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This document covers:

Operating budget overview & drivers
Operating budget calendar & process

Budget Reserves & Four-year budget Outlook requirement
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Appendix of operating budget information
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There are three different budgets totaling $193.8
billion for the 2025-27 biennium through the 2026

Supplemental budgets.
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Note: Near General Fund-Outlook (NGF-0O) is the
term used to describe the state funds subject to the

Other, four-year balanced operating budget requirement.
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What Does the State Purchase?

All Other, 4% Employee Salaries &

Goods & Services, 9% i
00ds & Services, 7% Benefits, 20%

Debt Service, 2%

Note: Most K-12
spending is displayed as
Grants, Benefits, and
Client Services since K-12
staff are not state
employees.

Grants, Benefits, &
Client Services, 65%

FY 2025 Spending By Object
Total Budgeted Omnibus Operating ($75.5 billion)
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Where Do State Employees Work?

K-12 Public Schools
<1%

Natural Resources, 6%

Transportation, 6%

Corrections, 7%

Higher Education

Gen Gov't/Other, 8%
45%

Other Human Services, 9%

Note: This slide captures both
omnibus operating FTEs and
FTEs funded in transportation
budget operating programs.
Capital FTEs are excluded.

Dept Children, Youth,
Families, 4%

DSHS, 13%

FY 2025 Actual FTEs

(Operating FTEs in Total Budgeted Funds: 135,444 FTEs)
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Over 90% of NGF-O in the Enacted 2026 Supplemental
Operating budget is within several major areas, primarily
education and health & human services.

All Other
7%

Department of Social
& Health Services
16%

Public Schools
42%

Corrections
4%

Higher Education
8%

Children, Youth, &
Families

7% Low-Income Health

Debt Service 12%
4%

Note: Low-Income Health includes all HCA programs, including community behavioral health.
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Some spending is mandatory and some is discretionary

Requirements With Constitutional Elements
K-12 Basic Ed
Debt Service

Some Pension Contribution Obligations

Some Level of Funding for Judicial, Legislative & Executive Offices
Some level of care in institutional and foster care programs*
Approved collective bargaining agreements & other contracts™**

Federal Statutory Requirements
* Since the state participates in Medicaid:
* Core populations & core services
* Other requirements (i.e. rate issues)
* TANF/Maintenance of Effort (MOE)
* Obligations if state participates in certain federal programs (i.e., admin costs for food stamps)

State Statutory and Other Requirements

» State-created statutory entitlements ***

* Funding that, if reduced, may increase entitlement costs
* Funding to avoid state liability in areas of responsibility
* Other Statutory Programs

Discretionary
* Programs without a statutory or case law requirement

Green rectangles are illustrative only and not to scale.
* Includes prisons, DCYF-JR facilities, state hospitals, DDA facilities, foster care, SCC, etc.
**  Contracts may be renegotiated. Also, some contracts have termination — and/or fiscal shortfall clauses that may be invoked, while others may include “tail” periods.

*** Can be changed by legislation.
- ___________________________________________0______@_@_@_@_@_@_@_@_@_@_0_0_0_0_0@/_"]
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The Near General Fund-Outlook (NGF-O) budget increased
by S56 billion over the past 26 years — a roughly 230%
change
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- 2025-27 Biennium (budgeted - thru the 2026 Supp)
- All other biennia = actuals
- Near General Fund (Outlook
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The NGF-O budget has grown by $56 billion since the 2001-03
biennium. Of that increase, 42% was in K12, 26% was in Social
Services, 10% was in Health Care, and 6% was in Higher Ed.

Distribution of the $56 billion Increase in the NGF-O Budget Since the
2001-03 biennium

All Other, 8%
Debt Service, 4%

DOC, 4%

DCYF, 9%
° K12, 42%

HCA, 10%

DSHS, 17% Higher Ed, 6%

Notes:
- 2025-27 ($80.2B) less 2001-03 (24.5B) = $56 B NGF-O Growth
- HCA, DSHS, DCYF = data has been recast for legislative changes
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Per Capita NGF-O Expenditures: FY 2002 to FY 2027
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Nominal Per Capita
Dollars

=== Real Per Capita (Using
IPD 2002 Dollars)

«esese Real Per Capita (Using
CPI 2002 Dollars)

Note: NGF-O includes funds subject to the Outlook. Data is adjusted for historical comparability. FY 2026-FY2027 reflects budgeted spending
levels. All prior years show actual spending. Economic measures (state population, IPD, Seattle CPI) are from the June 2026 forecast. FY 2002 is

the base year for inflation.
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Operating Budget
Calendar & Process




Operating Budget Calendar

2027-29 Biennium
1

[ |
July 1 —December 31 January 1-June 30 July 1 —December31 January 1-June 30 July 1 - December31 January 1- June 30
2026 2027 2027 2028 2028 2029

FY 2027 FY 2028 RY 2029
Agencies submit Agencies submit Agencies submit
budget requests budget requests budget requests
The Governor submits The Governor submits 2028 The Governor submits 2029-31
2027-29 biennial and 2027 supplemental budget proposal biennial and 2029 supplemental
supplemental budget budget proposals
proposals
2027 Session: Legislature anticipated 2028 Session: Legislature 2029 Session: Legislature anticipated
to adopt a 2027-29 biennial & 2027  pticipated to adopt a 2028 to adopt a 2029-31 biennial budget

supplemental budget. supplemental budget. & 2029 supplemental budget.
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WA’s Incremental Budget Structure

* WA utilizes an incremental budgeting structure

* Agencies request changes to existing funding levels in their budget requests

* The Governor and legislators consider changes to existing funding levels
during budget development
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Getting to the 2027-29 Budget Starting Point

$80.2 billion NGF-O “Carry forward”
l 2025 and 2026 Legislative budget decisions into the

next biennium.*

Take current appropriations and:
Continue ongoing appropriations and reductions.

Remove one-time appropriations and reductions.

Maintenance level adjustments:*

Entitlement programs - Caseload forecasts and ‘

per cap or formula driven costs.

Entitlement and non-entitlement programs -
MANDATORY cost increases or decreases.

2027-29 base or
maintenance level

*As a technical, objective process, legislative fiscal staff and OFM have been traditionally tasked with performing a very detailed analysis and review of these items. b d
**Caseload forecasts are prepared and adopted by the Caseload Forecast Council (using a collaborative process). u get

2025-27 Budget
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Policy Level Budget Decisions

Any changes to the existing base budget (which is the cost of
continuing ongoing services) are policy level decisions.

Creation of new programs
Enhancement of existing programs

Elimination of existing programs

Reduction of existing programs
Increases or decreases to resources (taxes, fees)
Other non-technical funding decisions

Remove one-time appropriations and reductions.

2027-29 base or Note: Vendor rate increases (other than some in managed care programs), employee
maintenance level health benefits, employee COLAs, collective bargaining agreements, and continuation of
multi-biennium information technology projects are always policy level items.
budget
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Budget Reserves & the
Four-Year Budget Outlook




What is the Four-Year Budget Outlook (Outlook)?

The Outlook is prepared to facilitate compliance with the four-year
balanced budget requirement for NGF-O accounts.

 The Outlook projects the impact of the current biennial budget into
the ensuing biennium.

* |Inthe Outlook biennium, the projected maintenance level cannot
exceed the available fiscal resources based on statutory methodology.

«  When employment growth of <1% is forecasted and the Legislature
appropriates from the BSA, the Outlook requirement is suspended for
the ensuing fiscal biennium.
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What are the available fiscal resources included
in official budget Outlooks?

* The beginning NGF-O fund balances.

* Estimated NGF-O revenues:
* Governor’s budget uses the official adopted November Forecast
* Legislative budget uses the official adopted February/March forecast
* 4.5% adjustment for the ensuing biennium (if applicable)
* Resource Adjustments for Governor Proposed/Enacted Budgets:
e Required transfers to the Budget Stabilization Account

e Other transfers to and from NGF-O accounts directed in the operating
budget or other legislation;

* Legislation that impacts NGF-O revenues, and

e Other adjustments (Prior Period, ACFR, and Budget Driven Revenue).
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What expenditures are included and excluded
in official budget Outlooks?

* Biennium being written/amended: NGF-O expenditures as appropriated in
proposed/enacted budgets

* Estimated costs for the next ensuing biennium include:
* Continuing costs/savings for ongoing programs and adjustments for 1-time items.
* Estimated growth of current entitlement programs.

* Actions required by law, including legislation with a future implementation date.

* Estimated costs for the next ensuing biennium do not include:

*  Costs of future legislation not yet proposed (Governor) /enacted (Legislature).

* Future changes to salaries and benefits unless required by statute.

* Collective bargaining agreements not yet submitted (Governor) / approved (Legislature).

* Costs of court rulings issued during or within fewer than 90 days before the legislative session.

* Future costs/savings not required by statute.

* Reversion Assumptions
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What reserves are reflected in the Outlook?

* Reserves are the projected ending cash balance after accounting
for beginning account balances; projected revenues and resource
changes; and projected expenditures.

* NGF-O and BSA ending balance comprise the state’s operating
reserves depicted on the Outlook.

* NGF-O reserves reflect amounts in NGF-O accounts only

* Budget Stabilization Account
e Serves as a “rainy day” account
* Mandatory transfers (1% and Extraordinary Revenue)
* Limitations on appropriations
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How often are Outlooks prepared?

* Official Outlooks and Outlook Methodology are required to be developed
by the Outlook Work group

* Presented for Approval to the Economic & Revenue Forecast Council
(ERFC)

* Governor’s proposed budget: Each January

* Enacted budget: 30 days after enactment
* Alternative outlooks prepared for ERFC members as requested

e Unofficial Outlooks
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2026 Session Enacted Outlook

Link to Official Enacted 2026 Session Outlook
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https://erfc.wa.gov/sites/default/files/2026-04/20260422_Enacted_Sup_BO_Adopted.pdf




Projected Biennial Reserve Levels
(2012 —2026)

(Dollars in Millions)

Budget WA Rescue Plan

Stabilization Transition Account
Session NGF-O Account(BSA) (WARPTA) Total Reserves
2012 $ 46 $ 265 $ - $ 311
2013 $ 58 $ 577 $ - $ 635
2014 $ 296 $ 583 $ - $ 879
2015 $ 343 $ 894 $ - $ 1,237
2016 $ 508 $ 701 $ - $ 1,209
2017 $ 925 $ 1,158 $ - $ 2,083
2018 $ 1,228 $ 1,139 $ - $ 2,367
2019 $ 372 $ 2,249 $ - $ 2,621
2020 $ 1,292 $ 1,979 $ - $ 3,271
2021 $ 789 $ 543 $ 1,000 $ 2,332
2022 $ 222 $ 609 $ 2,100 $ 2,931
2023 $ 1,362 $ 1,345 $ 798 $ 3,505
2024 $ 2,368 $ 1,329 $ - $ 3,697
2025 $ 80 $ 2,061 $ - $ 2,141
2026 $ 277 $ 1,031 $ - $ 1,308

Note: All figures above represent the “budget biennium” and not the “Outlook biennium.” The source of the data is the Legislative Budget Notes and reflects
projected reserves at the time each budget was adopted without subsequent supplemental budget adjustments.
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Resource Links

WA State Fiscal Information

o Budgets, Spending, and Revenue

o Staffing Data, Salary Information

o Statewide and School District Reporting

LEAP Website— Operating, Capital, & Transportation Budget Information

o Enacted and Proposed Budgets — Governor, House, and Senate

o Publications including the Legislative Budget Notes (LBNs)

Four-Year Budget Outlook (requirements, information, & methodology)

Revenue Forecasts from the Economic & Revenue Forecast Council (ERFC)

Caseload Forecasts from the Caseload Forecast Council (CFC)

Office of Financial Management (OFM)

o 2027-29 Budget Instructions to state agencies

Washington State Institute for Public Policy (WSIPP)
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https://fiscal.wa.gov/
https://fiscal.wa.gov/statebudgets/operatingbudgetmain
https://fiscal.wa.gov/statebudgets/capitalbudgetmain
https://fiscal.wa.gov/statebudgets/transportationbudgetmain
https://erfc.wa.gov/budget-outlook
https://erfc.wa.gov/budget-outlook
https://erfc.wa.gov/budget-outlook
https://erfc.wa.gov/forecasts/revenue-forecast
https://cfc.wa.gov/
https://ofm.wa.gov/budget
https://ofm.wa.gov/budget/state-budget-2027-29/instructions/
https://ofm.wa.gov/budget/state-budget-2027-29/instructions/
https://ofm.wa.gov/budget/state-budget-2027-29/instructions/
https://ofm.wa.gov/budget/state-budget-2027-29/instructions/
https://wsipp.wa.gov/

Commonly used budget terms

Appropriation. Legislative authorization for an agency or other governmental unit to make expenditures and incur obligations: (1) for specific purposes,
(2) from designated funding sources, and (3) during a specified time period.

Biennium. The 24-month period from July 1st to June 30th of odd-numbered years (i.e. 2027-29 Biennium).

Biennial Budget. Enacted during sessions that occur during odd years. Typically makes adjustments to appropriations for mandatory budget items, as
well as a broad array of policy choices.

Budget Outlook. By statute, the certain state funds in the operating budget must be balanced in the ensuing biennium in addition to the current
biennium. The budget Outlook is a tool that facilitates compliance with the four-year balanced budget requirement.

Budget Stabilization Account (BSA). Often referred to as the “Rainy Day Fund”. Deposit of general state revenue, and extraordinary revenue growth, are
required by statute. Expenditures from the account are limited by statute.

Capital Budget. Pays for the construction/renovation of state facilities (i.e. schools, prisons, state hospitals, parks)
Carryforward Level (CFL). Technical adjustment for items in a prior biennium (i.e. biennialize ongoing costs and remove one-time costs)

Debt Service. Interest and principle costs of facilities/services funded through general obligation bonds. Debt service on capital budget projects is paid for
in the operating budget.

Dedicated Fund. An account dedicated to a specific purpose or purposes.

Education Legacy Trust Account (ELTA). One of the state funds subject to the four-year balanced budget requirement. Revenue within the account may
be used for limited purposes - support of common schools, expanding access to higher education, and other educational improvements.

Fair Start for Kids Account (FSKA). One of the state funds subject to the four-year balanced budget requirement. Revenue within the account may be
used only for child care and early learning purposes.
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Commonly used budget terms

Fiscal Year (FY). The 12-month period from July 1st to June 30th (i.e. Fiscal Year 2027).
Full Time Equivalent (FTE). Equivalent to 2,088 hours worked per year, which represents one full-time employee.
Fund. A legally authorized account for use by state agencies; in most cases, after receiving a legislative appropriation.

General Fund-State (GF-S). Serves as the principal state fund supporting the operation of state government and may be used flexibly for a variety of purposes.
All major state tax revenues are deposited into this fund. One of the state funds subject to the four-year balanced budget requirement.

Maintenance Level (ML). Mandatory budget items (i.e. utilities, leases, caseload changes, equipment). May be used to refer to incremental ML adjustments or
to an agency’s entire base budget through ML.

Near General Fund-Outlook (NGF-O). Collective term for state funds subject to the four-year balanced budget requirement, consisting of General Fund-State
(GF-S), the Education Legacy Trust Account (ELTA), WA Opportunity Pathways Account, the Workforce Education Investment Account (WEIA), and the Fair Start
for Kids Account (FSKA).

Operating Budget. Pays for the day-to-day operations of state government (i.e. K-12, Higher Ed, Human Services)

WA Opportunity Pathways Account. Revenue from the account may be used for limited purposes — charter schools, state work-study, opportunity grant, state
need grant, college bound scholarships, and several other programs.

Policy Level (PL). Discretionary budget items (i.e. changes in vendor rates, eligibility, compensation, and more).
Supplemental Budget. Makes adjustments to the underlying biennial budget.
Transportation Budget. Pays for the construction/maintenance of transportation system and for associated operating costs.

Workforce Education Investment Account. Revenue from the account may be used for limited purposes — higher ed (programs, operations, compensation),
state funded student aid, workforce development, and career connected learning.
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