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EXECUTIVE SUMMARY

The Washington State Constitution establishes the education of all children as the paramount duty of the
state. It requires the state to make ample provision for a uniform system of public schools. These
constitutional mandates are the foundation of court decisions that make Washington’s school funding
system unique. To carry out its constitutional responsibility, the state dedicates almost half of all state
General Fund resources to support of the public schools which ranks Washington State schools among
the highest in the nation in the percent of school district revenue provided from state sources.

Washington State is a leader in developing student learning standards and assessments to measure
student performance. Beginning in 1992, Washington embarked on an ambitious program of education
reform with the goal of improving student achievement for all students. The Legislature and the citizens of
Washington have shown continued support for education reform goals and programs. In November of
2000, Washington citizens passed Initiative 728, the K-12 2000 Student Achievement Act, which
dedicates state revenues for improvements to student achievement in all 296 school districts of the state.

Federal education reform also impacts Washington State. The main federal legislation, No Child Left
Behind Act of 2001 (NCLB), represents sweeping changes. Its goal is to close the achievement gap by
giving all children the opportunity to obtain a high-quality education that will enable them to meet
challenging state academic achievement standards. The law’s four central themes are: accountability for
results of all students; greater flexibility and local control in exchange for greater responsibility for student
performance; increased parental information and options; and an emphasis on teaching methods that
have been proven to work. NCLB expands the federal government’s role in elementary and secondary
education, mandating unprecedented national requirements. At all levels of education, Washington State
is dedicating resources to meet these requirements.

The public school governance system in the state of Washington consists of the Office of Superintendent
of Public Instruction (OSPI), the State Board of Education (SBE), and the Washington State School
Directors’ Association at the state level, educational service districts (ESDs) at the regional level, and
school districts at the local level. These organizations establish state educational policies, administer, and
supervise the public schools.

State funding is distributed to school districts through numerous formulas and grants to assure equitable
funding that recognizes variable costs of districts and the special needs of disadvantaged students. State
funding is supplemented with federal and local funding. Local levy funding is limited by the state’s levy lid
law. However, the state also partially equalizes local levy funding by providing local effort assistance to
property poor school districts.

The financial management of schools rests with locally elected school boards in the state’s 296 school
districts. The state, through OSPI, supervises school district budgeting, accounting, and financial
reporting to provide consistent financial management and accountability. The State Auditor conducts
regular examinations of school districts’ finances to ensure sound accounting practices and compliance
with state and federal fiscal policy.

School districts account for the day-to-day maintenance and operations of the district in their General
Fund. Other funds are used to account for specialized activities. These include the Capital Projects Fund
for the acquisition of land, equipment, and facilities; the Debt Service Fund for redemption of bonds and
payment of interest; the Transportation Vehicle Fund for the acquisition and maintenance of pupil
transportation equipment; the Associated Student Body Fund for student activities; and Trust Funds for
donations dedicated for specific uses.

OSPI collects information from school districts on school personnel, salaries, student enroliments,
revenues, and expenditures (by program, activity, and object), which is compiled and analyzed for use by
local, state, and federal policy makers and the public.

Office of Superintendent of Public Instruction 1 State of Washington
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Executive Summary

1)

2)

Who is Responsible for Financial Management of Washington Public Schools?

The locally elected school district board of directors is ultimately responsible for the financial
management of a school district. School boards hire a superintendent who oversees the day-to-

day management of the school district.

School districts operate within the constraints of:

e Laws passed by the U.S. Congress.
e U.S. Department of Education regulations implementing federal law.

e Laws and budgets passed by the Washington State Legislature.

e OSPI and State Board of Education regulations implementing state and federal law.

The complexity of school finance arises from the number of programs funded and from the many
reporting, accounting, and audit requirements of each program. In 2004—-05, OSPI administered:

14 formula-driven state programs funded through the apportionment process.

e 13 state grant programs.
e 45 federal grant programs.
[ ]

Numerous programs funded under contracts between OSPI and school districts.

School districts prepare an annual budget for public review and comment by July 10 of each
school year. Budgets must be formally adopted by the school board before the beginning of the
school year (September 1). Upon adoption the budgets are submitted to OSPI.

School districts account for all revenues and expenditures using standard account codes defined
in the Accounting Manual for Public School Districts in the State of Washington. All expenditures
are identified by program, activity, and object. The annual financial reports are submitted to OSPI.

The Washington State Auditor examines school districts’ operations and financial records for
compliance with applicable state and federal requirements.

Nine regional ESDs help OSPI implement state and federal policies and collect information from
school districts. ESDs also assist school districts by providing cooperative services that are more
efficiently performed regionally. ESD programs and cooperatives allow districts to eliminate
duplication of services, realize significant savings, and receive special program funding that might

otherwise be unavailable to them.

How Do Washington Public Schools Spend Their Money?

School districts record expenditures in five funds. About 78 percent of all expenditures are for the
day-to-day maintenance and operation of the school district and are recorded in the General
Fund. Total 2004-05 school year expenditures by fund are summarized below. (Dollars are in

millions.)

Fund Amount | Percentage Purpose
General Fund $7,724 78.0% | Maintenance and operations
Capital Projects Fund 1,196 12.1% | Facilities construction/remodeling
Debt Service Fund 827 8.3% | Repayment of bond debt
Transportation Vehicle Fund 43 0.4% | Purchase of school buses
Associated Student Body Fund 118 1.2% | Student body activities
Permanent Fund (amounts insig.) 0 0.0% | Various dedicated purposes
Total $ 9,908 100.0%

Office of Superintendent of Public Instruction
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The largest program in the school district General Fund is basic education. Major programs in the
General Fund for the 2004—-05 school year are summarized below. (Dollars are in millions.)

Program Amount Percent

Basic Education $4,108 53.2%
Special Education 793 10.3%
Vocational/Skill Center Education 274 3.5%
Compensatory Education Instruction 712 9.2%
Other Instructional Programs 112 1.5%
Community Services 40 0.5%
Pupil Transportation 318 4.1%
Food Services 273 3.5%
Other Support Services 1,094 14.2%
Total $7,724 100.0%

General Fund Expenditures by Program

O Basic Education (53.2%)

W Special Education (10.3%)

0O Vocational/Skill Center Education
(3.5%)

O Compensatory Education Instruction
(9.2%)

B Other Instructional Programs (1.5%)
53.2%

O Community Services (.5%)

@ Pupil Transportation (4.1%)

O Food Services (3.5%)

m Other Support Services (14.2%)

OSPI annually publishes a School District and Educational Service District Financial Reporting
Summary containing detailed expenditure data by district. The publication is available
electronically from the “Publications” link on the OSPI School Apportionment and Financial
Services Web site at: http://www.k12.wa.us/safs/.

Office of Superintendent of Public Instruction 3 State of Washington
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3)

4)

What are the Main Sources of Revenue for Washington Public Schools?

Over 70 percent of school district General Fund revenue comes from the state. Sources of
revenue for the 2004—-05 school year are shown below. (Dollars are in millions.)

Revenue Source

Amount

Percent

State

$ 5,365

69.3%

Local Property Taxes

1,258

16.2%

Federal

783

10.1%

Other Local

339

4.4%

Total $ 7,745 100%

General Fund Revenues by Source

4.4%

10.1%

16.2% B State (69.3%)

B Local Property Taxes (16.2%)

O Federal (10.1%)

O Other Local (4.4%)

69.3%

The Washington State Constitution states, “It is the paramount duty of the state to make ample
provision for the education of all children .. .” In 1977, a landmark court decision required the
Washington State Legislature to define and fully fund a basic education program for all public
school students to meet this constitutional obligation. In response to this court ruling, Washington
State significantly increased state support and imposed limits on local property tax support for
schools. The result is that Washington schools are among the highest in the nation for the
proportion of state funding received.

How is Money Allocated to Schools?

Most of the large state entitlement programs (basic education, special education, learning
assistance, and bilingual) are paid through state apportionment formulas based primarily upon
the reported student enroliments. Funding to a district may fluctuate in response to its actual
student enrollment reported during the school year.

The basic education formula is complex. Formula factors include:
o Varying staff/student ratios for different grade levels.

Office of Superintendent of Public Instruction 4
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5)

6)

Separate staff unit allocations for administrative, instructional, and classified staff.
Weightings for the education and experience of staff (mix factors).

Allocations for benefits and nonemployee related costs (NERC).

Allocations for substitute teachers.

Enhanced funding for small schools.

Enhanced funding for vocational programs.

Separate rates for Running Start students.

The average basic education allocation per full time student in 2004-05 was $4,291.

RCW 28A.150.260 says that the state allocation formula “shall be for state allocation and
equalization purposes only and shall not be construed as mandating specific operational
functions of local school districts . . .” School districts retain responsibility for determining staffing
levels. However, districts are held to a standard of employing at least 46 certificated instructional
employees per 1000 students. School districts negotiate employee salaries and benefits in local
negotiations its employees. However, state law limits average base contract salaries for
certificated instructional staff to the state allocated salary. The state budget also requires districts
to demonstrate certain staffing levels in order to receive enhanced funding for K—4.

State funding formulas for the other programs are simpler. The state special education allocation
per student is based on 93.09 percent of the district’s basic education allocation per student age
3-21. This funding is provided for up to 12.7% of a district’s basic education population. Special
education safety net funding is provided to districts that can demonstrate financial need due to
high-cost individual students. Bilingual funding is provided at a rate of $740.97 per annual
average bilingual student in the 2004—05 school year. The large federal compensatory programs
(programs for disadvantaged or special need students) are also funded through formulas.

Many of the smaller state and federal programs are funded through competitive grants. Districts
must apply for competitive grants. Applicants are scored and awards are made selectively.
Successful applicants claim reimbursement for expenses incurred in providing the program.

When Does the State Distribute Money to Schools?

The state distributes money monthly based on apportionment formulas and reimbursement
claimed through the grants management process. The State Treasurer, who is the banker for the
state, electronically transmits money to each county treasurer for each of the school districts
headquartered within their county. The county treasurers are the bankers for the school districts.

How Do School Districts Raise Local Money?

Article 7 of the State Constitution and chapter 84.52 RCW grant school districts the authority to
levy local property taxes. The voters of the school district must approve such levies by a 60
percent “Yes” vote in a district-wide levy election. School districts may run a levy for a particular
fund a maximum of two times in a calendar year. Unsuccessful levies may be resubmitted in
subsequent years.

School district levies are of four fund types:

Excess General Fund levies are one to four year levies used for day-to-day operations of the
school. Such levies are known as maintenance and operation (M&O) levies. State law limits the
majority of school district M&O levies to a limit of 24 percent of the school district’s state and
federal funding for the previous school year (called the levy base). Ninety-one school districts
have levy limits higher than 24 percent, ranging from 24 to 34 percent of their levy base. These
higher limits are based on their historical levels of levy passage prior to the establishment of the
limit.
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7)

8)

9)

Local effort assistance is state money paid to eligible districts to match voter approved excess
General Fund levies. These payments help school districts that have above-average tax rates
due to low property valuations.

Debt Service Fund levies are multi-year levies used to pay principal and interest on general
obligation bonds sold to finance school construction and remodeling. Voter approval of a bond
issue authorizes the sale of bonds and the levy of taxes over the life of the bonds, which is often
15 to 30 years. Tax revenues are deposited in the Debt Service Fund.

Transportation Vehicle Fund levies are one or two year levies used to pay for school buses or
other school transportation equipment.

Capital Project Fund levies are one to six year levies used to pay for school construction or
remodeling.

How Does the State Help Pay for Construction of School Facilities?

The state assists school districts with the costs of construction and modernization of buildings
used for instructional purposes. The state does not pay for school district administrative buildings,
stadiums, or other non-instructional facilities, nor does the state pay for land purchases.

State assistance varies with the amount of assessed valuation for property tax purposes in each
school district. The more wealth (property value) per pupil the district has, the lower the
percentage of state assistance. The minimum state matching percentage is 20 percent and the
maximum is 90 percent. The percentage of state assistance is applied to a cost allowance per
square foot. The State Board of Education sets these latter two values pursuant to law.

What are the Sources of State Money for School Construction?

Proceeds from the sale of timber on Common School Trust Lands are dedicated for state school
construction matching payments. In recent years, these revenues have been insufficient and the
Legislature has found it necessary to appropriate money from other sources. The additional
monies have come from the State General Fund or from state-issued general obligation bonds.

What are the Sources of State General Fund Revenue?
Retail sales tax and the business and occupation tax combined make up about 71 percent of all

State General Fund revenue. Sources of State General Fund revenue for the 2005-07 Biennium
are shown below. (Dollars are in millions.)

Revenue Source Amount Percent
Retail Sales Tax $13,165.9 52.9%
Business and Occupation Tax 4,643.7 18.7%
Property Tax 2,623.4 10.5%
Real Estate Excise Tax 1,208.9 4.9%
Use Tax 894.2 3.6%
Public Utility Tax 613.7 2.5%
All Other 1,735.5 7.0%
Total $ 24,885.3 100.0%
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10) What Else is Funded in the State General Fund?

About 53.4 percent of all State General Fund expenditures are for public education programs.
Higher education receives approximately 11.2 percent, and Kindergarten through Grade 12
receives approximately 42.1 percent. State General Fund expenditures by major functional area
are shown below for the 200507 Biennium. (Dollars are in millions.)

Functional Area Amount Percent
Public Schools (K-12) $ 10,915 42.1%
Higher Education 2,901 11.2%
Human Services 9,459 36.4%
General Government, Legislative, Judicial 741 2.8%
Natural Resources 367 1.4%
Transportation 70 0.3%
Special Appropriations 1,500 5.8%
Total $ 25,953 100.0%
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SECTION I. FOUNDATIONS OF SCHOOL FINANCE IN WASHINGTON STATE

Chapter 1. Legal Foundations of School Finance
Chapter 2. Educational Organizations

Chapter 3. Financial Management Fundamentals

This section provides background information useful in understanding the context in
which public schools operate.
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CHAPTER 1. LEGAL FOUNDATIONS OF SCHOOL FINANCE

Washington State’s public school system is shaped by the State Constitution, state and federal law,
administrative rules adopted by the Superintendent of Public Instruction and the State Board of
Education, and by court decisions.

A. STATE CONSTITUTION

The primary legal foundation for the state’s public schools is the State Constitution. Article IX reads
as follows:
Article IX

Section 1. “It is the paramount duty of the state to make ample provisions for the education
of all children residing within its borders, without distinction or preference on account of race,
color, caste, or sex.”

Section 2. “The legislature shall provide for a general and uniform system of public schools
... and such ... normal and technical schools as may hereafter be established ....”

The “paramount duty” and “ample provision” language places a priority on education not found in
most state constitutions. This constitutional priority on education was the basis of a 1977 lawsuit
that reshaped the state’s role in school finance. The lawsuit and resulting court decisions are
described in detail in section D. of this chapter.

Article 1ll, Section 1 of the State Constitution establishes the Superintendent of Public Instruction as
a separately elected official within the Executive branch of state government. As an elected official,
the state superintendent has somewhat more autonomy than superintendents in states where the
superintendent is an appointed official. Article Ill, Section 22 gives the superintendent broad
responsibility:

Article IlI

Section 22. “The superintendent of public instruction shall have supervision over all matters
pertaining to the public schools, and shall perform such specific duties as may be prescribed
by law ...."

B. STATE LAWS
The Revised Code of Washington

The Revised Code of Washington (RCW) consists of statutory law enacted by the state
Legislature. Title 28A RCW encompasses the laws related to the common schools and establishes
the organizational structure of the common school system. (“Common schools” are public schools
operating a program for kindergarten through twelfth grade or any part thereof. For the purposes of
this publication, the terms “common schools” and “public schools” may be considered synonyms.)
Separate chapters define the roles and responsibilities of the Superintendent of Public Instruction
(Chapter 28A.300), the State Board of Education (Chapter 28A.305), educational service districts
(Chapter 28A.310), and school districts (Chapter 28A.315.343). Other chapters of the RCW define
requirements for the allocation of state funds, professional certification, instructional program
requirements, student and parent rights, and other subjects of state concern.
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Appropriations Acts.

The other state laws that shape school finance are the state operating and capital budgets enacted
by the Legislature and signed by the Governor. These are called Biennial Appropriations Acts
because they provide funding for a two-year period. The Operating Appropriations Act determines
the level of state funding for school district operations and provides detailed state funding formulas
and requirements for receiving state funding. The Capital Appropriations Acts determine the
amount of state matching money provided for school construction and renovation. Appropriation
levels can be changed in “supplemental” budgets adopted after the initial biennial budget is
approved. Federal funds are also appropriated in the Operating Appropriations Act. However,
federal funding levels are determined primarily by the U.S. Congress. Appropriations acts have the
force of law but are not codified in the RCW.

OSPI begins the budget development process by requesting budget items in the fall. RCW
28A.300.170 states:

“... the superintendent of public instruction shall submit such detailed estimates and other
information to the governor and in such form as the governor shall determine of the total
estimated amount required for appropriation from the state general fund for state support to
public schools during the ensuing biennium.”

The Governor considers the OSPI budget request before proposing a budget to the Legislature in
December. A budget bill is enacted by the state House of Representatives and Senate and signed
by the Governor before taking effect at the beginning of the state fiscal year (July 1).

The laws enacted by the Legislature over the past 25 years have been shaped by two major
developments: The court decisions of Judge Doran and the education reform movement. These
are described below.

C. THE DORAN DECISIONS AND BASIC EDUCATION FUNDING

In response to a lawsuit initiated in 1976 by Seattle School District, State Superior Court Judge
Doran directed the state Legislature to define and fully fund a program of basic education for all
students in Washington. In the following legislative session, the Legislature adopted the Basic
Education Act of 1977. The court case and this landmark law redefined the state role and continue
to shape school funding policy in Washington.

The 1977 Act defined the basic education program to require:

e A minimum of 180 school days per year.

e  Minimum instructional hours for kindergarten, Grades 1-3, 46, 7-8, and 9-12.
e Specific instructional content for each grade group.

e Minimum ratios of certificated staff to students.

The State Board of Education was given responsibility for approving school district basic education
programs for state funding.

The basic education funding formula created by the Legislature matched the program
requirements. Funding was provided for each full-time equivalent student based on staff/student
ratios and allocations for staff salaries, benefits, and nonemployee related costs.

Subsequent court decisions in the 1980’s expanded the state’s basic education responsibility.
Special education, bilingual education, institutional education, learning assistance program, and
pupil transportation are now considered “basic” and the state fully funds the formulas defined in law
and in the appropriations act.

The state’s basic education responsibility explains the unique character of school finance in
Washington:
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e Once a program is defined as “basic education,” it becomes part of a state on-going
entitlement program. The state may not reduce the funding level due to state revenue
problems.

e Funding increases are often labeled “enhancements to basic education” and therefore are not
an on-going entitlement.

e The basic education funding formula is not “cast in concrete”; it is the continuing obligation of
the Legislature to review the formula as the education system evolves and changes.

e There is a state interest in limiting disparities in local levy revenues; the state levy lid law, and
local effort assistance (levy equalization funding) reflect this interest.

o There is a state interest in controlling salary growth; the state salary allocation schedule and
salary lid law assure relative uniform salaries for teachers statewide; differences in district pay
levels are more often the result of supplemental pay, which is not a state responsibility.

o There is a keen interest in school district reporting of student FTE counts and staff experience
and training; these drive state funding and are subject to audit by the State Auditor’s Office.

In recent years many other states have faced lawsuits over the equity and adequacy of state
support for public schools and have responded by strengthening the state’s role in education
funding. Washington’s Doran decisions were early and decisive. They help explain why
Washington ranks seventh in the nation in the percentage of school district operating revenue
provided from state funding.

Details of the state funding formulas are provided in Chapter 5 of this publication.
D. EDUCATION REFORM

In the past ten years, education reform efforts have shaped state and federal education policy.
Education reform reflects the recognition that in the information age, education is the key to
individual success and the health of the economy. It is reinforced by efforts to improve government
by focusing on performance (outcomes) rather than inputs. For education, the desired outcome is
student achievement and the goal is improving student learning to meet the challenges of the 21
century.

Education reform in Washington began with the Governor’s Council on Education Reform and
Funding (GCERF) created by Governor Booth Gardner in 1991. The council’s farsighted
recommendations laid the foundation for reforms that reach well into the 21% century.

In 1992, the Legislature passed SSB 5953, which established the initial framework for education
reform in Washington. Most significantly, it established the Commission on Student Learning. The
Commission was directed to develop and administer the components of education reform. The
Commission was charged with developing: clear challenging academic standards; standards-
based assessments and other ways of measuring student achievement; and recommendations for
an accountability system to hold schools and school districts responsible for results. The
Commission on Student Learning worked throughout the 1990s to define essential academic
learning requirements (EALRSs) for reading, writing, and other prescribed skills and to develop the
Washington Assessment of Student Learning (WASL) to measure those skills. The timeline and
implementation details of the statewide assessments have been revised many times since 1992.

The second major education reform bill, ESHB 1209 was adopted in 1993. This bill made changes
to SSB 5953 and created new learning goals, the Student Learning Improvement Grants (SLIGs)
program, and other programs intended to assist educators in helping students meet new academic
standards. The goal of the Basic Education Act in RCW 28A.150.210 was rewritten to reflect the
new standards for student learning.
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The Basic Education Act was amended to replace instructional content requirements by grade with
the new EALRs. More flexibility was provided in instructional hour offerings and waiver provisions
were created subject to State Board of Education approval. Changes to the Basic Education Act
were written initially to take effect in 1998 after academic accountability measures were in place.
The effective date was later changed to September 1, 2000, to allow more time for state
assessments to be implemented.

As it now reads, the Basic Education Act requires that each school district shall make available to
students enrolled in kindergarten at least a total instructional offering of 450 hours. In grades one
through twelve, school districts must offer at least a district-wide annual average of 1,000
instructional hours. The program shall include the EALRs under RCW 28A.655.060 and such
subjects and activities as the school district determines to be appropriate for the education of the
school district’s students. The goal of the Basic Education Act reads as follows:

“The goal of the Basic Education Act for the schools of the state of Washington set forth
in this chapter shall be to provide students with the opportunity to become responsible
citizens, to contribute to their own economic well-being and to that of their families and
communities, and to enjoy productive and satisfying lives. To these ends, the goals of
each school district, with the involvement of parents and community members, shall be to
provide opportunities for all students to develop the knowledge and skills essential to:

(1) Read with comprehension, write with skill, and communicate effectively and
responsibly in a variety of ways and settings.

(2) Know and apply the core concepts and principles of mathematics; social, physical,
and life sciences; civics and history; geography; arts; and health and fitness.

(3) Think analytically, logically, and creatively, and to integrate experience and
knowledge to form reasoned judgments and solve problems.

(4) Understand the importance of work and how performance, effort, and decisions
directly affect future career and educational opportunities. (RCW 28A.150.210.)"

Much of the school funding debate of the last ten years in Washington and nationally is over what
strategies contribute most to improving student achievement:

Reducing class size.

Improving teacher quality through professional development and compensation.

Providing more hours of instruction for struggling students.

Setting goals for improving student reading and math skills.

Creating charter schools.

Using technology to promote student learning.

Providing more and better student assessments.

Intervening in failing schools.

Class size reduction efforts began in 1989 when the state funded K—-4 staffing ratio was increased
from 46 certificated instructional staff per 1000 to 49. The basic education K-4 staffing ratio
increased to 55.4:1000 in the 2001-02 school year and decreased to 54:1000 in 2002—-03. In
2004-05 it was decreased further to 53.2 and continues at that level in 2005-06. Funding above
49:1000 is defined as an enhancement to basic education funding. State funding for Grades 4-12
continues at 46:1000.

Support for professional development of educators was provided beginning in 1993 with the
creation of SLIGs. These grants provided training time for educators to understand and implement
education reforms. This funding has evolved over time. In 1999, student learning improvement
allocations were replaced with funding for three “learning improvement (LID) days” added to the
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180-day school year for certificated instructional staff. In 2002-03, and continuing in 2003-04, the
three LID days were reduced to two. The LID days are to be used for professional development
aimed at improving student achievement.

In 1999, a number of education reform duties were reassigned. The Commission on Student
Learning expired on June 30, 1999, and the Office of Superintendent of Public Instruction assumed
most of the commission’s responsibilities associated with education reform. The Legislature also
established the Academic Achievement and Accountability Commission to develop accountability
systems for students, schools, and school districts. In 2000, the commission produced
recommendations for rewarding successful schools and for intervening to help struggling schools.

In the 2000 session, a number of changes were made in the education reform related programs
funded in the budget, such as creation of the Better Schools program. Better Schools funding was
provided for reducing class size in Grades K—4 and providing additional classroom contact hours to
assist struggling students. Better Schools funding was also provided for additional staff professional
development for educators. The 2000 Legislature also funded competitive awards for a Reading
Corps and a Math Helping Corps. These programs assist students who do not perform well on the
reading and mathematics sections of the WASL.

In November 2000, Washington State voters approved Initiative 728 (1 — 728), the K-12 2000
Student Achievement Act. | — 728 dedicated a portion of the state property tax and state lottery
revenues to the Student Achievement Fund. School districts have discretion to use the funding for
any of six activities for improving student achievement including class size reduction, additional
class time for struggling students, and professional development for educators. For the 2005-06
school year, the state allocated $300.00 per FTE student to all school districts from the Student
Achievement Fund. See Chapter 5 Section Q. for specific funding information on | — 728.

In 2001, the Legislature delayed the assessment timeline of some WASL tests and expanded
several programs including the Math Helping Corps, Principal Leadership Development Program,
and the Teacher Assistance Program. Better Schools funding was transformed into an
enhancement to the state K—4 basic education funding formula.

In 2003, for the 2003-05 biennium budget, the Legislature increased focused assistance to school
improvement schools and expanded the National Board Certification Bonus for eligible teachers.

Education reform remains a work in progress:

¢ One premise of education reform is that increased accountability for student achievement
should be accompanied by additional flexibility in the use of resources. Recent reauthorizations
of the federal Elementary and Secondary Education Act increased flexibility through such
programs as the Rural Education Achievement Flexibility Program and the Local Flexibility
Demonstration program for school districts. To date no significant progress has been made in
increasing fiscal flexibility for state funds.

o State assessments are now in place for students in the third, seventh and tenth grades. To
make assessment information more useful to policy-makers, systems are being designed and
implemented to track student achievement over time and relate student achievement data to
demographic, programmatic, and fiscal data.

e The task of redesigning curriculum and changing classroom teaching skills and lesson plans to
align to EALRSs is underway. New Grade Level Expectations (GLEs) provide coherence and
specificity to the EALRs and are available or are in development for reading, math, science,
and writing.
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E. KEY FEDERAL LAW

No Child Left Behind Act of 2001 (NCLB)

The No Child Left Behind Act of 2001 (NCLB) reauthorized the Elementary and Secondary
Education Act of 1965 (ESEA). The purpose of the reauthorized ESEA is to close the achievement
gap by giving all children the opportunity to obtain a high-quality education that will enable them to

meet challenging state academic achievement standards.

The new law represents the most sweeping changes to the ESEA since it was enacted. Its four
central themes are: accountability for results; flexibility and local control; parental information and
options; and an emphasis on teaching methods that have been proven to work.

NCLB expands the federal government’s role in elementary and secondary education, mandating
unprecedented national requirements.

Most notably, the federal government has now:

Set minimum qualifications for teachers in
all the nation’s public schools—whether or
not the schools receive federal funding.

Established a mandatory national
deadline—school year 2013—-14—by which
all public schools are expected to bring all
their children to a “proficient” achievement
level.

Required that states develop a single,
statewide accountability system for all
public school districts which tightens the
definition of adequate yearly progress
(AYP) by incorporating annual statewide
measurable objectives for improved
achievement by all students as well as
specific subgroups (e.g. economically
disadvantaged students, students from
major racial and ethnic groups, students
with disabilities, and limited English
proficient (LEP) students).

Required schools that do not meet state
benchmarks for two consecutive years be
identified as in need of improvement and
develop improvement plans incorporating
strategies from “scientifically based
research”. Schools receiving Title | funds
that continue to fall short of state
benchmarks are subject to increasingly
intensive interventions.

Required school districts to offer a choice

Key Events in Federal Education Reform

1964

Civil Rights Act required desegregation of
schools.

1965

Elementary and Secondary Education Act
(ESEA) provided first substantial aid for local
schools. Title |, by far the biggest ESEA
program, focused aid on high-poverty areas.

1975

Education of All Handicapped Children Act
(now the Individual with Disabilities Education
Act or IDEA) mandated access to education for
all children with disabilities.

1981

Education Consolidation and Improvement Act
(ECIA) reauthorized ESEA and block-granted
many programs. This began an era of budget
cuts for school funding. Title | was renamed as
Chapter 1.

1986

Congress added Infants and Toddlers with
Disabilities: Part H of IDEA that created a
mandatory early intervention program for
developmentally delayed infants and toddlers,
aged birth to 3, and their families.

1990

Education of All Handicapped Children Act
reauthorized as IDEA.

1994

ESEA reauthorized under Improving America’s
Schools Act (IASA) which broadened the
accountability system under Chapter 1. The
related Goals 2000: Education America Act set
national education goals and provided funds for
state standards and assessment systems.

1997

IDEA was amended, strengthening the basic
rights and protections of eligible students to
receive a free appropriate public education
(FAPE) and providing a new emphasis on
improving educational results.

2002

No Child Left Behind Act of 2001 (NCLB)
enacted, establishing minimum qualifications
for teachers and paraprofessionals and setting
the “proficient” goal by the end of school year
2013-14.

of public schools for all students attending Title | schools which are identified for school

improvement.

Mandated that school districts provide supplemental education services—a voucher-like
program of extra tutoring. Under the new law, supplemental education services must be
offered by Title | schools who do not meet AYP for a second time following initial identification

for improvement.
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Required districts to spend an amount equal to 20% of their Title | funds for transportation of
students who exercise a choice option or for supplemental education services, unless a lesser
amount is needed. (Note: These funds do not have to be taken from Title | allocations, but may
be provided from other allowable federal, state, local, or private sources.)

Expanded assessment requirements:

e Annual assessments in reading or language arts and mathematics in Grades 3-8, and at
least once in Grades 10-12, for all students by school year 2005-06.

e Assessments in science at least once in each of three grade spans (Grades 3-5, 6-9, and
10-12) by school year 2007-08.

e Annual assessments in English proficiency for all Limited English proficient (LEP) students
beginning in school year 2002—-03.

¢ Biennial state participation in National Assessment of Educational Progress (NAEP)
reading and math assessments for 4" and 8" graders beginning in school year 2002—-03
(provided the federal government bears the cost of administering this assessment).

Required state and school district report cards to be published at the beginning of the school
year, starting with the fall of 2002.

Through NCLB, Congress continued all of the major overarching fiscal provisions of ESEA. These
include:

Supplement/Supplant-Under most U.S. Department of Education grants, states and school
districts may use federal funds only to supplement (increase) and not to supplant (replace)
state and local funds that would, in the absence of the federal funds, be made available for the
education of students.

Maintenance of Fiscal Effort—School districts may receive funds under most NCLB programs
only if they maintain their nonfederal spending for free public education (per student or in the
aggregate) at a level of at least 90% of the previous year from one year to the next.

Title | Schoolwide Programs—Eligible schools are able to use their Title I, Part A funds, in
combination with other federal, state, and local funds, in order to upgrade the entire
educational program of the school and to raise academic achievement for all students. To be
eligible as a Title | Schoolwide program, at least 40% (previously 50%) of the children enrolled
in the school or residing in the school attendance area for the initial year of the schoolwide
program must be from low-income families.

A table listing major NCLB programs awarded to Washington in school year 2005-06 is provided at
the end of this section.

Individuals with Disabilities Education Act Amendments of 1997 (IDEA)

The Individuals with Disabilities Education Act Amendments of 1997, signed into law on June 4,
1997, significantly improved the educational opportunities for children with disabilities who are
eligible for special education. IDEA 1997 focuses on teaching and learning, and establishes high
expectations for eligible students to achieve real educational results.

The purpose of IDEA 1997 is to:

Ensure that all eligible children have available to them a free appropriate public education
(FAPE) that emphasizes special education and related services to meet their unique needs
and prepare them for employment and independent living.

Ensure that the rights of eligible children and their parents are protected.

Assist states, localities, educational service agencies, and federal agencies to provide for the
education of all eligible children.

Assess and ensure the effectiveness of efforts to educate eligible children.
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IDEA 1997 changes the focus of education for eligible children from one that merely provides them
access to an education to one that improves results for all children in our education system. The
law provides a strong role for parents in educational planning and decision making on behalf of
their children. It focuses the student’s educational planning process on promoting meaningful
access to the general curriculum.

Like most of the U.S. Department of Education programs under NCLB, IDEA, Part B is subject to
non-supplanting requirements. In school fiscal year 2005-06, Washington State’s allocation for
IDEA, Part B-Grants to States was $181,398,105. In addition, the state’s IDEA, Part B Preschool
award for the same period was $7,077,431.
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Major Programs of the Elementary and Secondary Education Act
(As amended by the No Child Left Behind Act of 2001)
Overview and 2005 Funding Estimates

Title Name Purpose Amount
Title | Part A—Improving the Academic Aid for pupils in high-poverty $ 177,054,534
Achievement of the Disadvantaged schools
Part B—Student Reading Skills Reading programs, with a focus on 18,459,765
Improvement younger children
Part C—Migrant Education Program Education for migratory children 15,497,554
Part D—Neglected and Delinquent Education for children in institutions 658,459
for neglected & delinquent children
Part F—Comprehensive School Grants to foster whole-school 2,933,696
Reform Demonstration reform
Title 1l Part A—Preparing, Training & Recruiting | Teacher and principal training and 47,513,211
High Quality Teachers and Principals recruitment programs
Part B—Mathematics and Science Teacher professional development 2,617,608
Partnerships to increase student achievement in
Math and Science, particularly for
underrepresented populations
Part D—Enhancing Education Through Training teachers how to use 6,543,660
Technology technology in the classroom
Title Il Language Instruction for Limited-English Language instruction to foster 8,847,438
Proficient and Immigrant Students English fluency
Title IV Part A—21% Century Schools After-school programs 13,158,957
Part B—Safe and Drug Free Schools and | Anti-drug programs 7,100,097
Communities
Title V Part A—State and Local Innovative Flexible funding for a wide range of 3,896,444
Programs (block grant) school activities
Part B, Subpart 1—Public Charter Helps foster development of public Footnote 1
Schools charter schools
Title VI Part A, Subpart 1—Accountability Grants to states for assessment 7,884,026
development and related activities
Part B, Subpart 1—Small Rural School Direct grants for small, rural districts 1,913,995
Achievement Program
Part B, Subpart 2—Rural and Low Income | State grants for small, rural districts 825,384
Schools Program
Title VIl | Indian, Native Hawaiian and Alaska Direct grants for special programs 4,370,886
Native Education for Native Americans
Title VIII | Impact Aid Aid for school districts affected by 59,906,426
presence of federal land
Footnotes: 1. To be eligible for funds for charter schools, Washington State would need to pass legislation allowing charter
schools.
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F. WASHINGTON ADMINISTRATIVE CODE

The Washington Administrative Code (WAC) consists of the policies, rules, and regulations
adopted by agencies of the state in interpreting and carrying out state law. Changes to the WAC
(sometimes called “rules”) are adopted pursuant to the Administrative Procedures Act that requires
public notice and hearing for any proposed rule. Agency authority to adopt rules is given in state
law.

State Board of Education

The State Board of Education has the power and duty to “adopt rules to implement and
ensure compliance with the program requirements” of the Basic Education Act (RCW
28A.150.220[4]). These administrative rules are found in Title 180 WAC.

The State Board of Education (SBE) requires an annual review in October of each school district’s
kindergarten through twelfth grade program. The purpose is to determine compliance with the
statutory basic education requirements and any supplemental basic education requirements the
State Board may establish. Staff from the State Board of Education review each district’s report
and make recommendations to the SBE. The SBE annually certifies each school district as being in
compliance or noncompliance. Basic education support, in an amount established by the SBE, may
be permanently deducted for a school district certified as being in noncompliance unless the SBE
provides a waiver. (WAC 180-16-195.)

Statutory basic education requirements include minimum instructional hour offerings, students-to-
classroom teacher ratio, the 180-day minimum school year, and certificated staff having current
and valid certificates.

Superintendent of Public Instruction

The Superintendent of Public Instruction has “the power and duty to make such rules and
regulations as are necessary for the proper administration of’ laws authorizing reimbursement of
school district programs. (RCW 28A.150.290.) These administrative rules are found in Title 392
WAC.

The Superintendent of Public Instruction adopted chapter 392-121 WAC, which carries out laws
governing distribution of basic education support to school districts. Chapter 392-121 WAC defines
the following terms used in the basic education formula for distributing state moneys appropriated
by the Legislature: enrolled student, full-time equivalent student, certificated employee, basic
education certificated instructional employee, full-time equivalent basic education certificated
instructional staff, eligible credits, certificated years of experience, staff mix factor, and placement
on the LEAP salary allocation schedule. (See Chapter 5 Section A. for an explanation of the basic
education allocation formula.)

The Superintendent of Public Instruction adopted chapter 392-122 WAC, which implements laws
governing distribution of state moneys to school districts for programs other than basic education
apportionment and transportation allocations. Provided in this WAC are apportionment rules for the
special education program, state institutional education programs, the learning assistance
program, the transitional bilingual instruction program, and the state highly capable program.
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G. COURT DECISIONS AFFECTING EDUCATIONAL FUNDING

Doran Decision |

On January 14, 1977, Thurston County Superior Court issued a declaratory judgment by Judge
Doran, known as Doran Decision |, in the case of Seattle School District No. 1, et al., vs. State of
Washington, et al. It stated:

“... (1) the level of funding provided by the state ... was not fully sufficient ... to fund the basic
program of education offered by the district in accordance with state law;

“... (2) Under existing state law, the Legislature has established a general and uniform
system for the public schools ... but it has not (A) expressly defined basic education or
determined the substantive contents of a basic program of education to which the children of
this state are entitled in today’s society or (B) provided a method for the fully sufficient
funding of such education without reliance on special excess levies.”

In Doran Decision | the Seattle School District was successful in obtaining a judgment which in
effect said the state must make ample provision for the basic education program through a regular
and dependable tax source instead of a heavy reliance upon annual local special tax levies. The
court refused, however, to accept the district’s position to constitutionally define basic education
and a supportive funding formula. Instead, the court deferred to the Legislature, which, after the
Superior Court decision, adopted the “Washington Basic Education Act of 1977.”

This act defined the basic education program, established a revised funding formula, substantially
increased state funding, and limited the amount and purpose of special levies.

On September 28, 1978, the Washington State Supreme Court affirmed Judge Doran’s decision by
a 6-3 margin.

Later Legislatures made additional changes.

Doran Decision Il

Seattle School District and the other 25 petitioner school districts sought in Doran Decision Il a
judicial expansion of the Legislature’s definition of basic education and an order directing a

substantial increase in state funding. Later, the reduction of some $55 million in the original
1981-83 biennial budget for the common schools also became an issue.

On April 29, 1983, Thurston County Superior Court Judge Doran delivered an oral decision in the
case of Seattle School District No. 1, et al., vs. State of Washington, et al. that said in part:

“(1) The legislature’s constitutional duty to fully fund basic education includes not only
the program contained within the 1977 Basic Education Act, but also the following
supplemental programs which the legislature has statutorily mandated or statutorily
committed itself to funding: (a) special education programs for handicapped children;
(b) transitional bilingual education program; (c) the remediation assistance program;
and (d) a transportation program for ‘some’ children such as the handicapped and
children for whom transportation may be necessary due to their distance from school
or hazardous walking conditions.

“(2) The legislature is not constitutionally obligated to fund the following programs or
costs: (a) gifted education; (b) food services; (c) extracurricular activities; (d)
desegregation costs; (e) deferred maintenance costs; (f) costs (above and beyond
such special needs programs as bilingual education and remediation assistance)
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which are allegedly unique to large and urban districts; and (g) costs associated with
enrollment declines.

“(3) Once the legislature has established what it deems to be 100% funding for basic
education, that level may not be reduced (notwithstanding an economic crisis) unless the
amount appropriated was in fact in excess of 100% funding.

“(4) The relief granted is limited to a declaratory judgment; no orders directed to the
legislature will ensue; and no relief in the form of additional funding to make up for the
1981-83 biennial shortfalls in funding due to the inadequacy of the original appropriation and
reductions therein will be provided in connection with this particular case.”

Judge Doran found that the petitioners failed to establish that the foregoing in (2) above were
constitutionally necessary in order to provide students their constitutional entitlement to a basic
education.

The state preserved the Legislature’s prerogative to define basic education and establish the
funding level for basic education, and warded off the attempt to expand the required level of
common school funding. The schools also benefited; what the Legislature establishes in terms of
programs and funding levels are commitments upon which the Legislature may not renege.

Doran Decision Il

A full-cost special education program funding model was implemented in 1980-81 and later
modified. (Now an excess cost model is used; see Chapter 5 for additional information.) This model
provided funding to school districts based on a special education student’s educational delay, not
on a specific disability condition. The model also determined what portion of time the child spent in
the regular basic educational program, and these activities were funded as part of the basic
education program.

In 1988, Thurston County Superior Court issued a declaratory judgment by Judge Doran in the
case of Washington State Special Education Coalition vs. State of Washington, et al. The judgment
did not order the Legislature to take any particular action, upheld the formula approach to funding
special education, and upheld the formula itself. Although the court identified a shortcoming in the
formula funding approach, a need for some form of “safety net" to address any demonstrable under
funding, the court left it to the Legislature to consider and devise an appropriate remedy.

Five school districts and the special education coalition initiated this lawsuit several years earlier.
The five districts dropped out when the court did not grant summary judgment, but the coalition
continued the suit.

The suit focused narrowly and exclusively upon the state’s special education program funding
formula. Previous funding lawsuits, particularly Doran Decision Il decided by the Superior Court in
1983, established the principles upon which the coalition premised its case. Perhaps the two most
significant principles established by Doran Decision Il were that:

. The special education program the state is bound to fully fund is determined under current
statutes and regulations by the individualized education programs (IEPs) developed by
school districts for each child.

. The state must distribute funding in support of the program in a manner that is as close as
reasonably practical to the actual cost of providing the programs set forth in the IEPs.

These two principles could be read as suggesting that the special education program funding
formula must be designed to distribute funding based on the actual cost of each student’s IEP. The
special education program funding formula on the other hand was based on several assumptions.
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One of the basic formula assumptions was that the composition of each district’s special education
student population reflects statewide averages. In addition, the formula addressed only direct
special education program costs, not the indirect or overhead costs such as central office
administration. With this in mind, the coalition’s challenges boiled down to the following:

. The Severe Learning Disabled (SLD) “E” Component: First, the coalition mounted a narrowly
focused challenge to that element of the formula (the SLD “E” component) which distributed
a declining amount of additional funding for SLD student counts that exceeded 4 percent of a
school district’s total student enroliment.

The coalition argued that this formula treatment of SLD counts was not supported by either
fact or reason and discriminated against SLD students.

. Assumed Student Population Characteristics: Second, the coalition challenged the funding
formula as a whole in arguing against funding based on statewide average of students with
disabilities population characteristics (as distinguished from, for example, the actual
attributes of SLD students enrolled in each school district).

. Direct Cost Funding Only: Third, the coalition challenged the formula as a whole in arguing
that the formula was either intended to or must, in any case, fund both direct costs and
indirect or overhead costs. This latter challenge was premised upon the coalition’s
perception of the meaning of the statutory commitment (chapter 28A.155 RCW) to fund
special education “excess costs.”

The Superior Court issued a four-part decision as follows:

(i) First, the Superior Court refused to piecemeal the formula and invalidate the SLD “E”
component. Implicit in the court’s refusal was acceptance of the state’s demonstration that
no single formula component acts alone and that the formula components act as a whole to
generate a pool of funds. The state also provided factual and program-related evidence in
support of the practice of reducing the additional allocation per SLD student as a district’s
SLD population expands.

(i)  Second, the Superior Court refused to invalidate the formula method of generally providing
funding based in part upon statewide average of students with disabilities population
characteristics. Implicit in the court’s refusal is the court’s recognition that no particular
formula should be set in “constitutional concrete” and recognition of practical and public
policy considerations which the Legislature must be free to consider from time to time.

(iii)  Third, the Superior Court refused to hold that the special education program funding formula
must single-handedly fund both direct and indirect costs.

(iv)  Fourth, the Superior Court did conclude that:

. The current formula approach resulted in under funding some districts to an unknown
extent.

. If the current formula approach continued, some form of “safety net” means of
providing supplemental funding to districts in “need” must be devised and
implemented. The court went on to conclude that the burden was upon a district
claiming “need” to establish its need to the state’s satisfaction. The state must be
satisfied that a district requesting additional funding was operating a reasonably
efficient program, had properly prepared and formulated IEPs for students with
disabilities, and was otherwise making an effort to operate within the basic formula
funding provided.
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The judgment did not order that the Legislature take any particular action. With customary
deference to the Separation of Powers Doctrine and faith in the Legislature, the court simply stated
what it believed the general guidelines were as a matter of law and left it to the Legislature to
review the funding formula and consider any number of available options.

Since Doran Decision lll, the special education funding formula and the “safety net” have
been considered by the Legislature. In 1991, the Legislature directed the Superintendent of
Public Instruction to propose procedures and standards to meet funding needs beyond the
level provided by the current funding formula. The Superintendent of Public Instruction
reported back to the Legislature in January 1992.

In 1991, the Legislature developed a new formula for funding special education beginning
with the 1995-96 school year. Included with the formula is a safety net formula. These
formulas are described in Chapter 5.
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CHAPTER 2. EDUCATIONAL ORGANIZATIONS

The Washington public school system consists of the State Board of Education, the Office of
Superintendent of Public Instruction, Washington State Professional Educator Standards Board, and the
Washington State School Directors Association at the state level; educational service districts at the
regional level; and school districts at the local level. Outside of the public school system are private
schools, nonpublic agencies, education centers, and other state education agencies involved in
kindergarten through twelfth grade education.

A.

STATE BOARD OF EDUCATION

The State Board of Education is one of the oldest institutions of Washington State government. It
has operated continuously since 1877, when it was created by the Legislature of the Territory of
Washington. The Board has been reconstituted by the Legislature four times: 1897, 1909, 1947,
and 1992. With the passage of ESSB 5732 (Chapter 497, Laws of 2005) the Legislature once
again reconstituted the powers, duties, and membership of the State Board of Education. These
changes are effective January 1, 2005.

Under the revised standards the State Board of Education (SBG) is a policy body comprised of 16
statutory members. Seven members will represent the educational system and seven will be
gubernatorial appointees. The seven educational members include: five members elected by
school board members, two from eastern Washington and three from western Washington; the
Superintendent of Public Instruction; and one member elected from private schools. The final two
members will be students. The SBE will elect its own chair to two year terms, with a limit of two
terms. All members of the SBE, except for students, will be voting members.

The State Board of Education’s powers and duties are prescribed by law and relate primarily to the
establishment of rules, standards, and guidelines in areas such as school construction, approval of
school district minimum basic education requirements, school accreditation, minimum high school
graduation requirements, and approval of private schools. The revisions under ESSB 5732
removed from SBE the duties for educator preparation and certification previously held by the
Board.

SUPERINTENDENT OF PUBLIC INSTRUCTION

The Superintendent of Public Instruction is one of eight state officials whose offices are established
by the State Constitution. The Superintendent of Public Instruction is elected on a nonpartisan
basis every four years by the voters of the state.

The Superintendent of Public Instruction is an executive officer of state government charged in
Section 22 of Article Il of the State Constitution with the duty “to supervise all matters pertaining to
public schools, and . . . perform such specific duties as may be prescribed by law.”

The superintendent’s primary responsibilities are to:

. Gather and report school information to state and federal authorities, prepare specifically
requested reports each year, and provide other entities of state government (the Legislature,
Legislative Evaluation and Accountability Program, and the Office of Financial Management)
with information for policymaking and budget preparations as needed.

. Secure needed laws and appropriations from the state and federal governments and
implement those statutes enacted. About 150 bills affecting public schools are considered in
a typical session of the Washington State Legislature. About 20 percent of these are passed
into law each year and require implementation of new programs, policies, or procedures.
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Apportion and distribute moneys to local school districts and ESDs that amounted to $6
billion in the 2004—05 state fiscal year. Approve and monitor the nine ESDs and 296 local
school districts’ expenditure budgets. (For 2005-06, the ESD General Fund budgets total
$229.8 million and the local school districts have annual General Fund budgets totaling $8.3
billion.)

Administer, for the State Board, the state school construction assistance program, and other
grant programs ($617.4 million in the 2005-07 biennium), provide facilities services, and
assist local school districts with boundary issues.

Provide technical help in finance and curriculum matters to ESDs and school districts.
Monitoring and consultation is conducted in such areas as basic education, assessment,
curriculum development aligned with the essential academic learning requirements, special
needs programs for special student populations, and educational technology.

Issue certificates for teachers, support personnel, and administrators of the K—12 system.
Approximately 68,000 certificated employees were employed in public schools during the
2004-05 school year, excluding substitute teachers.

Act as ex officio member and chief executive officer of the State Board of Education.
Represent the interests and needs of education dealing with technology, environmental, arts,
and partnership issues by serving on various state boards including:

Board of Natural Resources, member

Workforce Training and Education Coordinating Board, member
Traffic Safety Commission, member

Family Policy Council, board member

Governor’s Council on School-to-Work, member

K—20 Educational Network Board, member

Professional Educator Standards Board, member
Washington Learns Steering Committee, member

K-12 Education Advisory Committee, chair

Commission on Children in Foster Care, member

Joint Task Force on Sex Offender Management, member

Besides powers and duties, the mission and goals of the Superintendent of Public Instruction are
as follows:

Mission

In collaboration with educators, students, families, local communities, business, labor, and
government, the Office of Superintendent of Public Instruction leads, supports, and oversees K—12
education, ensuring the success of all learners.

The four state learning goals, from the Basic Education Act of 1993, state that students are able to:

Read with comprehension, write with skill, and communicate effectively and responsibly in a
variety of ways and settings.

Know and apply the core concepts and principles of mathematics; social, physical, and life
sciences; civics and history; geography; arts; and health and fitness.

Think analytically, logically, and creatively, and to integrate experience and knowledge to
form reasoned judgments and solve problems.

Understand the importance of work and how performance, effort, and decisions directly
affect career and educational opportunities.
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Goals

. Goal 1
Each of Washington’s diverse students demonstrates high levels of achievement in the four
state learning goals and graduates from high school ready to implement a positive plan for
his or her future.

o Goal 2
Highly skilled, diverse educators support the academic success of every student.
. Goal 3

All schools, in partnership with students, families, and communities, provide safe, civil,
healthy, and engaging environments for learning.
o Goal 4
Sufficient state resources are provided for every student to succeed through an efficient,
equitable, and responsive K—-12 funding system that promotes innovation and rewards
results.
Goal 5
OSPI supports effective schools and student achievement through focused policies, sound
management, and excellent service to the education community.

C. ACADEMIC ACHIEVEMENT AND ACCOUNTABILITY COMMISSION

The 1999 Legislature established the Academic Achievement and Accountability Commission, also
known as the “A+ Commission,” to provide oversight of the state’s K—12 educational accountability
system. With the passage of ESSB 5732 by the Legislature (Chapter 497, Laws of 2005), the
Academic Achievement and Accountability (A+) Commission was dissolved and its duties
transferred to the State Board of Education. For information on the accountability work done by the
A+ Commission, contact the State Board of Education.

D. WASHINGTON STATE PROFESSIONAL EDUCATOR STANDARDS BOARD

The Professional Educator Standards Board (PESB) is comprised of the Superintendent of Public
Instruction and twenty members appointed by the Governor for four-year terms. The composition of
this membership is: four public school teachers, one private school teacher, three who represent
higher education educator preparation programs, four school administrators, two educational staff
associates, one public school instructional paraprofessional, one parent, and one citizen. The
Superintendent of Public Instruction is an ex officio, non-voting member.

The purpose of the PESB is to establish policies and requirements for: the preparation and
certification of educators that provide standards for competency in professional knowledge and
practice in the areas of certification; a foundation of skills, knowledge and attitudes necessary to
help students with diverse needs, abilities, cultural experiences, and learning styles to meet or
exceed the four state learning goals.

With the passage of ESSB 5732 by the Legislature (Chapter 497, Laws of 2005), all statutory
authority previously held by SBE pertaining to educator preparation and certification transfers to the
PESB effective January 1, 2006. The PESB retains all previous statutory authority for alternative
routes to certification and educator assessments.
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E. WASHINGTON STATE SCHOOL DIRECTORS’ ASSOCIATION

The Washington State School Directors’ Association (WSSDA) is comprised of all 1,482 school
board members from Washington State’s 296 public school districts. Founded in 1922, WSSDA is
authorized by the State Legislature to be self-governed and self-funded through a president and
board of directors elected from school boards from throughout the state. WSSDA’s core mission is
focused on promoting student learning by ensuring that school board members have the
knowledge, tools and services they need to effectively govern their districts and champion public
education. In pursuit of its mission, the association provides a wide array of materials and
educational services to its members, maintains multiple consultant resources to assist school
boards in their work, implements an active governmental relations program to communicate school
directors’ views to state education policymakers, and convenes a wide array of committee and
other meetings to ensure that the association is responsive to its members’ needs and direction.

F. EDUCATIONAL SERVICE DISTRICTS

Educational service districts (ESDs) are regional administrative units created by statute that
evolved from county superintendents. At present there are nine ESDs within the state. See Figure
1 for a map showing the boundaries of the ESD system.

Statutes regulating ESDs are in chapter 28A.310 RCW. The State Board of Education has
statutory authority relating to the number and boundaries of ESDs. Each ESD is governed by a
board of either seven or nine members, with each member representing a subdivision of the district
called a director district. The board members are elected by the school directors of each school
district within the ESD. At the ESD board’s option, the size of the board may be increased from
seven to nine members. Currently three ESDs have nine-member boards. Each ESD board has
the responsibility to hire a superintendent to manage its affairs

RCW 28A.310.010 defines ESDs as “regional agencies” which:

. “Provide cooperative and informational services to local school districts;

. Assist the superintendent of public instruction and the state board of education in the
performance of their respective statutory or constitutional duties; and

. Provide services to school districts . . . to assure equal educational opportunities.”

ESDs are not taxing districts and depend on the state, the federal government, and local school
districts for funding. The Superintendent of Public Instruction approves and monitors ESD budgets.
State aid from the State General Fund is appropriated by the Legislature to the Superintendent of
Public Instruction for allocation to ESDs based on a core services funding formula as defined in
RCW 28A.310.360. Federal aid is either allocated directly to the ESDs or through grants
administered by the Superintendent of Public Instruction. In 2004—-05 the revenue of the ESDs
totaled about $194.8 million. Of that amount, $40.7 million or 20.9 percent were state funds. (See
Figure 2.)

ESDs provide a wide range of services to school districts. Many of these services are provided
because, due to reasons of economy, the individual districts could not or would not be able to
provide them. Examples of these services include data processing, film libraries, and itinerant
special education staff activities. ESDs also provide some direct student service programs. Local
school districts reimburse ESDs for these services to the degree that they are not funded by state
or federal sources.
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Figure 1 — Educational Service Districts — Boundaries
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DISTRICT SCHOOL STUDENTS
EDUCATIONAL SERVICE DISTRICTS BY NUMBER OFFICE DISTRICTS SERVED
SERVED 2004-05
101 Educational Service District Spokane 59 89,340
105 Educational Service District Yakima 25 58,090
112 Educational Service District Vancouver 30 96,515
113 Educational Service District Olympia 45 71,381
114 Olympic Educational Service District Bremerton 15 52,055
121 Puget Sound Educational Service District Seattle 35 389,335
123 Educational Service District Walla Walla 23 59,576
171 North Central Educational Service District Wenatchee 29 40687
189 Northwest Educational Service District Mount Vernon 35 164,523
Total 296 1,021,502

Source: SPI Form P-105A, School Enroliment Report, October 2004.
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Educational Service Districts
Figure 2 — State Summary — General Expense Fund
Fiscal Year 2004-05

REVENUES
State $ 40,695,742
Federal 79,548,362
Cooperative Programs 37,555,375
Local 16,599,907
Payments for Other Sources 15,705,718
Investment Earnings 576,391
Total Revenues and Other Financing Sources $ 190,681,495
EXPENDITURES
Operations 19,258,469
Instructional Support 111,191,745
Non-instructional Support 44,377,489
Capital Outlay 4,214,685
Debt Service 5,851,415
Total Expenditures (Uses of Resources) $ 184,893,803
Other Financing Sources (Uses) 4,103,075
Excess of Revenues Over Resources Used 9,890,767
Fund Balance at September 1, 2004 $ 32,963,976
Correction of Prior Year(s) Errors 0
Fund Balance at August 31, 2003 $ 42,854,743
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G. SCHOOL DISTRICTS

School districts are the statutory delivery system for instruction of our children. RCW 28A.320.010
describes a school district as a corporate body that possesses all the usual powers of a public
corporation. The board of directors is elected by the citizens and serves four-year staggered terms.
The general powers and duties of the board of directors are prescribed by law, including the
requirements that the board shall:

“. .. be vested with the final responsibility for the setting of policies ensuring quality in the
content and extent of its educational program and that such program provide students with
the opportunity to achieve those skills which are generally recognized as requisite to
learning.” (RCW 28A.150.230) and

“Enforce the rules prescribed by the superintendent of public instruction and the state board
of education for the government of schools, pupils, and certificated employees.” (RCW
28A.600.010)

The board of directors is empowered to make regulations which are not inconsistent with laws or
rules and regulations of the Superintendent of Public Instruction or the State Board of Education
(RCW 28A.320.040).

Districts are governed by five elected school board members, except for Seattle School District,
which has seven.

School districts are managed by a district superintendent who is responsible to the board of
directors for carrying out district policy, administering the operation of the district and schools,
supervising district personnel, and advising the board of directors on all educational matters for the
welfare and interest of the students.

Other district personnel include certificated administrative personnel such as principals; certificated
instructional personnel such as teachers; educational staff associates such as counselors,
librarians, school nurses, and psychologists; and classified personnel such as clerks, custodians,
bus drivers, and food service workers.

There were 296 local school districts in the 2004—05 school year. They enrolled 1,021,502 students
in October 2004.

Superintendent’s Duties

In addition to duties prescribed by the district school board, a superintendent has duties required
by statute (RCW 28A.400.030). They are as follows:

. Attend all meetings of the board of directors and ensure that minutes of the meetings are
kept.
. Keep records and reports in a form as required by the district board of directors, laws, rules,

or regulations of higher administrative agencies. These records and reports must be turned
over to a successor.

. Keep accurate and detailed accounts of all receipts and expenditures of school money.
At each annual school board meeting the superintendent must present his record book
of board proceedings for public inspection and make a statement of the financial
condition of the district. The record book must always be open for public inspection.
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. Give notice of all annual or special elections required by law; also give notice of the regular
and special meetings of the board of directors.

. Sign all orders for warrants ordered to be issued by the board of directors.

. Carry out all orders of the board of directors made at any regular or special meeting.
District Classification

Local school districts are of two classes:

. First Class District—Normally any district having a student enrollment of 2,000 pupils or
more. There were 103 first class districts in 2004—05. They served approximately 88 percent
of all public school students. First class districts range in size from 46,746 pupils (Seattle) to
1,937 pupils (Elma).

. Second Class District—Normally all districts having a student enroliment of fewer than
2,000 pupils. There were 193 second class districts in 2004—-05. They served 12 percent of
public school students. Second class districts range in size from 2,354 pupils (Quincy) to 8
pupils (Star).

High and Nonhigh School Districts
School districts are also either high school districts or nonhigh school districts:

. High School Districts—There were 249 high school districts in 2004—05 serving 997,599
students or 99 percent of the total public school students. High school districts must accept
students of nonhigh school districts who elect to attend the high school program provided.
High school districts may be either first or second class.

. Nonhigh School Districts—Nonhigh districts do not offer the particular K-12 grade for
which a student in their district is eligible to enroll. Usually nonhigh districts do not have a
high school program. There were 47 nonhigh school districts in 2004—05 serving 8,254
students or 1 percent of the total public school students. Nonhigh school districts are
typically second class districts because their enroliments are typically less than 2,000.

School Buildings

School districts’ organizational patterns may vary. Some districts have grades separated into
individual elementary and secondary schools, such as K-8 and 9-12; K-6, 7-8 and 9-12; or K—12.
The organizational choice may depend on the educational program offered, the capacity of existing
school facilities, or the ages of students present in the district. (See Figure 3.)

H. PRIVATE SCHOOLS

Private schools submit State Standards Certificate of Compliance Form SPI 618A as part of their
initial approval process. The Superintendent’s designee reviews the certificates and makes
recommendations for approval to the State Board of Education at regularly scheduled meetings in
August and October. Once a school is approved, their approval is reviewed annually when the
school submits Form SPI 618B.

The requirements for approval of a private school are established by statute (chapter 28A.195
RCW) and include a minimum total program hour offering for students; Washington State
certification of classroom teachers (except for teachers of religion or persons of unusual
competence as defined in WAC 180-90-125); and meeting local fire, health, and safety building
standards.
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Private schools may be profit or nonprofit, parochial, or independent. As of October 2004 there
were 449 approved private schools enrolling 77,496 pupils. (See Figure 4.) Private school
enroliment constituted 7.15 percent of students enrolled in both public and private schools. See
Chapter 12, Figure 31 for historical trends in private school enroliments.

L NONPUBLIC AGENCIES

If a student’s special education needs cannot be met by a local school district, then the district may
contract with a nonpublic agency (NPA) for special education and related services; provided, that
the school district establishes it cannot provide an appropriate education for the student with
disabilities within the district or another school district. School districts are responsible to provide a
free appropriate public education (FAPE) program. Nonpublic agencies must adhere to the same
legal requirements as school districts, therefore offering students, for whom they may be
contracted to serve, the same rights and protections they are afforded in their local school district.

Furthermore, a district may not contract with a NPA until such time as the NPA has received State
Board of Education (SBE) approval. This process involves completion of an application, with
technical assistance and on-site validation provided by the local education agency (LEA) that will
contract with the NPA. When the application packet is completed, it is forwarded to Special
Education at OSPI for a second tier review. Upon completion of this review, a recommendation for
approval or disapproval is forwarded to the SBE for consideration. Following SBE action, OSPI
Special Education notifies the applicant of the outcome. SBE approval is for three years, with
annual updates required. A current NPA list can be found at the Special Education Web site at:
http://www.k12.wa.us/specialed/.
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Figure 3 — Washington Public Schools

As of October 2004 the 296 operating school districts in Washington State reported a total of
1,021,502 pupils enrolled in public schools. The following chart breaks this reporting down by
county and grade level.

Elementary Middle Schools High Schools
County Preschools*  Schools (K-5) 6-8 (9-12) Grand Total
Adams 23 1,818 943 1,064 3,848
Asotin 38 1,395 810 1,114 3,357
Benton 200 12,784 7,143 9,929 30,056
Chelan 147 5,620 2,996 4111 12,874
Clallam 160 3,966 2,300 3,507 9,933
Clark 447 32,984 16,939 22,802 73,172
Columbia 9 263 141 161 574
Cowlitz 205 7,511 4,384 5,811 17,911
Douglas 53 2,949 1,584 2,130 6,716
Ferry 1 488 274 353 1,116
Franklin 159 6,501 2,965 3,538 13,163
Garfield 2 144 100 157 403
Grant 302 8,035 3,958 5,129 17,424
Grays Harbor 164 5,031 2,830 4,190 12,215
Island 126 4,015 2,217 3,047 9,405
Jefferson 84 1,225 817 1,193 3,319
King 2,826 112,214 59,434 81,001 255,475
Kitsap 263 17,081 9,707 13,638 40,689
Kittitas 74 2,074 1,124 1,534 4,806
Klickitat 10 1,409 799 1,147 3,365
Lewis 52 5,257 2,873 4,288 12,470
Lincoln 9 921 497 661 2,088
Mason 120 3,434 1,958 2,754 8,266
Okanogan 263 2,834 1,614 2,195 6,906
Pacific 14 1,236 717 1,201 3,168
Pend Oreille 27 744 455 616 1,842
Pierce 2,414 56,302 30,713 40,182 129,611
San Juan 7 719 412 627 1,765
Skagit 270 8,445 4,459 5,991 19,165
Skamania 17 563 256 421 1,257
Snohomish 1,487 46,538 25,656 33,592 107,273
Spokane 551 31,054 17,174 23,889 72,668
Stevens 84 2,626 1,480 2,091 6,281
Thurston 395 16,205 9,014 13,562 39,176
Wahkiakum - 204 120 177 501
Walla Walla 17 3,895 2,096 2,839 8,847
Whatcom 262 11,318 6,418 8,917 26,915
Whitman 94 1,985 1,096 1,498 4,673
Yakima 563 22,729 11,598 13,919 48,809
Grand Total 11,939 444,516 240,071 324,976 1,021,502

Source: SPI Form P-105A, School Enrollment Report, October 2004.

*Preschool numbers primarily represent preschool Special Education students served in the school districts.
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Figure 4 — Washington Private Schools

As of October 2004 the approved Private Schools operating in Washington State reported a
total of 77,496 pupils enrolled in private schools. The following chart breaks this reporting
down by county and grade level.

Elementary Middle High Schools

County Name Preschools Schools (K-5) Schools (6-8) (9-12) Grand Total
Adams 2 30 13 8 53
Asotin 34 96 17 - 147
Benton 180 948 446 120 1,694
Chelan 97 329 83 56 565
Clallam 85 228 88 30 431
Clark 191 1,534 521 217 2,463
Columbia 4 11 - - 15
Cowlitz 91 455 162 74 782
Douglas - - - - -
Ferry - - - - -
Franklin 60 262 85 134 541
Garfield - - - - -
Grant 65 183 63 77 388
Grays Harbor 39 69 37 - 145
Island 97 223 78 - 398
Jefferson 4 84 13 - 101
King 3,900 15,695 7,982 9,511 37,088
Kitsap 401 1,017 437 264 2,119
Kittitas - 52 26 - 78
Klickitat - - - - -
Lewis 62 291 102 22 477
Lincoln - 66 36 26 128
Mason 19 95 32 - 146
Okanogan - 28 20 1 49
Pacific - - - - -
Pend Oreille - - - - -
Pierce 807 4,267 2,014 2,333 9,421
San Juan - 39 56 71 166
Skagit 69 389 193 132 783
Skamania - - - - -
Snohomish 786 2,659 1,070 649 5,164
Spokane 675 2,781 1,344 1,373 6,173
Stevens - - - - -
Thurston 183 1,025 478 214 1,900
Wahkiakum - - - - -
Walla Walla 56 475 256 438 1,225
Whatcom 316 1,327 569 440 2,652
Whitman - 100 58 22 180
Yakima 167 934 435 488 2,024
Grand Total 8,390 35,692 16,714 16,700 77,496

Source: SPI Form P-105B, School Enrollment Report, October 2004.
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J. EDUCATION CENTERS

Education centers (formerly called educational clinics) are special-purpose programs for public
school dropouts. They were created by the Legislature to address the skill, knowledge, and
behavioral problems that prevent students from becoming productive members of society. They
follow an individualized procedure of diagnosis, prescription, and treatment through evaluation and
remediation of educational deficiencies.

An education center is a private educational institution certified by the State Board of Education.
The center must employ a clinical, client-centered approach and be devoted to:

. Teaching the basic academic skills including specific attention to improvement of student
motivation for achieving.

. Employment orientation (RCW 28A.205.010).

An education center is certified up to three years and reports annually any changes in its operation
to OSPI. In 2005-06, there were 11 education centers operating programs across the state.

K. HOME-BASED INSTRUCTION

In 1985 the Legislature authorized home-based instruction. A parent may provide home-based
instruction to his or her child only. The parent is expected to meet certain qualifications or be
supervised by a certificated person. The parent has the duty to:

(1) File annually a signed declaration of intent with the superintendent of the local school district.

(2) Ensure that test scores or annual academic progress assessments and immunization records
and other instructional records are forwarded to any school to which the child transfers.

(3) Ensure that a standardized achievement test approved by the State Board of Education is
administered annually by a qualified individual or that an annual assessment of the student’s
progress is prepared by a certificated person.

In 2004-05 there were 16,463 students in home-based instruction.
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CHAPTER 3. FINANCIAL MANAGEMENT FUNDAMENTALS

Responsibility for financial management of each school district rests with the local school board and the
superintendent they retain to manage the operations of the school district. However, the district’s financial
management is regulated by state law and supervised by the Superintendent of Public Instruction. School
districts must follow uniform guidelines for budgeting, accounting, and financial reporting practices. These
guidelines ensure consistent and comparable data for each of the state’s school districts. The
Washington State Auditor audits school district financial records for compliance with laws and regulations,
general accounting practices, and adequate internal controls.

A. THE BUDGET PROCESS

Each school district develops and adopts its own budget prior to the beginning of each school year.
The budget process is governed by state law (chapter 28A.505 RCW), regulations (chapter 392-
123 WAC), and instructions provided by the Superintendent of Public Instruction. Budgets are
prepared on forms prescribed by the Superintendent of Public Instruction. These include Form
F-203C, Estimate for State Revenues, and Form F-195, School District Budget Document. These
forms are prepared in accordance with the following time schedule as set forth in chapter 28A.505

RCW:
Final Date
for Action First Class Districts Second Class Districts
July 10 Final date to prepare budget. Final date to prepare budget.
Final date to have copies of budget Final date to have copies of budget
available to public. available to public.
Final date to forward budget to Final date to forward budget to
educational service district for educational service district for
review and comment. review and comment.
Aug. 1 Final date for adoption of budget.
Aug. 3 Final date to forward adopted budget to
educational service district for review,
alteration, and approval.
Aug. 31 Final date for adoption of budget. Final date for budget review
committee to approve budget.
Sept. 3 Final date for filing adopted budget
with educational service district.
Sept. 10 Final date for ESD to file with OSPI. Final date for OSPI to return a

copy of the approved budget to the
local school district.

Second class districts’ budgets are required by law to be approved by a budget review committee. This

committee consists of an educational service district representative, a representative of the local school
district, and a representative of the Superintendent of Public Instruction. First class districts’ budgets are
required by law to be filed with the Superintendent of Public Instruction.
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B. GENERAL ACCOUNTING PRACTICES

The Accounting Manual for Public School Districts in the State of Washington prescribes
uniform accounting practices for school districts. The accounting manual was developed by
the School District Accounting Advisory Committee under joint direction of the Office of
Superintendent of Public Instruction and the State Auditor’s Office.

The manual provides for a basic double-entry modified accrual system of accounting. Under this
basis, revenues are recognized in the accounting period in which they become available and
measurable. School districts with an average full-time equivalent enroliment of fewer than 1,000
pupils for the preceding fiscal year may use a cash basis system of accounting for revenues and
expenditures.

The manual establishes basic minimum accounting principles and procedures necessary for school
district reporting. It is intended that school districts maintain detailed revenue and expenditure
accounts as well as provide required periodic reports. Reporting from school districts provides
detail of revenues and expenditures to supplement the county treasurers’ reports.

The accounting system described in the accounting manual is organized and operated on a fund
basis. Funds that school districts may use are those established in law. They are:

General Fund

Associated Student Body Fund (a Special Revenue Fund)
Debt Service Fund

Capital Projects Fund

Transportation Vehicle Fund (a Capital Projects Fund)
Trust and Agency Funds

Permanent Fund

C. FINANCIAL REPORTS
Annual Financial Reports
A set of annual fund financial statements presents all major funds. The set includes:

. Combined Balance Sheet.

. Combined Statement of Revenues, Expenditures, and Changes in Fund Balance.

. Budgetary Comparison Schedule—for each fund.

. Statement of Changes in Fiduciary Net Assets—Other Trust and Agency Funds.

Notes to the financial statements are essential to explain significant accounting policies and
circumstances that affect a district’s financial position and results of operations and are therefore
required for the financial statements.

Financial statements and reports are prepared by school district administration on a monthly basis

as required by WAC 392-123-110. The reports contain the most current information available at the
time of preparation. These financial reports provide the board of directors of the district with certain
financial information necessary for the proper financial management of the district.

Monthly Budget Status Report

The school district is required by WAC 392-123-115 to prepare a monthly budget status report for
each fund. Each member of the district board of directors is required to be provided a copy at the
board’s regular monthly meeting. The report contains the most current approved budget amounts
by summary level accounts and the fund balance at the beginning and end of the period being
analyzed. OSPI prescribes use of Form F-198 Budget Status Report.
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As part of the budget status report, the administration is required to provide each member of the
board of directors with a brief written explanation of any significant deviations in revenue and
expenditure projections that may affect the financial status of the district.

Monthly Statement of Financial Condition

The school district administration is required by WAC 392-123-120 to provide the board of directors
with a monthly statement of financial condition. The statement of financial condition is a balance
sheet showing the assets, liabilities, reserves, and equities for each fund type and account group.

Monthly Personnel Budget Status Report

Each school district is required to maintain the capability to prepare a monthly personnel status
report according to WAC 392-123-125. This report displays the combined responsibilities of the
district’s administrative staff for personnel management and budget control and shows the status of
expenditures and commitments for salaries and wages. The report also shows the number of
certificated and classified positions planned in the budget and the amount of funds budgeted for
those positions summarized by program and responsibility area. The number of positions filled and
the amount of funds expended and encumbered in support of these positions are also shown in a
manner that can be compared with budget. Any significant variance between budgeted positions
and actual should be explained.

A district’s board of directors may use the personnel status report with a monthly budget status
report and the statement of financial condition to manage the financial position of the district.

D. SCHOOL DISTRICT CASH FLOW

Several agencies must be included in any discussion of school district cash flows and
related reports. The school district, county treasurer, educational service district,
Superintendent of Public Instruction, and state treasurer all play a part in the process.

The county treasurer acts as banker for each school district within the county. All school district
revenue and expenditure moneys are deposited with and released by the county treasurer.

The school district may have revenues from federal, state, and local sources. Monthly, the
Superintendent of Public Instruction authorizes state and federal moneys to be electronically
transmitted by the state treasurer to the county treasurer. Other federal moneys may be transmitted
directly to the school district by federal authorities. Local taxes are collected directly by the county
for the school districts. Other moneys, such as school lunch receipts, are collected by the school
district and deposited with the county treasurer.

Many districts experience significant variations in their cash reserve depending upon the month of
the year. The table below summarizes the flow of cash into the school district General Fund.
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Sources Type Of Revenue Transferred or Transactions Occur
Deposited
Superintendent of Public | State revenues; Monthly according to
Instruction Federal revenues passing through SPI | apportionment schedule
Federal agencies Federal revenues Various times according to
agency schedule
Local tax payers Property taxes Daily, with bulk of payments
occurring in the months of
April and October
Local school district School lunch receipts; Receipts deposited daily
ASB activity receipts, etc.

Expenditure warrants are authorized by the school district board of directors and paid from
available funds held by the county treasurer.

School districts and county treasurers are required by law to prepare various forms and reports
(RCW 28A.510.270 and RCW 28A.400.030). Other forms and reports are required of districts by
OSPI.

Monthly Reporting by OSPI

At the end of the month OSPI calculates state funding for the school districts and prepares several
reports for each school district.

Report 1191 Basic Education Allocation

Report 1191E Enrollment and Staff Units Used in the Basic Education Allocation
Report 1191FS  School Food Services Allocation

Report 1191SA  Student Achievement Allocation

Report 1191SE  Special Education Allocation

Report 1191SN  Learning Assistance, Bilingual, and Highly Capable Allocation
Report 1191TRN Transportation Operations and Depreciation Allocations

Report 1197 Monthly Apportionment by Account

Report 1220 Special Education Allocation

Three other reports are prepared as part of the monthly calculations. The first is sent to the ESD,
the second to the county treasurer, and the third to the state treasurer.

Report 1195 Summary of Monthly Apportionment for All Districts in the ESD
Report 1196 Monthly Apportionment for All Districts in the County
Report 1198 Monthly Apportionment by County

The state treasurer uses Report 1198 as authorization to transmit moneys to the county treasurer.
The county treasurer uses Report 1196 to reconcile moneys received from the state treasurer with
individual school district funds. The school district then reconciles its records with the county

treasurer’s.

Payments to school districts are made monthly on a school fiscal year basis, September
through August. Initially based on estimates, the formula amounts are adjusted during the
year to reflect actual enroliments, staff mix factors and, in the case of basic education,
certain local revenues. The payment schedule is as follows:

Office of Superintendent of Public Instruction 40

State of Washington



Organization and Financing of Schools Funding for Maintenance and Operations of Schools

Payment Payment
Month Percent Month Percent
September 9.0 March 9.0
October 9.0 April 9.0
November 5.5 May 5.5
December 9.0 June 6.0
January 9.0 July 10.0
February 9.0 August 10.0

Total: 100.0%

Monthly Reporting by County Treasurers

The county treasurer prepares and submits to each school district superintendent in the county a
written report (RCW 28A.510.270 and WAC 392-123-132) of the state of district finances as of the
last day of the preceding month. The report F-197 County Treasurers Report must:

. Be certified by the county auditor.

. Contain the cash balance on the first of the preceding month; the receipts during the month;
warrants paid during the month, including any interest; the number of warrants issued and
not paid; and the cash balance as of the end of the month.

After each monthly settlement with the county commissioners, the county treasurer submits a
statement of all canceled district warrants to the school district superintendent. The statement is
verified by the county auditor. The canceled warrants of each district must be preserved separately
and be open to inspection by the school district superintendent or by any authorized accountant of
the district.

Monthly Reporting by School Districts

The school district reports to OSPI enroliments as of the fourth school day of September and first
school day of each month, October through May. Enrollment is the major component in
determining state funding to the school district.

The school district must keep accurate and detailed accounts of all receipts and expenditures of
school district money. The records must always be open for public inspection.

The school district reconciles ending net cash and investments, revenues, and expenditures
reported by the county treasurer with district records for all funds. Any differences are noted and
adjustments to school district records are made if necessary.

Monthly financial statements and reports are prepared by school district administration on a
monthly basis as discussed in Section C. of this chapter.

Year-End Reporting by School Districts

At the end of the year, the school district submits to OSPI Form SPI F-196, Annual Financial
Statement for School Districts (also discussed in Section C. of this chapter). These data are used
in many calculations, one of which is the recapture of unspent state categorical funding.

Year-End Reporting by OSPI

In January of the following school year, state funding is recalculated using final enroliment, final
staff data, final revenue, and final expenditure data for the prior school year. Any adjustments are
treated as prior year adjustments.
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E. SCHOOL DISTRICT AUDITS

School district financial records are audited by the State Auditor’s Office. Large school districts are
audited annually. The districts may be audited on a cyclical basis depending on a number of
factors including, but not limited to size, risk, financial data, previous audit cycle, etc. The audit
examines school district records for compliance with federal and state laws and regulations,
general accounting practices, and adequate internal controls. The audit also encompasses areas
affecting state funding such as student enrollment (including basic, vocational, bilingual, special
education, etc.), transportation ridership, and staff mix. Errors discovered as a result of an audit
may require revised reports and/or adjustments to state or federal funding, and may result in
recovery and/or payment to the district
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SECTION Il. FUNDING FOR MAINTENANCE AND OPERATIONS OF SCHOOLS

Chapter 4. Sources of State Support for Maintenance and Operations
Chapter 5. State Funding for Maintenance and Operations
Chapter 6. Local Funding for Maintenance and Operations

Chapter 7. Federal Funding for Maintenance and Operations

Maintenance and operations include all the normal, recurring operations of the
district such as instruction of students, maintenance of plant and facilities,
administration of the district, food services, and pupil transportation. In the 2004-05
school year, a combination of state, local, and federal revenues provided a total of
$7.7 billion dollars for school district maintenance and operations of the districts.

Maintenance and operations are accounted for in the school district’'s General Fund.
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CHAPTER 4. SOURCES OF STATE SUPPORT FOR MAINTENANCE AND OPERATIONS

In the 2004-05 school year 69.3 percent of school district General Fund (maintenance and operations)
revenues came from state government. The Legislature appropriates state moneys for schools from the
State General Fund. As shown in Figure 6, public schools make up 42.1 percent of all budgeted State
General Fund expenditures in the 2005-07 Biennium.

Taxes are the primary sources of State General Fund revenue. Figure 5 shows the State General Fund
revenues by source.

A.

RETAIL SALES TAX

Washington State’s chief revenue source is the retail sales tax. The state levies a tax of

6.5 percent on retail sales and rental of tangible personal property and the sale of many services,
such as cleaning, repair, construction, accommodations, and certain recreational activities. In the
2005-07 biennial budget, the retail sales tax provides 52.9 percent of State General Fund
revenues from state sources.

BUSINESS AND OCCUPATION TAX

The Business and Occupation Tax is a tax on the gross receipts of most businesses in the state of
Washington. The tax rate varies by class of business. The most significant tax rates are: 0.484
percent for manufacturing and wholesaling, 0.471 percent for retailing, and 1.5 percent for all
services. The Business and Occupation Tax is Washington’s second largest source of revenue
from within the state; it accounts for 18.7 percent of State General Fund revenues from state
sources in the 2005-07 biennial budget.

PROPERTY TAX

Property owners pay taxes to the state and to several local jurisdictions based on the
assessed value of their property. The taxes are paid to county treasurers who distribute the
moneys to the various jurisdictions. The state property tax levy proceeds are sent to the
state treasurer and are deposited in the State General Fund. The state property tax accounts
for 10.5 percent of State General Fund revenue from state sources in the 200507 biennial
budget.

(For a discussion of property taxes levied by school districts, see Chapter 6 Section A.)

The state property tax was revised January 1, 1975, as part of a total property tax limitation plan
enacted by constitutional amendment in November 1972. This amendment limited regular property
taxes to 1 percent of true and fair valuation ($10 per $1,000 true and fair valuation). Prior to this
change, the constitutional limit was 40 mills on an assessed valuation of 50 percent of true and fair
value, or an effective 2 percent levy limit.
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Figure 5 - State General Fund Revenues by Source

1995-97 Biennium through 200507 Biennium
(Dollars in Millions)

Source 1995-97 | 1997-99 | 1999-2001 | 2001-03 | 2003-05 | 2005-07
Retail Sales 8,542 9,610 10,904 11,014 11,945 13,166
Business and Occupation 3,300 3,604 3,773 3,789 4,171 4,644
Property Taxes 2,212 2,453 2,652 2,607 2,478 2,623
Use Tax 626 662 779 765 820 894
Real Estate Excise Tax 533 746 801 853 892 1,209
Public Utility 387 416 495 526 530 614
All Other 1,730 2,129 1,858 1,609 1,616 1,736
Total $17,330 | $ 19,620 $21,262 | $11,945 $22452 | $ 24,886

10.5%

7.0%

52.9%

200507 State General Fund Revenue by Source

0O Retail Sales (52.9%)

B Business and Occupation (18.7%)

0O Property Taxes (10.5%)

0O Use Tax (3.6%)

B Real Estate Excise Tax (4.9%)

@ Public Utility (2.5%)

m All Other (7.0%)

*Source: Legislative Budget Notes 2003-05 Biennium.

Note: Data for 2001—-03 and 2003-05 reflect the March 2003 Revenue Forecast (Cash Basis).
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(Dollars in Millions)

Figure 6 - State General Fund Expenditures by Functional Area
1995-97 Biennium through 2005 - 07 Biennium

Function 1995-97 | 1997-99 | 1999-01 | 2001-03 | 2003—-05 | 200507
Public Schools 8,335 8,824 9,447 9,872 10,139 10,915
Higher Education 1,969 2,207 2,543 2,733 2,708 2,900
Governmental Operations 587 586 760 728 669 741
Human Services 5,435 5,921 6,512 7,499 8,112 9,459
Natural Resources 224 259 317 336 336 367
Transportation 30 41 56 42 49 70
Special Appropriations 1,149 1,321 1,411 1,338 1,586 1,500
Total $ 17,729 | $ 19159 | $ 21,046 | $ 22548 | $ 23,599 | $§ 25,952
2003-05 State General Fund Expenditures by Area
5.8%
0.3%
1.4%
@ Public Schools (42.1%)
42.1% @ Higher Education (11.2%)
O Governmental Operations (2.9%)
36.4% O Human Services (36.4%)

m Natural Resources (1.4%)

O Transportation (.3%)

m Special Appropriations (5.8%)

2.9% 11.2%
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The following is a schedule of maximum statutory taxing district regular levy rates:

Tax Rates per $1,000
Incorporated  Unincorporated

Tax Authority Areas Areas
State $3.60 $3.60
Counties 1.80 1.80
County Roads - 2.25
Cities 3.60 -
Other 1.00 2.35
Total $10.00 $10.00

In 1972, a constitutional limit of 1.0 percent was adopted by the voters; this applies to all regular
levies (except port and PUD district levies). It states that the aggregate of such levies cannot
exceed 1.0 percent of the current market value of any individual property (real or personal). This
limit would equate to a regular levy rate of $10.00 per $1,000 of assessed value, if the property
were assessed at its true and fair value. Ratios are applied to bring values to true and fair or
market value.

During the 1980s property values began to slow from the fast pace of the previous decade. As
taxing districts raised rates in order to maintain levies, they began to come up against statutory
maximums. In 1987 the Legislature ranked taxing districts to provide for orderly proration of levy
rates and in 1988 removed the state levy from the possibility of proration.

The 1979 Legislature limited the growth of the state levy to 106 percent of the highest tax levy of
the three most recent years, exclusive of new construction. This change caused the growth in levy
yield to be reduced significantly from what would have been collected absent a 106 percent
limitation. This same 106 percent limitation has been in effect for regular levies of cities, counties,
and other taxing districts since 1974. School district excess tax levies are exempt because they are
approved by voters in dollar amounts.

During the early 1980s the state levy rate declined substantially below the statutory $3.60 rate
because of the 106 percent limit. Late in the decade, as a result of lower inflation in property
values, the school levy rate rose to its statutory maximum of $3.60. Recently, however, property
values have risen rapidly. Referendum 47 passed in 1997, limiting the growth of the state levy to
the rate of inflation as measured by the implicit price deflator. Because property values have grown
faster than inflation, Referendum 47 causes the state property tax rate to decline. In 2001, the
voters approved Initiative 747. |-747 further limited the growth in the state property tax levy to the
lesser of the rate of inflation or 1 percent. As a result, the state levy rate has declined further. The
resulting school levy rate for 2005 collections is $2.53 based on equalized assessed valuations.

The state property tax is equalized by countywide ratios determined by the Department of
Revenue for each tax assessment year. The ratios are the comparison of real estate sales
and appraisals to corresponding values on the assessor’s rolls and a comparison of the
value of personal property as determined by the Department of Revenue to the value of
personal property on the assessor’s rolls.

The percent of true and fair value to county assessed value for both real and personal
property is called the combined indicated ratio. For 2005 the combined indicated ratio
ranged from 79.0% for Whatcom County to 97.8% for Adams County. The statewide average
combined indicated ratio was 91.8%. Dividing the state tax rate of $2.53 by .918 yields
$2.76, which is the average state tax rate based on county-assessed valuations.

The county’s ratio is used to adjust the county levy rate to provide an equalized yield. For
example, if a county is determined to be assessed at 75 percent of true and fair value, the
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2005 levy rate of $2.53 would be adjusted to $3.37 by dividing by 0.75. If a county was
determined to be at 100 percent assessment level, the full $2.63 would be collected on the
assessor’s valuation. This approach provides that all taxpayers of the state pay their state
taxes on an equal basis regardless of the assessment practices of their county.

By statute, state property tax levies are designated as exclusively for the support of the
common schools, but the money goes to the State General Fund. However, state support of
schools is approximately 4.2 times the amount of state property tax. Therefore changes in
state property tax collections have no direct impact on state allocations to schools.

Initiative 728, passed in 2000, directed $140 per pupil of state property tax to be placed in
the Student Achievement Fund for calendar years 2001 through 2003. The Initiative directed
that this amount would increase in 2004 to $450 per pupil and be adjusted for inflation
thereafter. The 2003 Legislature revised the per pupil amounts of state property tax to be
placed in the Student Achievement Fund to $140 in 2003-04, $254 in 2004-05, $300 for
2005-06, $375 for 2006-07, $450 for 2007-08 and adjusted annually for inflation thereafter.

D. OTHER

There are approximately 18 other tax sources that support the State General Fund. Major sources
include the use tax, real estate excise tax, public utilities tax, cigarette tax, several taxes on
alcoholic beverages, and the insurance premiums tax.

In addition, the state receives revenue from nontax sources including licenses and fees,
college tuition, sales of property and state-owned timber, charges for services, net proceeds
of the lottery and excess liquor funds derived from the state’s price markup. Together the
other tax and nontax revenues represent 18 percent of the State General Fund revenues in
the 2005-07 biennial budget.
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CHAPTER 5. STATE FUNDING FOR MAINTENANCE AND OPERATIONS

State funding for public schools is determined by the Legislature in the biennial (two-year) operating
budget. State funding for school districts takes two basic forms: formula allocations and competitive
grants.

Formula allocations are based on student enroliments and other characteristics of each school district
and are paid on a predefined allocation schedule. All of the large state-funded programs (basic education,
special education, pupil transportation, etc.) are formula allocations. Most state formula allocations are
funded as entitlements. This means that a district’s funding rises or falls automatically when the district's
enrollment and other funding factors change. The Legislature provides an initial appropriation based on
estimates and provides additional funding in a supplemental budget if needed.

Competitive grants are numerous but usually of smaller amounts. Districts typically apply or compete for
the grants and receive reimbursement after they incur the expenses. The Legislature typically
appropriates a fixed amount, which is divided among qualifying districts. Most competitive grants are
funded in Education Reform or Statewide Programs.

State moneys are paid out to school districts by the Superintendent of Public Instruction based on the
language in the biennial operating budget. When needed, the Superintendent of Public Instruction adopts
rules defining exactly what districts must do to qualify and how allocations will be calculated. These rules
are codified in Title 392 of the Washington Administrative Code (WAC).

State funding makes up 70% of all school district operating (General Fund) revenues. The State
appropriations to K—12 education (excluding construction) for the 2005—-06 state fiscal year are
summarized below:

2005-06 State Fiscal Year Total Percent

(millions) of Total
Basic Education $4,243.1 75.15%
Special Education 466.8 8.27%
Student Achievement Fund 280.7 4.97%
Pupil Transportation 2449 4.34%
Local Effort Assistance (LEA) 174.5 3.09%
Learning Assistance Program (LAP) 76.6 1.36%
Bilingual Education 60.7 1.07%
Education Reform 431 .76%
Institutional Education 19.3 .34%
State Administration 12.9 .23%
State Office (OSPI) Statewide Programs 10.2 18%
Highly Capable (Gifted) 6.9 A12%
Educational Service Districts 3.7 .07%
Food Services 3.1 .05%
Total $5,646.5 100.00%

. Amounts shown are State appropriations for the 200506 state fiscal year from the 2005-07
Biennial Operating Appropriations Act (Part V, Education, Chapter 518, Laws of 2005, 2005 Regular
Session). Amounts shown above include salary and benefit increases for school district and ESD
staff.

. State Office (OSPI) Statewide programs — represents monies that flow through OSPI to school
districts, ESDs, and other educational entities.
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A.

BASIC EDUCATION

Washington was the first state in the nation except for Hawaii, a single school district state, to
assume the responsibility for a fully funded basic education program for its public school system.
Basic education is an entitlement in Washington State. The Basic Education Act defines the basic
education program in terms of a minimum program hour offering in the various grade levels (RCW
28A.150.220). In order to receive state basic education moneys, the school district’s basic
education program must be approved by the State Board of Education.

State funds, supplemented by certain school district resources, are distributed to school districts
through the basic education funding formula to equalize education opportunities throughout the
state. Washington’s formula is now intended to provide equalization in three major aspects:

. Program content, as evidenced in the Basic Education Act of 1977 as amended.

. The staffing and nonemployee allocations, as evidenced in the formula set forth in the
operating budget.

. The resources, at the prescribed level identified in the Basic Education Act and the
operating budget without dependence on local property tax levies.

The basic education funding formula, in brief, begins with student enroliment. School districts
report the number of full-time equivalent (FTE) students enrolled on the fourth school day of
September and the first school day of October through May. (An FTE student is one enrolled four
hours per day for Grades 1-3 and five hours per day for Grades 4-12.) These nine counts are
then averaged to obtain an annual average FTE (AAFTE) enrollment. This enroliment is multiplied
by various ratios to determine the number of allocated certificated instructional, certificated
administrative and classified staff units.

These staff units are then translated into dollars by multiplying the units by the district’s state-
recognized salary level for instructional, administrative, and classified staff. Salary increases,
benefits, and allocations for nonemployee-related costs and substitute teachers are then added
into the formula. Certificated units generated by vocational education enroliment receive additional
nonpersonnel cost allocations. Finally, several adjustments must be made before the allocation is
determined.

As of October 2005, the average basic education allocation per FTE student in the 2005-06
school year is $4,448. Each district’s allocation per student varies based on the formula
factors described below.

The state funding formula determines the state dollars allocated to each school district. Each
school district determines the actual number and type of staff it will employ with the dollars
generated by the formula. Salaries paid by school districts are also negotiated locally by the school
district and its employees. State law sets a maximum average salary for basic education
certificated instructional staff. State law also sets a minimum salary for a certificated instructional
employee with a bachelor’s degree and certificated instructional employee with a master’s degree.

The following sections describe steps in the basic education funding formula in more detail.
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a. Enrollment-Generated Staff Units
Each district’s basic education staff allocation is determined by using four basic elements.

i. A ratio of certificated instructional staff (CIS) units for each 1000 FTE pupils enrolled.
The ratios are:

. For Grades K-3:  minimum 49:1000  (20.4 pupils per staff)
. For Grade 4: minimum 46:1000  (21.7 pupils per staff)
. For Grades K-4: maximum 53.2:1000 (18.8 pupils per staff)
. For Grades 5-12 46:1000  (21.7 pupils per staff)

Districts may receive funding for Grades K—4 at a ratio of 53.2:1000 (18.8 pupils per staff) if they
demonstrate an actual ratio of 53.2:1000 or greater full-time basic education certificated
instructional staff. For any school district documenting a lower ratio, the funding ratio is based on
the district’s actual ratio achieved in 2005-06, or the minimum funding ratio, if greater. The
minimum funding ratio used in generating K—4 CIS staff units is calculated as follows:

Minimum Funding 2005-06 K—4 BEA CIS Ratio =
(Annual Average Grades K—-3 FTE times 49
Plus
Annual Average Grade 4 FTE times 46)
Divided by

Annual Average Grades K—4 FTE
For the purposes of this formula, basic education certificated instructional staff means certificated
teachers and certificated educational staff associates in the following programs as defined for
statewide school district accounting purposes: basic education, secondary vocational education,

skills centers, general instructional support, and general supportive services.

ii. A ratio of certificated administrative staff (CAS) units for Grades K-12 of 4:1000 (250
pupils per staff).

iii. A ratio of classified units for Grades K—12 of 16.67:1000 (60 pupils per staff).

iv. A nonemployee-related cost (NERC) allocation for each certificated unit generated
above.

The basic education allocation formula is for state apportionment and equalization purposes only
and does not mandate specific operational functions of school districts other than those identified
in:

. RCW 28A.150.220, Basic Education Act—Definitions—Program requirements—
Program accessibility—Rules and regulations.

. RCW 28A.150.100, Basic education certificated instructional staff—Definition—Ratio to
students “. . . In the 1988-89 school year and thereafter, each school district shall
maintain a ratio of at least forty-six basic education certificated instructional staff to one
thousand annual average full-time equivalent students.”

. RCW 28A.150.250, Annual basic education allocation of funds according to average
FTE student enroliment—Student/teacher ratio standard which requires that the ratio of
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students per classroom teacher in Grades K-3 be no greater than the ratio of students
per classroom teacher in Grade 4 and above.

. RCW 28A.400.200, Salaries and compensation for employees which set minimum
salaries and maximum average salaries for certificated instructional staff. (See Chapter
11 for additional information about salary policies.)
A district's FTE enroliment generates CIS and CAS units in accordance with the ratios in a.i. and
a.ii. above, per 1000 FTE enroliment. FTE enroliment is determined by calculating total FTE

enrollment and subtracting the FTE enroliment of vocational-secondary programs and skills center
programs and FTE enroliments for small school districts, remote and necessary (R&N) plants, and
small high schools. Calculation of certificated units for small school districts, remote and necessary
plants, and small high schools are described below.

Small Schools
For small school districts and remote and necessary plants with fewer than 25 FTE enroliment, the

formula ensures the provision of a minimum number of certificated staff units. These minimum
levels are as follows:

FTE
Program Enrollment Instructional Administrative
Level > To Staff Units Staff Units
K-6 0 5 1.76 0.24
K-8 0 5 1.68 0.32
K-6 5 25 1.76 + [(FTE - 5)/20] 0.24
K-8 5 25 1.68 + [(FTE - 5)/10] 0.32

For small school districts and remote and necessary plants with 25 or more FTE enrollment but not
more than 100 FTE in Grades K-8, the formula provides certificated staff units as follows:

FTE Minimum Minimum
Program Enroliment Instructional Administrative
Level Up to Staff Units Staff Units
K-6 60 2.76 0.24
7-8 20 0.92 0.08

For K—6 programs with FTE enroliment of more than 60 and 7—8 programs with FTE enroliment of
more than 20, staff units are calculated based on the regular ratio described above.

For nonhigh districts meeting the enrollment conditions described below, the formula provides an
additional 0.5 certificated instructional staff unit. The enroliment conditions and additional units are
provided as follows:

Additional
Program FTE Enrollment Instructional
Level Between Staff Units
K-8 70 and 180 FTE 0.5
K-6 or 1-6 50 and 180 FTE 0.5

For districts operating not more than two high schools having total Grades 9-12 FTE enroliment of
not more than 300 in each high school, the formula ensures a minimum number of certificated staff
units. This does not apply to alternative schools. The FTE enroliment used for determining eligibility
includes vocational FTE. Staff units are reduced at the rate of 46 certificated instructional staff units
and four certificated administrative staff units per 1000 vocational FTE. For districts meeting the
above criteria, the formulas for calculating certificated instructional and certificated administrative
staff units are as follows:
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R&N Plants with High School Students*

Instr. 4.5 -[Voc FTE X .046]

Admin. 0.25 - [Voc FTE X .004]

60 or less High School FTE

Instr. 9.0 - [Voc FTE X .046]

Admin. 0.5 - [Voc FTE X .004]

60 to 300 High School FTE

Instr. 9.0 + [(FTE - 60)/43.5 X .8732] - [Voc FTE X .046]
Admin. 0.5+ [(FTE - 60)/43.5 X .1268] - [Voc FTE X .004]

* For remote and necessary schools with Grades 9-12
students and total K-12 FTE enrollment 