
April 28, 2022                     

PB 22-04 

Historically Large Supplemental Budget  

Also Sets Aside Significant  

(But Unprotected) Reserves  
Briefly 

With the 2022 supplemental operating budget, 2021–23 appropriations from funds subject to the outlook (NGFO) are 

24.3% higher than 2019–21. That is the largest biennial increase going back at least to the early 1990s. (The average 

biennial spending growth was 9.1% from 1993–95 through 2019–21.) Further, this is the first time a mid-biennium 

supplemental budget has increased spending by more than the increase in the original biennial budget. 

These spending increases were possible due to a substantial budget surplus. The budget uses 80.3% of the surplus 

for new spending (including appropriations to the transportation and capital accounts), 14.3% for reserves, 4.2% for 

tax cuts, and 1.2% for transfers to other funds. We previously argued that the Legislature should follow time-honored 

precepts: restore reserves, avoid using one-time funds for ongoing projects, set aside funding for already-planned 

spending, and lower tax burdens. In the end, the Legislature fell short on several of these principles, although it did 

meet others of them in its own way: 

• Including the Washington rescue plan transition account (WRPTA), reserves are estimated to be about 13.0% of 

revenues and other resources at the end of 2023–25. But the Legislature put only the bare minimum in the budget 

stabilization account and is now keeping most reserves in the WRPTA, which is not protected by the constitution. 

• A very high share (71.6%) of NGFO appropriations in 2021–23 is used for one-time items, but the $1.757 billion in 

new ongoing spending items for 2021–23 are estimated to cost $4.454 billion in 2023–25. 

• Legislators shifted some funds from the operating budget to the transportation budget, but they neglected to fund 

last year’s new early learning and child care program with revenue from tax sources other than the unreliable capi-

tal gains tax. 

• They provided targeted business tax relief, but they did not broadly cut taxes. 

Despite the large surplus, the enacted budget leaves low unrestricted NGFO ending balances in both 2021–23 ($222 

million) and 2023–25 ($374 million). Nevertheless, the supplemental has sufficient reserves to cover the loss of capital 

gains tax revenue over four years, should the Superior Court ruling that it is unconstitutional stand.  

That the budget balances over four years while increasing spending so substantially is a testament to the strength of 

Washington’s economy. But, worryingly, nearly half of the four-year surplus was used for new ongoing spending. Go-

ing forward, legislators must be judicious in their use of the unrestricted WRPTA reserves to ensure that enough re-

mains in the account to help maintain this new, high level of spending in the event of an economic downturn. 

The enacted supplemental operating budget increases 2021–23 appropriations from funds subject to 

the outlook (NGFO) by $5.058 billion (8.6%). Compared to 2019–21, revised 2021–23 appropriations are 
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up 24.3%. (The figures in this brief incorporate Gov. 

Inslee’s vetoes.)  

Overview 

Table 1 shows the estimated NGFO balance sheet 

for 2021–23. 

Resources. Since the biennial budget was adopted 

last year, the NGFO revenue forecast has increased 

by $10.129 billion through 2023–25. NGFO revenues 

for 2021–23 are currently expected to increase by 

16.1% over 2019–21. Revenue legislation enacted 

this year will reduce revenues by $67.0 million in 

2021–23 and by $452.4 million in 2023–25. ESSB 

5980 increases the business and occupation tax fil-

ing threshold to $125,000 and increases small busi-

ness tax credits. It will reduce revenues by $13.0 mil-

lion in 2021–23 and by $118.1 million in 2023–25. 

Additionally, ESSB 5974, which raises revenues for 

the transportation budget, eliminates some trans-

fers from transportation accounts to the general 

fund–state (GFS) and requires transfers from the 

GFS to the multimodal account. These provisions 

will reduce NGFO revenues by $18.8 million in 2021

–23 and by $155.2 million in 2023–25. 

The supplemental transfers $1.232 billion from the 

NGFO to other accounts in 2021–23, including 

$1.100 billion from the GFS to the Washington res-

cue plan transition account (WRPTA, the shadow 

reserve account). The budget also transfers $87.1 

million from the GFS to the wildfire response, forest 

restoration, and community resilience account in 2021–23. 

Spending. Revised 2021–23 NGFO appropriations are $64.124 billion, an increase of $5.058 billion over 

the original biennial budget. The $5.058 billion increase is net of maintenance level decreases and new 

policy increases. The maintenance level (the cost of continuing current services, adjusted for enrollment 

and inflation) decreased by $1.131 billion in 2021–23. New policy increases appropriations by $6.189 

billion. (More details on the policy changes are included in the appendix.) 

 Table 1: NGFO Balance Sheet (Dollars in Millions) 

NGFO 

Under the four-year balanced budget requirement, a positive ending balance is required in both the current and fol-

lowing biennium for “funds subject to the outlook.” This is a synthetic “account” that rolls up the general fund–state 

(the state’s primary budget account) with the education legacy trust account, the opportunity pathways account, and 

the workforce education investment account. It is also called the near general fund–outlook, or NGFO. 

2021-23

Beginning Balance 4,161       

Revenue

Feb. 2022 Revenue Forecast 61,691     

Revenue Legislation (67)         

Budget Driven Revenue (31)         

 Total Revenue 61,593    

Other Resource Changes

Transfer to Budget Stabilization Account (587)        

Other Enacted Fund Transfers 50           

Supplemental Fund Transfers (1,233)    

ACFR/Prior Period Adjustments 41           

Total Other Resource Changes (1,729)     

Total Resources 64,025    

Spending

Enacted Appropriations 59,067     

Maintenance Level

Estimated ML Change (1,131)    

New Policy 6,189     

Actual/Assumed Reversions (322)        

Total Spending 63,803    

Unrestricted Ending Fund Balance 222         

Budget Stabilization Account Balance 19           

Transfers from GFS and Interest Earnings 589         

Projected BSA Ending Fund Balance 609         

WA Rescue Plan Transition Account Balance 1,000       

Transfers from GFS 1,100     

Projected WRPTA Ending Fund Balance 2,100       

Total Reserves 2,931      

Source: ERFC



PB 22-04 

April 28, 2022 Page 3 

 

researchcouncil.org • (206) 467-7088 

Reserves. The Legislature makes the constitutionally required transfers to the budget stabilization ac-

count (BSA, or the rainy day fund). At the end of 2021–23, the unrestricted NGFO ending balance is 

$222 million and the BSA balance is $609 million. In addition, the WRPTA balance is $2.1 billion at the 

end of 2021–23. Altogether, total reserves are $2.931 billion for 2021–23. 

Outlook. The supplemental balances over four years, with an unrestricted NGFO ending balance of 

$374 million in 2023–25. (However, that does not account for the March 1 Superior Court ruling that 

the capital gains tax is unconstitutional, as discussed below.) 

At the end of 2023–25, the BSA balance will be an estimated $1.247 billion and the WRPTA balance will 

be $2.600 billion. Total reserves will be an estimated $4.222 billion (13.0% of revenues and other re-

sources). 

How Does the Supplemental Use the Surplus? 

Given the continually increasing revenue forecasts since last session and the lower costs of continuing 

current services, we’ve estimated that the NGFO surplus for the outlook period (2021–23 and 2023–25) 

was about $13.8 billion (WRC 2022). As passed by the Legislature, the budget uses 80.3% of that for 

new spending, 14.3% for reserves, 4.2% for tax cuts, and 1.2% for transfers to other funds. (See Chart 1.) 

In a December policy brief, we argued that, given the substantial budget surplus, the Legislature should 

restore reserves, avoid using one-time funds for ongoing projects, set aside funding for already-

planned spending, and consider cutting taxes (WRC 2021b). In the end, the Legislature fell short on 

several of these principles, but did meet others of them in its own way. 

Restore Reserves. To its credit, the Legislature saved 14.3% of the NGFO surplus. That includes the 

unrestricted NGFO ending balance and the $1.6 billion that is transferred to the WRPTA over the out-

look period. Along with the reserves in the BSA, these reserves could help the state weather any poten-

tial economic downturn.  

However, the BSA is the 

safest and best place to 

keep reserves, due to a 

constitutional require-

ment that a supermajori-

ty approve spending 

except in cases of emer-

gency or economic 

downturn. The Legisla-

ture put only the bare 

minimum in the BSA and 

is now keeping most 

reserves in the WRPTA, 

which is unprotected by 

the constitution. 

One-Time Investments. 

The new NGFO policy 
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Chart 1: How the Budget Uses the NGFO Surplus  
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spending totals $6.189 billion in 2021–23; these policies will cost $4.568 billion in 2023–25. Of the 

$6.189 billion in new spending, $4.432 billion (71.6%) is one-time (or phases down in 2023–25).  

The one-time items include $2.0 billion to the transportation budget and $650.0 million to the capital 

budget. They also include substantial seed money for accounts that will fund future programs that 

aren’t yet fully fleshed out: 

• The budget appropriates $150 million from the NGFO to the new Washington student loan account 

(created in E2SHB 1736). The program’s details have not yet been finalized, and no student loans will 

be made before school year 2024–25. 

• The budget appropriates $200 million from the GFS to the community reinvestment account (CRA)—

a new account for economic development, legal assistance, community-based violence intervention 

and prevention services, and reentry services. But there are no appropriations from the CRA in 2021–

23; instead, the Department of Commerce is tasked with developing a plan for distributing CRA 

grants. 

It is good that most of the new 2021–23 NGFO appropriations are one-time. However, $1.757 billion of 

the new 2021–23 appropriations is for ongoing activities that are estimated to cost a much greater 

$4.454 billion in 2023–25. Much of this jump up is due to the fact that there is just one year left of 2021

–23 but two years in 2023–25. However, there are some notable bow waves (see Table 2). (Note, too, 

that the new student support staff allocations, which cost $90.6 million in 2021–23 and $548.3 million 

in 2023–25, aren’t fully phased in until the 2025–27 biennium, when they are expected to cost $729.9 

million.) One-time spending accounts for 32.9% of the four-year surplus, while ongoing spending ac-

counts for 47.4%. 

Meanwhile, some of the appropriations of federal relief funds will create NGFO costs down the road. 

The Legislature ignored the use-one-time-money-for-one-time-items principle last year by using fed-

eral relief to begin a new early learn-

ing and child care program (WRC 

2021a). Similarly, this year, the Leg-

islature uses $45.1 million in federal 

relief to fund right-of-way response 

and homelessness outreach. The 

outlook assumes that $90.1 million 

from the NGFO will be needed for 

this purpose in 2023–25.  

Additionally, $100 million in federal 

relief funds is used for behavioral 

health provider relief. Technically 

those are one-time assistance pay-

ments. At the same time, though, 

the budget appropriates $17.4 mil-

lion from the NGFO in 2021–23 to 

increase behavioral health provider 

rates going forward (the outlook 
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Table 2: Notable NGFO Spending Bow Waves in 2023–25 (Dollars in Mil-

lions) 

 

2021-23 

Policy Level

2023-25 

Maintenance 

Level

Student support staff $90.6 $548.3

K-12 inflation rebasing $236.3 $629.5

Residential outdoor school $10.0 $40.0

WCCC provider rate increase $49.1 $308.9

Additional ECEAP slots $7.4 $37.2

Right of way response and outreach $0.0 $90.1

Medicaid managed care behavioral health 

   provider rate increase $17.4 $72.6

Children's dental services rate increase $10.4 $43.4

Health care for uninsured adults $4.2 $22.6

State hospital direct care staffing increase $6.1 $27.3

DSHS concurrent services $8.5 $41.5

Align aged, blind, or disabled grant 

   standard with TANF standard $36.9 $93.3
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assumes this policy will cost $72.6 million in 2023–25). Further, the supplemental includes funding for 

studies of potential changes to behavioral health rates, suggesting that the federal relief funding may 

be a bridge to increasing rates on an ongoing basis. 

Set Aside or Rework Funding for Spending that is Already Planned. In our December policy brief, 

we suggested that the Legislature could shift some of its ongoing operating budget surplus to the 

transportation budget (WRC 2021b). In addition to the one-time $2 billion appropriation to the multi-

modal account, the Legislature will make ongoing transfers to the transportation budget.  

On the other hand, as noted above, the early learning and child care program adopted last year (the 

fair start for kids act) was started with one-time federal relief money and was thereafter to be funded 

with capital gains tax revenues. We suggested last year that the state could use some of the surplus to 

cover the costs of the fair start for kids act, given the likelihood that capital gains tax revenues may not 

materialize (WRC 2021b). But even though the capital gains tax was found to be unconstitutional by a 

Superior Court judge before the end of the session this year, the Legislature refrained from setting 

aside other sources of funding for the program. 

Tax Relief. The Legislature chose not to provide substantial tax relief. Aside from transferring some 

revenues to the transportation budget, the main tax reduction is the small business B&O tax cut. Alt-

hough ESSB 5873, which will reduce unemployment insurance (UI) taxes, was enacted, it is funded via a 

reduction of the UI trust fund—not with moneys from the operating budget. Additionally, there were 

no major sales or property tax changes. 

Capital Gains Tax Revenues Are Still Assumed, Despite Court Ruling 

The argument that the Legislature should not assume capital gains tax funding for programs was 

strengthened when a Superior Court judge found the tax to be unconstitutional on March 1 (Huber 

2022). The conference committee agreement on the budget wasn’t announced until March 9. Never-

theless, the Legislature chose to continue to assume that those revenues will be collected. 

According to the Economic and Revenue Forecast Council, NGFO revenues from the capital gains tax 

are currently estimated to be $233.0 million in 2021–23 and $922.0 million in 2023–25. That is a very 

small portion of total NGFO revenues (0.4% in 2021–23 and 1.4% in 2023–25).  

However, because the Legislature left such low unrestricted NGFO ending balances in both 2021–23 

and 2023–25, the supplemental would be out of balance in the current biennium and over four years 

without the revenues from the capital gains tax. In that case, the unrestricted NGFO ending balance 

would be negative $11 million in 2021–23 and negative $356 million in 2023–25. 

Those deficits would be easily covered by either the BSA or the WRPTA. (In 2021–23, the WRPTA bal-

ance is expected to be $2.100 billion and the BSA balance is expected to be $609 million. In 2023–25, 

the WRPTA balance is expected to be $2.600 billion and the BSA balance is expected to be $1.247 bil-

lion.) But using reserves in such a case shouldn’t be necessary. After the Superior Court ruling, budget 

writers could have reconsidered some of the budget’s new policy items in order to fund the already 

enacted early learning and child care program from another source.  

A Historically Large Supplemental 

As noted above, with the supplemental, NGFO appropriations for 2021–23 increase by 24.3% over 2019

researchcouncil.org • (206) 467-7088 
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–21 (see Chart 2). That is 

the largest biennial in-

crease going back at 

least to the early 1990s. 

The average biennial 

spending growth was 

9.1% from 1993–95 

through 2019–21. 

(Adjusted for inflation, 

2021–23 appropriations 

are up 15.5%, well above 

the average of 5.2%.) Per 

capita spending is 

$8,181—30.1% above the 

pre-Great Recession 

peak (adjusted for infla-

tion). 

This is the first time 

(going back to at least 

1989–91) that a mid-

biennium supplemental 

budget has increased 

spending by more than 

the original biennial 

budget. Adjusting for 

inflation and population, 

the 2022 supplemental 

increase is even bigger 

than the increases in all 

but four biennial budgets 

(see Chart 3). Even ignor-

ing the supplemental’s 

one-time appropriations, 

the increase in ongoing 

appropriations in the 

supplemental exceeds 

the increased total ap-

propriations of every 

supplemental except 

1990 and 2006 (adjusted 

for inflation and popula-

tion). 
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Chart 3: NGFO Change, Adjusted for Inflation and Population (Dollars in Thousands) 

 Chart 2: NGFO Spending (Dollars in Billions) 
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Federal Relief Continues to Augment Already High State Spending 

On top of the historic NGFO spending increases, the Legislature also appropriated $1.231 billion in fed-

eral COVID relief (in the operating and capital budgets). Of that, $1.119 billion is from the state’s share 

of the coronavirus state fiscal recovery fund (CSFRF), which the state has a considerable amount of flex-

ibility in allocating. The Legislature had previously appropriated $3.052 billion from the CSFRF. After all 

this, we estimate the state has about $145.6 million left of its share of the CSFRF. (See the appendix for 

some of the policy items funded with the CSFRF and other federal relief.) 

Comment 

The supplemental follows some of our principles for using the surplus. Legislators restored reserves, 

but not to the BSA. They focused on one-time spending in 2021–23, but the ongoing spending is sub-

stantially more costly going forward. They used operating budget funding for transportation, but they 

neglected to fund the early learning and child care program with revenues that would be more reliable 

than the capital gains tax. They provided some business tax relief, but they did not broadly cut taxes. 

The supplemental has sufficient reserves to cover the loss of capital gains tax revenue over four years, 

should the Superior Court ruling stand. Moreover, that the budget balances over four years while in-

creasing spending so substantially is a testament to the strength of Washington’s economy. But, worry-

ingly, nearly half of the four-year surplus was used for new ongoing spending. Going forward, legisla-

tors must be judicious in their use of the unrestricted reserves to ensure that enough remains in the 

account to help maintain this new, high level of spending in the event of an economic downturn.  
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Appendix 

 Table A1: Enacted Appropriations (Dollars in Thousands) 

NGFO All Funds NGFO All Funds NGFO All Funds

Legislative 213,088 234,318 17,627 18,447 230,715 252,765

Judicial 505,367 582,124 -17,566 97,787 487,801 679,911

Governmental Operations 1,173,973 8,106,486 448,378 1,398,367 1,622,351 9,504,853

DSHS 7,225,230 16,606,813 420,084 1,364,548 7,645,314 17,971,361

HCA 6,445,255 24,578,712 240,713 1,493,357 6,685,968 26,072,069

Other Human Services 5,053,940 12,505,698 98,566 407,330 5,152,506 12,913,028

Natural Resources 697,195 2,509,383 210,258 587,598 907,453 3,096,981

Transportation 126,050 268,304 13,491 23,528 139,541 291,832

Public Schools 28,260,228 33,246,349 -492,549 -89,421 27,767,679 33,156,928

Higher Education 4,992,622 16,520,744 122,319 398,696 5,114,941 16,919,440

Other Education 73,637 147,211 9,151 8,881 82,788 156,092

Special Appropriations 4,300,010 6,426,615 3,987,566 3,471,725 8,287,576 9,898,340

Total 59,066,595 121,732,757 5,058,038 9,180,843 64,124,633 130,913,600

2022 SupplementalOriginal 2021-23 Revised 2021-23
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Table A2: Total Policy Changes in the Enacted Operating Budget, Plus Major Items (Dollars in Thousands) 

NGFO Federal Relief

Legislative 13,171 0

Judicial (17,856) 1,785

State v. Blake county resentencing costs and reimbursements shifted from GFS to judicial stabilization trust acct (68,000)

Governmental Operations 444,127 534,363

Landlord mitigation program 27,000

Eviction prevention rental assistance 45,000

Right of way response and outreach 45,050

Homeless service provider stipends 55,000

Digital equity programs (including broadband access) 50,953

Community solar projects 57,000

Electric vehicle charging projects 77,500

Utility assistance 100,000

Business assistance for the hospitality industry 100,000

Business assistance for arts, heritage, and science sectors 20,000

Support for convention centers that lost more than $200 million in 2020, 2021, and 2022 20,000

Small business resiliency network 15,000

Small business disaster recovery financial assistance 20,000

Small business innovation fund 34,500

Department of Social and Health Services (DSHS) 542,221 192,612

Savings from enhanced federal Medicaid match (assumed through June 2022) (136,800)

Area Agencies on Aging rate increase 12,000

Adult family homes, agency providers, in-home providers CBAs 44,843

COVID relief fund alignment (34,289) 34,289

Acute care hospital capacity incentive payments (through June 2022) 10,550

Rapid response teams 12,020

Assisted living facility rate increase 16,130

Nursing home rate increase 24,138

Increase in-home personal needs allowance 25,571

Align aged, blind, or disabled grant standard with TANF standard 36,860

Enhance community residential rate 77,269

Services for refugees and immigrants who arrived on or after July 1, 2021 28,398

SEIU and Liang settlements 57,913

WCCC maintenance of effort (one-time shift from GFS to federal funding) (35,000)

Transitional Care Center 10,694

Expand 60-month time limit in TANF through June 2023 for households with hardships 10,864

Targeted provider rates (to continue COVID rate enhancements, then phase out by FY 2025) 202,372

Health Care Authority (HCA) 611 103,812

Savings from enhanced federal Medicaid match (assumed through June 2022) (167,403)

Behavioral health provider relief 100,000

Medicaid managed care behavioral health provider rate increase (effective 1/1/23) 17,398

Community health center funding stability 24,600

Non-Medicaid funding to increase behavioral health service contracts 20,000

Funding for expenses not covered under the Institute for Mental Disease federal waiver 20,042

One-time bridge grants to hospitals in financial distress 8,000

Community long-term inpatient beds (32,941)

Children's dental services rate increase 10,406

Trueblood diversion programs 10,000
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Table A2 continued: Total Policy Changes in the Enacted Operating Budget, Plus Major Items (Dollars in Thousands) 

NGFO Federal Relief

Other Human Services 251,260 371,461

Savings from enhanced federal Medicaid match (assumed through June 2022) (6,737)

Public health information systems maintenance and operations 19,088

Activities to contain the spread of COVID-19 58,320

COVID-19 vaccinations 66,956

Accounting for revised projections of pandemic leave assistance grants (133,905)

Add 1,708 ECEAP slots and convert 1,887 part-day slots to school day slots by FY 2025 7,373

WCCC maintenance of effort 75,395

WCCC provider rate increase 45,935

Increase behavioral rehabilition services facility, treatment rates (an inflation adj. will be added in 2023-25) 12,878

Family time rate increase 19,599

Extended foster care transition stipends (through June 2023) 10,626

COVID relief fund alignment (DOC) (240,000) 240,000

Increase staffing for patient care and behavioral health care (DOC) 14,139

COVID-19 response (DOC) 42,307

Veterans homes revenue shortfall 9,568

Natural Resources 200,502 58,045

Fire suppression 91,914

Duckabush estuary restoration 25,000

Columbia River commercial gillnet license reduction 14,400

European green crab control 8,568

Forest health funding shifted from GFS to forest health account (87,107)

Farmers to families food box program 58,045

Food assistance capacity grants (for emergency food system) 17,625

Transportation 10,928 0

Public Schools 433,264 377,383

Enrollment stabilization 346,451

Inflation rebasing 236,313

Special passenger excess cost reimbursement 13,000

Reimbursements for certain schools serving free meals under the federal community eligibility provision 21,667

Residential outdoor school 10,000

Small district support 8,341

Student support staffing (nurses, social workers, psychologists, counselors) 90,573

Learning assistance program hold harmless 28,102

Higher Education 176,280 0

Washington College Grant expansion and bridge grants 34,277

Compensation support 10,772

Cybersecurity programs 12,923

Nursing programs 12,310

Health workforce grants 8,000

Healthcare simulation labs 11,600
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Table A2 continued: Total Policy Changes in the Enacted Operating Budget, Plus Major Items (Dollars in Thousands) 

NGFO Federal Relief

Other Education 7,935 45

Special Appropriations 4,126,583 (433,289)

Multimodal account (transportation budget) 2,000,000

Capital community assistance account (capital budget) 650,000

GFS funding to keep the family and medical leave insurance account out of deficit 350,000

GFS funding to keep the liability account out of deficit 217,000

Community reinvestment account 200,000

Washington student loan program 150,000

Electric vehicle incentive account 120,000

Salmon recovery account 100,000

GFS funding for judicial stabilization trust account shift (see Judicial section above) 68,000

GFS funding to keep judicial stabilization trust account out of deficit 46,750

Apple health and homes account 37,192

Cancer research endowment 30,000

Adjustments to reflect most recent estimates of federal public health grants (159,000)

Federal funding reallocation (274,289)

Total 6,189,026 1,206,217


