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include nursing home infiation, medical
use and costs, and higher-than—ex-
pected caseloads in many programs.
The proposed budget also includes
about $90 million for higher payments to
social service providers, like foster par-
ents, and grant recipients in programs
like income assistance.

According to Gardner, the budget

protects the agency’s programs for chil-
dren and mental health system reforms,
and offsets decreased spending for
institutional long—term care with in-
creased community—based long-term
care services.

With increases of more than 40 per-
cent each, Developmental Disabilities,
Medical Assistance and Juvenile Re-

One of the policy changes being pro-
posed by Gov. Gardner in order to
balance his budget for 1991-93 is to
have the interest earnings from most
government funds in the state treasury
deposited in the state general fund.
This change would add $113 million to
the state general fund during 1991-93.

This change would not increase
overall revenue for the state, ratheritis
a shift and would result in other funds
losing money. According to an OFM
representative, the governor’s proposal
is designed to “maximize the funds
available for appropriation in the gen-
eralfund.” The budget proposal restores
lostrevenue to a few programs —such
as the Basic Health Plan — that are
paid for from dedicated funds but, for
the most part, interest earnings are
treated as unobligated revenue avail-
able for appropriation.

Lots of Opposition

At arecent hearing a parade of state
and local officials testified against the
proposals and legislators asked pointed
questions of the OFM representatives.

Both state employee union and local
government representatives were
concerned thatthe change could mean
interest earned on employee contribu-
tions to their pensions would go into the
general fund.

Employees of most local govern-
ments in the state participate in the
same pension system as state employ-
ees. Because of statutory requirements
regarding pension contributions, this
could mean higher contribution rates,
said Stan Finkelstein of the Association
of Washington Cities.

One of the largest funds affected by
the shiftis the state motor vehicle fund,
accounting for $19.3 miliion or 20 per-

Budget balanced with interest transfer

cent of the shifted revenue. This fundis
dedicated to highway purposes by the
18th amendment to the state constitu-
tion and funded with gas tax and other
transportation-related fees. Rick
Wickman of the Washington State As-
sociation of Counties suggested that
taking the interest earnings from this
dedicated fund may be unconstitutional.

Consistent Policy

The proposed change “establish(es)
a consistent policy for the treatment of
interest,” said Art Wang (D-Tacoma),
chair of the House Revenue Commit-
tee. The current treatment of interest
from the approximate 230 active funds
in the state treasury was described as
a “checkerboard approach” by Mark
McLaughlin of the Treasurer's Office at
arecent Revenue Committee hearing.
The majority of the accounts retain 80
percentof the interest, withthe balance
going to the state general fund. Some
of the remaining funds keep all of their
interest earnings, while the rest retain
no interest earnings.

The bill would change the distribu-
tion of interest earnings so that interest
from nearly all of the funds and ac-
counts is deposited in the state general
fund. In addition, a new method for
funding administrative expenses of the
Treasurer’'s Office would be basedona
flat percentage of the total interest
earned by each fund or account. Cur-
rently only about 40 of the funds con-
tribute to the administrative expenses.

Legislation proposed by the Trea-
surer’s Office last session would have
established a consistent policy of hav-
ing interest follow the principal of the
fund. According to McLaughlin, this is
their preferred choice absent budget-
ary considerations.

habilitation are the DSHS programsthat
would see the greatest increase in
funding over 1989-91 under the
governor's proposal. The increase in
Medical Assistance is the result of higher
medical costs, greater use of medical
services and higher caseloads. The Ju-
venile Rehabilitation increase is prima-
rily driven by an increase in the number
of offenders. Complying with federal
regulatioris adds to the costs of Devel-
opmental Disabilities programs.

Other human resource agencies see-
ing funding increases include the De -
partment of Community Development
(DCD) and the Department of Correc-
tions (DOC). The budget includes about
$9 million in additional funding to DCD
for implementation of the governor’s
executive request legislation on growth
management and $9 million for addi-
tional early childhood education.

Much of the 22 percentincrease inthe
budget for DOC is driven by rapid in-
mate population growth.

Salaries to Increase

The largest single enhancement pro-
posed in the governor's 1991-93 bud-
get is salary increases for state workers
and employees of the K-~12 school
system, at a total estimated cost to the
state general fund of $432 million.

The individual agency budget discus-
sions above do not include the pro-
posed salary increases. The proposed
salary changes are, instead, treated as
a separate budget item since they are
normally an item negotiated during the
budget debate. The recent survey of
teacher compensation, which ranked
Washington teachers 12th in total com-
pensation, will add data to the political
debate over teacher salaries.

Under the governor’s proposal, sala-
ries for both teachers and state employ-
ees would rise 4.4 percent during the
first year of the biennium and 3.8 per-
centduring the second, and there would
be additional increases for selected job
categories experiencing recruitment and
retention problems. The across—the—
board salary increases would be on top
of comparable worth adjustments —
which are budgeted at $15 million for
1991-93 — and annual step increases.

During the 1989-91 biennium there






