, or equipment; 
insurance recoveries for fixed assets; operating transfers; and long-term financing. 
The use of installment purchase contracts (also known as conditional sales contracts) 
for the purchase of capital assets can create budgetable resources because, in most 
situations, they are considered to be long-term financing. (RCW 28A.335.200.) 

 
 Budgeting Receivables Collectible in Future Fiscal Periods 

 
When a school district board is unable to prepare a balanced budget or a budget 
extension, the school district may petition OSPI requesting permission to include 
receivables collectible in future years in order to balance the budget. If such 
permission is granted, it shall contain conditions, binding on the district, designed to 
improve the district’s financial condition. (RCW 28A.505.110 and WAC 392-123-060.) 

 
 Short-Term Loan Obligations—Revenue Anticipation Notes 
 

The proceeds from the sale or issuance of short-term revenue anticipation notes 
(RANs) should not be considered revenues or other financing sources for budgeting 
or financial reporting. 

 
Revenue anticipation notes include tax anticipation notes (TANs), bond anticipation 
notes (BANs), or any similar type of short-term obligations issued that will be repaid 
out of anticipated revenues. The issuance of a RAN increases the cash assets of the 
issuing fund and at the same time increases its current liabilities (General Ledger 
Account 606). The proceeds do not increase fund balance. School districts must 
balance their budgets on a fund balance basis without the use of RANs. 

 
 Budgeting Expenditures 
 

The expenditure estimates for the budgeted fiscal year represent the school district’s 
plan to use available resources. The budgeted expenditures for each fund must be 
prepared in accordance with RCW 28A.505.130 (WAC 392-123-070) and constitute 
the appropriations as adopted by the school district. 

 
 Salary Exhibits (GF and CPF only) 
 

Salary exhibits for both the certificated and the classified staff are to be completed for 
each program matrix page of the budget. Each job classification or duty code must be 
budgeted for each activity within each program. Districts shall provide the individual 
salaries together with the title or position of the recipient and the total amounts of 
salary under each budget class upon request as set forth in RCW 28A.505.060. 
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Salaries including high, low, and average salary rates must be shown for each job 
classification. 

 
 Salary Schedules 
 

Salary schedules for certificated and classified staff are to be inserted in Form F-195 
pursuant to RCW 28A.505.100. These schedules must agree with salary exhibits or 
contain an explanation of the differences. 

 
 Preparing Multiple-Year Budgets (Optional) 
 

Administrators of the budget should be aware of the benefits that may result from 
budgeting for periods that cover a period of time in excess of the fiscal year. Long-
term budgets are not required by law; however, they should be considered seriously 
by every school district. Long-term budgets should include the annual budget and 
provide management with the ability to evaluate current operations in relation to the 
school district’s total plan.   

 
 
Associated Student Body Fund (ASB) Budgeting 
 
 Approval Process 
 

In the associated student body fund (ASB), each student activity group prepares a 
budget for the fiscal year. The budgets for all the student activity groups added 
together constitute the associated student body budget for the school. After the 
school associated student body budget is approved by the student council and the 
primary adviser, it is sent to the district superintendent for approval and consolidation 
with all other associated student body budgets of the district which, when 
consolidated, will be the proposed associated student body fund budget for the 
district. 
 
The schedule for completing the budgetary process will be as designated by the 
central district office and will provide for the completion of the ASB proposed budget 
prior to the completion of the student school year. This procedure and timing will 
provide for necessary student participation in the budgetary process as provided for 
in chapter 392-138 WAC. The district board of directors must approve the Associated 
student body fund budget before any expenditure may be made from the associated 
student body fund for the fiscal year. 

 
 Participation in League and Other Joint Activities 
 

Athletic leagues and other forms of joint interdistrict- and intradistrict-associated 
student body programs may be formed as provided by WAC 392-138-085. These 
joint programs also include those between public and private schools. The leagues 
and other joint activities shall be budgeted in the same manner as all other activities 
of the associated student body fund.
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When these joint programs exist and moneys must be managed, a managing district 
will be appointed and the joint program associated student body organization will 
exist in that district’s associated student body fund organization. 
 
If there is a managing district, all joint activity revenues will be deposited to the credit 
of the joint program associated student body organization and all joint activity 
expenditures charged to that organization. Net revenues (if any) after joint activity 
expenditures are paid will be distributed to the member schools according to the joint 
program allocation formula. Member schools within the managing district will receive 
their share of the net revenues by a transfer entry. Other districts will be paid by 
warrant.   
 
The district receiving the payment will further allocate the payment to their member 
schools by transfer. 

 
 
Public Hearings 
 
 Budget Presentation at a Public Hearing 
 

Upon completion of the budget, school districts shall a publish a notice in accordance 
with RCW 28A.505.050 stating: 

 
•  That the district has completed the budget. 
•  That the budget is on file at the district administration office. 
•  That a copy of the budget will be furnished to any person requesting one. 
•  That the board of directors will meet for the purpose of fixing and adopting the 

budget of the district for the ensuing fiscal year. 
•  The date, time, and place of the board hearing which shall occur no later than 

August 31 for first class districts and August 1 for second class districts. 
•  That any person may appear at the public hearing and be heard for or against any 

part of the budget. 
 

Notice of public meetings shall be published at least once each week for two 
consecutive weeks in a newspaper of general circulation in the district, or if there is 
none, in a newspaper of general circulation in the county or counties in which such 
district is a part. The last notice shall be published no later than seven days 
immediately prior to the hearing. Such notices shall state the date, time, and place of 
the board hearing. (RCW 28A.505.050.) 
 
The school district shall provide a sufficient number of copies of the budget to meet 
the reasonable demand of the public not later than July 10. (RCW 28A.505.040.) 
 
Passage of the budget resolution shall require the vote of a majority of all members of 
the school district board of directors at the public meeting. The chair and secretary of 
the board must sign the resolution. 
 
The budget must be adopted no later than August 31 in first class school districts, 
and not later than August 1 in second class school districts. (RCW 28A.505.060.) 
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 Public Hearings for Budget Extensions 
 

The adoption process for a budget extension is the same as for the original budget 
except that notice is not required under certain types of emergencies by first class 
school districts pursuant to WAC 392-123-071. 

 
 
Budget Extensions and Transfers 
 
 Monthly Review of Budget to Determine Necessity of an Extension 
 

All funds in the budget should be reviewed and analyzed on a monthly basis. The 
district should complete a budget extension prior to incurring expenditures in excess 
of the total of such appropriations as required by RCW 28A.505.150. For first class 
school districts, this means that a budget extension must be adopted and filed prior to 
incurring expenditures that exceed the appropriation in each fund. For second class 
school districts, a budget extension must be adopted and approved by both the ESD 
and OSPI prior to incurring expenditures that exceed the appropriation in each fund. 
The ESD and OSPI will adjust budget extensions that do not meet this requirement. 
 
WAC 392-138-040 requires that the associated student body initially review revisions 
to the associated student body (ASB) budget. Therefore, an extension of the 
associated student body fund budget should occur prior to the closing of school to 
secure the necessary student involvement. 

 
 Extending or Revising the Budget 
 

School districts may adopt and file budget extensions (Form F-200) in accordance 
with the procedures outlined in RCW 28A.505.170 and RCW 28A.505.180 (WAC 
392-123-071, 392-123-072, 392-123-078, and 392-123-079) and instructions 
published by the Superintendent of Public Instruction. Budget extensions not in 
compliance with the prescribed format must be resubmitted as outlined in RCW 
28A.505.090. 
 
To increase the amount of the appropriation in any fund as provided in RCW 
28A.505.170 and 28A.505.180, the school district board of directors shall adopt a 
written resolution stating: 
 
•  The estimated amount of additional expenditures. 
•  The source of funding. 
•  The specific reason(s) for the extension. The reason(s) may be brief. For 

example: increased enrollment, purchase of equipment, increased salary 
demand, etc. 

•  In the case of second class school districts, petitioning OSPI for approval. 
 

All school districts must submit copies of their latest budget status report (Form F-198) for 
the appropriate fund along with copies of their budget extensions. The budget status 
reports submitted with budget extensions must be complete and in the proper format. 
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Budget extensions are reviewed and edited by the ESDs and OSPI to ensure that the 
estimates contained in the budget extensions are reasonable. Revised budget edits 
must be submitted with the budget extension document. Districts will provide 
explanations and correct problems when requested. 

 
 Transfers of Budgeted Expenditures During Each Fiscal Year 
 

Transfers between budget classes (programs/activities/objects) may be made by the 
school district’s chief administrative officer or finance officer subject to such 
restrictions as may be imposed by the school district board of directors, ensuring that 
the approved total appropriation for the fund is unchanged. (RCW 28A.505.150.) 

 
 
Financial Reports 
 
 Monthly Budget Status Reports and Statements of Financial Condition 
 

Each school district administration shall prepare and make available monthly budget 
status reports (Form F-198) and a statement of revenues, expenditures, and changes 
in fund balance along with any other pertinent financial information to each member 
of the board of directors of the district and to any person or organization upon request 
pursuant to the policies of the board of directors. As a part of the budget status 
report, the administration shall provide each member of the board of directors with a 
brief written explanation of any significant deviations in revenue and/or expenditure 
projections that may affect the financial status of the district. Separate budget status 
reports (Form F-198) are provided for each fund. Districts can use these reports or 
design reports that will yield comparable information (WAC 392-123-110 through 392-
123-120). 

 
 Year-End Budget Status Reports and Statements of Financial Condition 
 

A budget status report is required at year-end along with other financial reports (Form 
F-196). It is similar in format to the monthly budget status report. The main difference 
is that the year-end report does not show the current month’s actual and outstanding 
encumbrances. A comparison is made between yearly budget and actual amounts for 
revenues, expenditures, and adjustments. (Refer to Chapter 8—Reporting.) 

 
 
Personnel Reports 
 
 Monthly Personnel Budget Status Reports 
 

Each school district shall maintain the capability to prepare monthly personnel status 
reports. These reports shall display the combined responsibilities of the district’s 
administrative staff for personnel management and budget control and shall indicate 
the status of expenditures and commitments for salaries and wages. The school 
district administration shall prepare and make available personnel budget status 
reports to OSPI or the board of directors of the district within ten days from the date of 
such request from either the superintendent or board (WAC 392-123-125). 


