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Cash Deficits in the Paid Family and  

Medical Leave Program Signal Additional 

Tax Increases Ahead 

Briefly 

Washington’s paid family and medical leave (PFML) program is one of the first in the nation. PFML benefits are fund-

ed by a premium that is assessed on employee wages, up to the Social Security cap ($147,000 in 2022). From 2019 

through 2021, the premium rate was 0.4%; it was increased to 0.6% this year. The Employment Security Department 

(ESD) currently projects that the 2023 rate could be 1.0% (including a solvency surcharge). 

Premiums have been collected since Jan. 1, 2019, and benefits have been available since Jan. 1, 2020. Through June 

2022, $2.294 billion has been collected from premiums and $2.086 billion in benefits have been paid. Operating ex-

penses of the program have totaled $152.5 million. (The premiums were also used to re-pay a $82 million start-up 

loan from the state general fund.) 

The balance in the program’s account has been declining since May 2020. The monthly ending balance was negative 

in April 2022, and the balance dipped negative again in July. ESD projects that the account will go negative again in 

the fall. The cash flow problem appears to be the result of an underlying structural issue.  

From the start, the amount of benefits paid has been substantially higher than had been projected prior to imple-

mentation, and the program is still in a growth period. The total amount of benefits paid has been increasing over 

time both because the number of claims is increasing and because the average benefit per claim is increasing.  

Premiums have not kept up. With the 2022 rate increase, premiums in the second quarter exceeded benefits for the 

first time since the second quarter of 2020. However, ESD does not expect premiums to continue to exceed benefits 

this year. 

Due to solvency concerns, the Legislature enacted new actuarial and reporting requirements for the program this 

year. An actuarial report from the Office of Financial Management will more precisely forecast PFML benefits and pre-

miums so that any needed changes to the rate calculation can be addressed by the Legislature next year.  

Because this is a new program, there were bound to be wrinkles. But the fact that the account went into deficit so 

soon is concerning. It is a cautionary tale for the state’s delayed long-term care program—another brand new, un-

tested program that is also funded by a payroll tax.  

When Washington enacted its paid family and medical leave (PFML) program in 2017, just five other 

states and the District of Columbia had paid leave policies (two of those weren’t yet implemented at the 

time) (NASI 2019). Since then, three other states have adopted such policies (NCSL 2022). The Employ-

ment Security Department (ESD) has noted that Washington was the first state to implement a paid 
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leave program “from scratch, rather than building on a long-standing temporary disability pro-

gram” (ESD 2020). As such, there were bound to be complications. 

Premiums in Washington’s program have been collected since Jan. 1, 2019, and benefits have been 

available since Jan. 1, 2020. This year, the program ran through its built-up reserve. The program ended 

April with a negative account balance and the balance was negative for some of July as well. The cash 

flow problem appears to be the result of an underlying structural issue. 

How the Program Works 

Benefits. The PFML program provides paid time off for family and medical leave. Family leave may be 

taken to care for a family member with a serious health condition or to bond with a new child. Medical 

leave may be taken for the employee’s own serious health condition. (The PFML program is codified as 

RCW 50A.) According to ESD, most claims in each month are for one’s own medical needs or to bond 

with a child (ESD 2022c). 

The maximum duration of leave is 12 weeks in a 52-week period for either family or medical leave. 

(Medical leave duration may be extended by two weeks if the employee has a serious health condition 

with a pregnancy.) Employees who need both family and medical leave may take up to 16 weeks (or 18 

weeks in the case of a serious health condition with a pregnancy).  

Employees in Washington are eligible for PFML benefits if they have worked at least 820 hours over 

four recent quarters (i.e., almost 16 hours a week). 

Benefits were first payable Jan. 1, 2020. An employee with wages that are equal to or less than one-half 

of the state average weekly wage (which was $1,586 in 2021) receives a weekly benefit of 90% of the 

employee’s weekly wage. An employee with wages over one-half of the state average wage receives a 

weekly benefit that provides 90% of the state average weekly wage plus 50% of the difference between 

the employee’s wage and one-half of the state average wage. For example, in 2022, an employee earn-

ing $35,000 gets a weekly PFML benefit of $605 (90% of the employee’s weekly wages). An employee 

earning $100,000 gets a weekly benefit of $1,256 (65% of the employee’s weekly wages). 

These weekly benefits are capped at 90% of the state average wage (with a two-year lag). In 2022, the 

maximum weekly benefit is $1,327 (the maximum was initially set at $1,000 for CY 2020). In 2023, the 

maximum weekly benefit will be $1,427. 

Premiums. PFML benefits are funded by a premium that is assessed on employee wages, up to the 

Social Security cap ($147,000 in 2022). The premium went into effect one year before benefits were 

payable, to build up resources with which to pay the first benefits and early operating costs and to re-

pay a start-up loan from the state general fund (GFS). There is no allowance for a reserve in the statute. 

Instead, the program is meant to pay for itself each month.  

For CY 2019 and CY 2020, the total premium rate was statutorily set at 0.4% of wages. Beginning in 

2021, the total premium rate is based on the family and medical leave insurance (FMLI) account bal-

ance ratio of the previous year. The ratio is the balance of the FMLI account (as of Sept. 30) divided by 

the prior fiscal year’s total covered wages. Depending on the account balance ratio, the premium rate 

will range from 0.1% to 0.6%. (Essentially, the lower the account balance, the higher the premium.) In 

2021, the calculated premium rate was 0.4% and in 2022, the premium rate is 0.6%. 
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Additionally, if the account balance ratio is less than 0.05%, a solvency surcharge of 0.1% to 0.6% will 

be assessed “at the lowest rate necessary to provide revenue to pay for the administrative and benefit 

costs of family and medical leave, for the calendar year” (RCW 50A.10.030(7)). No solvency surcharge 

has been imposed to date.  

ESD is projecting that the 2023 calculated rate will remain at 0.6% (the maximum allowed by statute) 

and that there will be a solvency surcharge of 0.3%–0.4%; thus, the total premium could reach 1.0% 

(ESD 2022f).  

The total premium is divided into separate portions designated for family leave and for medical leave. 

The statute establishing the programs specified that for 2019, 2020, and 2021, one-third of the total 

premium was for family leave and two-thirds was for medical leave. Beginning in 2022, the premium 

split is based on the actual split of paid claims related to family leave versus medical leave. For 2022, 

the split is 51% for family leave and 49% for medical leave. 

By statute, employees are responsible for the full family leave premium and 45% of the medical leave 

premium. Employees pay their premiums through a payroll deduction. However, employers may elect 

to pay these premiums for their employees. Employers are responsible for 55% of the medical leave 

premium, but employers with fewer than 50 employees in Washington are exempt from the employer 

portion of medical leave premiums.  

From 2019 to 2021, employers were responsible for 36.67% of the total premium and employees were 

responsible for 63.33% due to the split of family versus medical leave claims expected in the statute. 

For 2022, employers are responsible for 26.78% of the total premium and employees are responsible 

for 73.22% (if their employers make the deduction from their paychecks). This increase in employee 

responsibility reflects the fact that family leave has been claimed more often (relative to medical leave) 

than expected in the statute. 

Other. The self-employed and tribes may opt into the program. Employers may apply to run voluntary 

PFML plans outside of the state program for their employees, but benefits must be equivalent to those 

in the state plan and payroll deductions may not exceed maximum payroll deductions in the state plan. 

Businesses with 150 or fewer employees may apply for small business assistance grants. These grants 

provide $3,000 if the employer hires a temporary worker or up to $1,000 in reimbursement for other 

wage-related costs due to an employee’s leave.  

Local governments are preempted from enacting their own paid leave programs that alter the state 

plan, from enforcing the state program, and from requiring employers to supplement PFML benefits. 

Program Experience Thus Far 

Through June 2022, $2.294 billion has been collected from premiums and $2.086 billion in benefits 

have been paid (ESD 2022d). Operating expenses of the program have totaled $152.5 million (an aver-

age of about $11.7 million a quarter). (The premiums were also used to re-pay the $82 million start-up 

loan from the state general fund, with interest.)  

Meanwhile, benefits have regularly exceeded premiums on a quarterly basis, as shown in Chart 1 (on 

page 4). (Premiums finally exceeded benefits paid in the second quarter of 2022, but that is not ex-

pected to recur this year, as discussed below.) Thus, the program has had periods when it went into 
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cash deficit. The balance in the 

FMLI account has been declining 

since May 2020. (See Chart 2.) The 

monthly ending balance was neg-

ative in April 2022, and ESD re-

ports that the account balance 

dipped negative again during July 

2022 before ending the month 

with a balance of $1.0 million (ESD 

2022f). ESD projects that the ac-

count will go negative again in the 

fall (ESD 2022e). 

On March 14, ESD asked OFM for 

permission to run temporary cash 

deficits in the FMLI account during 

the 2021–23 biennium, given the 

“timing issues related to a lag 

from when the rate is set and col-

lected and by a larger than expected increase in benefit payments” (Feek 2022). OFM agreed to the 

request on March 31 (Schumacher 2022). If ESD did not have this permission, ESD would not be able to 

pay benefits during the periods when the FMLI account is negative. (ESD will not owe the state any in-

terest on any temporary cash deficits during the biennium.) This ability to run deficits does not extend 

past the current biennium (which ends June 30, 2023). 

These shortfalls could be occurring because benefit payments are higher than initial projections, calling 

into question whether the rate structure is suitable. Indeed, ESD has said that the current structure 

“can’t accommodate large varia-

tions, like initial program growth, 

without deficit periods” (ESD 

2022e).  

Benefit Experience. From the 

start, benefits paid have been sub-

stantially higher than had been 

projected in 2017, and benefits 

are still increasing. (See Chart 3 on 

page 5.)  

In the growth phase of a new pro-

gram it is difficult to make good 

projections about benefit usage. 

For example, as late as September 

2021, ESD was projecting 

(assuming optimistic economic 

growth) that for FY 2022 premi-
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 Chart 1: PFML Quarterly Premiums and Benefits (Dollars in Millions) 

Chart 2: End-of-Month FMLI Account Balance (Dollars in Millions)  
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ums would total $797.4 million 

and benefit payments would total 

$814.5 million (ESD 2021a). Actual 

premiums for FY 2022 were 

$850.9 million (6.7% higher than 

the projection) and actual benefits 

were $1.069 billion (31.3% higher 

than the projection). The difficulty 

in making projections is compli-

cated further by the uncertainty of 

how the pandemic (which began 

within a few months of PFML ben-

efits becoming payable) might 

have affected the program. 

The total amount of benefits paid 

has been increasing over time 

both because the number of 

claims is increasing and because 

the average benefit per claim is increasing.  

In the fiscal note for the implementing legislation (SSB 5975), ESD estimated that there would be a 

“peak claims uptake of about 164,000 claims per year” (ESD 2017). That number was eclipsed in the 

first year: claims totaled 168,437 in 2020 and 194,555 in 2021. In the first month of the program, 24,627 

applications were submitted. This clearly represented a backlog of people putting in applications all at 

once for the new program—the number of applications dropped by almost half the following month. 

The average number of monthly claims was 14,036 in CY 2020 and 16,213 in CY 2021. For the January 

to June period, the average num-

ber of monthly claims was 15,167 

in 2021 and 18,100 in 2022. (See 

Chart 4.) ESD believes that the 

program is still in a growth period 

and has not yet reached maturity 

(ESD 2022e).  

In addition to a higher number of 

claimants, increases to the state 

average wage have also contrib-

uted to the higher amounts of 

benefits paid. As noted above, the 

PFML maximum benefit is tied to 

the state average wage. In the five 

years prior to passage of the 

PFML bill (2012 through 2016), 

the average annual increase in the 
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Chart 3: Benefit Payments (Dollars in Millions) 
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state average wage was 3.4%. In 

the five years since passage (2017 

through 2021), the average annu-

al increase is 7.0%. Thanks to the 

historically high increase in the 

state average wage in 2020, aver-

age weekly PFML benefits jumped 

in January 2022 by 6.9%. Typically, 

from month to month in a calen-

dar year, the average benefit is 

fairly flat. (See Chart 5.) 

Premium Experience. Premiums 

have also been higher than ex-

pected. According to ESD, “we 

exceeded first-year projections for 

both benefits and premium col-

lections” (ESD 2020). The fiscal 

note for SSB 5975 estimated that premiums would total $1.292 billion over 2017–19 and 2019–21 (ESD 

2017). Actual premiums for that period were $1.443 billion (11.7% higher than estimated).  

The low balance of the FMLI account led to the calculation of a 0.6% premium for 2022. The new rate 

applied to premiums assessed beginning Jan. 1, 2022. Accordingly, premium collections jumped at the 

end of April (when first quarter premiums were due). The FMLI account balance was negative at the 

end of April 2022, but it went positive again in May and June. 

Chart 6 compares second quarter premiums and benefits by month for each year. The impact of the 

2022 premium increase is clear: 

premiums for the second quarter 

increased by 3.8% from 2020 to 

2021 and by 68.5% from 2021 to 

2022. (Benefit payments for the 

period increased by 33.0% from 

2021 to 2022.)  

Given the rate increase, premiums 

in the second quarter exceeded 

benefits—for the first time since 

the second quarter of 2020. (See 

Chart 1 on page 4.) However, be-

cause premiums are highest in the 

second quarter of a year, ESD 

does not expect premiums to 

continue to exceed benefits this 

year (ESD 2022e).  
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Chart 5: Average Weekly Benefit Amount 

Chart 6: Second Quarter Premiums and Benefits by Month (Dollars in Mil-

lions) 
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2022 Legislative Action 

In January 2022, the solvency of the program became a major issue. In a Dec. 2021 report, ESD wrote 

that, in 2022, they expected the FMLI account balance “at the end of each quarter to continue be under 

a level equivalent to a quarter’s worth of benefits payments” (ESD 2021b).  

Although the report did not say anything more about the solvency of the fund, Gov. Inslee included 

$82 million from the GFS in his 2022 supplemental operating budget proposal (at ESD’s request), to 

keep the FMLI account from being in deficit. The next month, in Jan. 2022, ESD told the Senate Ways & 

Means Committee that the agency was “concerned about the fund’s solvency” (ESD 2022a). Later that 

month, ESD told the PFML advisory committee that it was no longer sure $82 million would be enough.  

Ultimately, the 2022 supplemental operating budget appropriated $350.0 million from the GFS for the 

FMLI account on June 30, 2023. This is not a reserve for the account; instead, the funds may be used 

only to the extent necessary to keep the FMLI account from being in deficit at the end of the biennium. 

If any GFS funds are used, they must be excluded from the solvency surcharge calculation.  

Additionally, the Legislature enacted 2SSB 5649. The bill makes some policy changes to the program, 

but it also adds important actuarial and reporting requirements to address the program’s solvency. 

The policy changes include: 

• PFML benefits used in the first six weeks after birth must be medical leave (for which employers are 

responsible for a portion of the premium) unless the employee chooses to take family leave.  

• Employees will be allowed to take family leave during the seven days following the death of a new-

born.  

• ESD must publish a list of all employers with voluntary plans.  

• ESD must ask applicants whether their leave is related to the pandemic, to help with “monitoring 

potential impacts on the solvency and stability” of the FMLI account.  

The bill requires reports on the program and its solvency by four separate entities. First, OFM must pro-

vide an actuarial report to the Legislature on the program, including recommendations for changes “to 

maintain the long-term stability and solvency” of the FMLI account and a comparison to PFML pro-

grams in other states.   

Second, a legislative task force on PFML insurance premiums is established to make recommendations 

(that could be acted on in the 2023 session) on changes “to ensure the lowest future premium rates 

necessary to maintain solvency.”  

Third, an Office of Actuarial Services is established within ESD; it is required to report annually on “the 

experience and financial condition” of the FMLI account and the “lowest future premium rates neces-

sary to maintain solvency” of the FMLI account.  

Fourth, the Joint Legislative Audit and Review Committee (JLARC) is required to conduct a performance 

audit of the program. (The timeline on page 8 shows when these and other reports are due.) 

Possible Alterations 

Ideally, the OFM report that is due October 1 will more precisely forecast PFML benefits and premiums 
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so that any needed changes to 

the rate calculation can be ad-

dressed by the Legislature next 

year. Perhaps the range of premi-

um rates in statute needs to be 

adjusted upward; maybe the 

structure of the premium calcula-

tion needs to be overhauled. 

Some issues that will likely be 

considered include: 

• At the first meeting of the leg-

islative task force on July 28, ESD 

noted that there are timing lags in 

the rate setting process (ESD 

2022e). (The rate is calculated 

based on the account balance on 

Sept. 30, the new rate is effective 

Jan. 1, the premiums at the higher rate aren’t collected until late in April.) 

• In Jan. 2022, ESD told the PFML advisory committee that the “current rate structure is problematic in 

that it is set on cash available at a particular date with no provision for a reserve” (ESD 2022b). How-

ever, the lack of a reserve was a purposeful decision by the Legislature in 2017.  

• The rate-setting calculation does not consider projections of what benefits will be paid in the coming 

year. (This is particularly an issue when there is high growth in benefit usage; it may be ameliorated 

when the program moves out of the growth phase and benefits have leveled off.) 

Comment 

In its short life, the PFML program has already experienced operating deficits and more are expected in 

the future. The fundamental problem is that, under the current premium rate structure, benefits have 

continually exceeded premiums. The program’s first premium rate increase this year (to the maximum 

regular rate allowed) has momentarily reversed that, but benefits are expected to exceed premiums 

again for the rest of the year. Meanwhile, ESD believes that the program is still in a growth period for 

benefits. 

Premiums must be set at a level that covers benefits. Otherwise, the state general fund may need to be 

tapped to cover the difference. (There is no provision in statute for suspending benefits in months 

when there are no program resources.) This year, the Legislature had to set aside $350 million in the 

state operating budget to cover shortfalls in the program. These funds could have been used for other 

purposes.  

Because this is a new program, there were bound to be wrinkles. But the fact that the account went 

into deficit so soon is concerning and indicates an underlying issue with the premium calculation. This 

situation is a cautionary tale for the state’s delayed long-term care program—another brand new, un-

tested program that is also funded by a payroll tax. Under current law, this program will go into effect 

next year.  
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Oct. 1, 
2022

•OFM Actuarial Report, including recommendations for changes "to maintain the long-term 
stability and solvency" of the FMLI account and a comparison to PFML programs in other states

Dec. 1, 
2022

•ESD's regular annual report on the program (RCW 50A.05.050)

Dec. 30, 
2022

•Legislative task force report, including recommendations for changes "to ensure the lowest future 
premium rates necessary to maintain solvency" of the account

Oct. 1, 
2023

•ESD Office of Actuarial Services first new quarterly report to the PFML Advisory Committee on 
premiums, benefits, account balance

Nov. 1, 
2023

•ESD Office of Actuarial Services first annual report on the FMLI account financial condition and 
the "lowest future premium rates necessary to maintain solvency" of the account (report due to 
the Advisory Committee indefinitely and to the Legislature from 2023 thorugh 2028)

Oct. 1, 
2024

•JLARC performance audit of the program

Chart 7: Reporting Timeline  
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