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Budget Summary 

A D M I N I S T R A T I O N  
 

  GF - State GF - State  
  FY 04 FY 05  

Obj Title Allotment Allotment Total 
     
  FTE               8.20               8.20  

   

A Salaries        658,284        658,284      1,316,568 

B Benefits        111,704         121,333         233,037 

C Contracts          60,650           60,650         121,300 

E Goods & Services 401,465 401,465 802,930 

G Travel            8,000             8,000           16,000 

J Capital Outlays 720 720 1440

N Grants 

S Inter-Agency Reimb.          (60,650)           (60,650)        (121,300)

T Intra-Agency Reimb. 

 TOTAL     1,180,173      1,190,802      2,370,975 

 

B U D G E T  
 

  GF - State GF - State  
  FY 04 FY 05  

Obj Title Allotment Allotment Total 
     
  FTE             34.50             34.50 

  

A Salaries     2,431,404      2,431,404      4,862,808 

B Benefits        437,345         474,158         911,503 

C Contracts                     -

E Goods & Services 44,500 44,500 89,000 

G Travel          13,800           13,800           27,600 

J Capital Outlays 3,480 3,480 6,960

N Grants                     -

S Inter-Agency Reimb.                     -

T Intra-Agency Reimb.                     -

 TOTAL     2,930,529      2,967,342      5,897,871 



 

I N F O R M A T I O N  S E R V I C E S  
 
   GF - State GF - State   Fund 419 Fund 419  

   FY 04 FY 05   FY 04 FY 05  
Obj Title  Allotment Allotment Total  Allotment Allotment Total 

          
  FTE               26.35               26.35             9.00           9.00  

          

A Salaries       1,530,006      1,590,547 3,120,553   541,251    548,120   1,089,371 

B Benefits          302,025         323,119 625,144   105,365    115,394      220,759 

C Contracts                  -                   -

E Goods & Services  386,761 580,500 967,261 15,300  15,300 30,600 

G Travel            10,500            10,500 21,000       2,000        2,000          4,000 

J Capital Outlays  142,188 167,436 309,624  

N Grants                    -                    -                -                   -

S Inter-Agency Reimb.                    -                    -                -                   -

T Intra-Agency Reimb.                    -                    -                -                   -

 TOTAL       2,371,480      2,672,102 5,043,582   663,916    680,814   1,344,730 

 
A C C O U N T I N G  A N D  A D M I N I S T R A T I V E  S E R V I C E S  
 
   GF - State GF - State  

   FY 04 FY 05  
Obj Title  Allotment Allotment Total 

      
  FTE               14.45               14.45   

      

A Salaries          800,366         763,732     1,564,098 

B Benefits          165,250         179,318        344,568 

C Contracts          106,000         106,000        212,000 

E Goods & Services  51,550 17,450 69,000

G Travel              8,200             8,200          16,400 

J Capital Outlays  8,972 8,972

N Grants                      -

S Inter-Agency Reimb.         (927,500)         (927,500)     (1,855,000)

T Intra-Agency Reimb.          232,500         250,500        483,000 

 TOTAL          436,366         400,672        837,038 



S T A T E W I D E  A C C O U N T I N G  
 
   GF - State GF - State   Fund 419 Fund 419  

  FY 04 FY 05   FY 04 FY 05  
Obj Title Allotment Allotment Total  Allotment Allotment Total 

         
  FTE               14.20               14.20             4.80           4.80  
          

A Salaries          840,885         843,078     1,683,963    223,800    223,800 447,600 

B Benefits          172,050         172,594        344,644      49,862      54,940 104,802 

C Contracts            35,000           35,000          70,000                   -

E Goods & Services  15,000 15,000 30,000 10,200  10,200 20,400

G Travel              6,000             6,000           12,000        5,000        5,000 10,000 

J Capital Outlays  2,500 2,500 5,000

N Grants                      -                   -

S Inter-Agency Reimb.                      -                   -

T Intra-Agency Reimb.                      -                   -

 TOTAL       1,068,935      1,071,672     2,140,607    291,362    296,454 587,816 
          
This program also has $25,000 in the second fiscal year of the biennium in the Auditing Services Revolving Fund. 
 

F O R E C A S T I N G  
 
   GF - State GF - State   GF - Fed. GF - Fed.  

  FY 04 FY 05   FY 04 FY 05  
Obj Title Allotment Allotment Total  Allotment Allotment Total 

         
  FTE               17.80               17.80             0.50           0.50  
          

A Salaries       1,229,088      1,234,088     2,463,176     43,072      42,552 85,624 

B Benefits          223,196         242,656        465,852       6,928        7,448 14,376 

C Contracts  308,820 292,000    600,820                   -

E Goods & Services  44,430 27,750 72,180     

G Travel            12,000           12,000          24,000                   -

J Capital Outlays  33,810 30,485 64,296  

N Grants - WASPC            85,000           85,000        170,000                   -

S Inter-Agency Reimb.                      -                   -

T Intra-Agency Reimb.                      -                   -

 TOTAL       1,986,344      1,973,979     3,960,323     50,000      50,000 100,000 
          
This program also has $242,000 for the biennium in the Violence Reduction/Drug Reduction fund.  



 

M A N A G E M E N T  
 

  GF - State GF - State   
  FY 04 FY 05   

Obj Title Allotment Allotment Total  
      

  FTE             15.75             15.75   

    

A Salaries        878,152         854,112      1,732,264  

B Benefits        180,900         195,168         376,068  

C Contracts   

E Goods & Services 1,637,275 1,607,456 3,244,731   

G Travel            6,000             6,000           12,000  

J Capital Outlays 16,618 3,000 19,618  

N Grants                     -  

S Inter-Agency Reimb.          (101,450)           (101,936)        (203,386)  

T Intra-Agency Reimb.     (2,303,803)      (2,457,873)     (4,761,676)  

 TOTAL        313,692         105,927        419,619  

 

L A B O R  R E L A T I O N S  
 

  Fund 436 Fund 436   
  FY 04 FY 05   

Obj Title Allotment Allotment Total  
      

  FTE             11.48             11.48   

    

A Salaries        880,724         910,724      1,791,448  

B Benefits        163,931         220,931         384,862  

C Contracts        100,000         100,000         200,000  

E Goods & Services 37,100 26,600 63,700  

G Travel          20,000           25,000           45,000  

J Capital Outlays 5,000 2,500 7,500  

N Grants                     -  

S Inter-Agency Reimb.                     -  

T Intra-Agency Reimb.        260,157         280,371         540,528  

 TOTAL     1,466,912      1,566,126      3,033,038  



 
R I S K  M A N A G E M E N T  
 

  Fund 546 Fund 546   
  FY 04 FY 05   

Obj Title Allotment Allotment Total  
      

  FTE             18.26             18.26   

    

A Salaries     1,028,276      1,035,352      2,063,628  

B Benefits        224,344         247,580         471,924  

C Contracts          40,000           40,000           80,000  

E Goods & Services 8,783,184 8,782,264 17,565,448  

G Travel          35,000           35,000           70,000  

J Capital Outlays   

N Grants                     -  

S Inter-Agency Reimb.                     -  

T Intra-Agency Reimb.        275,000         275,000         550,000  

 TOTAL   10,418,988    10,448,180    20,867,168  

 

S T A T E W I D E  F I N A N C I A L  S Y S T E M S  
 

  Fund 419 Fund 419   
  FY 04 FY 05   

Obj Title Allotment Allotment Total  
      

  FTE             52.00             52.00   

    

A Salaries     3,174,198      3,196,299      6,370,497  

B Benefits        611,631         668,252      1,279,883  

C Contracts        300,000         292,000         592,000  

E Goods & Services 2,954,304 3,043,400 5,997,704  

G Travel          20,000           20,000           40,000  

J Capital Outlays 510,173 211,827 722,000  

N Grants                     -  

S Inter-Agency Reimb.                   -                    -                   -  

T Intra-Agency Reimb.     1,491,146      1,607,002      3,098,148  

 TOTAL     9,061,452      9,038,780    18,100,232  
  



Note: Shaded positions report 
directly to agency director. 



 
OFM Management Team – Brief Bio-sketch 
Marty Brown, Director 
Agency Director since November, 1999; Previously Governor's Deputy Chief of Staff and Legislative Director; Former 
Secretary of the State Senate, Senate Legal Counsel, Staff Director, Caucus and Committee Attorney; Juris Doctorate, 
University of Puget Sound, 1979; and Bachelor of General Studies, University of Iowa, 1974. 

Linda Hamilton, Executive Assistant to the Director 
Promoted from Assistant to the Assistant Director for Budget, to the Deputy Director and now the Director, Linda provides 
executive-level leadership and support to the Director, management, and front office. Previously, she served as Senior 
Legislative Assistant to House Appropriations, and Courtroom Clerk in Thurston District Court.   

Wolfgang Opitz, PhD, Deputy Director 
BA from University of Washington and PhD from University of Texas.  Previously, research scientist with Battelle 
Institute;  joined OFM forecasting to analyze population, health care costs, and impacts of industries; was Budget Director 
for DSHS’s $10 billion biennial budget; returned to OFM as Senior Budget Assistant for Education and then Deputy 
Director since July 2000. 

Anita Wieland, Executive Assistant to the Deputy Director  (job share) 
Since 1999, Anita has provided administrative support, particularly writing and editing assistance, to OFM’s Director, 
Deputy Director, Budget Director, and Budget Analysts.  She worked previously as a writer/editor in the Governor's 
Office, editorial assistant, and substitute teacher.  She holds a B.A. in English from the University of Washington. 

Liz Mattos, Executive Assistant to OFM Deputy Director (job share) 
Provides administrative support to the Director’s Office and Budget Division at OFM.  Duties include writing and editing 
correspondence and other documents, responding to constituent inquiries, and handling incoming and outgoing 
correspondence.  Liz previously served as executive assistant to Governor Locke and worked for 17 years in the Senate, 
mostly in leadership offices. 

Gary Robinson, Senior Assistant Director Forecasting, Contracts, and Risk Management Division 
Manages division and represents OFM on the Sentencing Guidelines Commission, the Information Services Board, and the 
Public Employees' Benefits Board. Gary previously served on the staff of the Washington State House of Representatives, 
Senate, and Parks and Recreation Commission. 

Candace Espeseth, Assistant Director Budget Division 
Undergraduate degrees from the University of Washington, and an MPA from the University of Puget Sound.   Candace 
has worked at various levels in OFM Budget Division, including analyst in human services; coordinator in natural 
resources, transportation, general government and operations; and her current position as Assistant Director. 

Nick Pender, Assistant Director Information Services and Facilities 
Began career in information technology at OFM in 1987.  Started as an applications developer, in 1996 began management 
career at OFM when chosen to manage the Applications Development Unit.  Nick was appointed to the position of 
Assistant Director for Information Services and Facilities in 2002.   

Sadie Hawkins, Assistant Director Accounting Division 
Began state service in June 1987 as a Governor’s Intern in OFM.  Assistant Director of the Accounting Division since Oct. 
1997.  Served as Chair of the Governor’s Interagency Committee of State Employed Women, Governor’s Distinguished 
Manager’s Assn., and currently, the Benchmarking Committee for the National Association of State Comptrollers.  Holds 
BA and Masters Degrees from St. Martin’s College and MDiv from Seattle University. 

Roselyn Marcus, Director of Legal Affairs 
Provide legal interpretations, bill writing and analysis, contract review, litigation assistance and other advice as requested.  
Former Army JAG, Washington State Assistant Attorney General, General Counsel Texas Racing Commission and DIS 



Contracts and Legal Affairs Manager, specializing in technology contracting. Licensed to practice law in New York, Texas 
and Washington. 

Ed Penhale, Communications Director 
OFM Communications Director since 1998. Previously Acting Press Secretary for the Governor and Communications 
Director for Locke re-election campaign. Was Olympia Bureau Chief for the Seattle P-I prior to joining state government.  
At OFM, develops and executes wide variety of communications strategies that explain and promote the governor's budget 
and policy objectives to the public and news media.  Also oversees special projects such as communications for state 
personnel reform.  

Jim Hedrick, Legislative Director 
Legislative Director since January, 2001; Previously Governor’s Acting Legislative Affairs Director, June, 2000; OFM 
Senior Policy Advisor, September, 1998-2000; Legislative Liaison, Department of Revenue 1996-1998; Research Analyst 
House of Representatives caucus staff 1990-1996; Governor’s Distinguished Management Leadership Award, 2004; 
Bachelor of Arts, Political Science, University of Washington, 1989.  

Dan Myers, Employee Services Manager 
Manages Employee Services Unit and provides comprehensive human resources program including personnel policy, 
recruitment, selection, classification, pay, employee relations, etc.  Previously, worked for 12 years at DSHS as a personnel 
manager and provided personnel consulting services to headquarters programs for 900 employees.  Served 4 years in the 
US Navy as a personnel officer. 

Joyce Turner, Executive Policy Analyst 
Since 1999, had diverse assignments including acting Deputy Director at DIS, implementing Labor Relations Office, 
completion of special studies, process improvements and management consulting.  Previously, Special Assistant for 
Management Services; Director, Government Operations, Higher Education Policy Assistant for Governors Office; 
Consultant for Northwest Strategies; Director, District Relations in Legislature and Legislative Assistant for Congress.   

Irv Lefberg, PhD, Chief of Forecasting 
For the past 20 years, held management positions in state government involving data management, research, and 
forecasting (economics, revenue, caseloads, expenditures, and expenditure limits). Before joining state government in 
1980, Dr. Lefberg was a member of the UW faculty.  He received his Ph.D. from MIT in 1977. 

Ken Miller, Director WorkFirst Performance Team 
Selected by the Governor to oversee the planning and implementation of WorkFirst, coordinated the work of four state 
agencies, resulting in a 44% decline in welfare caseload and more than 140,000 families leaving and staying off.  
Previously, Ken served as Director of Policy/Finance for Oregon Human Services and Chief Financial Officer of DSHS.   

Eva Santos, Director of Labor Relations 
Served as the Deputy Director for 18 months when appointed to Director.  Previously, 17 years with the Department of 
Labor & Industries in administrative/management positions, most recently as Deputy Director for Operations.  Was 
Human Resource Manager of Tacoma Boat. Twenty-plus years of private and public sector management and labor 
relations experience. 

Aaron Butcher, CPA – Financial Manager 
Manage/direct the fiscal activities for OFM and Governor’s Office, including budget development, allotment 
forecasting/monitoring, legislative bill analysis/fiscal note preparation, federal grant oversight, accounts payables and 
receivables, payroll, and audit liaison with state and federal auditors.  Previously, served as the Cash Management 
Manager for DSHS and as an Assistant State Audit Manager with SAO. 



 

Statutory Authority 
 
Chapter 43.41 establishes the Office of Financial Management (OFM) as a division of the Office of the Governor.    

RCW 43.41.030 identifies the strategic role of OFM 

RCW43.41.110 outlines the general powers and duties: The office of financial management shall: 
 
(1) Provide technical assistance to the governor and the legislature in identifying needs and in planning to meet 
those needs through state programs and the budget. 

(2) Perform the comprehensive planning functions and processes necessary for state program planning and 
development, preparation of the budget, inter-departmental and inter-governmental coordination and cooperation, 
and determination of state capital improvement requirements. 

(3) Provide assistance and coordination to state agencies and departments in their preparation of plans and 
programs. 

(4) Provide general coordination and review of plans in functional areas of state government for the receipt of 
federal or state funds. 

(5) Participate with other states or subdivisions in interstate planning. 

(6) Encourage educational and research programs that further planning and provide administrative and technical 
services thereof. 

(7) Carry out the provisions of RCW 43.62.010 through 43.62.050 relating to the state census. 

(8) Carry out the provisions of this chapter and chapter 4.92 RCW relating to risk management. 

(9) Be the official state participant in the federal-state cooperative program for local population estimates and as 
such certify all city and county special censuses to be considered in the allocation of state and federal revenues. 

(10) Be the official state center for processing and dissemination of federal decennial or quindecennial census data. 

(11) Be the official state agency certifying annexations, incorporations, or disincorporations to the United States 
bureau of the census. 

(12) Review all United States bureau of the census population estimates used for federal revenue sharing purposes 
and provide a liaison for local governments with the United States bureau of the census in adjusting or correcting 
revenue sharing population estimates. 

(13) Provide fiscal notes of proposed legislation in accordance with chapter 43.88A RCW. 

(14) Be the official state agency to estimate and manage the cash flow of all public funds as provided in chapter 
43.88 RCW.  

RCW 43.88 –- Establishes an effective state budgeting, accounting, and reporting system for all activities of the 
state government. 
 
RCW 39.29 - Establishes open competition for personal service contracts entered into by state agencies and 
provides for review by OFM, centralization of the contracts, and proper accounting.    
 

http://www.leg.wa.gov/RCW/index.cfm?section=43.41.&fuseaction=section
http://www.leg.wa.gov/RCW/index.cfm?section=43.41.030&fuseaction=section
http://www.leg.wa.gov/RCW/index.cfm?section=43.41.110&fuseaction=section
http://search.leg.wa.gov/wslrcw/RCW  43  TITLE/RCW  43 . 62  CHAPTER/RCW  43 . 62 .010.htm
http://search.leg.wa.gov/wslrcw/RCW  43  TITLE/RCW  43 . 62  CHAPTER/RCW  43 . 62 .050.htm
http://search.leg.wa.gov/wslrcw/RCW   4  TITLE/RCW   4 . 92  CHAPTER/RCW   4 . 92  chapter.htm
http://search.leg.wa.gov/wslrcw/RCW  43  TITLE/RCW  43 . 88A CHAPTER/RCW  43 . 88A chapter.htm
http://search.leg.wa.gov/wslrcw/RCW  43  TITLE/RCW  43 . 88  CHAPTER/RCW  43 . 88  chapter.htm
http://www.leg.wa.gov/RCW/index.cfm?section=43.88&fuseaction=section
http://www.leg.wa.gov/RCW/index.cfm?section=39.29&fuseaction=section


RCW 43.88.160  Directs the governor, through the director of financial management, establish a complete 
accounting system for each agency.  
(1)Establishes requirements for the accounting system and allows the director to request information from 
the agencies.  
(2) Requires quarterly reporting by the director to the legislature of the primary budget drivers except as 
provided in chapter 43.88C RCW,  
(3) Requires an annual report to the appropriate legislative committees regarding the status of all 
appropriated capital projects, including transportation projects.  
(4) Directs the director of financial management, as agent of the governor, to: 
 
(a) Develop and maintain a system of internal controls and internal audits. 
 
(b) Perform analysis of agencies for efficiencies and effectiveness; and authorizes expenditures for employee 
training.  
 
(c) Establish policies for allowing the contracting of child care services; 
 
(d) Report to the governor with regard to duplication of effort or lack of coordination among agencies; 
 
(e) Review any pay and classification plans, and changes developed by any agency for their fiscal impact. 
  
(f) Fix the number and classes of positions or authorized employee years of employment for each agency  
 
(g) Adopt rules to implement this section. 
 
RCW 43.62.050 Higher Education Budget Forecasts 
  
RCW 10.98.140 Jail Felony Forecasts 
 

http://www.leg.wa.gov/RCW/index.cfm?section=43.88.160&fuseaction=section
http://search.leg.wa.gov/wslrcw/RCW  43  TITLE/RCW  43 . 88C CHAPTER/RCW  43 . 88C chapter.htm
http://www.leg.wa.gov/RCW/index.cfm?section=43.62.050&fuseaction=section
http://www.leg.wa.gov/RCW/index.cfm?section=10.98.140&fuseaction=section


 

Major Partners, Suppliers, and Customers

As a part of the Governor’s office, a central service agency and a data supplier, OFM serves a variety of customers.  
OFM is a resource to the public, the Legislature, federal and local governments, various organizations and businesses, 
and the Governor by providing factual fiscal information and data.  Nearly every group that has an interest in state 
government is a constituent of OFM.  

Partners, 
Customers, 

and Suppliers 
Expectations Projects/Documents 

The Governor The Governor is our major partner and has an 
expectation of senior staff support, reliable forecasts 
and data, policy and budget recommendations, strong 
fiscal controls and management, and fair labor 
agreements. 

Biennial budget and supporting documents 
Caseload and Revenue Forecasts 
Policy analysis and recommendations 
Enrolled bill analysis and 
recommendations 
Six year outlook 
Spring preview 

State Agencies State agencies are both customers and suppliers and 
have an expectation that OFM will be fair and 
responsive, helpful in providing assistance and advice, 
able to represent the agencies’ best interests, and at the 
same time recognizing that we are also regulators and 
need accurate, timely financial data from them. OFM is 
expected to provide modern, effective systems to state 
agencies to assist them in meeting their management 
and accountability responsibilities. 

Allotment Instructions, Budget 
Instructions, Statewide Administrative and 
Accounting Manual, Statewide Audit 
Resolution Report, Statewide Financial 
Systems, Represented employee contracts, 
loss prevention and risk management 
representation, Budget, Accounting and 
Payroll services to small agencies, 
Forecasts of fees and other revenue 

The Legislature The Legislature is both a partner and a customer and 
has an expectation that OFM is going to provide them 
with timely, accurate fiscal information and data to 
enable them to pass a balanced budget, and legislation.  

Budget information 
Caseload and revenue forecasts 
Accurate data and financial information 
Fiscal notes 
Policy analysis 
Sixyear outlook 
Spring preview 
Personnel Detail Report 

Local 
Governments 

Local Governments are customers of OFM and rely on 
the information and population data to qualify for 
resources and make determinations for their own 
budgets.  

Washington State Data Book 
Forecast reports 
City and town official population 
estimates 

Federal 
Government 

The Federal Government is both a customer and a 
supplier.  They supply OFM both with data and 
ultimately, dollars based upon the data.  In turn, the 
federal government relies upon OFM to provide them 
with an accurate accounting of those dollars. 

Comprehensive Annual Financial Report 
(CAFR), Federal Single Audit Report.  
Treasury State Agreement and CMIA 
Report;  Census Bureau:  Quarterly 
Revenue Report, Single Audit Report, 
Demographic Reports to US Census 
Bureau  

Media  The media is a customer of OFM and has an 
expectation of timely, accurate information. 

 

Public The public is a customer of OFM and they have an 
expectation of reliable, accurate information. 

 



External Environmental Scan 
 
Economic Context  
During the 2005-07 Biennium, the Washington economy is expected to grow at a moderate pace, with 
employment increasing by almost 2.0 percent annually, adding about 109,000 jobs to the state’s economy.  
Washington personal income is forecast to grow by 5.4 percent in FY 2006 and 6.4 percent in FY 2007, the 
fastest growth since FY 2000, but only about “average” compared with long-term economic growth.  The 
impetus for growth next biennium is (1) continued recovery in the US economy; (2) solid growth in the 
state’s aerospace sector (about 6.5 percent annually); and (3) strong growth in the machinery and electrical 
equipment sectors (7.0 percent annual growth).  Among non-manufacturing industries, software publishing is 
expected to also grow at a solid annual rate of 5.2 percent. The absence of a strong, identifiable “engine of 
economic growth” that could generate much higher state personal income growth, results in an “average 
growth” forecast for the next two biennia.  

Downside Risks to the Outlook: Several factors could contribute to weaker economic growth in 
Washington: (1) The recent, extremely rapid increase in home sales, home prices, and real estate excise tax 
collections is not sustainable, the real estate market could decline sooner than expected; (2) continued 
weakness in the air travel industry due to low demand, high labor and fuel costs, and renewed terrorist 
threats could lead to lower demand for commercial aircraft and reduce Boeing orders; and (3) the Federal 
Reserve could raise interest rates too quickly, choking business investment and real estate activity.  

Upside Potential: However, there are several reasons for a more optimistic outlook: (1) The economies of 
developing and industrialized countries could grow faster than expected; (2) the expected slowdown in the 
housing sector may be delayed; and (3) as businesses see that the economy is on firm footing, they may 
spend more on equipment and software than expected. 

Engines of Growth: Future economic drivers of the Washington economy in the near term are likely to be 
the “traditional” drivers, including aerospace and software publishing.  In anticipation of stronger demand 
for commercial aircraft and Boeing’s preparation to produce its new 7E7 aircraft, aerospace employment is 
expected to accelerate in FY 2006 and FY 2007.  However, growth for the remainder of the decade will be 
limited.  New 7E7 work is expected to stabilize aerospace employment and offset job losses in other Boeing 
business lines.  Including multiplier effects, new 7E7 work will help retain thousands of jobs, but it is not 
predicted to result in strong employment growth for the industry in the second half of the decade. 

Revenue Implications: The General Fund revenue outlook mirrors economic trends.  Actual revenue 
collections and forecasts for the current and next biennium reflect the slow economic recovery.  Baseline 
revenue in the six-year outlook (adjusted for legislative changes) is expected to grow about 4.0 percent 
annually in the current biennium and about 4.5 percent per year for the 2005-07 Biennium.  Annual revenue 
growth of 5.0 percent is expected for the 2007-09 Biennium.  This corresponds to 6.0 percent annual 
personal income growth, about the same as in the 2005-07 Biennium, reflecting the continuation of 
“average” economic growth.  However, “revenue elasticity” – the rate of revenue growth relative to income 
growth – is expected to be slightly lower than the historical average due to:  

 The continuing shift of consumer spending from taxable retail sales to services; 
 A voter approved initiative that has slowed general fund property tax growth;  
 Another voter approved measure which eliminated a rapidly growing revenue source – the motor 

vehicle excise tax; and 
 Internet sales, which could further slow state sales tax collections.  

 
For more information on the six-year outlook, please go to ofm.wa.gov/fiscal/outlook.

http://www.ofm.wa.gov/fiscal/outlook/index.htm


Altogether, medium-term population pressures are high in Long-Term Care and Higher Education, 
but low for other major state government programs. 

Projected Change in Budget Driver Populations 
2003-2007 
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OFM Forecasting Division October 2004 

Among the populations that receive a high proportion of state government services, the age 85-and-over 
population (long-term care) and the age 17 to 29 population (higher education) populations are projected to 
grow rapidly through the next two biennia.  The school-age population is expected to grow slowly.  K-12 
public education is 44 percent of the GF-S budget. 

Policy factors have been a driver of Medical Assistance caseloads. 

Medical Assistance Caseload 
And Total Population (with Forecast) 

0

500,000

1,000,000

1,500,000

2,000,000

1970 1980 1990 2000 2010 2020 2030
0

2,500,000

5,000,000

7,500,000

10,000,000
forecast

Total
PopulationCaseload

Total Population
1980-2003 

Growth: 48%

Medical Assistance 
Caseload
1980-2003 

Growth: 228%

 
OFM Forecasting Division October 2004 



 

Significant policy changes that have impacted the Medical Assistance caseload include: 

• July 1988: First Steps expansion for children and pregnant women. 
• July 1994: Expansion to 200% federal poverty level (FPL) for children. 
• August 1996-August 1997: Unintentional drop in AFDC/TANF-related component as a result of 

Welfare Reform. 
• August 1999: TANF redetermination and reinstatement. 
• April 2003 (and following): Changes in eligibility determination process. 

Per capita health care costs are surging again.   

Percent Change in Employer Medical Costs 
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• Health care, including employee health insurance and medical assistance, is over 20 percent of the 
General Fund budget. 

• Except for a brief period in the mid-1990s, per capita health care costs have grown much faster than 
general inflation, as measured by the Implicit Price Deflator (IPD) for personal consumption and the 
Consumer Price Index (CPI). 

• The decrease in growth in employer medical costs per employee between 2002 and 2003 was due largely 
to an increase in the share of health insurance costs paid by employees. 

• The size of the health care budget, combined with rapid growth in per capita health care costs, make this 
a prime source of pressure on spending. 

 



 
Strategic Plan 
 
OFM’S MISSION:  To provide vital information, fiscal services and policy support that the 
Governor, Legislature and state agencies need to serve the people of Washington State.   

The Office of Financial Management (OFM) plays a critical and distinctive role in state government as a 
staff agency, and as a division of the Office of the Governor.  OFM is responsible for ensuring the 
development of sound polices, innovative solutions, and efficient and effective management principles for all 
of state government. These duties and responsibilities are designed to assist and promote a vision of better 
information, better decisions, and better government by providing the support and resources state agencies 
need to achieve results. 

GOAL ONE:  Assist the Governor in developing and implementing budget and policy 
initiatives that benefit the people of Washington 
Much progress has been made toward a results-based budgeting approach – the Priorities of Government 
(POG).  As this effort continues to evolve, there is a need to upgrade or replace capital budget tools and to 
develop appropriate evaluation tools that will help staff and agencies analyze performance and efficiencies.  
It also is important to expand our collaborative relationship with legislative staff and to consider options for 
more public participation and feedback to the POG process.  This includes more effective communication of 
budget priorities. 

The transition to a new administration in January 2005 is expected to impact agency resources and the 
workload of agency staff.  Agency staff recognize, appreciate, and are committed to their very important role 
of assisting a new administration to be successful leaders in state government.  To this end, resources are 
being assigned to successfully manage the transition and to ensure that OFM remains flexible and adaptable 
in the face of this change.  

 Integrate fiscal, managerial and policy systems to more cohesively reflect OFM’s central management role. 

 Lead an effective transition to the next administration. 

 Advance the POG budgeting approach to government by changing statewide systems as needed to 
support this results-oriented approach, and by examining and developing evaluation tools needed for 
the POG process. 

GOAL TWO:  Improve our effectiveness in helping state agencies succeed in meeting their 
goals and fulfilling their responsibilities. 
Budget and accounting analysts cite lack of adequately trained state financial managers as a key risk factor 
affecting the state's financial health.  In the last several years, a number of agencies had difficulties in 
meeting some basic information requirements of the financial management cycle.  It is imperative that the 
state employs and trains a talented corps of finance specialists to ensure the state has effective and 
responsible financial management. 

In total, over the past three fiscal years, the state paid out a total of $159 million in risk management claims.  
For the first quarter of 2004, claims payments already amount to $17 million.  In its new role as 
administrator of the state’s risk management program, OFM must work toward maximizing efficient use of 
limited state resources by improving integration of risk-management principles into the daily administrative 
practices and decision-making processes of state government. 

The Labor Relations Office (LRO) was established to manage the collective bargaining process with union-
represented state employees on behalf of the Governor, as established in the Personnel System Reform Act 
of 2002.  The LRO is breaking new ground in the state’s relationship with employee unions and the agreed to 



labor agreements could have far-reaching impacts not only on the budget, but also on a variety of workplace 
issues.  

 Establish the standards necessary to assist and guide state agencies in successfully meeting OFM’s 
sound financial management principles. 

 Provide guidance and systems that will align and improve the management, performance, 
accountability, and effectiveness of the state’s financial and administrative services, with an emphasis 
on risk management and labor relations. 

 Maximize the return on the state’s investment in enterprise-wide systems.   

GOAL THREE:  Ensure the integrity of information provided by OFM to government agencies, 
the Legislature, and the general public. 
Much has been achieved in improving the accuracy, objectivity, timeliness and usefulness of data and 
information provided by OFM.  The POG approach to budgeting, wider dissemination of the six-year fiscal 
outlook for state government, early efforts to define the state’s fiscal crisis and a new quarterly fiscal report 
have improved confidence in state government, and in the information it provides to the Legislature and 
public. OFM has also made great strides in making its budget, accounting, policy, and forecasting 
information available electronically via the Internet for its many customers: state agencies, local 
government,and the public.  Making data even more available and understandable to both the expert 
practitioner and the citizens of our state can further enhance the quality and reliability of OFM information.  
Effort also needs to be focused on improving our analytical tools to ensure consistency, user friendliness, and 
integration and synchronization of all data systems. 

 Provide easy, timely access to valuable and reliable information. 

 Improve the research, analytical and customer service skills of staff. 

GOAL FOUR:  Create a culture within OFM that is supportive, constructive and safe for our 
own employees. 
Results of recent employee surveys showed that OFM employees generally feel safe and supported by their 
agency.  However, the change to a new administration and reform of the state personnel system creates 
anxieties.  

 Emphasize and promote leadership, effective management systems, and practices that provide the 
necessary resources, tools, and training for all employees.  Emphasize and recognize the value and 
importance of management responsibilities, and ensure that individual employee performance can be 
linked to the organization’s vision, mission, goals, and strategies. 

 Ensure successful implementation of the Personnel System Reform Act within OFM. 

 Provide conscious management and implementation of the strategic plan to ensure effective 
communication, ongoing review, monitoring, and measurements of success. 



 
Strengths 

The Office of Financial Management is the state’s central operating agency.  Chief among its strengths are 
the fact that OFM is part of the Governor’s Office, as well as OFM’s unique, comprehensive view and 
knowledge of state operations. 

 Management of Washington State government has been nationally recognized, winning highest 
grades in Governing Magazine’s review of state government performance and seventeen years 
successive top honors for the Comprehensive Annual Financial Report. 

 The news media, Legislature, citizens, business organizations and advocacy groups respect and rely 
on the integrity and accuracy of information and data from OFM. 

 OFM staff are experienced, take their responsibilities seriously and work hard.  They use both 
institutional knowledge and a sense of purpose to improve the government in addressing crises, 
opportunities, and long-term issues.  They have the ability and flexibility to take initiative and get the 
job done.  They operate across all agency lines, generally free of bureaucracy and with the authority 
of the Governor’s Office. 

 OFM employees and managers have a strategic and enterprise perspective on budget, policy and 
financial operations that is effective in the legislative arena.  And OFM employees are trusted by the 
Legislature to take on new duties, such as the transfer of state risk management and the addition of 
labor relations to OFM. 

Weaknesses 

OFM’s weaknesses are the byproducts of its strengths in that the agency winds up playing multiple roles – 
wearing different hats – in both the analytical and political environments in which it operates: 

 Its role as an honest broker of information – sometimes the bearer of bad news – can be in conflict 
with political objectives of the Governor’s Office. 

 The necessity for rapid management decisions may leave other interested parties feeling left out of 
the process involved in a decision, which may exacerbate the view of some that OFM is dictatorial 
and unyielding in the positions that it takes. 

OFM also is a victim of its success: 

 In recent years, the trust that the Legislature has in OFM has resulted in the assignment of numerous 
new duties to the agency.  More responsibilities often translates to less resources to manage OFM’s 
full portfolio. 

 Among prospective employees that may be interested in working for OFM, the agency suffers from a 
reputation as a pressure-cooker where burnout rates are high.  This largely results from multiple 
periods of heavy workloads, even though top management of the agency has made significant strides 
in keeping OFM’s work within normal working hours. 



 
Opportunities 

The broad skill and knowledge of OFM staff put the agency in position to play an even stronger role in the 
operation of state government: 

 OFM has the expertise to improve other state agencies through internal consultation with agencies. 

 As chief negotiator for the state in collective bargaining – one of the agency’s new roles – OFM can 
explore better ways of managing the state government workforce. 

 OFM’s Priorities of Government approach to state budgeting is gaining national recognition. 
Continuing to improve and rely upon this method can make Washington State the national leader in 
government budgeting. 

 Improve the integration of risk management principles into the daily administrative and managerial 
practices of state government. 

Threats 

One of the biggest threats to Washington State government as a whole is the gradual loss of institutional 
knowledge both in OFM and other state agencies: 

 OFM’s quality staff often is a target for other employers, and OFM routinely loses its experts to job 
offers from outside the agency. 

 Throughout state government, fiscal expertise in state agencies is being lost – making internal budget 
and finance decisions by agencies less dependable – as fiscal experts in the agencies retire or take 
new jobs. 

Several perennial issues make the budgeting process difficult: 

 The demand for some state services, as well as the cost of those services, often outpaces revenue 
growth. 

 Health care costs continue to rise at a rapid rate. 

 Voter-approved initiatives can require unplanned major budget revisions. 

 The Initiative 601 General Fund expenditure limit does not recognize extraordinary inflation or 
caseload growth. 



 
Top Issues for OFM 

THIRTY DAYS – 
 New Governor’s budget proposal.  The new Governor will need to decide early in the 

legislative session whether she/he desires to make changes or introduce his/her own version of the 
biennial budget request.  The Governor will be pressed to put a revised budget together in time 
for the Legislature to fully consider the changes.  Contact:  Marty Brown  (360) 902-0530 

 Labor contract decisions before the Legislature.  The Governor will be asked as part of the 
budget submittal if she/he supports the agreed to state employee contracts.  This issue is further 
outlined in the Washington Works briefing paper.  Contact: Eva Santos (360) 902-5152 

 Legislative issues.  OFM will review legislation and will be called upon to present the policy and 
budget positions of the Executive Branch at Legislative committee hearings. Contact: Jim 
Hedrick (360) 902-0647 

 Estate tax lawsuit.  The state's estate tax has been challenged in court and is now before the State 
Supreme Court.  A final decision is expected in December or January.  If the decision is adverse 
to the state, the revenue impact will depend upon what parts of the state estate tax the Court 
decides to strike down.  Contact:  Jim Schmidt (360) 902-0595 

SIXTY DAYS –  
 Implementation of new Human Resources Management System (HRMS).  OFM has served 

as the coordinator for Washington Works and has been involved in the HRMS project from the 
beginning.  The go-live date for the new payroll functions is now scheduled for sometime in 
March.  The successful implementation is crucial.  The number of interfaces with OFM systems, 
the potential for lawsuits and dollars for bailout could have a major impact on state government.  
Contact:  Wolfgang Opitz (360) 902-0545 

 Revenue/caseload forecasts.  These forecasts due out in mid-March will set the stage for the 
legislative budget proposals. Contact:  Irv Lefberg (360) 902-0590 

 Legislative budgets.  OFM quickly analyzes the legislative budget proposals for any issues 
unacceptable to the administration and to also note positives in their proposals.  The Governor is 
expected to make comments about the budgets upon their release.  The legislative budget will 
begin in the Senate this year.  Contact:  Marty Brown (360) 902-0530 

 Enrolled bill process including five-day bills.  OFM plays an integral role in the enrolled bill 
process.  All bills are analyzed from a public policy and budgetary perspective.  It is important 
that the Governor has a process and is prepared for action on the five-day bills and develops a 
process that she/he is comfortable with for the 20-day bills. Contact:  Jim Hedrick  (360) 902 -
0647 

NINETY DAYS –  

 Implementing strategy for legislative end game.  OFM works with the Governor to determine 
what must be accomplished by the Legislature before they adjourn.  It also includes developing 
strategies to achieve the desired outcomes, and may also include special session strategies.  
Contact:  Marty Brown  (360) 902-0530 

 Vetoes and related messaging.  OFM, as part of the enrolled bill process recommendations, 
drafts messaging around a particular bill action, including veto messages.  Beyond obvious 
technical issues, the Governor will need to decide the criteria used to judge legislation and the 
tone of the messages.  Contact: Roselyn Marcus (360) 902-0568 or Ed Penhale (360) 902-0619 



 
Legislative Proposals 

The Office of Financial Management’s departmental request legislation will primarily be comprised of bills 
necessary to implement the Governor’s budget.  There are a number of instances in which permanent statute 
changes are required that cannot be included in a budget bill.  These bills are determined as the budget is 
developed and are usually not finalized until after the release of the Governor’s budget in mid-December.  
OFM may also request bills that affect agency functions such as risk management, accounting, or changes to 
the Budget and Accounting Act.  

Legislative Action to Adopt Collective Bargaining Agreements 
Nine separate master contracts were completed between state employee organizations and the Governor 
resulting from collective bargaining over wages and benefits.  The Personnel System Reform Act of 2002 
requires that funding requests for these contracts be included in Governor Locke’s biennial budget proposal 
because they were completed prior to October 1, 2004.  The Act provides that the Legislature takes an up or 
down vote on the funding needed to implement these contracts.  If the Legislature does not provide funding 
for a particular contract, the parties would return to the bargaining table to renegotiate the economic 
provisions of the affected contract. 

There are a variety of ways to display these items in the budget bill, but separate legislation is not required.  
It is possible to include the dollar cost of all the items together in a single proviso, or to display them 
separately for each of the nine agreements.  A choice will need to be made as to the preferred legislative 
approach.  The incoming Administration may want to confer with Governor Locke and/or OFM prior to the 
release of Governor Locke’s budget in December.  An additional option is to propose separate legislation for 
each of the nine collective bargaining agreements, but this is not required to implement the agreements.   

Budget and Accounting Act  
OFM has identified changes needed in the Budget and Accounting Act including: (1) eliminating the 
program activity detail consistent with changes made temporarily in the 2003-05 budget documents; (2) 
authorizing the Governor to propose alternatives to non-revisable legislative and judicial budgets if estimates 
are deemed problematic due to the state’s economic conditions; and (3) clarifying definitions and 
requirements regarding unanticipated receipts.  An OFM request bill would also reorganize the Act to 
provide more meaningful guidance for agencies and to simplify language to conform to current practices.  
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