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I. June Economic and Revenue Forecast                           



June 2016 Forecast Overview 

The Washington economy shows solid growth with employment rising 
in most sectors.  
 
• Employment gains and lower unemployment claims indicate a 

strengthening labor market in Washington. After increasing by 2.8% in 
2015, Washington employment is expected to increase by 2.4% in 2016.  

 
• Nominal personal income growth is expected to increase by 4.1% in 

2016, averaging 5.0% annually from 2017 through 2020.  
 
Downside risks outweigh upside risks. Risks to the baseline forecast include 
a slowing global economy, declining exports, and weak productivity growth. 
 
General Fund-State revenue forecast for the  
 
• 2015-17 Biennium has been increased by $294 million to $37.431 billion 

($38.145 billion including the Education Legacy Trust Account and 
Opportunity Pathways Account), 11.2% higher than the previous 
biennium, and  

 
• The 2017-19 forecast has been increased by $126 million to $40.252 

billion ($41.018 billion including the Education Legacy Trust Account 
and Opportunity Pathways Account), a biennial growth rate of 7.5%.   
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The June 2016 
Washington 
Forecast reflects 
expectations for 
steady employment 
gains. 
 
 
 
 



250 

300 

350 

400 

450 

500 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 

$ 
in

 B
ill

io
ns

  

2,700 

2,800 

2,900 

3,000 

3,100 

3,200 

3,300 

3,400 

3,500 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 

in
 T

ho
us

an
ds

 

Employment and Income 
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The State’s 
unemployment rate 
was 5.8% in April, 
up from 5.6% in 
April 2015.   
 
The April Seattle 
area unemployment 
rate was 4.8%. 
 
Washington 
personal income 
grew by 4.7% in 
2015, significantly 
faster than the 
national average of 
4.4%. Growth is 
expected to slow to 
4.1% (SAAR) in 
2016.  
 
 
 

• Employment is expected to grow by 2.4% in 2016. 

 

 

Source: BEA, ERFC June 2016 Forecast; historical data through 2015 

Source: ERFC June 2016 Forecast; historical data through 2015 

Washington Personal Income      

Washington Nonfarm Payroll Employment 

Forecast 

Forecast 
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Housing Sector and Inflation 

5 

 
The March Case-
Shiller home price 
index for Seattle is 
10.8% higher than a 
year ago and 48.2% 
higher than the 
November 2011 
trough. 

 

 

   

 

Source: Census, ERFC June 2016 Forecast; historical data through 2015 

• Housing permits declined slightly to 37,600 units (SAAR) in the first 
quarter from 38,000 units in the fourth quarter of 2015.  Housing permits 
are expected to increase by 0.6% in 2016.   

Washington Housing Permits 

• Seattle area consumer price inflation was reported at an annual rate of 
2.5%, above the U.S. average. Higher Seattle inflation is largely due to 
shelter costs, which increased by 5.8% over the year compared to 3.2% for 
the nation. 
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Exports declined by 
15.6% in the first 
quarter of 2016 
compared to the 
same period last 
year, likely reflecting 
the impact of a 
stronger dollar and a 
slowing global 
economy. 

 

 

   

 • Transportation equipment exports (mostly Boeing planes) for the first 
quarter 2016 decreased by 17.4% compared to the same period in 2015;  
all other exports declined by 13.0%.  

Source: WISER Trade Data; data through March 2016 

Washington Exports 
Percent Change, Year-Over-Year 



Revenue Collection Performance 
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Growth in 
seasonally adjusted 
Revenue Act 
collections has been 
strong in recent 
months, exceeding 
forecasts.  
 
 
 

 

 

   

 • Strong activity in the construction, motor vehicle, and building material  
& garden equipment sectors resulted in collections exceeding the 
February forecast for the last three months.  

• Collections from April economic activity increased by 9.5% Y-O-Y.  

*Current definition, adjusted for large payments/refunds and timing of payments 
Source: DOR, ERFC; Monthly data through June 2016 collections 

Seasonally Adjusted Revenue Act Receipts* 
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Revenue Act Revenue 3-Month Moving Average 
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B&O Tax 3-Month Moving Average 

Retail Sales Tax and B&O Receipts 
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Adjusted sales tax 
collections were up 
7.2% Y-O-Y in the 
1st quarter and 6.3% 
in the 2nd quarter 
(preliminary). 
 
Sales tax growth has 
been boosted by 
construction activity 
and auto sales.  
 
Adjusted B&O tax 
collections were up 
2.7% Y-O-Y in the 
1st quarter and 11.4% 
in the 2nd quarter 
(preliminary). 
 
Rising oil prices have 
helped B&O tax 
growth. 

 

 

   

 

Washington Retail Sales Tax Receipts* 

Washington B&O Tax Receipts* 

*Adjusted for large payments/refunds, amnesty payments and taxpayer reporting frequency change. 
Source: ERFC; Monthly data through June 2016 collections 

*Adjusted for taxpayer frequency shift, amnesty payments, and recent large refunds. 
Source: ERFC; Monthly data through June 2016 collections 
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Retail Sales Tax 3-Month Moving Average 
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REET Activity and Property Taxes 
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• REET receipts grew by 36% in 2015, due mainly to a surge in large 
sales of commercial property. In the three months since the forecast, 
receipts are exceeding the forecast by 33%. 

Seasonally Adjusted Taxable Real Estate Excise Activity 

Source: ERFC; Monthly data through June 2016 collections 

• Growth in the amount of State property tax is limited to the lesser 
of 101%, or 100% plus inflation , with an additional amount 
associated with new construction.  

• Property taxes grew by 2.3% in FY15  to $2.0 billion and are 
forecasted to grow by 2.2% in FY16. 

 

Growth in State 
property tax is 
limited by law.  
 
 
While large 
commercial property 
sales have caused 
spikes in taxable 
activity, underlying 
residential and 
smaller commercial 
sales have shown 
strong growth. 
 
Large commercial 
property sales are 
expected to decrease 
from recent elevated 
levels . 
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The June Forecast 
adds $294 million to 
General Fund-State 
revenues in the 
2015-17 Biennium 
and $126 million to 
the 2017-19 
biennium.  
 

   

 

General Fund-State Revenues* by Fiscal Year 

*General Fund-State new definition for FY 10-17 
Source: ERFC June 2016 Forecast 
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II. Legislative and Financial Update 



2016 Legislative Session 

In June 2015, the Legislature adopted an operating budget for the 2015-17 
Biennium for the General Fund, the Education Legacy Trust and the 
Opportunity Pathways Account.   
 

The enacted budget included expenditures of $38.082 billion and total 
resources (including the beginning fund balance of $910 million) of 
$38.425 billion.  
 
The budget left total reserves of $1,237 million, $343 million unrestricted 
fund balances and $894.1 million in the Budget Stabilization Account.  

 
In March 2016, the Legislature adopted a supplemental operating budget for 
the 2015-17 Biennium that made modest adjustments to expenditures, including 
an additional $191 million for mental health and appropriating $190 million 
from the Budget Stabilization Account for wildfire costs.  
 

After certain vetoes by the Governor and incorporating the June Forecast, 
the Supplemental 2015-17 Biennium Budget is projected to leave an 
ending fund balance of $1,483 million - $782 million in unrestricted 
balances and $701 million in the Budget Stabilization Account at the end 
of the Biennium.  
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The 2015 Legislative 
Session resulted in 
an operating budget 
with significant new 
investment in 
education funding 
and a transportation 
revenue package for 
infrastructure. 
 
The 2016 Legislative 
Session resulted in 
modest adjustments 
to the biennial 
budget.  
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Following the June 
Forecast, FY 2017 
year-end balances 
are expected to be 
nearly $1.5 billion, 
with $701 million in 
the Budget 
Stabilization 
Account.  
 
 

   

 

Near General Fund-State 2015-17 Budget Balance Sheet  

2015-17 Enacted Budget Balance Sheet 
General Fund-State, Education Legacy Trust, and Opportunity Pathways 

and Budget Stabilization Account 
(Dollars in Millions) 

RESOURCES 

Beginning Fund Balance   $                           1,011 

February 2016 Forecast 37,837 

June 2016 Forecast 309 
Current Revenue Totals $                          38,146 

Prior Period Adjustments $                                 41  

Enacted Transfer to Budget Stabilization Account                          (372) 

Enacted Fund Transfers/Other Resource Adjustments 202 

Total Resources (including beginning fund balance)  $                         39,028 
EXPENDITURES 

2015-17 Enacted Expenditures $                          38,453  

Assumed Reversions (207) 

Total Expenditures $                          38,246  

RESERVES 

Projected Ending Balance $                               782 

Budget Stabilization Account Beginning Balance                      513  
Transfer from General Fund and Interest Earnings                  188  
Projected Budget Stabilization Account Ending Balance $                               701  

Total Reserves (Near General Fund plus Budget Stabilization) $                            1,483  



Developments Regarding the K-12 McCleary Decision 

July 2015:  The Joint Select Committee of the Legislature reported 
to the Supreme Court that the 2015-17 Biennium Budget fulfills the 
State’s obligations under the McCleary orders, including  
 
• Fully funding the enhanced statutory formula for materials, supplies 

and operating costs in the 2015-16 school year; 
 
• Funding full implementation of all-day kindergarten in the 2016-17 

school year;  
 

• Making progress toward funding K-3 class size reductions with the 
remaining increment to be funded in the next biennial budget; 

 
• Establishing a new school construction grant program to provide State 

assistance to construct classrooms for the implementation of K-3 class 
size reduction and all-day kindergarten.  
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Supreme Court, 
2012:  “The state is 
not making ample 
provision for the 
basic education of 
Washington’s K-12 
public school 
students…” 
 
 
 
 



Developments Regarding the K-12 McCleary Decision (cont’d) 

August 2015 
• The Supreme Court fined the State $100,000 per day until it adopts a 

complete compliance plan, payable into a segregated account for  basic 
education. OFM has been accounting for this fine.  
 

• The order recognizes the 2015-17 Budget makes progress, but notes the 
State did not show how it will pay for facilities needed for all-day 
kindergarten and smaller class sizes, or how to pay for the cost of 
recruiting and retaining competent teachers, administrators and staff.  
 

• Plaintiffs suggested actions the Supreme Court should take, which the 
State has opposed on the basis that they are unconstitutional or that the 
Supreme Court lacks authorization.  
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The Supreme Court 
issued an order 
pursuant to its 
previous finding 
that held the State in 
contempt for failing 
to explain how it 
plans to fully fund 
all elements of basic 
education by 2018.  
 
 
 
 

February 2016 
• The Legislature enacted legislation to provide for independent 

consulting services to collect data on K-12 compensation and establish an 
education funding task force to report to the Legislature prior to the 2017 
legislative session. The legislation also provides for the Legislature to 
take action by the end of the 2017 legislative session to eliminate school 
district dependency on local levies for implementation of the State’s 
program of basic education.  



Developments Regarding the K-12 McCleary Decision (cont’d) 

 
May 2016 
• The Joint Select Committee issued a report to the Supreme Court stating 

that legislation complies with the Supreme Court’s requirement to 
provide a plan for legislative action on the remaining issue of funding for 
basic education and that the supplemental budgets make additional 
investments outside of the program of basic education to recruit and 
retain teachers, improve stability for homeless students, close the 
opportunity gap and fund school construction. The State argued that the 
plan was sufficient to eliminate the monetary sanction and dissolve the 
order of contempt.  

 
June 2016   
• The plaintiffs’ filed their response, and another order from the Supreme 

Court is expected during the summer of 2016.  
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Initiative 1366 

In November 2015, the voters approved an initiative to reduce the State’s 
sales tax rate from 6.5%to 5.5% effective April 15, 2016, unless the 
Legislature refers to voters a constitutional amendment requiring two-thirds 
legislative approval or voter approval to raise taxes and a majority 
legislative approval for fee increases. 
 

• Following the election, a lawsuit filed in King County Superior Court 
challenged the constitutionality of the Initiative.   
 

• On May 26, 2016, the State Supreme Court unanimously upheld the 
Superior Court decision declaring the initiative unconstitutional. 
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Initiative 1366 -
approved by the 
voters - was declared 
unconstitutional. 
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III. Transportation  



Connecting Washington 

19 

Washington has the 
2nd highest gas tax 
in the nation. 
Beginning July 1, 
2016, state MVFT 
taxes will be 49.4¢ 
per gallon.  
 
Connecting 
Washington 
includes a $5.3 
billion GO bond 
authorization, 
payable from MVFT 
and vehicle-related 
license fees. Issuance 
begins in 2017-19. 
 
 

July 2015, the Legislature passed the Connecting Washington 
revenue package.  New taxes and fees include: 
• 7¢ fuel tax increase effective August 1, 2015;  
• Additional 4.9¢ fuel tax increase effective July 1, 2016; and 
• License Fees by weight for trucks and cars increase effective July 1, 2016. 
 

Connecting Washington capital projects include: 
• SR 167/SR 509 Puget Sound Gateway ($1.9 billion); 
• SR 520 West End ($1.6 billion); 
• I-405 Renton to Lynnwood ($1.2 billion); 
• Highway system preservation ($1.2 billion); 
• US 395 North Spokane Corridor ($0.9 billion); and 
• 127 other projects ($5 billion). 
 

 



Transportation Revenues and Appropriations 
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The most recent 
forecast projects 
2015-17 revenues of 
$5.7 billion, 
including $677 
million from 
Connecting 
Washington 
revenue. 
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Connecting 
Washington projects 
are starting in the 
2015-17 Biennium, 
with limited 
construction.  

Actual and Projections as of February 2016 Forecast  



SR 520 Corridor Project 
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The new SR 520 
floating bridge 
opened to traffic in 
April 2016.  
 
 
 
 

• The new six-lane floating bridge opened to traffic in April 2016. It is 
connected to the existing four lanes in Seattle by the West Connection 
Bridge. 

• Construction is underway on the West Approach Bridge North. 
• Connecting Washington provides approximately $1.64 billion for the 

remaining SR 520 components, including a new six-lane corridor from I-
5 to the floating bridge, a new Portage Bay bridge, a complete West 
Approach Bridge, a reversible transit/HOV ramp to I-5 and two 
neighborhood connecting lids. 

 



   Traffic and Toll Revenue* Forecast  Actual Variance 
 Toll Transactions 
     FY 2015 21,882,000 22,019,770 + 0.6% 
     FY 2016 through April 18,796,000 19,005,230 + 1.1% 
 
 Gross Toll Revenues 
     FY 2015 68,995,000 69,383,209 + 0.6% 
     FY 2016 through April 61,216,000 61,460,323 + 0.4% 
 
 Net Toll Revenues 
     FY 2015 55,115,000 54,907,229 -  0.4% 
     FY 2016 through April 44,549,000 46,971,130 + 5.4% 

*FY 2015 data is compared to the November 2014 forecast and FY 2016 data is compared to the November 2015 
forecast 
 

   SR 520 Corridor Project:   
Actual Traffic and Revenue vs. Projections  
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SR 520 gross and net 
toll revenues are on 
target. 
 
 
 
 
 



Project Updates 

Bertha, the SR 99 
tunneling machine 
has resumed 
excavating. Total 
tunnel boring is now 
30 percent complete.  

Alaskan Way Viaduct 

• After a sinkhole developed in the work zone, WSDOT notified Seattle 
Tunnel Partners (STP) on January 14, 2016 to suspend tunneling until STP 
modified tunneling operations to ensure appropriate ground control. 

• The responsibility for additional costs and delays for the project will be 
addressed in accordance with the SR 99 tunnel contract and may be 
subject to litigation. It is not known how this will affect the project’s 
budget.  

• STP was given conditional permission to resume tunneling operations 
and tunneling began on April 29, 2016.  

• STP’s current schedule expects the tunnel to open in April 2018. 
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I-405 Express Lanes 

• In September 2015, seventeen miles of express toll lanes opened on I-
405 between Bellevue and Lynnwood. Toll rates adjust dynamically 
from 75 cents to $10 based on traffic congestion to keep the traffic 
moving at 45 mph or faster. As of March 18, 2016, tolls are not 
collected during weeknights (7pm-5am), weekends, and six major 
holidays.  

I-405 Express Toll 
Lanes operational in 
September 2015. 
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IV. Pension Update 



   Funded Status 

25 

 

The State administers 
13 defined benefit 
retirement plans, 3 of 
which contain hybrid 
defined benefit/defined 
contribution 
options.  The plans 
cover approximately 
540,000 State and local 
government 
employees.  
 
Funded status reports 
compare accrued 
pension liabilities 
measured using the 
Entry Age Normal 
(“EAN”) cost method 
to the Actuarial Value 
of Assets (“AVA”).  
 

 
 

As of June 30, 2015, the Actuarial Value of Assets ($71,460 million) represented 
96% of the market value of assets ($74,490 million). 
 
Retirement Funds are invested by the Washington State Investment Board. As 
of March 31, 2016, the 10-year annualized investment return on retirement 
funds was 6.12%.  
 

Funded Status on an Entry Age Normal Basis(1) 

PERS TRS SERS PSERS LEOFF WSPRS 
Total (2) 

Plan 1 Plan 2/3 Plan 1 Plan 2/3 Plan 2/3 Plan 2 Plan 1 Plan 2 Plan 1/2 

EAN Liability(3) 12,553 32,008 9,107 10,831 4,381 357 4,307 8,837 1,134 83,517 
Actuarial Value of Assets(3) 7,315 28,292 5,870 9,953 3,901 338 5,404 9,320 1,067 71,460 
Unfunded Liability(3) 5,239 3,715 3,237 879 481 19 (1,097) (483) 67 12,057 
Funded Ratio (%) 
2014 61 90 69 94 91 96 127 107 100 87 
2015(3)(4) 58 88 64 92 89 95 125 105 94 86 
(1) Liabilities have been valued using the Entry Age Normal (“EAN”) cost method at an interest rate of 7.7 percent (7.5 percent for LEOFF Plan 2) 

while assets have been valued using the actuarial value of assets. The EAN method represents each plan member’s benefits as a constant share of 
payroll throughout the member’s career; incorporates the statutorily set discount rate; and fully reflects revised demographic assumptions which 
projected improvements in mortality rates. 

(2) Assets from one plan may not be used to fund benefits for another plan. 
(3) Dollars in millions. Preliminary valuation as of June 30, 2015; final June 30, 2015 valuation expected to be published by August 31, 2016. 
(4) Actuarial assumptions changed. 

Source:  Office of the State Actuary. 



   Net Pension Liabilities 
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GASB has adopted new 
pension accounting 
standards which differ 
from those historically 
used by the State to 
represent funded status. 
 
GASB disclosures 
appear annually in the 
CAFR.  
 
The State’s share of Net 
Pension Liabilities for 
the FYE June 30, 2015,  
was reported at $1,529.7 
million. 
 
  
 
 
 
 

Based on the asset sufficiency test as of June 30, 2014 and 2015, all PERS, 
TRS, SERS, PSERS, LEOFF, and WSPRS plans are projected to have sufficient 
assets to pay current plan member benefits, so no lower, blended discount 
rate is required to value plan liabilities. This test will be performed each 
year. 
 
 

State’s Share of Net Pension Liabilities/Assets and Expenses 
(For the Fiscal Year Ended June 30, 2015) 

(in millions)  

State’s Share (%) 
State’s Share of Net 
Liability / (Asset) ($) 

State’s Share of 
Pension Expense ($) 

PERS Plan 1 42.37 2,134.2 127.2 
PERS Plans 2/3 49.27 995.9 165.7 
TRS Plan 1 0.78 22.9 1.9 
TRS Plans 2/3 0.59 1.9 1.6 
PSERS Plans 2 48.26 (7.0) 9.2 
LEOFF Plan 1 87.12 (1056.6) (134.6) 
LEOFF Plan 2 40.36 (535.6) (26.5) 
WSPRS Plans 1/2 100.00 (26.0) (5.4) 

TOTAL 1,529.70 139.1 

Source:  Washington State Comprehensive Annual Financial Reports (“CAFR”) for Fiscal Year Ended June 30, 2015. In the financial 
statements, the accounting results are measured as of June 30, 2014.  



   State Contributions to Retirement Plans 
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Approximately half of 
the State’s 
contributions for 
pensions are paid out 
of the General Fund.  
 
 
 
 
 

 
The State’s contributions to retirement plans for State employees totaled 
approximately $507.1 million in the FY 2015 vs. $506.6 million in FY 2014.  
 
In the adopted 2015-17 Biennium Budget, total State pension contributions 
for State employees, for the LEOFF Plan and towards higher education 
administered plans is estimated to be $1.45 billion, an estimated $162 
million higher than in the 2013-15 Biennium.  
 
In addition, the State has budgeted approximately $1.22 billion in the 2015-
17 Biennium for K-12 employees, an increase of approximately $345 million 
from the 2013-15 Biennium.  
 
For the two largest plans the employer contribution rates are 11.18% (PERS) 
and 13.13% (TRS) and employee rates are 5.95-6.12%.  
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V. Investments and Fund Balances 
 



Treasury/ Trust Fund Balances 

29 

The State has strong 
cash management 
policies and sound 
liquidity.  

 
 
 

Treasury/Trust  Month Ending Balances 
   July 2005 through May 2016        

Treasury/Trust  Month Ending Balances 
   July 2011 through May 2016        
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Investment Practices are Conservative 
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The State maintains 
conservative 
investment practices 
and policies.  
 
 

Average Daily Balances by Security Class 

  May 2016   June 2015 – May 2016* 

Treasury and Treasurer's Trust Funds ($ in Thousands)  (%)    ($ in Thousands)  (%) 
U.S. Agency            2,198,498         43.9                2,150,624         45.3 
U.S. Treasury            1,073,964         21.4                 1,215,747         25.6 
Repurchase Agreements                       --           --                           --           --  
Bank Deposits                       730           0.0                     15,503            0.3 
LGIP Deposit             1,586,058         31.7                1,211,599         25.5 
Certificates of Deposit               150,554           3.0                   149,612           3.2    

          
           5,009,804          100               4,743,085     100 

Weighted Average Maturity:     513 days   

LGIP  ($ in Thousands)  (%)    ($ in Thousands)  (%)  
U.S. Agency            5,272,451         41.3                 4,576,818         44.3  
U.S. Treasury            1,944,485          15.2                 1,310,363            12.7  
Repurchase Agreements            4,486,947         35.2                 3,428,523          33.2  
Interest Bearing Bank Accounts               988,088           7.7                   950,090            9.2  
Certificates of Deposit                 72,320            0.6                      70,111            0.7  

            12,764,291          100               10,335,905 100 
Weighted Average Maturity: 39 days   
        

            
* Average Balance           

Source: Office of the State Treasurer 
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VI. Debt Issuance Plans 
 



Forward Calendar 
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The Office of the 
State Treasurer’s 
plans for sales of 
general obligation 
bonds. Refundings 
will be executed as 
market conditions 
permit. 
 
 

Estimated Debt Issuance  
 

June 2016 
Various Purpose GO $ 401,000,000  

GO Taxable $ 105,000,000 

Various Purpose GO Refunding $ 539,000,000 

MVFT  GO Refunding  $ 275,000,000 

Total $ 1,320,000,000 

August 2016 COP State and Local New Money / Refunding $ 70,000,000 

Fall 2016 MVFT GO $ 170,000,000 
MVFT GO Triple Pledge $ 110,000,000 

Total $ 280,000,000 

October 2016 COP State New Money $ 54,200,000 

First Quarter of 2017 Various Purpose GO  $ 400,000,000 

          
Estimates as of June 14, 2016.  

Source:  Office of the State Treasurer.  
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