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State of llinois
COMPTROLLER
Loleta A. Didrickson

I

December 29, 1995

To the Citizens of lllinois, Governor Edgar
and Members of the lllinois General Assembly

| 'am pleased to submit the audited lllinois Comprehensive Annual Financial Report (CAFR)
for the fiscal year ended June 30, 1995. This report presents the financial position and
results of operations for Illinois in accordance with generally accepted accounting
principles (GAAP) as prescribed in pronouncements of the Governmental Accounting
Standards Board. Accordingly, it enables the reader to appraise the State’s management of
its financial resources. It also answers the question, “how are we doing financially?”’

Governmental funds revenues were $27.9 billion for the year ending June 30, 1995, This is
an increase of $1.3 billion over the year ending June 30, 1994. Also, the State’s General
Fund GAAP balance as of June 30, 1995 stood at a deficit of $1.204 billion, an
improvement of $391 million over the previous year. ' '

While this CAFR speaks largely about GAAP financial information, lllinois saw its highest
level of base revenue growth in State history, an increase of $1.4 billion on a cash basis.

The report contains three sections: the introduction, the financial section, and the
statistical and economic section. Responsibility for the accuracy of the data as well as the
completeness and fairness of presentation of this report rests with my Office and other
State agency management. This report necessarily includes certain amounts which are
based on management’s best estimates and. judgments. This CAFR report includes a copy
of the eleventh Certificate of Achievement for Excellence in Financial Reporting awarded to
the State of Illinois by the Government Finance Officers Association for the State’s
previous CAFR, published in 1994. This certificate is a prestigious national award
recognizing conformance with the highest standards for preparation of state and local
governmental financial reports.

I hope you find this report useful and informative.
Sincerely,
St 4 Aostiickim

LOLETA A. DIDRICKSON
Comptroller
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State of linols

COMPTROLLER
Loleta A. Didrickson

poe

December 29, 1995

The Honorable Jim Edgar
Governar

State of lllinois

207 State House
Springfield, lllinois 62706

Dear Governor Edgar:

It is my pleasure to present to you the
State of lllinois Comprehensive Annual
Financial Report (“CAFR") for the year
ended June 30, 1995. This CAFR is the
State’s official annual report and provides
the financial position of the State at June
30, 1995 and results of operations during
the fiscal year. The report is intended to
provide the State’s managers, investors
and creditors, taxpayers, the legislature,
and other users with information in
accordance with generally accepted
accounting principles (“GAAP”). The
statements are presented wusing the
“pyramid” approach to governmental
financial reporting as prescribed in
pronouncements of the Governmental
Accounting Standards Board {("GASB”).
Responsibility for the accuracy of the data
as well as the completeness and fairness of
presentation of this report rests with my
Office and other State agency
management. This report necessarily
includes certain amounts which are based
on management’s best estimates and
judgments.

The CAFR is composed of the following
sections: introductory; financial; and statis-

Please respond to:

[]  State House
Springfield, illinois 62706
217/782-6000

[0 James R. Thompson Center

Chicago, lllinois 60601
312/814-2451

100 West Randolph, Suite 15-500

tical and economic. The introductory
section includes the table of contents, the
Comptroller’s letter of transmittal, and the
State’s organization chart. The financial
section includes the Auditor General’s
report on the financial statements, the
general purpose financial statements, and
the combining and individual fund financial
statements and schedules. The statistical
and economic section includes selected
demographic and business data, generally
on a multi-year basis.

The State of lilinois is formally organized
according to executive, legislative and
judicial functions. The Governor is the
chief executive of the State and is
responsible for overall administration of the
government, exclusive of the offices of
other constitutionally-elected officials. The
other elected officials are the Lieutenant
Governor, Attorney General, Secretary of
State, Comptroller, and Treasurer,

The Illinois State Constitution provides that
all elected officials of the Executive Branch
of State Government hold office for four-
year terms. Pursuant to the Constitution,
officials who were in office during fiscal

[ 325 west Adams
Springfield, lllinois 62704

[ 125 East Adams
Springfield, Ilinois 62701

Printed On Recycled Paper



year 1995 were elected in the November 8,
1994 general election and assumed office
in January, 1995,

The legislative power of the State is vested
in the General Assembly, which is
composed of a 59-member Senate and a
118-member House of Representatives.
Both the Senate and the House meet in
annual sessions to enact, amend or repeal
laws and to adopt appropriation bills. The
Judicial Branch is composed of a seven
member Supreme Court, five districts of
Appellate Courts and twenty-two Circuit
Courts judicial districts including Cook
County. At June 30, 1995 the State had
over 114,000 employees including those
employed by the State’s universities.

An organizational chart, showing the
‘relationships of the three branches of
lllinois State government and those of the
various agencies, boards, commissions and
colleges and universities which provide a
full range of State government services, is
presented on pages xxxviii and xxxix.

The accompanying financial statements are
prepared in conformity with GAAP
applicable to State governments as
prescribed by the GASB. This office
strongly supports the GASB, contributed to
its formation and participates in the
development of pronouncements, providing
testimony at public hearings and submitting
comments and recommendations as
proposed standards are distributed for
exposure.

The accompanying financial statements
include all funds, account groups, elected
offices, departments and agencies of the
State, as well as all boards, commissions,
authorities, universities and colleges for
which the State’s executive or legislative
branches are financially accountable. The
financial statements distinguish between
primary government organizations and
discretely presented component units. The

primary government is the nucleus of the
financial reporting entity and is the focal
point for the wusers of the financial
statements. The primary government of
the State consists of all the organizations
that make up its legal entity. All funds,
departments, agencies, offices and other
organizations that are not legally separate
are, for financial reporting purposes, part of
the State or another government’s primary
government. Component units are legally
separate organizations for which the State
is financially accountable.

The financial activities of the State are
organized on the basis of individual funds
and account groups, each of which is a
separate accounting entity segregated for
the purpose of carrying out specific
activities or attaining certain objectives in
accordance with specific regulations,
restrictions and limitations. The reporting
entity, fund types and account groups are
described in detail in Note 1 to the financial
statements.

To ensure readability of the financial
statements, generally only funds with total
assets greater than $2 million are
presented separately in the combining
statements. Combination of funds is
necessary due to the existence of more
than 600 funds in the State’s reporting
entity. Funds used by more than one
agency are classified with what s
determined to be the primary administering
agency.

Universities, colleges and their related
foundations and alumni associations are
reported as “discretely presented
component  units.” The Combined
Statements of Changes in Fund Balances
and Current Funds Revenues, Expenditures
and Other Changes for university and
college funds are presented separately
within the general purpose financial
statements in conformity with GAAP.



FINANCIAL INFORMATION

The following balance sheet and operating
statements have been condensed from the
statements included in the State of

lllinois Comprehensive Annual Financial
Repart utilizing the “memorandum only”
column of the primary government.

State of lllinois
Balance Sheet - Primary Government

Amounts (in millions)

FY1995 FY1994

Asse nd other its

Cash $ 7,000 % 6,279
Investments 23,611 23,125
Receivables, net ; 6,709 6,218
Fixed assets 4,432 4,190
Other assets 1,128 1,014
Other debits . 18,065 16,346

Total assets and other debits $ 60,945 $ 57,172

Liabilities

Payables $ 8,339 § 9,249

Pension liability 9,446 8,264

Bonds Outstanding 7,898 7,464

Depository & Other 3,603 3,316

Other 2,112 1,942
Total liabilities 31,308 30,235

Fund Balances/Retained Earnings

Investment in fixed assets 4,368 4,119
General (1,204) (1,595)
Special revenue 2,318 1,972
Debt service . 444 362
Capital projects 21 . 11
Proprietary 197 182
Trust 23,403 21,886

Total fund equity 29,547 26,937

Total liabilities and fund
balances/retained earnings $ 60,945 § 57,172

State of lllinois
Operating Statement - Primary Government
Amounts (in millions)
FY1995 FY1994
Revenues
Taxes -
Income 3 6,862 $ 6,341
Sales 6,272 5,984
Other taxes 5,406 5,222
Federal government 8,640 8,404
Charges for sales and services 2,495 2,293
Interest income 1,755 1,867
Contributions 1,671 1,528
Licenses and fees 1,001 996
Other 1,072 1,332
35,174 33,967
|Expenditures/Expenses
[Health and social services 8,624 7.855
Education 5,396 5,128
Generai government/Administrative 4,711 4,544
Social Assistance 3,995 4,698
Transportation 2,713 2,536
Public protection and justice 1,438 1,413
Debt service 936 873
Benefit payments and refunds 2,534 2,145
Prizes and claims 859 795
Other 1,057 1,050
32,263 31,037
Net other sources(uses) and
nonoperating revenues(expenses) (573) (547)
Excess of revenues over expendi-
tures and net other uses $ 2,338 $ 2,383




Assets (and other debits)

Total assets (and other debits) of the State
of lllinois at June 30, 1995 were nearly
$61 billion. This was an increase of $3.8

long-term debt ($1.7 billion), cash and cash
($721 million), receivables
{6491 million), and investments ($486

equivalents

billion (6.6%) over fiscal year 1994. The million).
largest increases were “amounts to be
provided” for future pension and other
Comparison of Total Assets (in millions) *
% change

Account FY1995 FY95 % From 1994 FY1994
Investments $23,611 38.7% 2.1% $23,125
Cash & cash equivalents 7,000 11.5% 11.5% 6,279
Receivables, net 6,709 11.0% 7.9% 6,218
Fixed Assets 4,432 7.3% 5.8% 4,190
Other assets 1,128 1.9% 11.2% 1,014
Other debits 18,065 29.6% 10.5% 16,346
Total Assets $60,945 100.0% 6.6% $57,172

*The above numbers include primary government funds only.

X



Liabilities
Total liabilities increased to $31.4 billion at payables decreased $910 million. General
June 30, 1995, $1.2 billion (3.8%) from obligation bonds payable also increased

fiscal year 1994, The State’'s pension $356 million from fiscal year 1994.
liability increased $1.2  Dbillion while

Comparison of Total Liabilities (in millions) *

% change

Account FY1995 FY95 % From 1994 FY1994

Payables $ 8,339 26.5% -9.8% $9,249
Pension liability ** 9,446 30.1% 14.3% 8,264
General Obligation 5,292 16.9% 7.2% 4,936
Depository & other 3,603 11.5% 8.7% 3,316
Special Obligation 1,852 5.9% 5.0% 1,764
Revenue bonds 754 2.4% -1.3% 764
Other 2,112 6.7% 8.8% 1,942
Total Liabilities $31,398 100.0% 3.8% $ 30,235

*The above numbers include primary government funds only.
**See page xxv for further information.




Fund Balances and Retained Earnings

The fund balances for all primary
government funds combined was $29.5
billion at June 30, 1995. This was nearly a
10% improvement over fiscal year 1994.

pension trust funds ($1.1 billion),
Unemployment Compensation Trust Fund
($436 million), the General Fund ($391
million), and special revenue funds {$346

The primary increases were in the million).
Total Fund Balances (Deficits) and Retained Earnings (in millions) *
' % change
Fund Types/Account FY1995 FY95 % From 1994 FY1994
Group

General ($1,204) 4.1% 24.5% ($1,595)
Special Revenue 2,318 7.8% 17.6% 1,972
Debt Service 444 1.5% 23.0% 361
Capital Projects 21 0.1% 90.9% 11
Proprietary 197 0.7% 8.2% 182
Trust 23,403 79.2% 6.9% 21,887
General fixed assets 4,368 14.8% 6.1% 4,119
Total Fund Balances $29,547 100.0% 9.7% $26,937

* The above numbers include primary government funds only.
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General Governmental Functions

The governmental fund types are those
through which most State functions are
financed. These fund types (the general,
special revenue, capital projects, and debt
service funds) are presented on the
modified accrual basis of accounting.
Throughout the vyear, the Comptroller’'s
Office publishes a monthly Fisca/ Focus
which summarizes the status of revenues
and expenditures and analyzes various

programs and activities. These reports are
available on request.

Revenues

Revenues on the modified accrual basis are
recognized when they are both measurable
and available to finance current operations.
Revenues (amounts expressed in millions)
from various sources for fiscal years 1995
and 1994 are as follows:

‘Increase Percentage

Amount Percentage of Total (Decrease) Incr (Decr)

Revenue Source 1995 1994 1995 1994 from 1994 from 1994

Taxes:

Income $ 6,862 3 6,341 25% 24% 521 8%
Sales 6,272 5,984 22% 22% 288 5%
Motor fuel 1,154 1,099 4% 4% 55 5%
Public utility 985 1,012 3% 4% 27D (3%)
Other 1,821 1,673 6% 6% 148 9%
Federal government 8,592 8,066 31% 30% 526 7%
Licenses & fees 1,001 996 4% 4% 5 -
Interest/investment 228 141 1% 1% 87 62%
Other 1,032 1,298 4% 5% (266) (21%)
Total $ 27,947 § 26,610 100% 100% 1,337 5%

XV



Fiscal year 1995 governmental funds
revenues increased by $1.34 billion (5%)
over 1994 revenues. State-imposed taxes
including income, sales, motor fuel, public
utility, and miscellaneous other taxes
remained the largest overall revenue source
for fiscal year 1995 and comprised over
61% of total State revenues.

Income Tax

Income tax revenues, the State’s largest
tax revenue source, increased $521 million
{8%) from fiscal year 1994. The increase
is generally in line with increases in
personal income, employment and
corporate profits.

Sales Taxes

Sales taxes remained the second largest
tax revenue source for fiscal year 1995,
increasing $288 million (5%) from fiscal
year 1994. The increase is due to general

growth in retail sales in an improved
gconomy.

Federal Government Revenues

Federal government revenues increased

$526 million (7%) during fiscal year 1995
and continued as the second largest
revenue source on a GAAP basis for 1995
(second only to the State-imposed taxes
discussed above). The most significant
increase was at ‘the Department of
Transpartation where Road Fund revenues
were $865 million, an increase of $129

million from 1994, The increase is
attributable to the federal highway
program. Secondly, the Medicaid

assessment tax program administered by
Public Aid, increased Medicaid reimbursable
costs, and, in turn, federal government
revenues by approximately $126 million.
Other large federal revenue fluctuations
occurred as follows: State Board of
Education (Special Education Medicaid
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Matching Fund-increase $37 million);
Commerce and Community Affairs (Low
Income Home Energy Assistance Block
Grant-decrease $37 million); Department of
Children and Family Services (Children’s
Services Fund-increase $35 million and
General Fund-$34 million increase primarily
for the new Emergency Assistance
Program); State Board of Education
(Federal Department of Agriculture Fund-
$21 million increase in the student meal
program}; and Emergency Management
Agency (Federal Aid Disaster Fund-$21
million decrease from “Flood of 1993").

Other Revenues

Other revenues decreased $266 million
{(21%) in fiscal year 1995. This decrease is
primarily the result of decreased collections
at Public Aid in its Child Support
Enforcement Trust Program ($257 million
decrease) including properly reflecting the
“pass through” portion ($871 million) of that
fund’s collections in an “agency fund” in
fiscal year 1995. Also, revenues from
Cook County hospitals associated with the
Medicaid provider program decreased $76
million. Revenues for Rockford and O'Hare
airports deposited in IDOT’s Federal Local
Airport Fund increased $22 million.




Expenditures

Expenditures for governmental fund types  When payment is made. Expenditures
are presented on the modified accrual basis  {amounts expressed in millions) for major
of accounting and are generally recognized governmental fund functions in fiscal year
when the liability is incurred regardless of 1995 and 1994 were as follows:

Percentage Increase Percentage

Amount of Total (Decrease) Incr (Decr)

Expenditure Function 1995 1994 1995 1994 from 1994 from 1994
Health and social services $ 8,624 $ 7.855 32% 30% $ 769 10%
Education 5,396 5,128 20% 20% 268 5%
General government 4,568 4,403 17% 17% 165 4%
Social assistance 2,870 3,151 11% 12% (281) {(9%)
Transportation 2,713 2,636 10% 10% 177 7%
Public protection & justice 1,434 1,404 5% 5% 30 2%
Natural resources/recreation 388 426 1% 2% (38) (9%)
Debt service 888 825 3% 3% 63 8%
Capital outlays 290 263 1% 1% 27 10%
Total $ 271718 25,99 100% 100% $ 1,180 5%
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Governmental funds expenditures of $27.2
billion in fiscal year 1995 represented an
increase of $1.2 billion {5%) over 1994
and were $777 million /ess than revenues
on a GAAP basis.

Health and Social Services Expenditures

Health and social services expenditures of
$8.6 billion were the largest expenditure
function for fiscal year 1995, increasing by
$769 million (10%) over fiscal year 1994.
This expenditure function increased to 32%
of total spending on a GAAP basis, from
30% in fiscal year 1984. Major causes of
the increase were: medical assistance
(“Medicaid”) increases at the Department
of Public Aid (approximately .$187 million)
for hospital provider and long-term care
provider services associated with the
Medicaid Provider Assessment Program and
medical and social service programs funded
in Public Aid’s General Fund ($237 million

increase). Other significant increases in
this expenditure account were: at the
Department of Children and Family

Services (Children’s Services Fund, $126
million and General Fund, $74 million);
Department .of Mental Health and
Developmental Disabilities, $63 million for
increased grant programs and workers’
compensation payments; and, Department
of Alcoholism and Substance Abuse, $14
million associated with the Medicaid
program.

Education Expenditures

Education expenditures were once again
the second largest expenditure function in
the governmental funds for fiscal year
1995. Education expenditures increased
$268 million {5%) from fiscal year 1994 on
a GAAP basis. Most of the increase was
at the State Board of Education as follows:
in the Education Assistance Fund where
expenditures increased $97 million due in
large part to the substantial increase in
general State aid, or “apportionment” to
local school districts funded from that
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fund; Special Education Medicaid Matching
Fund, $37 million for this expanded federal
program; General Fund, $22 million for
reimbursement program liabilities to be paid
from future years’ appropriations; Federal
Department of Agriculture Fund, $20
million for an increased rate in its meal
program. The Student Assistance
Commission had increases of $19 million
and $18 million in its Student Loan and
General Fund, respectively.

Social Assistance Expenditures

Social Assistance expenditures decreased
by 9% or $281 million from fiscal year
1994, The primary reason is a decline in
the State’s child support enforcement
program at Public Aid ($258 million
decrease) of which $81 million of the
decrease is due to transferring “non-
assistance” pass through receipts to an
“agency” fund in fiscal year 1995.

General Government Expenditures

General government expenditures increased
$165 million (4%) and can be attributed to:
the Department of Central Management
Services, $46 million for support of the
State’s health insurance program;
Department of Revenue, $129 million,
primarily for taxes distributed to local
governments and other states; Commerce
and Community Affairs, $17 million for
increased block grants to local govern-
ments and $37 million decrease for its low-
income home energy assistance grant
program.

Transportation Expenditures

Transportation  expenditures increased
$177 million (7%), all attributable to
expenditures at the lllinois Department of
Transportation. Road Fund expenditures
increased $224 million for . construction
including the Kennedy and Stevenson
expressways and Route 171 in Lyons, and
others. The increase was partially offset by
decreased activity in the State



Construction Account Fund and Trans-
portation Bond Series A Fund of $896
million and $27 million, respectively.

Internal Controls

Each State agency’s management is
responsible for establishing and maintaining
an internal control structure designed to
ensure that the assets of the State are
protected from loss, theft or misuse, and to
ensure that adequate accounting data are
compiled to allow for the preparation of
financial statements in conformity with
generally accepted accounting  principles.
The State’s internal control structure is
designed to provide reasonable, but not
absolute, assurance that these objectives
are met. The concept of reasonable
assurance recognizes that (1) the cost of a
control should not exceed the benefits
likely to be derived; and (2) the valuation of
costs and benefits requires estimates and
judgments by ‘management.

On October 31, 1989 the Fiscal Control
and Internal Auditing Act (“FCIAA")
became law, requiring all State agency
chief executive officers to annually certify
the adequacy of internal controls in place
within their agencies. The first annual
certifications by State agency CEOs were
due November 15, 1990. Subsequent
certifications are due May each year.
The FCIAA also requires that certain
agencies have a chief internal auditor with
a specified minimum level of professional
competency.
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Budgetary Controls

The Comptroller's Uniform Statewide
Accounting System (“"CUSAS”) provides
the basis for receipt, expenditure and
encumbrance reporting of all State treasury
held funds with specific budgetary controls
maintained on line-item expenditures for all
appropriated funds. Appropriations (budget)
and actual expenditure analysis for
significant individual funds is provided in
the Budgetary Schedules section of this

report. A reconciliation between the GAAP
and budgetary basis of accounting is
presented in Note 2 of the financial
statements. The budgetary system (i.e.,
CUSAS) classifies funds into traditional
groupings which do not conform with the
fund type classifications set forth by the
GASB; therefore, a reclassification of
budget categories to GAAP financial
statement fund types also is presented in
Note 2,

lllinois operates with a three-month “lapse
period,” July 1 to September 30, during
which State agencies can expend funds
appropriated in the prior fiscal vyear if
encumbered by June 30. For all fund
types, goods or services received prior to
June 30 are recorded as liabilities and
expenditures or expenses, whichever is
appropriate. For governmental fund types,
lapse period expenditures for goods or
services encumbered as of June 30 and
received prior to September 30 are reported
with other encumbrances as reservations
of June 30 fund balances and not as
liabilities or expenditures.

Investment Management

The lllinois State Treasurer is responsible
for investing all cash resources of the
State, with the exception of those held by
the retirement systems and certain debt
service, enterprise, agency, universities’
and colleges” endowments and other
locally-held funds. Of the five retirement

" systems, three pool their resources for
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investment and two invest their resources
under investment master trustee
arrangements with individual investment
managers. The universities and colleges
are granted independent powers to invest
their funds which are held outside the
State Treasury. Interest income earned on
the cash resources received and invested
by the State Treasurer is allocated to the
various funds (where specified by law)
based on the average daily cash balances
invested. A comparison of the State’s



Comparison of Investment Portfolios at June 30,

(In millions)
1995 1992 1988
Investment Type Amount % Amount % Amount %
Corporate Equity Securities............. $ 7489 24% $ 6,862 29% $ 4,576 31%
Mutual Funds............cccocecevvevenennns 7,200 23% 1,508 6% 1,724 12%
U.S. Treasury & Agency Obligations 5,823 18% 4,197 18% 3,737 25%
Corporate Debt Securities............... 4,191 13% 5,160 22% 1,966 13%
Tangible Property.........cccovveeveeernnne. 2,690 9% 2,176 9% 933 6%
Repurchase Agreements................. 2374 7% 2,495 10% 1,665 11%
Commercial Paper..........ccccvceenneenn. 958 3% 380 2% 199 2%
Investment Contracts...................... 903 3% 906 4% = =

Totals

$ 31,628 100%

$ 23,684 100% $ 14,800 100%

investments at June 30, 1995, 1992, and
1988 is presented above.

Although State agencies had $2.6 billion
more invested at June 30, 1995 than at
June 30, 1994, interest and investment
income decreased $127 million. This
decrease can be attributed in large part to
losses on real estate investments.

An agreement signed on July 2, 1993,
between the State of lllinois and the
Financial Management Service of the U. S.
Treasury (“FMS") set out procedures for
drawing federal funds and methods for
computing interest liabilities for programs
subject to CMIA 80 reporting during the
first year of the Act. A follow up
agreement signed on July 15, 1994,
extends CMIA provisions to additional
major federal programs and applies for
fiscal years 1995 through 1999. lilinois
submitted the CMIA Annual Report for
fiscal year 1994 on December 29, 1994,
Following a review of this report by the
FMS, the lllinois interest liability for fiscal
year 1994 was determined to be $1.4
million and the balance was paid by the
March 1, 1995 due date.
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Cash Management

The State of lllinois’ daily activities are
operated on a “cash basis”, where bills are
paid with the available balances of cash on
hand. The Comptroller, chief fiscal officer
of the State of Illlinois, maintains the
State’s central fiscal accounts and is
responsible for ordering all payments into
and out of the funds held by the State
Treasurer. The State’s recent cash flow
problems improved during fiscal year 1995.
The General Fund’s available balance at
June 30, 1995 was $331 million. This
was $101 million greater than the balance
at June 30, 1994. The cash balance
generally is affected by the same events
that are discussed in the General
Governmental Functions Section.

The General Fund includes the three school
and General Revenue Fund accounts which
administer about 52% of the transactions
and nearly 45% of the State’s annual
expenditures. The General Revenue Fund
is also the State’s basic operating fund,
funding at least a portion of the operating
budgets of every major agency. Of the
$101 million improvement in the General



Fund, the General Revenue Fund account
balance increased by $107 million while
the school fund balances decreased by
about $6 million.

General Fund

Many State programs are accounted for in
the General Fund. As demonstrated by the
following table (in millions), the State’s
GAAP basis financial position at June 30,
1995 improved from fiscal year 1994. The
fund deficit in the State’s General Fund

decreased by $391 million on a GAAP
basis (from a deficit $1.595 billion to a
deficit $1.204 billion). (On the budgetary
basis, there was a $341 million fund deficit
at June 30, 1995 compared to a $422
million deficit at June 30, 1994-$81 million
decrease). The undesignated fund deficit
on a GAAP basis also decreased by $327
million from a deficit of $1.731 billion to a
deficit of $1.404 billion. Revenues
exceeded expenditures in the General Fund
by $388 million in fiscal year 1995.

Excess {(deficiency) of revenues
Fund Balance **Undesignated aver {under) expenditures and net
{deficit) Fund (deficit) at other financing sources {uses)
at June 30 June 30 for the yeer ended June 30
1986 $ (261) $ (425) $  (270)
1987 (687) {757) {326)
1988 (355) 511) 232
- 1989 (74) (256) 281
1990 (557) (745) {482)
1991 {1,368) (1,537} '(806)
1992 {1,6586) (1,825) {306)
1993 (1,916). (2,060} (260)
1994 (1,595) (1,731) 321
1995 (1,204) (1,404) 388

** The amount in a fund balance available for appropriation
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Expendable Trust Funds

Total revenues for the State’s expendable
trust funds decreased $268 million (15%)
from $1.848 billion in fiscal year 1994 to
$1.580  billion in fiscal year 1995.
Likewise, total expenditures decreased
significantly ($438 million or 28%) from
$1.571 billion in 1994 to $1.133 billion in
1995.

By far the largest expendable trust fund is
the State Unemployment Compensation
Trust  Fund (“Trust  Fund”). The
unemployment insurance (“Ul”) system is a
joint state-federal program designed to
provide cash assistance to involuntarily
unemployed workers regardless of need.
During fiscal year 1995, the Ul system
provided 5.4 million weeks of benefits to
laid off workers at an average weekly
stipend for recipients of regular benefits of
$204. The State is responsible for
determining benefit levels and eligibility
criteria, and for setting State Ul tax levels
sufficient to pay the benefits. The federal
government provides all administrative
funding and mandates minimal coverage
requirements. A separate federal
unemployment tax is assessed by the
federal government to finance these
administrative costs, provide a source of
funds for states to borrow against during
periods of high unemployment, and to pay

the federal share of extended and
emergency unemployment benefits.
Because of the soivency problems

experienced with the Trust Fund in the late
1970's and early 1980’'s, the members of
the General Assembly have worked closely
with leaders of lllinois’ labor and business
communities to ensure the solvency of the
fund for its workers while guarding against
rapid growth of taxes on the employer
community. In 1987 and again in 1992,
business, government, and labor set out to
revisit the issues surrounding the
administration of the Ul system. In 1992,
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most of the language from the. landmark
1987 legislation was carried forward.
However, lllinois employers will have
realized tax savings of nearly $215 million
over the life of the new agreement, while
benefits to unemployed workers will
steadily increase. Benefits over the life of
the agreement will be $1.2 billion dollars
higher through 1996 than ' without the
renegotiation.

Current year revenues exceeded
expenditures by $436 million and the fund
continues to be in a fiscally sound position,
as demonstrated by its $1.888 billion fund
balance at June 30, 1995.

Proprietary Funds

Proprietary funds are the State’s “business-
type” activities and include enterprise and
internal service funds. Combined operating
revenues for the State’s enterprise funds
were $1.798 billion in fiscal year 1995,
increasing $117 million (nearly 7%) from
fiscal year 1994. Combined operating
expenses were $1.199 billion, up $77
million (7%) from fiscal year 1994. Lottery
Department revenues and expenses
increased $116 million and $78 million,
respectively to account for this increase.

The State’s internal service funds provide
data processing, motor pool vehicles,
telephone communications, office supplies,
printing services, self insurance and other
services to State agencies, operated on a
profitable basis for fiscal year 1995.
Combined internal service funds revenues
and expenses for fiscal year 1995 were
$838 miilion and $833 million,
respectively. This represents increases of
$100 million {(14%) in revenues and $99
million {13%) in expenses from fiscal year
1994 to 1995. The increases are primarily
attributable to the State’s health insurance
program where revenues and expenses

[ ]



increased $89 million and $90 million,
respectively.

Component Units

Universities and Colleges. lllinois operates a
comprehensive program of higher
education, including 10 State universities
and support for a statewide network of 49
community colleges, 103 private, not-for-
profit institutions, 19 proprietary
institutions, and a student financial
assistance program. During fiscal vear
1995, university and college expenditures
increased $137 million (4%) over 1994,
General Fund financial support to the
State’s universities increased by 4.6%, to
$1.144 billion, from fiscal year 1994 to
fiscal year 1995.

Proprietary. Certain  business-type
activities that are not a part of the primary
government are included as component
units. The largest proprietary component
units in terms of assets are the lllinois Toll
Highway Authority and the lllinois Housing
Development  Authority. Combined
proprietary fund component unit revenues
and expenses for the fiscal year were $506
million and $527 million, respectively. This
compares to revenues of $504 million and
expenses of $480 million for fiscal year
1994.

- Debt Administration

On February 3, 1995, the lllinois general
obligation bond rating was lowered from
“Aa” to “A1” by Moody’'s Investors
Service. Standard & Poor’s Corporation (S
& P”) rating remained at “AA-“. General

xxiii

obligation bond ratings had previously been
adjusted downward in August, 1992, from
“Aal” to “Aa” (Moody’'s) and from “AA”
to “AA-“ (S & P) to reflect the lllinois cash
shortfall. Special obligation bond ratings
remained the same, ranging from “AAA”
by S & P for Build lllincis bonds to “A” by
Moody’s for Civic Center bonds. Among
the states, lllinois is a moderate debt state
with outstanding general and special
obligation bonds at June 30, 1995 totaling
$7.144 billion. Bonds have been issued
primarily to provide funds for acquisition
and construction of capital facilities for
higher education, public and mental health,
correction and conservation purposes, and
for maintenance and construction of
highway and waterway facilities. Bonds
also have been issued to provide assistance
to municipalities for construction of
sewage treatment facilities, port districts,
aquarium facilities, local schools, mass
transportation and aviation purposes, and
to fund research and development of coal
and alternative energy sources.

General and special obligation bonds
aggregating $650 million and $135 million,
respectively, were issued during fiscal year
19956 at average interest rates ranging from
5.9% to 6.3%. During fiscal year 1994,
general and special obligation bonds
totaling $769 million and $432 million,
respectively, were issued at average rates
ranging from 4.6% to 5.7%. Debt service
principal and interest costs of $427.9
million and $350.3 million, respectively
were paid in fiscal year 1995, The
dramatic increase since fiscal year 1980 is
displayed below.



In addition to general and special
obligation bonds, lllinois has $4.129
billion of revenue bonds, $136 million of

notes payable and $1.715 billion of other
long-term obligations outstanding as of
June 30, 1995,
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Retirement Systems

Total net assets of the State’s five pension
trust funds, on a current market basis,
aggregated $24.2 billion at June 30, 1995
($21.5 billion at cost). The most current
actuarial valuations of the pension trust
funds indicated that the actuarial present
value of credited projected benefits (i.e.,
the pension benefit obligation) was $41
billion, exceeding net assets of the funds
by $16.8 billion on a market basis ($19.5
billion at cost). On a market value basis,
the funding ratio for all funds combined
increased to 59% at June 30, 1995 from
58% at June 30, 1994. On a cost basis,
the funding ratio decreased to 52% at June
30, 1995 from 55% at June 30,1994,

For many years, including fiscal year 1995,
the State has not funded the pension
systems in accordance with actuarially
determined contribution requirements. This
resulted in underfunding of GAAP pension
expense by $1.182 billion for fiscal year
1995, and by $9.5 billion on a cumulative
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basis since 1981.

During August, 1994,
the Governor signed into law Public Act

88-0593. This law, which became
effective July 1, 1995 (i.e., fiscal vyear
1996) will have a significant impact on the
future of the State of lllinois’ pension
liability and unfunded pension obligation.
This law provides for a 50-year funding
plan with a 1b-year phase-in and a
“continuing appropriation.” The continuing
appropriation provides the Comptroller’'s
Office with the authority to automatically
provide funding to the pension systems
based on actuarial cost requirements and
amortization of the unfunded liability
without being subject to the General
Assembly’s appropriation process.

Risk Management

The State’s risk management program
encompasses a wide range of State
government activities. Generally, the State
has elected to retain most exposures to
risk, with only limited purchase of



commercial insurance. Among the
exceptions are coverage for real property at

the James R. Thompson Center in Chicago, - -

the State Retirement Systems building, and
the Regional State Office complex in
Collinsville. Limited commercial coverage
for personal property includes a small

portion of the State's fleet of motor-

vehicles, certain telecommunications
equipment, the fixed" and rotary wing
aircraft fleet, some State watercraft,
selected items of ‘electronic data
processing equipment, a portion of the
State’s collection of fine art, as well as a
small number of other property and liability
exposures. . ' )

The State retains workers’ compensation
and auto liability exposures, including
claims management. Other major retained
risks include employee fidelity and surety,
as well as general liability. The State’s risk
management program also includes legal
representation and indemnification of
employees sued for violation of civil and
constitutional rights and other tort liabilities
while acting in an official capacity.

MAJOR INITIATIVES

For the Year. Major initiatives for the
year generally reflect the priorities set in
the budgetary process. Health and human
services, education, welfare reform,
transportation, prisons, and natural
resources and economic development are
some of the “initiatives” mandated by the
General Assembly. Other initiatives are
less visible but are nonetheless important
to state government. Some initiatives
undertaken by the State are discussed
below.

Statewide @ Accounting Management
System (“SAMS”)

Steps have been taken by the Comptroller
in obtaining funding and implementing an
accounting system that will provide quality
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fiscal information for the purpose of
promoting the integrity of public policy
decisions and to efficiently manage and
report on the State’s accounts. The new
system will ‘streamline operations, reduce
paperwork, increase efficiency and reduce
costs, replace outdated equipment and
systems, improve quality and availability of
management information, and establish a
foundation for future enhancements. The
project is underway, and implementation of
core functionality at certain agencies is
expected to begin as early as fiscal year
1997. g . '

There are currently 85 separate agency.

accounting systems in place and the
approximate cost to process a warrant is
estimated at over $57.00 each. SAMS
return on investment will provide the State
a one-time savings of $125 million and $25
million each year after becoming fully
operational,

Receivables Reporting

The Comptroller's Office has reported gross
receivables of $5.9 billion at June 30,
1995, for statutory compliance reporting.
Of that amount, over $2.7 billion (46%)
was estimated as uncollectible. Of the net
receivable ($3.2 billion), $3.0 billion is over
180 days past due. The Comptroller’'s
Office has initiated efforts to require State
agencies to improve their collection efforts
including (a) acceleration of the mandatory
use of the Comptroller’s Offset program to
6 months, (b) a “last call” that transfers
debt collection responsibilities to the Debt
Collection Board for final resolution and/or
collection, (c) strengthening of the CUSAS
debt collection process. This includes
installation of mandatory collection efforts.

Senate Bill 1000

The Comptroller's Office supports
legislation that was recently introduced
requiring state agency budgets to
incorporate GAAP. This concept would



require State agencies to consider prior
unpaid amounts in determining their
beginning balances available for
appropriation.

Lapse Period Reduction

The Comptroller’s Office has introduced
legislation to shorten lapse period to 60
days. A shorter lapse period would enable
the State to provide financial reporting
information on a more timely basis and
reduce spending future years’ resources on
prior years’ costs. During July through
September of 1995, $341 million of fiscal
year 1995 spending (lapse period) was paid
from fiscal year 1996 resources.

Welfare Reform

Welfare reform legislation passed in 1995

changed the way certain State agencies

operate and has a profound effect on

welfare clients. Welfare reform initiatives

include:

¢ Requires school attendance by both
children and teen parents as a condition
of receiving benefits.

¢ Family Cap - No mother on AFDC will

receive more cash benefits for
additional children.

¢ Targeted Work Initiative - Requires
17,000 clients with no children under
age 13 to find work and stay employed
or lose all or part of their benefits.

¢ Get a Job- New applicants with children
ages 5-12 must search for employment
for six months or lose benefits.

¢+ Sunset Aid to Families With Dependent
Children (“AFDC")- Replaces AFDC with
a new system by January 1, 1999 and
makes welfare a temporary stop, versus
a permanent destination.

¢+ Other initiatives including: granting the
Department of Revenue authority to
collect child support in any manner
used to collect past due taxes; certain
unemployed parents may be ordered by
the court to participate in Earnfare.

Medical Assistance Program

During fiscal year 1995, nearly 1.5 million
individuals received hospital care, long-term
care, practitioner services, prescription
drugs, and other related medical assistance
services in support of the Medicaid
program. Public Act 87-13, effective July
24, 1991, as amended, created a provider
assessment program whereby providers
receive additional payments for services
rendered to Medicaid clients in exchange
for payment of assessment taxes. The
assessment taxes charged to all hospital
and long-term care Medicaid providers and
certain disabled care providers are added to
State moneys and federal reimbursements
for Medicaid allowing an increase in State
Medicaid rates. The assessment program
has generated nearly $2.5 billion in federal
funds in its first four years of operation.
New legislation signed into law reflects a
desire to eventually eliminate the hospital
assessment tax, extending it for two years
while reducing it by a third. There are also
cuts in optional medical services not
required by the federal government, as well
as hospital adjustment payments. The
fiscal year 1996 budget includes $100
million specifically earmarked for past due
Medicaid provider bills.

Family Case Management (“FCM")

FCM is an initiative of the Illinois
Departments of Public Health and Public
Aid to help low-income families obtain
medical care and related services. Steps in
the case management process include: (1)
assessments to identify the need of health,
mental health, social, educational,
vocational, substance abuse, child care
transportation or other services; (2)
development of an individualized plan of
care; (3) referral to providers of needed
services; (4) advocacy to help clients
surmount access barriers; (5) follow-up to
ensure that needed services are received,
and to address new problems as they arise.
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FCM has saved millions of dollars in
Medicaid expenditures through its effect on
pregnancy outcomes. Program activities
are conducted by local health departments,
community health centers and other
private, not-for-profit agencies through
State grants.

Child Welfare System

A court consent decree mandates the State
to improve its child welfare program. This
has resulted in a high prioritization of
program funding at the Department of
Children and Family Services (“DCFS”) for
its child welfare program - including funds
intended to dramatically decrease cases per
caseworker in accordance with the decree.

Income Assistance Programs

The Family and Children Assistance
programi and the Transitional Assistance
- program which have replaced the State’s
long-time General Assistance program,
provide income and medical assistance to
families and single adults with the greatest
needs. Families who need financial help
but are not eligible for the regular Aid to
Families with Dependent Children (“AFDC™)
program may receive cash assistance, food
stamps and a MediPlan card which covers
hospital services through the Family and
Children Assistance program. The
Transitional Assistance program does not
provide hospital services but provides for
cash assistance, food stamps and limited
medical coverage for “not employable”
adults, and no longer provides assistance
to “employable” adults. Over 11,000
persons receive income assistance each
month in Hlinois.

Food Stamp and Commodity Program

Food stamp and commodities assistance
are provided to supplement low-income
households to help families purchase a
nutritionally adequate diet. Expenditures
for this program remained relatively stable
at $1.1 billion during fiscal year 1995.

Education

About one-fourth of the State’s total
budget is spent for educational purposes
which include elementary and secondary,
higher education administration, and
support to higher education institutions. In
addition to income, sales and other tax
revenues, education also receives
approximately 36% of the lllinois State
Lottery sales ($584 miliion in fiscal year
1995) and revenues from lllinois’ 13
riverboat casinos resulted in transfers of
$178 million to the Education Assistance
Fund. Some of the major educational
initiatives are discussed below.

Elementary and Secondary Education:

The primary State-funded elementary and
secondary education programs are general
state aid (“apportionment”) to local school
districts and “categorical” grants including
special education and pupil transportation.
Fiscal year 1995 apportionment
expenditures increased $96 million to
approximately $2.3 billion.

Chicago School Reform

The most dramatic education changes
approved by the General Assembly are
directed at the Chicago School system.

Legislation signed by the Governor radically
changes the structure and finances of the
district, and gives broad power to the
Mayor while diminishing the power of the
Chicago Teachers Union. A plan to
establish Chicago learning zones was also
enacted.

Other School Initiatives

School districts statewide are now given
the opportunity to seek waivers from
school mandates by petitioning the State
Board of Education to remove various
requirements. School boards must show
how the request allows the district to
improve economy, efficiency and effective-
ness,
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Public school enroliment increased for the
sixth consecutive school year during 1994-
1985. With the institution of some tax
caps at the local level, and proposed
cutbacks at the federal level, important
budget considerations are being raised at
the state level.

Higher Education:

The State’s system of higher education
includes 10 public universities, 49
community colleges, 103 private, not-for-
profit institutions, 19 proprietary
institutions, and a student financial
assistance program. In addition, budget
responsibilities for the lllinois Mathematics
and Science Academy (“IMSA”), a
residential academy for students gifted in
mathematics and science, and higher
education  administrative  offices are
included within the higher education
budget. Direct State appropriations provide
support to lllinois public universities, higher
education agencies, and the IMSA, while
State grant programs support community
colleges and private institutions. Student
financial aid is available for students
attending public and private, not-for-profit
higher education institutions. A few major
highlights for fiscal year 1995 were:

Enrollments

A total of 730,440 students enrolled at
lllinois higher education institutions in fall,
1994. A total of 194,489 students, or 27
percent of total enroliments, attended a
public university; 346,979 students, or 47
percent, attended a community college;
and 188,972 students, or 26 percent,
attended a private institution.

Statewide initiatives

The lllinois system of higher education
continued the Priorities, Quality, and
Productivity (P*Q*P) initiative begun in
October, 1991, to eliminate, reduce, or
consolidate low priority programs and
activities and to reinvest resources made
available from these efforts to the highest

institutional priorities. Public universities
and community colleges each reported that
approximately $40 million in fiscal year

- 1995 reinvestments were made to high
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priority programs and activities. Nearly
$242 million has been reinvested in higher
education’s highest priorities during the
three year period since P*Q*P’s inception.
During fiscal year 1995, the lllinois higher
education community continued several
key initiatives including:  workforce
preparation, aimed at preparing youth and
adults for productive lives and careers

through improved basic academic and
technical skills; the |lllinois Articulation
Initiative, developed to facilitate the
transfer of students from one Illinois
institution to another; and improvements in
undergraduate education including,
enhanced academic technology and

telecommunications-based instructional
delivery systems, designed to improve
student access and affordability. Also
during fiscal year 1995, the lllinois Board of
Higher Education adopted a series of
policies aimed at improving the affordability
of higher education and assisting students
and parents in planning for college costs.
The policies are based on the
recommendations of the Committee to
Study Affordability that consisted of
members of the Board of Higher Education,
students, and representatives of all sectors
of higher education.

Governance

During fiscal year 1985, the governor
signed into law Public Act 89-0004,
changing the system of governance for
lllinois higher education. Effective January
1, 1996, the new law abolishes the Board
of Governors and the Board of Regents and
establishes institutional governing boards

for the following universities: Chicago
State, Eastern lllinois, Governors State,
Northeastern lllinois, Western lllinois,

lllinois State, and Northern lllinocis, and,
effective July 1, 1995, transfers Sangamon
State University to the University of Wlinois.



The new law also changes the composition
of the Board of Higher Education by
replacing the four university governing
board representatives with one represent-
ative of public university governing boards
and one representative of private institution
governing boards.

Prisons

The State is stepping up efforts to add new
prison capacity in the wake of new Truth-
in-Sentencing laws. Violent offenders will
now have to serve 85% to 100% of their
sentences for certain crimes, an impact
that will become dramatic a few years from
now. That coupled with the current
overcrowding crisis has produced a $129
million prison construction project to add
4,800 new beds. lllinois” inmate
population of 38,000 is expected to grow
to nearly 67,000 in ten vyears. The
Correction Department budget is projected
to grow from the current $666 million to
more than $1 billion by 2005,

Economic Development

A number of steps were considered or
taken by the General Assembly aimed at
improving the State’s business climate and
promoting economic development.

Tort Reform

A package of tort reforms has been signed
into law that will make it more difficult to
file suit in some cases, and limit
defendants’ losses. While injured parties
can still receive full economic damages,
non-economic damages for pain and
suffering are capped at $500,000 and
punitive damages are limited to 3 times the
economic loss. The law also ends the
ability of plaintiffs to recover full damages
from a defendant with only partial fault, an
end to the so-called “deep pocket”
doctrine.

The Structural Work Act, also known as
the “Scaffolding Act”, was repealed,
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limiting the ability of injured workers to
recover from third parties beyond their
employers, like contractors and suppliers.

Transportation

The lllinois Department of Transportation
(“IDOT") is responsible for developing,
maintaining and operating the State’s
highway system. IDOT also coordinates
and implements transit, aviation, rail and
transportation safety programs in the
State. Significant initiatives undertaken by
IDOT during fiscal year 1995 are discussed
below.

South Suburban Airport

In fiscal year 1995 IDOT continued Phase 1
preliminary engineering for the development
of a new supplemental airport to serve
northeastern lllinois and northwestern
Indiana. This work, which is scheduled to
be completed in 1996, is accompanied by a
formal public involvement process.
Development of the federally required
Environmental Impact Statement is under
way. The recently updated cost estimate
for the initial scope of the project in 1995
dollars is $2.3 billion.

The airport is scheduled to open in the year
2001 and will serve 14 million passengers
annually. The passenger count is projected
to increase to more than 60 million in
2020. The economic impacts of this
project include 53,000 permanent jobs in
2001, and 236,000 permanent jobs in
2020. In addition, the project will support
46,000 person years of construction jobs
through the Phase | work in 2001 and
102,000 through 2020.

For the Future. Education, welfare
reform including the child welfare system,
natural resources and economic
development, prisons, and maintaining the
State’s investment in its infrastructure are
areas targeted for future program needs as
discussed below.



Rainy Day Fund

More than a dozen states have a “rainy
day” fund to help out in periods of
economic downturn or when extraordinary
circumstances arise. A rainy day fund sets
aside money that can only be expended
when emergencies occur (i.e., on a “rainy
day”). It is a fiscal discipline and readiness
policy that lllinois has not adopted at this
time. The Office of the Comptroller is
currently exploring the possibility of
introducing legislation to create a rainy day
fund for lllinois.

Education

The State’s fiscal year 1996 commitment
to elementary and secondary education
includes increased apportionment to local
school districts and increased support for
higher education. In order to meet its
statutory commitment to fully fund the
State’s retirement systems, nearly $83
million has been provided to the Teacher’s
and State Universities retirement systems
in fiscal year 1996.

Welfare Reform

Welfare reform programs discussed above
will expand in fiscal year 1996 and beyond.
The Department of Children and Family
Services will receive about 10% in
additional funds to improve and
professionalize the delivery of child welfare
services in ways consistent with state and
federal requirements and continue its
progress toward a more community-
centered, needs-based system of care.

Natural Resources

Natural resources initiatives to protect
natural resources, and develop quality
recreational opportunities will also be

prioritized in the future.
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Prisons

The State will provide future funding to
address the soaring adult prison population
which is expected to reach nearly 42,000
in fiscal year 1996. The average cost of
housing an adult inmate is approximately
$16,000 a year.

Economic Development and
Infrastructure.

Also targeted for the future prioritization is
training of workers and companies to help
assure a productive work force and
maintain the State’s infrastructure. Each
year 800 to 900 miles of roads become
rough and 150 to 200 bridges become
deficient and are earmarked for repair. In
addition, support will be provided for the
State’s 17,000 mile state highway system
and for rail and mass transportation.

ECONOMIC AND FISCAL
OUTLOOK

Economic Outlook

Twelve years ago, some analysts thought
the lllinois economy had passed its prime
and was fated to a long and painful decline.
The lllinois unemployment rate soared to an
average of 12.4% in fiscal year 1983. One
out of every eight lllinoisans in the labor
force was unemployed as jobs evaporated
in the manufacturing sector that had long
been the backbone of the lllinois economy.
lllinois suffered a 23% decline (292,000
jobs) in average manufacturing employment
between fiscal year 1980 and fiscal year
1983.

Instead, the lllinois economy has staged an
extraordinary recovery during the 1990's.
The lllinois unemployment rate declined
from 8.0% during fiscal year 1992 to 5.2%
during fiscal year 1995 as the estimated
number of employed lllinoisans increased
267,000 or 4.9%, while the number of



unemployed declined 160,000 or 33.6%.
During fiscal year 1995, the average lllinois
unemployment rate was less than the
average national rate for the first time in
sixteen vyears and, for the second
consecutive year, employment increased in
every lllinois industrial sector other than
mining.

As a direct result of the strong economy,
lllinois’ General Funds saw an increase of
$1.416 billion in “base” revenue (total
revenue minus short-term borrowing) in
fiscal year 1995--the largest such increase
on record (see above graph). This growth
surpassed even fiscal year 1984 when a
temporary retroactive income tax surcharge
generated 18-months of collections in a 12-
month period and fiscal year 1970, the first
year of the income tax in lllinois.

While lllinois has succeeded in revamping
its economy over the past decade, it has
also successfully maintained its position as
one of the country's wealthiest states.
lllinois per capita personal income during
fiscal year 1995 stood at $24,393, 7.8%
or $1,768 greater than the national
average.

The true test of an economy is how well it
meets international competition. The
lllinois economy is passing this test with

flying colors. Home to such major
exporters as Caterpillar, Motorola and
Abbott Labs, lllinois ranked fifth among the
states as an exporter during 1994. Illinois
also ranked second in agricultural export
sales according to the latest reports,
leading the country in both soybean and

., corn exports.

The lllinois economy takes advantage of its
many natural strengths. During 1994 the
state was the second largest producer of
corn, soybeans, and hogs. |llinois agri-
business has developed to add value to
these products. llinois is the number one
ethanol producer among the states, and
with such major lllinois companies as
Archer Daniels Midland and A.E. Staley
(both headquartered in Decatur, the
soybean capital of the world), produces a
wide variety of specialized products based
on corn and soybeans.

Illinois continues to be home to major
producers of heavy equipment including
agricultural equipment (such as the Deere
plants in the Quad Cities), construction
equipment (Caterpillar, which is based in
Peoria and is the world's largest
construction equipment company), and
machine tools (a specialty of the Rockford
area). Although manufacturing payrolls
have been trimmed in recent years, an
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average of 955,000 lllinoisans held
manufacturing jobs during fiscal year 1995.

lllinois’ central location makes it the logical
transportation hub for the nation. As home
to O'Hare airport, the nation's largest, and
excellent highway and railroad networks,
the low distribution costs from basing an
operation in lllinois allows for the continued
generation of new jobs in transportation
and merchandising.  During fiscal year
1995, 320,000 lllincisans were employed
in the transportation, communications, and
public utilities sector, while 1.3 million
were employed
trade.

The state's role as the central distribution
point for agricultural commodities caused it
to develop as the world's leading futures
market. - lllinois continues to be a national
leader in financial industries such as
banking, derivatives trading, and insurance
and is corporate headquarters for many of
the countries leading companies. During
fiscal year 1995, finance, insurance, and
real estate employed an average of
396,000 lllinoisans. As home to 40 of the
Fortune 500 companies, lllincis ranked
third among the states, trailing only New
York and California.

Maintaining its reputation for technical
innovation, lllincis is home to major
government research laboratories such as
the Argonne National Laboratory and the
Fermi National Accelerator Lab, major
private research labs such as that operated
by Amoco OQil, major private universities
including Northwestern University and the
University of Chicago, and the state's
network of nine public universities. The
brainpower generated from these
institutions continues to make lllinois a
major center for technological advancement
and a logical location for the production of
advanced products. For example, Motorola
has chosen sites located between Chicago

in wholesale and retail

and Rockford for
products plants.

its new electronic

Forecast for the Future

The most recent economic forecast for the
lllinois economy prepared by the consulting
firm of DRI/McGraw-Hill sees lllinois
employment growing at a 1.4% annual rate
between the latter part of 1995 and the
end of 1997 with employment growth
slowing to a 1.2% annual rate during the
final three years of the millennium. Across
the nation, employment growth s
estimated at a 1.6% annual rate over the
same periods. The risk to the lllinois
economy that could cause the slower
growth rate in employment is an expected
slowdown in business investment that
would reduce purchases of some of the
durable goods that are still major industries
in lllinois. .

The longer term DRI forecasts expect
continued growth in the lllinois economy,
particularly in the service sector. Between
1995 and 2010, lllinois is expected to add
950,000 jobs, a 17% increase. Almost
600,000 of these new jobs are expected to
be in services.

Long-Term Demographic Trends

State government provides services to the
citizens of lllinois. Changes in the structure
of the lllinois population, therefore, will
have a significant impact on the demand
for services by the people of lllinois.

The steady increase in the lllinois
population is expected to continue into the
twenty-first century. The U.S. Census
Bureau estimates that the lllinois population
will approach 12 million by 2020. In
addition, the composition of the Hlinois
population is  undergoing  significant
changes. lllinois, like the rest of the
nation, has been experiencing a growing
proportion of senior citizens in its
population. In 1970, 9.8% of the illinois
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population was aged 65 or over. In 1994,
this group had increased to 12.6% of the
lllinois population. The lllinois Department
on Aging estimates that the proportion of
the lllinois population over age 60 will
increase from 17.0% in 1990 to almost
25% in 2020.

In contrast to the growing share of elderly
in the lllinois population, the proportion of
younger lllinoisans has dropped
dramatically. In 1970, over one-third of all
llinoisans (34.2%) were seventeen or
younger. By 1994, only 26.2% of all
lllincisans fell into this age group.

FISCAL OUTLOOK

For the second consecutive fiscal year the
state’'s General Fund GAAP balance
improved, rising from a $1.595 billion
deficit in 1994 to a $1.204 billion deficit in
1995. Fiscal year 1925 also marked the
third straight year of improvement in the
state's General Funds budgetary balance
{(measured on a cash basis) as the balance
rose from a $422 million deficit in fiscal
year 1994 to a $341 million deficit in
1995.

Two major items accounted for this
improvement. First, the relatively strong
state economy, with rising employment,
personal income and corporate profits,
produced $1.416 billion in "base" revenue
growth. Second, the state was able to
significantly reduce the level of Medicaid
payables outstanding. This was the first
such reduction since fiscal year 19889.

Between 1994 and 1995, the Section 25
General Fund liabilities payable out of

future year appropriations declined by $451
million. Of that amount, $8 million was
attributable to the State's heaith insurance
program for employees, retirees, and their
dependents. The remaining $443 million
reduction in liabilities can be traced to the
Medicaid program. The reduction in
Medicaid payables was made possible by
two factors. First a rate freeze instituted in
early calendar year 1994 helped contain
the cost of the Medicaid program.

Second, a more than $1.1 billion increase
in appropriations and payments issued
essentially allowed for the allocation of
more resources to Medicaid than were
needed to cover the fiscal year 1995,
liability, thereby reducing the amounts
payable out of future year resources.
Building on the cash improvements from
the prior two years, overdue payables from
the General Funds were reduced steadily
throughout fiscal year 1995. Although
payment delays were still commonplace,
those delays were shorter than at most
times during the four previous years.

Traditionally, $200 million has been
considered the minimum available balance
necessary to meet the state's daily payout
needs in a timely manner. From July, 1994
through June, 1995, the end-of-month
General  Funds available balances were
below the $200 million mark in eight of the
twelve months. The financial community,
however, generally believes that 4%-5% of
the state's 15-month budgetary
expenditures is a more adequate working
balance. As evident in the following chart,
the state's end-of-month balances have not
been at or above the 4% threshold since
fiscal year 1990.
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In order to continue to improve its fiscal
health, the state faces several challenges.
First, in order to build balances to more
acceptable levels and reduce overdue
payables, resources must be redirected to
these purposes. Reducing the Section 25
component of deferred liabilities will also
require the further allocation of resources in
excess of the fiscal year's Medicaid liability
and controlling the growth of medical
costs.

The ability to allocate resources will be
constrained on one hand by revenue
growth and on the other by the budgetary
needs of other programs such as education
and those administered by the Departments
of Mental Health, Corrections and Children
and Family Services.

As noted above, fiscal year 1995 General .

Funds revenue growth was the highest
ever recorded. Since revenue growth will
mirror the strength of the economy, a
repeat performance is not likely in the near
future. In fact, fiscal year 1996 revenue
growth is currently estimated at $711
million ("base"), barely half the fiscal year

1995 increase. With slower revenue
growth, the possibility of future reductions
in deferred liabilities will depend on closer
scrutiny of expenditures.

Second, the size, scope, and demographics
of Medicaid are not static. There are
several dynamic factors driving Medicaid
costs. Advances in medicine have resulted
in new and beneficial, but often extremely
costly treatments. The aging of the
population in general, and in lllinois in
particular, means that one of the fastest
growing and most expensive to treat
segments of the population will exert even
stronger influence on the demand for health
care services.

Like other states, lllinois has already taken
some steps to control the runaway costs of
Medicaid. These include the elimination of
same optional services offered by the state

and a proposed managed care system.

In addition, fundamental changes in the
Medical Assistance program at the federal
level--whether Medicaid will remain as an
entitlement or be changed to a block grant
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program--will also have a profound effect
on the State's budget. All of these
pressures and more are also apt to result in
significant changes in the way health care
services are both paid for and delivered.

Longer-term issues of future generation
liability will also have to be addressed.
These issues include additional liabilities for
future pension benefit payouts ($9.4
billion), general and special obligation bond
principal ($7.1 billion) and compensated
absences ($444 million). When current
financial resources are insufficient to meet
current costs, we defer those costs to
future periods and generations. During
fiscal year 1995, pension liabilities
increased as did debt service costs and
compensated absences, implying that the
state is not meeting its responsibility to pay
for its current costs.

Independent Audit

The lllinois Auditor General has elected to
perform a “department by department”
single audit in conformity with the
provisions of the Single Audit Act of 1984
and the U.S. Office of Management and
Budget Circular A-128, Audits of State and
Local Governments. and, for State
universities, Circular A-133, Audits of
Instituti f Higl Ed . | Ot
Nonprofit Institutions. @ Separate depart-
mental financial reports for those State
agencies subject to the Single Audit Act
include the schedule of federal financial
assistance, findings and recommendations,
and the auditor’s reports on internal control
and compliance with applicable laws and
regulations. The lllinois Auditor General has
performed an audit of the accompanying
general purpose financial statements in
accordance with generally accepted
auditing standards, and his unqualified
opinion is presented herein.

Certificate of
Achievement

The Government Finance Officers
Association of the United States and
Canada (“GFOA") awarded a Certificate of
Achievement for Excellence in Financial
Reporting to the State of lllinois for its
comprehensive annual financial report
(“CAFR") for the fiscal year ended June
30, 1994. This is the eleventh consecutive
year that the State has received this
prestigious award in governmental financial
reporting. In order to be awarded a
Certificate of Achievement, the State of
lllinois published an easily readable and
efficiently organized CAFR whose contents
conform to program standards. This report
satisfied both generally accepted

. accounting principles and applicable legal

requirements. A Certificate of Achievement
is valid for a period of one year only. We
believe our current report continues to
conform to the Certificate Program’s
requirements. | will be submitting this
report to the GFOA to determine its
eligibility for another certificate.

Acknowledgments

The preparation of this year’s CAFR could
not have been accomplished without the
combined efforts of my industrious staff at
the Comptroller's Office, the Auditor
General’s Office, and all agencies included
in this report. | would like to express my
sincere thanks for your dedication and
efforts to complete this year’s report in a
timely manner. ’

Sincerely,

St ) Arstiichom

Loleta A. Didrickson
Comptroller
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FINANCIAL SECTION

The Financial Section which follows includes the auditor’'s report, the
general purpose financial statements and the combining and individual fund
and account group statements and schedules.
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STATE OF ILLINOIS

WILLIAM G. HOLLAND
AUDITOR GENERAL
Honorable James "Pate™ Philip, President of the Senate
Honorable Lee A. Daniels, Speaker of the House
Members of the General Assembly
Honorable Jim Edgar, Governor
Honorable Loleta Didrickson, Comptroller

We have audited the accompanying general-purpose financial statements of the State of Illinois as of
and for the year ended June 30, 1995 as listed in the foregoing table of contents for Section II. These
general-purpose financial statements are the responsibility of the State’s management. Qur responsibility is to
express an opinion on these general-purpose financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the general -purpose
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the general-purpose financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall general-purpose financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion. :

In our opinion, the general-purpose financial statements listed in the foregoing table of contents for
Section II present fairly, in all material respects, the financial position of the State of Illinois as of June 30,
1995, and the results of its operations and cash flows of its proprietary fund types and nonexpendable trust
funds for the year then ended, in conformity with generally accepted accounting principles.

Our audit was made for the purpose of forming an opinion on the general-purpose financial statements
taken as a whole. The combining and individual fund and account group financial statements and budgetary
schedules, listed in the table of contents for Section II, are presented for purposes of additional analysis and
are not a required part of the general-purpose financial statements of the State of Illinois. Such information
has been subjected to the auditing procedures applied in the audit of the general-purpose financial statements
and, in our opinion, is fairly stated in all material respects in relation to the general-purpose financial
statements taken as a whole,

The statistical and economic data listed in the table of contents for
and accordingly, we do not express an opinion thereon.

ction III were not audited by us,

G. HOLLAND
Auditor General
State of Ilinois
Springfield, Ilinois
December 29, 1995

OFFICE OF THE AUDITOR GENERAL * ILES PARK PLAZA + 740 EAST ASH « SPRINGFIELD, ILLINOIS 62703-3154 + 217/782-6046
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GENERAL PURPOSE FINANCIAL STATEMENTS

General Purpose Financial Statements provide a summary overview of
the financial position of all funds and account groups and of the operating
results by fund type. They also serve as an introduction of the more de-
tailed statements and schedules that follow.
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STATE OF ILLINOIS
Combined Balance Sheet - All Fund Types, Account Groups
and Discretely Presented Component Units

June 30, 1995
(Expressed In Thousands)
Proprietary
Governmental Fund Types Fund Types
Special Debt Capital Internal
General Revenue Service Projects _Enterprise Service
Assats and other debits
Assets:
Cash and cash equivalents $ 417,587 $ 2,122695 § 329,600 $ 115531 § 46,788 $ 127,724
Investments 115,636 13,928 87,587 15,882 228,395
Receivables, net:
Taxes 809,860 297,477
Intergovernmental 877,760 1,191,460 803 6,967 363
Other. 230,893 128,246 2,374 27 25,044 6,036
Due from other funds. 202,541 279,003 30 24,239 59,183
Due from component units 31,530 548 75 5,745
Due from primary government
Inventories 25,289 38,091 6,046 12,442
Prepaid expenses 718 2,578
Loans and notes receivable 52,241 82,278 25,500 602,304
Restricted assets ($104,567 cash equivalents)....... 169,611 108
Property, plant and equipment, net................c.o... 4,146 39,317
Other assets. 11,468 6,411 6
Other debits:
Amount available in debt service funds for:
Retirement of general obligation bonds..............
Retirement of special obligation bonds....
Retirament of other obligations...........ceeecereneces
Amount to be provided for:
Retirement of general obligation bonds..............
Retirement of special obligation bonds..............
Retirement of other obligations.........
Pension liabilities.
Total assets and other debits $ 2774805 § 4160,137 $ 445091 § 132318 $ 1,114264 § 253,496
Liabilities, equity and other credits
Liabilities:
Accounts payable and accrued liabilities................. $ 2650428 $ 370,385 $ 658 §$ 87854 $ 41,981 § 133,651
Intergovernmental payables 807,423 900,566 12,522 3 165
Due to other funds 197,197 291,742 14 . 4,667 6,826 3,258
Due to component units 157,223 16,805 62 77
Due to primary govemment
Deferred revenues, 166,478 262,087 5,937 10,398 3
Liabilities payable from restricted assets.................
Depository and other liabilities 1,008 220 19,734 23,260
Notes payable 95,954
Accrued retirement costs
General obligation bonds payable..........ccccvececrnne..
Special obligation bonds payable....
Revenue bonds payable. 740,320
Other obligations 84,402 11,134
Total liabilities 3,978,749 1,842,593 893 111,042 999,618 171,548
Equity and other credits:
Contributed capital 18,686
Investment in fixed assets
Retained eamings:
Reserved 86,553
Unreserved 28,093 63,252
Fund balances (deficits):
Reserved for:
Encumbrances. 125,326 1,478,976 541,404
Unemployment compensation benefits.........
Net assets available for plan benefits..........,
Other. 74,950 786,547 25,500 15,912
Unreserved:
Designated 418,698
Undesignated (1,404,220) 52,021 ___(536,040)
Total equity (deficit) and other credits 1,203,944 2,317,544 444 198 21,276 114,646 81,948
Total liabilities, equity and other credits $ 2774805 § 4,160,137 $ 445091 $ 132318 § 17114264 S 253,496

The accompanying notes to the financial statements are an integral part of this statement.
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Fiduciary Total Total
Fund Type Account Groups {Memorandum (Memorandum
Trust General General Only) Only)
and Fixed Long-Term Primary Component Reporting
Agency Assets Obligations Government - Units Entity
$ 3,840,533 $ 7000458 $ 609,387 § 7,609,845
23,148,064 23,610,492 1,439,786 25,050,278
387,729 1,495,066 1,495,066
30,431 2,107,784 59,966 2,167,750
1,310,581 1,703,201 148,677 1,851,878
34,489 599,485 36,894 636,379
3,327 41,225 41,225
174,230 174,230
81,868 49,037 130,905
3,296 44,026 47,322
762,323 1,519,206 2,281,529
. 169,719 369,656 539,375
20,736 $ 4,367,921 4,432,120 6,531,247 10,963,367
855,162 873,047 86,788 959,835
$ 294,428 294,428 294,428
121,640 121,640 121,640
2,630 2,630 2,630
4,997,365 4,997,365 4,997,365
1,730,371 1,730,371 1,730,371
1,472,555 1,472,555 1,472,555
9,445,652 9,445 652 9,445,652
$ 29,632,052 $ 4367921 § 18064,641 $ 60944725 §$ 11068900 $ 72,013,625
$ 360,476 $ 3645434 $ 576,488 §$ 4,221,922
2,199,207 3,919,886 3,024 3,922,910
85,781 599,485 36,894 636,379
63 174,230 174,230
41,225 41,225
1,083 445,966 67,549 513,515
28,032 28,032
3,558,427 3,602,649 156,209 3,758,858
. 95,954 39,988 135,942
$ 9445852 9,445,652 9,445,652
5,291,793 5,291,793 5,291,793
1,852,011 1,852,011 1,852,011
13,972 754,292 3,374,208 4,128,500
26 1,475,185 1,570,747 144,114 1,714,861
€,229,015 18,064,641 31,398,099 4,467,731 35,865,830
18,696 33,530 52,226
$ 4,367,921 4,367,921 4,272,807 8,640,728
86,553 242,304 328,857
91,345 1,160,033 1,251,378
3 2,145,708 38,780 2,184,489
1,888,149 1,888,149 1,888,149
21,494,002 21,494,002 21,494,002
245 903,154 802,172 1,805,326
418,698 9,087 427,785
20,638 {1,867,601) (57,544) {1,925,145)
23,403,037 4,367,921 29,546,626 6,601,169 36,147,795
$ 29,632,052 $ 4367921 $ 18064641 $ 60944725 § 11,088,900 $ 72,013,625




STATE OF ILLINOIS
Combined Statement of Revenues, Expenditures,
Other Sources and Usss of Financial Resources
and Changes in Fund Balances
All Governmental Fund Types, Expendable Trust Funds
and Discretely Presented Component Units
For the Year Ended June 30, 1935

(Expressed in Thousands)
Total
Fiduciary {Memorandum
Governmental Fund Types Fund Type Cnly)
Special Debt Capital Expendable Primary
General Revenue Sarvice Projects Trust Govemment
Revenues: .
Income taxes $ 6298670 §$ 565,814 $ 6,862484
Sales taxes. 4,614,459 1,657,233 6,271,692
Motor fuel taxes 1,154,482 1,154,482
Public utility taxes. 765,217 219,799 985,016
Other taxes 1,383,862 437,144 $ 1,445,071 3,266,077
Federal government 3,982,893 4607658 $ 385 $ 807 48,114 8,639,857
Licenses and fees. 86,583 914,273 243 1,001,099
Interest and cther investment income.............. 124,873 64,648 37,809 669 83,899 311,898
Other. - 451,858 575,338 7 5122 2,985 1,035,374
Total revenues 17,708,415 10,196,389 38,508 6,598 1,580,069 29,527,979
Expenditures:
Current:
Health and 50cial ServiCes.......cvmmeerersssererner 7,631,034 989,532 3,000 77 8,623,643
Education. 4,223,739 1,133,941 38,165 5,385,845
General government. 963,960 3,553,352 252 50,084 3,535 4,571,183
Social assistanca. 1,427,807 1,441,896 1,125,763 3,995,466
Transportation 32,586 2,404,228 276,558 2,713,372
Public protection and justica.........aueiess. 1,086,075 347,700 134 3,965 1,437,874
Natural resources and recreation................ 83,058 212,489 83,020 40 388,607
Debt sarvice:
Principal. 11,574 4,200 427,902 443,676
Interast 74,014 19,416 351,060 444,490
Capital outiays. 45072 81,303 163,888 98 290,361
Total expenditures 15,588 919 10,188,057 779,214 814,849 1133478 - 28,304 517 —
Excess (deficiency) of revenues
over {under) expenditures 2,117,496 8,332 (740,706) (608,251) 446 591 1,223,462
Other sources (uses) of financlal resources:
Proceeds from notes and general/special
obligation DONK ISSUBS...cccrresrersrseseessosseneass 776,220 776,220
Operaling transfers-in. 1,151,692 2,149,096 846,407 50 2,629 4,149,874
Operating transters from component units........ 1 39 40
Operating transfers from primary govemment.. -~
Operating transfers-out (1,710,605) (1,774,642) (50,670) {11,501) (16,762) {3,564,180)
Operating transfers to component units............ (1,176,420) (39,692) (161,757) (1,377,869)
Capital lease financing. 6,243 4,468 10,711
Proceeds from certificate of participation.......... 3,257 15,545 18,802
Nat othar sources (uses) of
financlal resources (1,729,089) 339,269 798,994 618,557 (14,133) 13,598
Excess (deficiency) of revenues
over (under) expenditures and )
net other sources (uses) of
financial resources 388,407 347,601 58,288 10,306 432,458 1,237,060
Fund balances (deficit), July 1, 1994, as )
previously reported (1,595,101) 1,971,727 361,549 10,970 1,473,348 2,222 493
Restatement/raciassification of fund balances (1,784) 24 361 (15) 22,562
Fund balances (deficit), July 1, 1994, as restated {1,595,101) 1,969,943 385,910 10,870 1,473,333 2,245,055
Residual equity transfers-in. 2,750 2,750
Fund balances (deficit), June 30, 1995 $ (1203944) $ 2317544 § 444198 $ 21276 § 1905791 § 3,484,865

The accompanying notes to the financial statements are an integral part of this statement.



(Memorandurmn

Only)

Component Reporting

Units Entity
$ 6,862,484
6,271,692
1,154,482
985,016
3,266,077
$ 23925 8,663,782
1,046 1,002,145
282 312,180
2,348 - 1,037,722
27,601 29,555,580
1,533 8,625,176
31 5,395,876
5,727 4,576,910
4 3,995,470
2,713,372
1,437,874
1 388,608
443,676
444 490
37 290,398
7,333 28,311,850

20,268 1,243,730

776,220

4,149,874

40

3,795 3,785
(2,048) (3.566,228)
(1,377,869)

10,711

18,802

1,747 15,345
22015 1,259,075
5,370 2,227,863
1,799 24 361
7,169 2,252 224
2,750

$§ 29184 $ 3514049




STATE OF ILLINOIS
Combined Statement of Revenues, Expenditures, Other
Sources and Uses of Financial Resources and Changes
in Budgetary Fund Balances-Budget and Actual (Non-GAAP)
All Budgeted Fund Groups (See Note 2)
For the Year Ended June 30, 1995
{Expressed in Thousands)

General Funds Highway Funds
Final Variance Final Variance
Budget Actual Qver (Under) Budget Actual Over (Under)
Rovenues:
Income taxes $ 6,071,000 $ 6,231,121 § 160,121
Sales taxes..........ceceeeeeeeereennens 4,565,000 4,650,361 85,361
Motor fuel taxes $ 1,127,500 $§ 1,131,059 $ 3,559
Public utility taxes.. 745,000 742,937 {2,063)
Federal government............ccuccrveerecremrsereseren: 2,570,000 3,000,854 430,854 685,300 826,845 141,545
Other. . 1,223,000 1,353,113 130,113 749,888 773,105 - 23,217
Less:
Refunds 11,290 9,260 (2,030) 26,303 14,753 (11,550)
Total revenues 15,162,710 15,969,126 806,416 2,536,385 2,716,256 179,871
Expenditures:
Current:
Health and social services........cccceceeereceeennes 6,373,279 6,330,102 (43,177)
Education 5,370,289 5,354,442 (15,847)
General govemment.........c.ccveerrmesmereesenenns 994,838 980,055 (14,783) 228,888 225,869 (3,019)
Transportation . 37,730 37,426 (304) 2,092,361 2,072,001 (20,360)
Social asSiStanCe.......c.eccereererrrrereccsonessneaes 1,540,906 1,621,970 {18,936) 1,440 1,440 -
Public protection and justice....... 1,099,808 1,089,062 {10,746) 52,733 52,728 (5)
Natural resources and recreation 94,001 93,037 (964)
Debt service:
Principal
Interest
Capital outlays 85,573 84,067 (1,506) 36,157 33,764 (2,393)
Total expenditures 15,596,424 15,490,161 {106,263) 2,411,578 2,385,802 (25,777)
Excess (deficlency) of revenues
over (under) expenditures (433,714) 478,965 912,679 124,806 330,454 205,648
Other sources (uses) of financlal resources:
Proceeds from general and special
obligation bond issues. 300,000 300,000 -
Operating transfers-in 2,471,000 2,519,288 48,288 1,252,800 1,260,531 7,731
Operating transfers-out (3,222,000) (3,217,687) 4,313 (1,397,294)  (1,402,391) (5,097)
Budgetary funds-nonbudgeted accounts......ceue..
Excess (deficiency) of revenues over
(under) expenditures, other sources
(uses) of financial resources and
budgetary funds-nonbudgeted accounts (884,714) 80,566 965,280 (19,688) 188,594 208,282
Budgetary fund balances (deficits), July 1, 1994,
as praviously reported (421,725) (421,725) - 346,315 346,315 -
Reclassifications between budgetary/nonbudgetary
funds-net
Budgsetary fund balances (deficits), July 1, 1994,
as reclassified {421,725) {421,725) o - 346,315 346,315 -

Budgetary fund balances (deficits), June 30,

1985 § (1306439)8 (341,159)$ 965280 § 326,627 & 534,909 § 208,282

The accompanying notes to the financial statements are an integral part of this statement.
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University Funds Special State Funds Bond Financed Funds
Final Variance Final Variance Final Variance
Budget Actual Over (Under) Budget Actual Over (Under) Budget Actual Over (Under)
$ 1263863 $ 1,284915 § 21,052
444,787 443,826 (961)
18,809 17,424 (1,385)
219,578 218,975 (603)
$ 20 § 17 § (3) 1,236,053 1,331,445 95,392
399,418 417,842 18,424 3,444,539 3,480,096 35,557 - $ 47 8 47
37 28 {9) 735,823 725,771 (10,152)
399,401 417,831 18,430 5,891,706 6,050,910 159,204 - 47 47
2,330,853 2,204,565 (126,288) 3,000 3,000 -
373,431 367,538 {5,893) 173,646 109,848 (63,798) 25,911 25,880 31)
3,161,588 2,975,172 {186,416) 49,432 48,386 (1,046)
195,896 190,906 (4,990) 282,910 280,620 (2,290)
697 609 (88) 624 415 (209)
199,952 162,574 (37,378)
291,455 248,227 (43,228) 125,421 120,815 (4,606)
3,000 2,588 (412)

31,921 31,207 (714) 27,349 25,409 (1,940) 358,060 307,637 {50,423)
406,049 399,354 (6,695) 6,384,363 5,919,704 (464,659) 844,734 786,338 (58,396)

(6,648) 18,477 25,125 {492,657) 131,206 623,863 (844,734) (786,291) 58,443

387,000 387,000 - 684,999 776,221 91,222

- 140 140 1,145,525 1,146,704 1,179 44,401 41,988 (2,413)

(554) (553) 1 (1,606,841)  (1,654,734) (47,893) (44,401) (41,988) 2,413
(72,053) {72,053) -

(7,202) 18,064 25,266 {639,026) (61,877) 577,149 (159,735) (10,070) 149,665
(24,467) (24,467) - 400,290 400,290 - 102,003 102,003 -
(24,467) (24,467) - 400,290 400,290 - 102,003 102,003 -

$ (31669 % {6,403) $ 25266  $ (238,736) $ 338413 § 577,149 (57,732) $ 91,933 $§ 149,665
{continued)



{continued)

STATE OF ILLINOIS

Combined Statement of Revenues, Expenditures, Other
Sources and Uses of Financial Resources and Changes
in Budgetary Fund Balances-Budget and Actual (Non-GAAP)

Revenues:
Income taxes
Sal6S tAXES....cueeeeiiecc e ce s e sane e s raas
Motor fuel taxes......
Public utility taxes.....
Federal government
Other
Less:

Refunds
Total revenues

Expenditures:
Current:

Health and social services.........cccecvecueeennne.
Education
General government.
Transportation

Social assistance
Public protection and justice..........cceeecriannnae
Natural resources and recreation..........cccceeees
Debt service:
* Principal..
Interest
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other sources (uses) of financial resources:
Proceeds from general and special
obligation bond issues
Operating transfers-in
Operating transfers-out

Budgetary funds-nonbudgeted accounts..............

Excess (deficiency) of revenues over
(under) expenditures, other sources
{uses) of financial resources and
budgetary funds-nonbudgeted accounts

Budgetary fund balances (deficits), July 1, 1994,
as previously reported

Reclassifications between budgetary/nonbudgetary
funds-net

Budgetary fund balances (deficits), July 1, 1994,
as reclassified

Budgetary fund balances (deficits), June 30, 1995

All Budgeted Fund Groups (See Note 2)
For the Year Ended June 30, 1995
(Expressed in Thousands)

Debt Service Funds Federal Trust Funds
Final Variance Final Variance
Budget Actual Over (Under) Budget Actual Qver (Under)
$ 150 $ 370 § 220 $ 2411510 $ 2,047,782 $ (363,728)
6,070 27,970 21,900 89,646 105,859 16,213
2,755 255 (2,500)
6,220 28,340 22,120 2,498,401 2,153,386 (345,015)
641,742 510,087 (131,655)
983,466 832,005 (151,461)
594,046 341,472 (252,574)
134,310 134,310 -
252,375 191,979 (60,396)
133,264 103,810 (29,454)
85,908 56,105 (29,803)
1,273,555 1,262,584 (10,971)
247,602 247,602 -
14,721 10,762 (3,959)
1,521,157 1,510,186 (10,971) 2,839,832 2,180,530 (659,302)
(1,514,937)  (1,481,846) 33,091 (341,431) (27,144) 314,287
1,539,098 1,532,118 (6,980) 38,546 39,315 769
(3,000) (2,588) 412 (7.442) (7,805) (363)
(33,234) (33,234) )
21,161 47,684 26,523 (343,561) (28,868) 314,693
254,204 254,204 - (121,003) (121,003) e
300 300 -
254,204 254,204 —— {120,703) (120,703) -
$ 275,365 $ 301,888 $ 26523 § (464264)8% (149571) % 314,693
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Total

Revoiving Funds State Trust Funds {(Memorandum Only)
Final Variance Final Variance Final Variance
Budget Actual Over (Under) Budget Actual Over (Under) Budget Actual Over (Under)
$ 7334863 $ 7,516,036 $ 181,173
$ 261,106 $ 261,106 $ - 5,270,893 5,355,293 84,400
22,290 22,290 - 1,168,599 1,170,773 2,174
964,578 961,912 (2,666)
239,198 200,788 (38,410) 7,142,231 7,408,101 265,870
$ 240,049 $ 231,368 $ (8,681) 309,372 317,506 8,134 6,461,982 6,706,906 244,924
10 6 (4) 776,318 750,073 (26,245)
240,039 231,362 (8,677) 831,966 801,690 (30,276) 27,566,828 28,368,948 802,120
3,475 280 (3,195) 9,352,349 9,048,034 (304,315)
5,662 3,983 (1,679) 196,505 183,224 (13,281) 7,128,910 6,876,920 (251,990)
194,869 180,987 (13,882) 129,620 113,851 (15,769) 5,353,281 4,865,792 (487,489)
702 615 &7) 2,743,909 2,715,878 (28,031)
97,494 83,147 (14,347) 1,893,536 1,799,560 (93,976)
42,387 40,808 (1,579) 3,990 1,485 (2,505) 1,532,134 1,450,467 (81,667)
3,426 2,831 (595) 600,211 521,015 (79,196)
1,276,555 1,265,172 (11,383)
247,602 247,602 .
8,005 6,251 {1,754) 6,393 6,075 (318) 568,179 505,172 (63,007)
251,625 232,644 (18,981) 440,903 380,893 (50,010) 30,696,666 29,295,612 (1,401,054)
{11,586) (1,282) 10,304 391,063 410,797 19,734 (3,129,838) (926,664) 2,203,174
1,371,999 1,463,221 91,222
- 102 102 6,491,370 6,540,186 48,816
(376) (228) 148 (6,000) (6,217) {217) (6,287,908)  (6,334,191) (46,283)
(412,100) (412,100) - (517,387) (517,387) =
(11,962) (1,408) 10,554 (27,037) (7,520) 19,517 (2,071,764) 225,165 2,296,929
9,345 9,345 - 77175 77175 - 622,137 622,137 -
94 94 — 384 394 -
9,345 9,345 - 77,269 77,269 - 622,531 622,531 -
$ (2617) $ 7,937 § 10554 & 50E232 $ 69!749 $ 1 9!517 $ (1,449233) 8% 847,696 $§ 2,296,929
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STATE OF ILLINOIS
Combined Statement of Revenues, Expenses and Changes
in Retained Earnings/Fund Balances
All Proprietary Fund Types,
Nonexpendable and Pension Trust Funds,
and Discretely Presented Component Units
For the Year Ended June 30, 1995
{Expressed In Thousands)

Total Total
Proprietary Fiduclary {Memorandurn {Memorandum
Fund Type Fund Type Only) Only)
Internal Nonexpandable Pension Primary Component Reporting
Enterprise Service Trust Trust Government Units Entity
Operating revenues:
Charges for sales and Services.........cuwaene. $ 1657483 § 837461 § 27 $ 2494971 § 346788 $ 2,841,759
Contributions:
Employer. $ 876336 876,336 876,336
Employee 758,436 758,436 758,436
Other 36,931 36,531 36,531
Interest and other investment income............. 67,682 40 148 1,375,264 1,443,134 152,361 1,595,495
Other. _36617 284 7 35,908 6,755 43,663
Total operating revenues 1,798,313 837,785 182 3,010,036 5,646,316 505,904 6,152,220
Operating expenses:
Costs of sales and services. 158,463 181,963 340,426 705 341,131
Benefit payments and refunds 31,780 600,780 1,901,098 2,533,659 28,293 2,561,952
Prizas and claims. 858,018 859,018 859,018
Interest. 45,775 839 989 47,603 220,034 267,637
General and administrative...........coeeeeeecescsens. 93,015 26,359 18 20,906 140,298 137,365 277,663
Depreciation, 1,535 20,121 2,297 23,953 66,316 90,269
Other, 9,598 3,314 7 587 13,506 73,866 87,372
Total operating expenses 1,199,184 833,376 25 1,925,878 _3,958.463 526.579 4,485,042
Operating income (loss) 599,129 4,409 157 1,084,158 1,687,853 {20,675) 1,667,178
Nonoperating revenues (expenses):
Investment income 2,376 1,398 3,774 32,062 35,836
Interest expense (3,490) (1,167) (4,657) (76) (4,733)
Other revenues. 339 194 ' 533 58,922 59,455
Other expenses. (258) (729) {987) (299) (1,286)
Income bafore operating transfers 598,006 4,105 157 1,084,158 1,686,516 69,934 1,756,450 —
Operating transfers-in 630 280 910 5,815 6,725
Operating transfers from primary government...... 22,135 22,135
Operating transfers-out. (586,486) (69) (49) (586,604) (3.767) (590.371)
Operating transfers to primary government.......... (1) {1)
Net income 12,240 4,316 108 1,084,158 1,100,822 94,116 1,194,938
Retained samings/fund balances, July 1, 1994,
as praviously reported 102,406 58,936 3,136 20,409,844 20,574,322 1,286,105 21,860,427
Reclassification/restatement retained eamings/
fund balances 22,118 22,116
Retained eamings/fund balances, July 1, 1994,
as rastated 102,406 58,936 3,136 20,409,844 20,574,322 1,308,221 21,882,543

Retained earmings/fund balances, June 30, 1995 $ 114646 § 63252 & 3244 $ 21,494,002 §$ 21675144 $ 1402337 $ 23,077,481

The accompanying notes to the financial statements are an integral part of this statement,
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STATE OF ILLINOIS

Combined Statament of Cash Flows

All Proprietary Fund Types, Nonexpendable Trust Funds
and Discretely Presented Component Units
For the Year Ended June 30, 1995

The accompanying notes to the financial statements are an integral part of this statement.

13

(Expressed in Thousands)
Total Total
Proprietary Fiduciary (Memorandum {Memorandum
Fund Type Fund Type Only) Only)
Internal Nonexpendable Prmary Component Reporting
Enterprise Service Trust Governmsnt Units Entity
Cash flows from operating activities:
Cash received from sales and services $ 1693671 § 844851 $ 27 $ 2538549 $ 554,524 § 3,093,073
Cash payments 10 suppllers for goods and SBIVICES.......iwecssmeremmssarseessanes (203,322) (725,393) (1] (928,722) (166,283) (1,095,005)
Cash payments to employees for services. (84,082) (50,908) (134,990) (89,666) (224,656)
Cash receipts from other operating activities. 163,019 251 12 163,282 2,549,561 2,712,843
Cash payments for other operating activities. (1,030,314) (1,834) (29} {1,032,177) (2,853,057) (3,885,234)
Net cash provided by (used in) operating activities 538,972 66,967 3 605,942 (4,921) 601,021
Cash fiows from noncapital financing activities:
Proceeds from borrowing. 48,764 48,764 125,653 174,417
Principal paid on borrowing (52,970) (52,970) {115,594) (168,564)
Interest paid on borrowing (3,190) {3,190) (1,733) (4,923)
Operating transfers-in from other funds. 643 280 923 5817 6,740
Operating transfers from primary government 22,135 22,135
Operating transfers-out to other funds. (586,447) (69) (49) (586,565) (3,769) (590,334)
Residual equity transfers-out (2,750) (2,750) (2,750)
Cther noncapital financing activities 216 93 309 8.414 8723
Net cash provided by (used in) noncapital financing activities (592,984) (2,446) (49) (595,479) 40,923 (554,556)
Cash fiows from capital and related financing activities:
Acquisition and construction of capital assets (1,649) {2,905) (4,554) (122,707) (127,261)
Principal paid on bond maturities and squipment contracts............c.c..eee.... (8,750) (17,219) (25,969) (24,660) (50,629)
Interest paid on bond maturities and equIPMENt CONTACES........courrersrrrsrreens (1,166) (1,166) 37 (1,203)
Proceads from sale of equipment 25 25 6 31
Other capital and related financing activities. 2 2
Net cash (used in) capital and related financing activities (10,374) (21,290) (31,664) (147,400) (179,064)
Cash flows from investing activities:
Purchase of investment securities. (106,283) (38) (106,321} (69,788) (176,109)
Praceeds from sale and maturities of Investmant securities...........ccecrum... 192,761 192,761 126,686 319,447
Interest and dividends on investments. . 2,261 1,337 140 3,738 32,033 35,771
Net cash provided by investing activities 88,739 1,337 102 90,178 88,931 179,109
Net Increase (decrease) in cash and cash aquivalenis 24,353 44,568 56 68,977 (22,467) 46,510
Cash and cash equivalents, July 1, 1994 84,137 83,156 2,053 169,346 455,194 624,540
Cash and cash equivaients, June 30, 1935 $ 108,490 $ 127,724 § %109 $ 238!323 $ 432727 $ 671,050
Reconciliation of cash and cash equivalents to the balance sheet:
Total cash and cash aquivalents per the balance sheet..........cceccuceeerervenen $ 46,788 $ 127,724 § 3,840,533 4,015045 § 609,387 $ 4,624,432
Add: restricted cash equivalents 61,702 61,702 42,865 104,567
Less: expandable trust, pension, and non-propristary componant unfts..... (3,838,424) (3,838,424) (219,525) (4,057,949)
Cash and cash equivalents, June 30, 1995 $ 108490 § 127,724 & 2109 § 238323 $ 432,727 § 671,050
Reconciliation of operating Income (loss) to net cash
provided by (used in) operating activities:
Operating income (loss) $ 599,129 $ 4408 $ 157 ¢ 603,695 § (20,675) $ 583,020
Adjustmaents to reconciie operating incorna (loss) to net cash ’
provided by (used In) operating activities:
Depreciation. 1,535 20,121 21,656 66,316 87,972
Provision for uncollectible accounts. .(84) (728) 812) 957 145
(Increase) decrease In accounts receivabie. (63,445) 3,929 (6) (59,522) (47,579) (107,101)
(Increase) decrease in due from other funds. (4,168) 39,388 35,220 8,799 44,019
(Increase) decrease In due from component units............. (2,567) (2,567) (2,567
(Increase) decrease In due from primary government. (4,440) (4,440)
(Increase) decrease in inventory. 827 {602) 25 (1.593) (1,568)
(Increase) decrease In prepalkd expenses. 147 3,325 3,472 794 4,266
Increase (decrease) in accounts payable and accrued liabilities............... 864 (2,519) (10) {1,665) (27,199) (28,864)
Increase (decreass) in intergovemmental payables 5 5 410 415
Increase (decreass) in due to other funds. 2543 1,585 4,128 (8,064) (3,936)
Increase (decreass) in due to componaent units. 7 k4 7
Increase (decrease) in due to primary govemment..........esees S 3 3
Increase (decrease) in deferred revenues 1,582 3 1,585 (275) 1,310
Increase {decrease) in other liabllities. 1119 541 652 12,312 12,964
increase (decreaso) in liabilitles payable from restricted assets................ 973 973
Other. 131 (138) (7) 14,340 14,333
Total adjustments (60,157) 62,558 (154) 2,247 15,754 18,001
Net cash provided by (used in) operating activities $ 538972 $ 66,967 $ 3 8 605’_942 $ (4921) § 601,021
Noncash investing, capital, and financing activities:
Capital leases (initial year):
Fair market valve $ - H 1,179 § - $ 1,179 § - $ 1,179



STATE OF ILLINOIS

Combining Statement of Changes in Fund Balances

University and College Component Units
For the Year Ended June 30, 1995

(Expressed In Thousands)
Component Unit
Board Southemn University
of llinois of
Govermnors Regents University llinois Other Total
Revenues and other additions:
Unrestricted current fund revenues....................... $ 186,558 § 238,845 §$ 195529 §$ 847279 § 526 $ 1,468,736
Federal and local grants and contracts-restricted. 39,053 23,556 46,921 285,877 1,174 396,581
State grants and contracts-restricted..........cccccnun.. 2,185 14,091 6,355 27,639 340 50,610
Private gifts, grants and contracts-restricted......... 7,900 15,406 19,831 178,221 19 221,377
INVOSIMENt INCOME...cccccvreeirreecerrnecrenesersasansernnnes 1,665 2,637 2,613 22,108 29,023
Realized gain on investments-restricted (net)....... 606 (503) 518 12,315 12,936
Interest and fees on loans raceivable..............eeen. 199 398 304 1,525 2,426
Expended for plant facilities: :
Current funds 10,414 17,263 20,216 77,377 32 125,302
Plant funds.......... 3,870 30,742 30,896 57,835 123,343
Cther. . 3 3,405 3,408
Retirement of long-term obligations..............ceeen.e.. 10,445 6,165 2,001 26,813 45,424
OBNBI...ee et srs e e ems e s smesmearesaens 8,058 9,108 3,498 109,717 1 130,382
Total revenues and other additions 270,956 357,708 328,682 1,650,111 2,091 2,609,548
. Expenditures and other deductions:
Educational and general expenditures 343,236 372,632 414,269 1,433,045 5,939 2,569,121
Auxiliary enterprises expenditures................cvueee. 48,387 77,720 42,061 141,799 36 310,003
Hospital expenditures. 255,822 255,822
Independent operations expenditures................... 4,977 4,977
Foundation expenditures 3,654 7.976 10,653 12,263 34,546
Indirect costs recovered........mmiinn . 1,211 2,581 4,152 62,237 70,181
Refunds of grants and adjustments to grants........ (43) 232 735 924
Loan cancellations and writg-offs.........c.cccceceecrranne 227 170 34 164 595
Change in allowance for uncollectible notes......... 24 43 194 188 449
Administrative and collection €osts.......uumne. 335 235 293 1,496 2,359
Expended for plant facilities (including
noncapitalized expenditures of $22,868)........... 12,289 40,832 37,109 70,819 161,049
Retirement of long-term obligations..............c........ 16,885 11,295 4,977 35,248 68,405
Disposal of plant facilities 7.848 11,818 4,711 66,370 438 91,185
Other 18,436 10,858 1,169 56,719 87,182
Total expenditures and other deductions....... 452 489 536,160 519,854 2,141,882 6,413 3,656,798
Transfers-additions (deductions):
Nonmandatory:
Transfers-in....... 7 B8 761 776
Operating transfers from primary govermment... 193,599 220,195 227,534 707,474 3,137 1,351,939
Transfers-out. (€) (29) (398) (343) (776)
Operating transfers to primary government....... 6] (15) (19) (39)
Other. 108 3,143 13 3.264
Total transfers 193,703 220,159 231,040 707,112 3,150 1,355,164
Net increase (decrease) 12,170 41,707 39,868 215,341 {1,172) 307,914
Fund balances, July 1, 1994 523,238 735,600 698,013 2,852,958 13,098 4,822,907

Fund balances, June 30, 1995

$ 535408 § 777,307 $ 737,881

$ 3068209 § 11926 $ 5130821

The accompanying notes to the financial statements are an integral part of this statement.
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STATE OF ILLINOIS

Combining Statement of University and College Current Funds

Revenues, Expenditures and Other Changes
University and College Component Units
For the Year Ended June 30, 1995
{Expressed in Thousands)

Unrestricted
Board Southemn University
of llinois of
Govemnors Regents University lliinois Other Total
Revenues:
Tuition and fees $ 98875 $ 116,012 $ 83661 $ 242477 $ 494 $ 541519
Federal and local grants and contracts 1,606 2,418 3,089 54,219 61,332
State grants and contracts “ 2 437 436 2,311 3,186
Private gifts, grants and contracts.......ccccoccerieceerennee 1,421 3,854 1,964 15,485 22,724
Investment income 1,874 1,096 2,140 1,099 6,209
Sales and services 74,578 107,894 104,037 512,872 798,381
OBRON ...ttt sersane e e nsarearsesnnas 8,202 7,134 202 18,816 31_ 34,385
Total revenues 186,558 238,845 195,529 847,279 525 1,468,736
Expenditures and mandatory transfers:
Educational and general: '
Instruction 128,869 147,104 138,988 343,250 2,499 760,710
ROSOBICN......eccrtreercsiceesss st s e ene 890 7,013 8,965 75,546 92,414
Public service 7,485 13,247 12,023 89,978 122,733
Academic support 24,763 33,924 56,405 131,284 280 246,656
Student Services...........ccorecierererreaeascceronrrennnras 28,208 31,248 30,925 42,511 332 133,224
Institutional support 66,352 51,175 57,348 105,884 796 281,555
Operation and maintenance of plant.................. 32,169 31,878 35,895 118,138 524 218,604
Scholarships and fellowships..........c.cceseeceerennenas 6,918 14,598 5,821 90,724 118,061
Total educational and general 295,654 330,187 346,370 997,315 4,431 1,973,957
Auxiliary enterptises 48,369 77,530 41,520 141,795 36 309,250
Hospitals. 255,797 255,797
Independent operations _ 4,977 4,977
Total expenditures 344,023 407,717 387,890 1,399,884 4,467 2,543,981
Mandatory transfers:
Retirement of long-term obligations 6,825 9,959 4,148 29,157 50,089
Student loan malching grants......c.ccceeveeecvrerernnce 403 35 53 246 737
Renewals and replacements 982 5,931 462 4,374 11,749
Other 1,525 _ 1,525
Total mandatory transfers 9,735 15,925 4,663 33,777 64,100
Total expenditures and mandatory transfers 353,758 423,642 392,553 1,433,661 4,467 2,608,081
Operating transfers and additions (deductions):
Transfers-in from component units........ccccieaniene. 383 383
Operating transfers from primaty government.... 170,926 184,109 187,925 614,428 3,080 1,160,468
Transfers-out o component units.........cccccceecenuecn.e
Operating transfers to primary govemment..............
Other transfers (2,926) (2,577) (90) (223) (5,816)
Excess (deficiency) of restricted receipts over
(under) transfers to revenue.............ccccceeeene..
Other additions (deductions)..........cc.cceceeceeeecceanrarsrns (2,829) 3,466 (17,415) (16,778)
Total operating transfers and additions
(deductions) 165,171 184,998 188,218 596,790 3,080 1,138,257
Total increase (decrease) in fund balances $ (2,029 $ 201 § (8,8B06) $ 10408 $ (862) $ (1,088)
The accompanying notes to the financial statements are an integral part of this statement. {continued)
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(continued)
STATE OF ILLINOIS
Combining Statement of University and College Current Funds
Revenues, Expenditures and Other Changes
University and College Component Units
For the Year Ended June 30, 1995

(Expressed in Thousands)
Restricted
Board Southem University Total
of lllinois of Current
Govemors  Regents  University llinois Other Total Funds
Revenues:
Tuition and fees . 541,519
Federal and local grants and contracts..........co.cevcee. $ 36577 $ 22208 $ 43,241 $ 219,827 $ 1,174 § 323,027 384,359
State grants and coNracts...c..eeiiieence 3,316 13,632 6,466 23,642 340 47,396 50,582
Private gifts, grants and confracts.......c..ccvecvrcacnne 4,835 9,940 16,561 123,713 19 155,068 177,792
Investment income 1,034 542 1,112 11,890 14,578 20,787
Sales and services 27 27 799,408
OHNBN ... eneemceeememceeem e s sesse s e e en s sememe s anenn 1,319 658 605 95,108 1 97,691 132,076
Total revenues 47,081 47,007 67,985 474,180 1,534 637,787 2,106,523
Expenditures and mandatory transfers:
Educational and general:
Instruction 6,256 3,932 12,641 94,267 324 117,420 878,130
Research 3,728 11,855 18,762 214,989 249,334 341,748
Pubilic service 15,336 9,312 18,887 88,822 279 132,636 255,369
Academic support 259 5,991 880 8,797 14 15,641 262,297
Student services 3,042 225 730 1,626 270 5,893 139,117
Institutionat support 3,500 4,536 9,021 38,134 - 55,191 336,746
Operation and maintenance of plant.................. a7 102 331 974 1,444 220,048
Scholarships and fellowships............ccoeeeeeee.e. 19,100 14,039 17,393 36,310 621 87,463 205,524
Total educational and general 51,258 49,992 78,345 483,919 1,508 665,022 2,638,979
Auxiliary entarprises.........ouiins s, 18 190 541 4 753 310,003
HOSPHAIS. .....coremrriiinitinemrnemrscnrecsmeesoesnne s isernarseassnes 25 25 255,822
Independent operations..............cccercmniinieeiennnne 4,877
Total expenditures 51,276 50,182 78,886 483,948 1,508 665,800 3,209,781
Mandatory transfers:
Retirement of long-term obligations.............cu... 123 693 816 50,905
Student loan matching grants...... (204) 14 (190) 547
Renewals and replacements............coeeeererreeecan, ' 11,749
[0 /i 11-" SO 463) (463) 1,062
Total mandatory transfers 544) 707 163 64,263
Total expenditures and mandatory transfers 50,732 50,182 78,886 484,655 1,508 665,963 3,274,044
Operating transfers and additions (deductions):
Transfers-in from component units........coenecrecerecenes 7 8 378 393 776
Operating transfers from primary government......... 3,731 3,219 10,921 10,837 52 28,760 1,189,228
Transfers-out to component Units.........cc.eee. (6) (29) (398) (343) (776) (776)
Operating transfers to primary govemment............. (5) (15) (19) (39) (39)
Other transfers (702) (955) 398 (5,296) 13 {6,542) (12,358)
Excess (deficiency) of restricted receipts over
{under) fransfers to revenue.... (199) 1,066 1,143 33,400 35,410 35,410
Other additions (deductions)........ccccccevceeeeevereennen. (365) (65) (216) (733) (1,379) (18,157)
Total operating transfers and additions
(deductions) 2,461 3,229 12,226 37,846 65 55,827 1,194,084
Totat increase {(decrease) in fund balances $ (1,190) & 54 $§ 1,325 § 273711 § 91 27651 § 26,563
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STATE OF ILLINOIS
Notes to the Financial Statements
June 30, 1995

1. SIGNIFICANT ACCOUNTING PRINCIPLES AND POLICIES:

A. Basis of Presentation - The accompanying financial statements of the State of Illinois have been
prepared in conformity with generally accepted accounting principles ("GAAP") as prescribed in pronoun-
cements of the Governmental Accounting Standards Board ("GASB").

B. Financial Reporting Entity - The State of Illinois is a "primary government” whose financial statements
consist of the primary government, organizations for which the primary government is financially
accountable, and other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity's financial statements to be
misleading or incomplete. The financial statements include all funds, account groups, elected offices,
departments and agencies as well as boards, commissions, authorities, and universities and colleges for
which the State's elected officials are financially accountable. Financial accountability exists when the
State's governing body appoints a majority of an organization's governing board and (1) the State can
impose its will upon the organization or (2) there is a potential for the organization to provide specific
financial benefit to, or impose specific financial burdens on the State.

The State’s governing body consists of the legislative, executive, and judicial branches of government. The
legislative function is controlled by an elected General Assembly composed of a 59-member Senate and
a 118-member House of Representatives. The executive branch consists of the Governor, the chief
executive of the State, the Lieutenant Governor, Attorney General, Secretary of State, Comptroller, and
Treasurer. The judicial branch is composed of a seven-member Supreme Court, five districts of Appellate
courts and twenty-two Circuit Court judicial districts including Cook County.

The financial statements distinguish between the “primary government” and its “component units.” The
State's participation in a joint venture, related organizations, and jointly governed organizations are
separately disclosed below. The primary government which consists of organizations that make up the
State's legal entity, is the nucleus of the State's reporting entity, and is generally the focal point for users
of the financial statements. Component units are legally separate organizations for which the State is
financially accountable. An overview of the State's component units is presented in the financial
statements by "discrete” presentation (i.e., separate columns). Condensed financial statements for the
State's discretely presented component units are displayed in note 18.

Discretely Presented Component Units. The component units are reported in separate columns to emphasize
that they are legally separate from the State. Complete financial statements of the individual component
units can be obtained from the respective component unit administrative offices (as listed in parenthesis
below). Except for the Board of Trustees of the University of Illinois whose board is elected, the major
component units presented below have governing bodies appointed by the governing board of the State.
The State is financially accountable for these component units, and, therefore, they are reported in separate
"discrete” columns in the State's financial statements.

1. lllinois Grain Insurance Corporation (“Corporation”). The board of directors of the Corporation consists of

five State officials who administer the Illinois Grain Insurance Fund. The State can impose its will on the
Corporation and is obligated to provide funding to satisfy claims when corporate funds are insufficient.
(Administrative Offices: P.O. Box 19281, Springfield, lllinois 62794-9281).
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STATE OF ILLINOIS

2. The Comprehensive Health Insurance Plan ("CHIP") Board. The CHIP provides an alternate market for
health insurance for eligible Illinois residents having a preexisting health condition. The State provides
significant operating subsidies to the CHIP. (Administrative Offices: 400 West Monroe Street, Suite 202,
Springfield, Illinois 62704).

3. lllinois Farm Development Authority ("Authority”). The Authority provides loan programs for acquisition
and development of agricultural facilities. The State guarantees certain debt of the Authority in the event
of default by the debtor. (Administrative Offices: 427 East Monroe Street, Suite 201, Springfield, lllinois
62701).

4. Illinois Health Facilities Authority ("IHFA”). The IHFA provides assistance and alternative methods of
financing to health institutions to aid them in providing quality care. IHFA issues tax-exempt debt to
finance its operations. (Administrative Offices: 180 North Stetson Avenue, Suite 1100, Chicago, Illinois
60601).

5. Hllinois Development Finance Authority (“IDFA”). The IDFA provides funding for industrial, commercial
and manufacturing development in areas of Illinois with critical unemployment. The State appropriates
funds for certain IDFA programs. (Administrative Offices: 233 South Wacker Drive, Suite 5310, Chicago,
Illinois 60606).

6. Illinois Housing Development Authority ("IHDA"). The IHDA issues notes and bonds to make loans for
the acquisition, construction and rehabilitation of housing and to make loans to encourage home
ownership. The State appr.ves bonds and notes issued by the IHDA and is secondarily liable for its debt
if there are not sufficient IHDA monies to pay principal and interest. (Administrative Offices: 401 North
Michigan Avenue, Suite 900, Chicago, Illinois 60611).

7. lllinois Rural Bond Bank ("Bond Bank”). The Bond Bank provides assistance to rural governmental units
by providing adequate capital markets and facilities for borrowing money and financing public
improvements at low interest rates. The State is secondarily liable for payment of principal and interest
on the Bond Bank debt. Excess reserves of the Bond Bank must be returned to the State's General Fund.
(Administrative Offices: 427 East Monroe Street, Suite 202, Springfield, Illinois 62701).

8. lllinois State Toll Highway Authority ("THA"). The THA operates a toll highway system to promote the

public welfare, and to facilitate vehicular traffic by providing convenient, safe, modern and limited access

highways within Illinois. The State approves new toll highways and issuance of bonds. (Administrative
Offices: One Authority Drive, Downers Grove, Illinois 60515).

9. Board of Governors of State Colleges and Universities ("BOG"). The BOG operates, manages, controls and
maintains Eastern Illinois University, Western Illinois University, Chicago State University, Northeastern
Dlinois University, Governors State University and the Cooperative Computer Center. The State provides
significant financial support to the BOG. (Administrative Offices: 700 East Adams Street, 200 Hilton Plaza,
Springfield, Illinois 62701).

10. Board of Regents ("BOR”). The BOR manages, operates, controls and maintains Illinois State University,
Northern Illinois University, and Sangamon State University. The State provides significant financial
support to the BOR. (Administrative Offices: One West Old State Capitol Plaza, Springfield, lllinois 62701).

11. Board of Trustees of Southern Illinois University ("SIU Board”). The SIU Board operates, manages, controls

and maintains Southern Illinois University. The State provides significant financial support to the SIU
Board. (Administrative Offices: Colyer Hall, Carbondale, llinois 62901).
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STATE OF ILLINOIS

12. Board of Trustees of the University of Illinois ("U of I Board”). The U of I Board is an elected body and
manages the University of Illinois. The State provides significant financial support to the U of I Board.
Such support makes the U of I Board fiscally dependent on the State. (Administrative Offices: 346
Administration Building, 506 South Wright Street, Urbana, Illinois 61801).

13. State Community College of East St. Louis Board of Trustees ("Board”). The Board operates the State
Community College of East St. Louis. The State provides significant financial support to the Board.
(Administrative Offices: 601 James R. Thompson Boulevard, East St. Louis, Illinois 62201).

Condensed financial statement information is presented in note 18 for each of the State's discretely
presented component units.

Joint Ventures. The State is a participant with the states of Michigan, Minnesota, New York, Ohio,
Pennsylvania, and Wisconsin in the Great Lakes Protection Fund ("Fund"”), an Illinois not-for-profit
corporation. The Fund was established in 1989 for furthering Federal and State commitments to programs
that restore and maintain the Great Lakes water quality. This purpose is achieved by providing grant
money for projects that promote the objectives of the regional Great Lakes Toxic Substances Control
Agreement and the binational Great Lakes Water Quality Agreement.

A state becomes a member of the organization by agreeing to contribute an amount set forth in the articles
of incorporation. Illinois' required contribution is $15 million of which $10.8 million has been paid. The
required contributions from all member states at December 31, 1994 was $81 million. Once a state agrees
to make the required contribution, that state's governor becomes a "member” of the corporation. Each
member is entitled to elect two individuals to the board of directors. Budgetary and financial decisions
rest with the board of directors except where restricted by the articles of incorporation. Two-thirds of the
Fund's income is used to finance projects compatible with the organization's objectives as set forth in the
articles of incorporation. The remaining one-third of income is paid to member states in proportion to the
amount and period of time that each state’s contribution was invested with the Fund ("state shares”).
Illinois’ state share was $179 thousand in 1994 and nearly $965 thousand since the Fund's inception. The
affirmative vote of all of the members is required for all actions of the Fund. Complete financial
statements of the Fund can be obtained from the Fund's administrative offices at 35 East Wacker Drive,
Chicago, Illinois 60601.

Related Organizations. The State's officials are also responsible for appointing the majority of the boards of
other organizations, but the State's accountability does not go beyond making the appointments. The
Governor, in certain instances with the advice and consent of the Senate, appoints the members of the
following boards:

> Central Midwest & Interstate Low-Level Radioactive Waste Commission

Havana Regional Port District

Kaskaskia Regional Port District

Mt. Carmel Regional Port District

Shawneetown Regional Port District

Southwest Regional Port District

Tri-City Regional Port District

Waukegan Port District

White County Regional Port District

Hlinois Community College System Foundation

¥ ¥ ¥ ¥y ¥ ¥ Vv v v

The State maintains accounting records for the Central Midwest & Interstate Low-Level Radioactive Waste
Commission. This is the only related-party activity that the State has with the above organizations.
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Jointly Governed Organizations. The State's officials, in conjunction with various other state and local
government officials, are members of the boards of other organizations. However, the State has no
ongoing financial interest u: responsibility except the role of a participant in the organization's purpose
and, in certain instances, pays annual dues or assessments. The Governor, sometimes with the advice and
consent of the Senate, appoints the number of board members (as indicated in parenthesis below) of the
following organizations:

> Bi-State Development Agency of the Missouri/Illinois Metropolitan District (5 of 10)

Education Commission of the States (1 of 50)

Ilinois/Indiana Bi-State Commission (2 of 12)

Hlinois/Indiana Bridge Commission (5 of 10)

Illinois Regional Valley Port District (2 of 5)

Interstate Mining Commission (1 of 17)

Jackson/Union Counties Port District (4 of 23)

Joliet Regional Port District (3 of 7)

Lawyers Trust Fund (3 of 9)

Midwestern Higher Education Commission (1 of 7)

Northeastern Illinois Planning Commission (5 of 32)

Ohio River Valley Water Sanitation Commission (2 of 18)

Southwestern Illinois Metropolitan & Regional Planning Commission (8 appointed)

Wabash Valley Interstate Commission (7 of 14)

¥ ¥ ¥ ¥ Y ¥ ¥ ¥ v vy v v ¥

The State has no significant related-party activities with the above organizations.

C. Fund Accounting - The financial activities of the State are organized on the basis of individual funds
and account groups, each £ which is a separate accounting entity segregated for the purpose of carrying
on specific activities or attaining certain objectives in accordance with specific regulations, restrictions or
limitations. The financial activities of the State accounted for in the accompanying financial statements
have been classified into the following fund categories and account groups:

Governmental Fund Types

General - Transactions related to resources obtained and used for those services traditionally provided by
a state government which are not required to be accounted for in other funds are accounted for in the
General Fund. These services include, among others, social assistance, education (other than institutions
of higher education), and health and social services. Certain resources obtained from federal grants and
used to support general governmental activities are accounted for in the General Fund consistent with
applicable legal requirements. The State's General Fund contains four primary sub-accounts (General
Revenue, Education Assistance, Common School, and Medicaid Provider Assessment Program) with
numerous secondary sub-accounts.

Special Revenue - Transactions related to resources obtained from specific revenue sources (other than for
expendable trusts or major capital projects) that are legally restricted to expenditure for specified purposes
are accounted for in special revenue funds. Special revenue funds account for, among other things, federal
grant programs, taxes levied with statutorily defined distributions, and other resources restricted as to

purpose.

Debt Service - Transactions related to governmental resources obtained and accumulated to pay interest
and principal on general long-term obligations (other than capital leases, compensated absences, workers'
compensation, and unfunded retirement costs) are generally accounted for in debt service funds.
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Capital Projects - Transactions related to resources obtained and used for the acquisition or construction
of major capital facilities, including those provided to political subdivisions and other public organizations,
which are charged to expenditures (other than those financed by proprietary, fiduciary, and university and
college fund types) are accounted for in capital projects funds. Such resources are derived principally from
proceeds of general and special obligation bond issues.

Proprietary Fund Types

Enterprise - Enterprise funds account for operations where the intent of the State is that the cost of
providing goods or services to the general public on a ¢continuing basis be financed or recovered primarily
through user charges, or where periodic measurement of the results of operations is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

Internal Service - Internal service funds account for the operations of State agencies which render services
and provide goods to other State agencies or governmental units on a cost-reimbursement basis.

Fiduciary Fund Types

Trust -

Expendable - Expendable trust funds account for assets held by the State in a trustee capacity where
the principal and income may be expended in the course of the funds' designated operations.

Nonexpendable - Nonexpendable trust funds account for assets held by the State in a trustee capacity
where only the income may be expended in the course of the funds' designated operations.

Pension - Pension trust funds account for transactions, assets, liabilities and net assets available for
plan benefits of the various State public employee retirement systems.

Agency - Agency funds account for the various taxes, deposits, deductions, and property collected by the
State, acting in the capacity of an agent, for distribution to other governmental units or designated
beneficiaries.

University and College Fund Type

University and college funds account for the operations of State universities and colleges, including their
related foundations and associations (referred to as university related organizations or "UROs"). The UROs
are component units of their related universities and the universities are, in turn, component units of the
State. The discrete presentaiion of the universities and colleges within the State's financial statements is
in accordance with NACUBO accounting and reporting principles. The universities are reported in the
financial statements based upon their legal ownership as follows:

Board of Governors of State Colleges and Universities - Chicago State, Eastern Illinois, Governors
State, Northeastern Illinois, and Western Illinois are managed, operated, controlled, and maintained
by the Board of Governors.

Board of Regents - Illinois State, Northern Illinois, and Sangamon State are managed, operated,
controlled, and maintained by the Board of Regents.
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Board of Trustees of Southern Illinois University - Southern Illinois University at Carbondale,
Edwardsville, and the Medical School at Springfield are operated, managed, controlled, and

maintained by the SIU Board of Trustees.

University of Mllinois Board of Trustees - The University of Illinois at Champaign-Urbana, Chicago,
and the Medical Center at Chicago are managed by the University of Illinois Board of Trustees.

Account Groups

General Fixed Assets - General fixed assets acquired or constructed for use by the State in the conduct
of its activities, other than those accounted for in proprietary, fiduciary and university and college
fund types are accounted for in the General Fixed Assets Account Group.

General Long-Term Obligations - Unmatured general and special obligation bonds, unfunded
retirement costs, and other long-term obligations not recorded in proprietary, fiduciary and university
and college fund types are recorded in the General Long-Term Obligations Account Group.

D. Basis of Accounting and Measurement Focus -

Governmental Fund Types and Expendable Trust Funds - The accounts of the general, special revenue,

debt service, capital projects and expendable trust funds are reported using a current financial resources
measurement focus and modified accrual basis of accounting. Under this measurement focus only
current assets and current liabilities are normally included on the balance sheet. Fund balance represents
a measure of "available spendable resources.” Under the modified accrual basis of accounting, revenues
are recognized when susceptible to accrual (i.e., when they become both measurable and available to
finance expenditures of the fiscal year). "Measurable” means when the amount of the transaction can be
determined and "available” means collectible within the current period or soon enough thereafter to be
used to pay liabilities of the current period. Expenditures are recorded when the related fund liability is
incurred. Significant rever « e sources which are susceptible to accrual include individual and corporate
income taxes, sales taxes, public utility taxes and motor fuel taxes.

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and contractual
requirements of the numerous individual programs are used as guidance. There are, however, essentially
two types of these revenues. In one type, monies must be expended on the specific purpose or project
before any amounts will be paid to the State; therefore, revenues are recognized based upon the
expenditure recorded. In the other type, monies are virtually unrestricted as to purpose of expenditure
and are usually revocable only for failure to comply with prescribed compliance requirements. These
resources are reflected as revenues at the time of receipt or earlier if the susceptible to accrual criteria are
met.

Modifications to the accrual basis of accounting include:

»  Self assessed taxes, principally income, excise and wealth taxes, are recognized as receivables and
revenues in the period to which they apply subject to their availability.

»  Fines, penalties, licenses and other miscellaneous revenues are recognized when received since they
normally are only measurable at that time.

» Interest on long-term obligations reflected in the General Long-Term Obligations Account Group is
recognized in the debt service funds when it becomes payable.
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Proprietary Fund Types, and Nonexpendable and Pension Trust Funds - The accounts of the enterprise,

internal service, and nonexpendable and pension trust funds are reported using the capital maintenance
measurement focus and the accrual basis of accounting. Under this measurement focus all assets and
liabilities associated with the operation of these funds are included on the balance sheet. Fund equity is
segregated into contributed capital and retained earnings components. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recognized when incurred.

Agency Funds - The accounts of agency funds are reported using the modified accrual basis of accounting
as described above for governmental and expendable trust funds. Agency funds do not measure nor
report operations. Instead, changes in assets and liabilities are presented for agency funds.

University and College Fund Type - The accounts of the university and college funds are reported using
the accrual basis of accounting with the following exceptions:

»  Depreciation expense related to plant fund assets generally is not recorded.
»  Revenues and expenditures of an academic term encompassing more than one fiscal year are solely
reported in the fiscal year in which the program is predominantly conducted.

E. Eliminations - Eliminations have been integrated into the report to eliminate those items which would
significantly overstate the financial activities of certain funds and intrafund accounts within the related
fund type.

F. Total (Memorandum Only) Columns - Total columns represent an aggregation of the fund type and
account group financial statements. They are presented for informational purposes and do not represent
consolidated financial information.

G. Budgetary Process - The State Constitution requires the Governor to prepare and submit to the General
Assembly an Executive Budget for the ensuing fiscal year. The budget covers most funds held by the
State, but excludes all locally held funds and various treasury held funds which are not subject to
appropriation pursuant to State law. The General Assembly enacts the budget through passage of specific
line-item appropriations (i.e., personal services, contractual services, equipment, etc.), the sum of which
must not exceed estimated revenues pursuant to the State Constitution. The Governor has the power to
approve, reduce or veto each appropriation passed by the General Assembly. Transfers in/out contained
in the Executive Budget are not a part of the General Assembly's appropriation process. The actual
amounts are determined either by State law or by discretionary action available to the Governor. The
Comptroller's Uniform Statewide Accounting System ("CUSAS") controls expenditures by line-item as
established in approved appropriation bills and insures that appropriated expenditure amounts are not
exceeded. The level of legal control is reported in a publication titled A Detailed Report of Revenues and
Expenditures. A separate document is necessary since the State has over 9,700 appropriated line items.
Administrative transfers between certain appropriation line-items within the same treasury held fund
cannot exceed 2% of the aggregate amount appropriated to an agency from that fund. Legislative action
is required for more substantial transfers. Unexpended appropriations at June 30 are available for
subsequent expenditure to the extent that encumbrances have been incurred at June 30, provided they are
presented for payment during the succeeding 90 day "lapse period.” Certain appropriations referred to
as "reappropriations"” represent the continuation of a prior year's program which requires additional time
for completion.

Budgeted revenues in the accompanying Combined Statement of Revenues, Expenditures, Other Sources
and Uses of Financial Resources and Changes in Budgetary Fund Balances - Budget and Actual

23



STATE OF ILLINOIS

(Non-GAAP) represent original estimates, while budgeted expenditures represent original appropriations
modified by supplemental and amendatory and continuing appropriations aggregating $911 million.
Budgets are essentially on the cash basis, modified for expenditures during the lapse period (beginning
and end of year) as described in the preceding paragraph.

CUSAS establishes the following budgetary fund groups to account for the State's budgetary activities:

General - funds established to account for those services traditionally provided by a state government
which are not require.- to be accounted for in other funds;

Highway - funds established to receive and distribute assessments related to transportation, and to
support the construction and maintenance of transportation facilities and activities of the State;

University - funds established to receive revenues such as fees, tuition and excess income from
auxiliary enterprises at State-supported institutions of higher education;

Special State - funds designated by statute as special funds in the State Treasury and not elsewhere
classified;

Bond Financed - funds established to receive and administer the proceeds of various bond issues of
the State;

Debt Service - funds established to finance and account for the payment of principal and interest
generally associated with the general and special obligation bond issues of the State;

Federal Trust - funds established pursuant to grants and contracts or under statutory authority
between State agencies and the federal government;

Revolving - funds established to finance and account for intra-governmental services; and,

State Trust - funds established by statute or under statutory authority for nonfederal programs which
are not deemed to be a traditional governmental activity or elsewhere classified.

H. Cash Equivalents - Cash equivalents are defined as short-term, highly liquid investments readily
convertible to cash with original maturities of three months or less. Cash equivalents consist principally
of certificates of deposit, repurchase agreements, U.S. treasury bills and food stamps, and are stated at cost.

I. Investments - Investments are stated on the basis of cost except for those of the State Employees'
Deferred Compensation Fund, and investments in mutual funds which are stated at market value.
Investment income is recorded as revenue in the General Fund, except for resources of retirement systems
and certain other individual funds which are statutorily authorized to be separately invested and
specifically credited with the income realized thereon.

J. Inventories - Inventories for governmental funds are valued at cost, principally on the first-in, first-out
consumption method.

K. Interfund Transactions - The State has the following types of interfund transactions:

Quasi-external transactions - Charges for services rendered by one fund to another are treated as
revenues of the recipient fund and expenditures or expenses of the disbursing fund.
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Reimbursements - Reimbursement of expenditures made by one fund for another are recorded as
expenditures in the reimbursing fund and as a reduction of expenditures in the reimbursed fund.

Residual Equity Transfers - Nonroutine or nonrecurring transfers between funds are reported as
additions to or deductions from fund equity.

Operating Transfers - Legally authorized transfers other than residual equity transfers are reported
as operating transfers.

L. Property, Plant and Equipment - Fixed assets are recorded at cost or, for donated assets, at fair market
value at date of acquisition.

General Fixed Assets - Fixed asset records are used by the State primarily to assure accountability.
Historical cost records for certain general fixed assets are incomplete or not available. Accordingly,
estimated historical costs have been used. Public domain (infrastructure) general fixed assets such as
highways, bridges, and lighting systems are not capitalized. Depreciation is not provided on general fixed
assets and interest expenditures incurred during the construction period are not capitalized.

Proprietary and Fiduciary Fund Types - It is the State's policy to capitalize interest expense incurred on
significant assets during their construction. Generally, property, plant and equipment, excluding land, are
depreciated on the straight-line method over the estimated service lives of the respective assets as follows:

Years
Land improvements ' 20-50
Buildings and building improvements 20-50
Equipment 3-10

University and College Fund Type - Generally, public domain (infrastructure) assets such as streets,
sidewalks, and lighting systems are not capitalized. Depreciation generally is not provided on property,
plant and equipment.

M. Retirement Costs - Substantially all State employees, including members of the General Assembly and
Judicial Branch, participate in one of three State public employee retirement systems (see Note 10). The
State also maintains and funds public employee retirement systems for employees of the various State
supported universities and colleges, and for public school teachers in cities other than Chicago. It is the
State's policy to fund retirement costs without regard to amounts calculated under the provisions of
Accounting Principles Board (APB) Opinion No. 8. Based on actuarial consultations, the State's
contributions have been less than the retirement benefits paid during the year for the last fourteen fiscal
years. Prior to fiscal year 1982, the State had funded the retirement costs at a level at least as great as the
retirement benefits paid during the year.

Effective July 1, 1980 the State prospectively adopted the provisions of APB Opinion No. 8 to determine
pension cost. Accordingly, calculated pension cost comprises normal cost plus interest on unfunded prior
service cost and amortization of prior service costs over forty years. For the period of change and
subsequent years, the excess of pension cost so calculated over amounts funded represent long-term
obligations of the State and have been reflected in the General Long-Term Obligations Account Group.

N. Capital Appreciation ("deep-discount") Bonds - Capital appreciation bonds are those bonds which are

issued at stated interest rates significantly below their effective interest rate, resulting in a substantial
discount. The implicit interest (i.e., discount) is not paid until the bond matures. Therefore, the net value
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of the bonds accretes (i.e., the discount is reduced) over the life of the bonds. For general and special
obligation bonds, the accreted amounts are included in the General Long-Term Obligations Account Group.

O. Compensated Absences - The amounts of vested unpaid vacation and sick leave accumulated by State
employees are accrued when incurred in proprietary and university and college funds, which use the
accrual basis of accounting. In the governmental funds, only the amounts that normally would be
liquidated with expendable available financial resources are accrued as current-year expenditures.
Employees are charged for the earliest sick leave earned when the leave is used, and they are compensated
for one-half of sick time accumulated after January 1, 1984 which is unused upon termination of employ-
ment. The State's liability for unused vested sick leave and vacation time, including salary related costs
(e.g., social security and medicare tax), is recorded in the accompanying financial statements at the
employees’ current salary level. Unless it is anticipated that compensated absences will be used in excess
of a normal year's accumulation, no additional expenditures are accrued. Therefore, the entire unpaid
liability for the governmental funds is recorded in the General Long-Term Obligations Account Group.

P. Workers' Compensation Liability - The fund liabilities of the General and Road (Special Revenue) Funds
include the amount of workers' compensation claims that would normally be liquidated with expendable
available financial resources. The remaining liability, based on the State's workers' compensation laws, is
reported in the General Long-Term Obligations Account Group and University and College Fund Type.

Q. Encumbrances - The State employs encumbrance accounting for all governmental fund types. All
contracts, purchase orders and other commitments for goods or services that have not been received /rend-
ered by June 30 are reported as reservations of fund balances, not as expenditures.

R. Reservations/Designations of Fund Equity -
Reservations

Governmental and Fiduciary Fund Types - Fund balances of governmental and fiduciary fund types which
are legally restricted to a specific future use or that are not available for appropriation or expenditure are
reported as reservations of fund balances.

University and College Fund Type - Fund balances of university and college funds which are legally
restricted by outside sources to specific future use are reported as reservations of fund balances.

Proprietary Fund Types - Reserved retained earnings of the proprietary funds are legally restricted for the
payments of capital maintenance and debt service related to revenue bonds and bond anticipation notes
and for other purposes.

Designations

Designations of unreserved fund balances in governmental, fiduciary and university and college fund types
indicate the State's plan for use of financial resources in future periods.

S. Risk Management - Insurance in force on State-owned assets is limited except for certain university
facilities. Further, the State makes no provision for anticipated losses in the event of involuntary
conversions. The State's Liability exposures, including workers' compensation, vehicle, employee fidelity
and surety, legal representation and employee indemnification, general liability, and other tort liability are
retained. Liabilities for claims, including claims incurred but not reported, are recorded in the funds or
the General Long-Term Obligations Account Group as appropriate. The State has met its financial obliga-
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tion associated with losses sustained from its current resources in the past, even though limited insurance
coverage is purchased. '

T. Financial Reporting Standards - In November 1994, the GASB adopted Statement No. 27, Accounting
for Pensions by State and Local Governmental Employers. The statement requires the State to measure and
disclose the annual pension cost on the accrual basis and recognize governmental fund pension
expenditures on the modified accrual basis of accounting. This statement establishes a new financial
reporting framework that will result in significant changes to the financial statements, notes, and add
required supplementary information.

The requirements of the Statement are effective for periods beginning after June 15, 1997 (i.e., fiscal year
ended June 30, 1998) with earlier implementation encouraged. The State intends to early adopt the
provisions of this standard in the fiscal year ended June 30, 1997.

GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting, provides interim guidance for the State's proprietary activities
and is in effect for fiscal year 1995. As permitted by Statement 20, generally, the State has elected to apply
only statements and interpretations of the Financial Accounting Standards Board (FASB), Accounting
Principles Board (APB) Opinions, and Accounting Research Bulletins (ARBs) of the Committee on
Accounting Procedure issued on or before November 30, 1989, unless those pronouncements conflict with
or contradict GASB pronouncements. '
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2. BUDGETARY BASIS VS. GAAP:

The accompanying Combined Statement of Revenues, Expenditures, Other Sources and Uses of Financial
Resources and Changes in Budgetary Fund Balances-Budget and Actual (Non-GAAP), All Budgeted Fund
Groups, presents comparisons of the legally adopted budget (more fully described in Note 1-G) with actual
data on a budgetary basis. Since accounting principles applied for purposes of developing data on a
budgetary basis differ significantly from those used to present financial statements in conformity with
generally accepted accounting principles, a reconciliation (amounts expressed in thousands) of resulting
basis, perspective, entity and timing differences in the excess (deficiency) of revenues over (under) expendi-
tures/expenses and other sources (uses) of financial resources for the year ended June 30, 1995 is presented

below:

Primary Government

BUDGETARY FUND GROUPS

General

Highway University

Special Bond
State

Fivanced

Sexrvice

Debt Federal
Trust

FINANCIAL STATEMENT FUND TYPES

General

Special

Revenue

Capital
Projects

Excess (deficiency) of revenues
over {under) expenditures

and other sources (uses)

of financial resources

(budgetary basis).............. S

Adjustments:
To adjust revenues, related
receivables and deferred

To adjust expenditures/
expenses and related
liabilities.......c.coiuvuvnnnn.

To adjust for lapse period
expenditures which were not
recorded as liabilities.......

(132,677)

80,566 $ 188,594 5 18,064

- 73,321 {50)
394,169 (32,653) 1

72,016 (1,747)

747,211

(599,691)

(61,877) $ (10,070}

37,587

(30,741)

(809) (1,.771)

Debt

Service

$ 47,684 § (28,868}

11,489 47,087
(3,330} 843

1 {22,059)

Excess (deficiency) of
revenues over (under)
expenditures/expenses and
other sources(uses) of finan-
cial resources (GAAP basis) -
budgetary classifications....

Reclassifications & adjustments:
To reclassify excess
(deficiency) of revenues
over (under) expenditures/
expueinses and other
sources (uses) of financial
resources into financial
statements fund types.........

To record excess (deficiency)
of revenues over (under)
expenditures/expenses and
other sources (uses) of finan-
cial resources for nonbudgeted
funds and accounts............

414,074 227,518 18,015

(25,845) (227,515} (18,015)

178

84,834 (4,995)

262,904 (611)

(137) 15,912

55,844 (3,027)

(186) 3,027

2,630

Excess (deficiency) of revenues
over (under) expanditures/
expenses and other sources
{(uges) of financial

regourceg (GAAP basisg).........$ 388,407 $ == $ -

$ 347,601 $ 10,306

$ 58,288 ¢ ==
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Primary Govermment (Continued) Component Units
State
Revolving Trust
Non-
Internal Expendable Expandable University
Service Enterprise Trust Trust Governmantal Proprietary & College
$ (1,408 § (7,520)
2,262 (263,301)
4,107 298,816
25 7,458
4,986 35,453
(117) (35,453) $ 6,935 $ 379 3 43 $16,413 $ (3y § 18,044
{553) 5,305 432,078 65 5,602 94,119 289,870
$ 4,316 $ -- $ 12,240 $ . 432,458 § 108 522,015 $ 54,116 $ 307,914
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3. RESTATEMENTS/RECLASSIFICATIONS OF FUND EQUITY/RETAINED EARNINGS:

The fund equity of the General Obligation Bond Retirement and Interest Fund, a primary government debt
service fund, has been restated to reflect unrecorded loans. A rail freight loan is being repaid to the fund,
but the underlying asset had not been previously recorded.

The retained earnings balances of the Health Facilities Authority and the State Toll Highway Authority
(component unit proprietary funds) have been restated. The Illinois Health Facilities Board passed a
resolution approving a rebate to participating health care institutions payable from accumulated retained
earnings during fiscal year 1995. In addition, the State Toll Highway Authority understated retained
earnings in past years by not recognizing the recovery of certain costs and reflecting an inaccurate expense
amount for the removal of items from property, plant and equipment.

The Illinois Grain Insurance Corporation and the Illinois Literacy Foundation have been determined to be
discretely presented component units and have been reclassified. The Illinois Grain Insurance Corporation
was previously reported as a primary government special revenue fund and the Illinois Literacy
Foundation was reported as a primary government expendable trust fund.

The July 1, 1994 equity/retained earnings balances (amounts expressed in thousands) have been
restated /reclassified as follows:

Primary Government Component Units
Fund Types Discretely Presented
Speacial Debt Expendable
Revenue Service Trust Governmantal ngggiet!;x
Fund Equity/Retained
Earnings, June 30, 1994,
as previously reported.............. $ 1,971,727 § 361,549 $ 1,473,348 $ 5,370 $ 1,286,105
Restatements:
To adjust for unrecorded
loansS. ..ttt 24,361
To adjust for rebates to
hospitals.......ceveriunnn. (846)
To adjust for recovered costs
and disposal of equipment.... 22,962

Reclassifications:

To reclassify fund balances

of agencies determined to be

discretely presented component

units of the State........... (1,784) (15) 1,799

Fund Egquity/Retained earnings
July 1, 1994 as restated............ 1,969,943 385,910 1,473,333 $ 7,169 $ 1,308,221
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4. DEPOSITS AND INVESTMENTS:

The State Treasurer is the custodian of the State's cash, cash equivalents, and investments for most funds
maintained in the State Treasury. Funds maintained outside the State Treasury (locally held funds) have
independent authority to manage their own cash and investments. As described later, the funds of the
State's retirement systems are invested separately.

Investment Policy -

Statutes authorize public agencies, including the State of Illinois Primary Government and its Component
Units, to engage in a wide variety of investment activities. These include bonds, notes, certificates of
indebtedness, treasury bills or other securities guaranteed by the United States; interest-bearing savings
accounts, certificates of deposit, or interest-bearing time deposits or any other investments that constitute
direct obligations of any bank; short-term obligations of certain qualified United States corporations;
short-term discount obligations of the Federal National Mortgage Association; shares or other securities
legally issued by certain state or federal savings and loan associations; insured dividend-bearing share
accounts and certain other accounts of chartered credit unions; certain money market mutual funds; Public
Treasurer's Pool; and repurchase agreements that meet certain instrument and transaction requirements.
Statutes require that investments purchased must mature or be redeemable prior to the date they will be
needed to pay expenditures.

Many of the State's investments are made through commingled investment vehicles such as mutual funds
which are administered by external professional investment managers. As part of their investment
strategies, these managers utilize derivatives. In general, derivatives are used to modify exposure to
undesirable risks, to increase portfolio liquidity and flexibility, or to enhance investment yields within the
level of risk defined in the manager's investment guidelines. Examples of authorized derivative
transactions are the hedging of foreign currency exposure through the use of currency forwards, owning
mortgage securities with embedded options, or utilizing treasury futures to change the duration of a fixed
income portfolio. Derivatives transactions involve, to varying degrees, credit risk and market risk. Credit
risk is the possibility that a loss may occur because a party to a transaction fails to perform according to
terms. Market risk is the possibility that a change in interest or currency rates will cause the value of a
financial instrument to decrease or become more costly to settle.

The investments of the State's five retirement systems (classified as blended component units) are governed
by the State Pension Code. Authorized investments consist of bonds, equities, real estate, venture capital
and other activities that are consistent with the "prudent person” rule. The "prudent person" rule, as
adopted by the Illinois General Assembly in 1982, states that fiduciaries must discharge their duties with
the care, skill, prudence and diligence which a prudent person acting in a like capacity and familiar with
such matters would use under conditions prevailing at the time.

In addition to statutory requirements, Primary Government agencies and Component Units have adopted
their own supplemental investment practices which further regulate such activities.

Deposits
Primary Government

On June 30, 1995, the carrying amount of the State's Primary Government cash deposits (amounts

expressed in thousands) was $1,133,052 and the bank balance was $1,548,183. Of the bank balance,
$1,441,157 was covered by federal depository insurance or by collateral held by the State or the State's
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agent in the State's name, $1,625 was covered by collateral held in the pledging bank's trust department
or by its agent in the State's name, and $105,401 as uninsured and uncollateralized.

Component Units

On June 30, 1995, the carrying amount of the State's Component Units cash deposits (amounts expressed
in thousands) was $268,513, and the bank balance was $252,657. Of the bank balance, $133,350 was
covered by federal depository insurance or by collateral held by the State or the State's agent in the State's
name, $111,817 was covered by collateral held in the pledging bank's trust department or by its agent in
the State's name, and $7,490 was uninsured and uncollateralized. At June 30, 1995, the State Treasurer held
$371,457 of the component unit agencies bank balances.

By statute, public monies deposited in financial institutions must either be collateralized; insured by an
agency of the federal government; or not exceed 75% of the capital stock and surplus, 75% of the net
worth, or 50% of the unimpaired capital and surplus of a financial institution.

Investments

Investments (amounts expressed in thousands), are categorized below to give an indication of the level of
custodial credit risk assumed by the State at June 30, 1995. Category 1 includes investments that are
insured or registered or for which the securities are held by the State or its agent in the State's name.
Category 2 includes uninsured and unregistered investments for which the securities are held by the
counterparty trust department or agent in the State’s name. Category 3, includes uninsured and
unregistered investments for which the securities are held by the counterparty, or by a trust department
or agent but not in the State's name.

Primary Government

Category Carrying Market

1 2 3 Amount Value
Repurchase agreements....... $ 2,148,226 $ 2,148,226 $ 2,148,416

U.S. Treasury and Agency

obligations......oovvvuun. 5,178,522 $ 14,327 5,192,849 6,300,770
Commercial paper............ 932,498 $ 2,946 1,485 836,929 937,808
Corporate debt securities... 4,073,448 4,145 4,077,593 4,148,446
Corporate equity securities. 7,439,875 7,439,875 8,872,454
$19,772,569 § 2,946 $ 19,957 19,795,472 22,407,894
Investment contracts........ 503,625 503,625
Tangible property........... 2,679,434 2,474,126
Investments in mutual funds. 6,673,597 7,960,431

$29,652,128 £33,346,076
Of the amounts shown above in category 3, the agency fund type constitutes 64.7%.

The master repurchase agreements utilized by the Treasurer require the broker or financial institution to
maintain the market value of collateral securities at 100% of the agreement plus accrued interest. The
carrying amount, including accrued interest, was approximately $1,015,937 and the market value of the
collateral securities to be resold based on commitments under the repurchase agreements was
approximately $1,039,087 as of June 30, 1995.
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Component Units

Category Carrying Market

1 2 3 Amount Value
Repurchase agreements....... $ 226,036 $ 226,036 § 226,036

U.8. Treasury and Agency

Obligations. .o rrrvenan $ 576,896 35,610 $ 17,272 629,778 641,239
Commercial paper............ 95 21,354 21,449 21,567
Corporate debt securities... 86,086 5,059 22,378 113,523 114,186
Corporate equity secur'-ies. 5,167 621 43,470 49,258 55,564
$ 668,244 5 267,326 $104,474 1,040,044 1,058,592
Investment contracts........ 399,710 396,710
Tangible property........... 10,422 26,723
Investments in mutual funds. 525,979 556,842

§ 1,976,155 2,038,867

Of the amounts shown above in category 3, the university fund type constitutes 99.8%.

Reconciliation to Balance Sheet

The balance sheet account cash and cash equivalents contains certain short-term investments (included as
investments above) to reflect their liquidity. In addition, the disclosures related to deposits and
investments above include certain items that the balance sheet shows as restricted assets or other assets.
A reconciliation is provided below.

Deposits Investments
Amount Per Above:
Primary GOVeIrnmeNnt. .. .. .. v e eenrenenennennnn. $ 1,133,052 $ 29,652,128
Component Units........ciiiiinrinnneanennnnn 268,513 1,976,155
Cash Equivalents. ... v it iinrnnennnennennens 6,268,668 (6,268,668)
Restricted ASSeES....uu e ietneeeeenceanoneanenas (60,284) (296,417)
Other AsSSetS. ... ittt ittt tittantenannenenns {104) (12,920)

Amount Per Balance Sheet
Total (Memorandum omnly) Reporting EntitY........ $ 7,609,845 § 25,050,278

5. TAXES RECEIVABLE:

Taxes receivable (amounts expressed in thousands) at June 30, 1995 consisted of the following:

Fund Types Total
Special Expendable {Memorandum

General Revenue Trust Agency only)
Income taxes........... $ 645,941 $ 96,015 $ 1 $ 741,957
Sales taxes............ 696,899 257,750 68,540 1,023,189
Motor fuel taxes....... 141,369 141,368
Public utility taxes... 55,964 77,873 133,837

Unemployment

compensation taxes.... $ 314,589 314,589
Other taxes............ 152,310 13,275 4,599 170,184
1,551,114 586,282 314,589 73,140 2,525,125

Less: Allowance for
uncollectible taxes... 741,254 288, 805 1,030,059

Taxes Receivable net... $ 809,860 $ 297,477 $ 314,589 $ 73,140 $1,495,066
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6. DUE FROM/TO OTHER FUNDS AND COMPONENT UNITS:

The following balances (amounts expressed in thousands) at June 30, 1995 represent due from/to
balances among all funds and component units:

Due From Due To
Other Component Primary Other Component Primarxy
Fund Type/Fund Funds Units Government Fundg Units Government
Pr. Govermment
General.........cceeeimeeinnnnannn $ 202,541 $ 31.530 $ 197,197 5 157,223
Special Revenue:
State Construction Account...... 40,504 1
Local Government Distributive .. 74,604 625
Public Transportation .......... 32,913 -—
Motor Fuel TaxX ....vvvecvrnnenns 21,545 72,047
Road...... PN 44,747 30 27,800 5,255
Unemployment Compensation :
Special Administration ........ 4,748 : 15,000
Title IIT Social Security
and Employment Services........ 15,021 2,046 7
Personal Property Tax
Replacement........ccvecvevenn. 4 77,501
State and Local Sales
Tax Reform. .vvvvievinirernnencnn - . 26,604
County and Mass Transit :
District.....cueeuiieernnnnaanan - 17,989
Build Illinois ...cviivuann Ceeea 9,450 -
Tourism Promotion............... 3,573 31
RTA Occupation Use Tax
Replacement..........c.ccecuen.. 3,326 -
State Gaming...c..ocucecnencanens -— 26,578
Child Support Enforcemerit Trust. - 5,608
Other .......cciiiiiiennnnnneans 28,568 518 19,912 11,543
279,003 548 291,742 16,805
Debt Service ..........ccciieun.. 30 14
Capital Projects .......c..veeuun.. 75 4,667 62
Enterprise:
State Lottery ......ccevuicvencnsn 24,011 3,468
Other funds..........iiivnrvunnn 228 3,358
24,239 6,826
Internal Service:
Communications Revolving........ 18,002 3,379 320 35
Statistical Services Revolving.. 14,721 14 448 41
State Garage Revelving.......... 5,569 9 197 1
Health Insurance Reserve........ 14,205 2,316 1,774 -
Working Capital Revolving ...... 5,499 15 . 295 --
Other....ciiiiiiiiiiiniinnennnan 1,187 12 224 -=
59,183 5,745 3,258 77
Trust and Agency:
Expendable Trust -
Unemployment Compensation
1 5 2,998 4,763 -
Other ..........iiiiiiciannann. 1,325 24 63
4,323 4,787 63
Nonexpendable Trust............. 1
Fension Trust -
State Employee's Retirement
System .......ccciiniianinennn 7,474 70
State Universities
Retirement System ............ g 3,207 -
Other ........ .. it iinennnn 47 84
7.530 3,207 154
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Due From Due To
Other Component Primary Other Component Primary
Fund Type/Fund Funds Units Government Funds Units Government
Agency -
Group Insurance Premium......... $ 3,558 $ 120 $ 2,274
Public Assistance Recoveries
TrUSE. .ot veeeerevnneertronncns - 62,635
RTA Sales Tax Trust ............ 17,989 -
Social Services Block Grant..... -- 3,975
Protest......vvueecneneannnnnnns 58 12,960
Other.......iiieiiinienneananans 1,030 8,996
22,635 120 90,840
Total Trust and Agency......... 34,489 3,327 95 781 63
Total (Memorandum Only)
Primary Government.....c.cseseee 599,485 41,225 599,485 174,230
Component Units
Governmental...........cnviunnnan -- $ 63 520 $ 2
Proprietary:
Housing Development Authority... 14,129 . 293 13,610 14
Development Finance Authority... 3,323 2 3,322 -
Toll Highway Authority.......... - 3,973 - 26
Other .....itiirieenerananeannnn 2 - 2 20
University:
Southern Illinois University.... 5,125 9,032 5,134 1,478
University of Illinois.......... 9,352 150,389 8,762 38,327
Other ...... ittt incencecrransaa 4,963 10,508 5,544 1,358
Total Component Unit...ccececasaas 36,894 174,230 36,854 41,225
Total (Memorandum Only) -
Reporting Bntity.cccearcccanaaes g 636!379 § 41!225 § 174!230 § 636!379 g 17‘5230 g 41!225

7. LOANS AND NOTES RECEIVABLE:

Loans and notes receivable \amounts expressed in thousands) at June 30, 1995 consisted of the following:

Fund Types
Total
(Memorandum
only)
Special Debt Primary Component
_General Revenue _Service Enterprise Govermment Units
Mortgage loan
Program. + .. ..... $ 73 S 37,873 $ 37,946 $ 1,449,730
Student loan
pProgram......... 4,812 913 $ 604,829 610,554 97,252
Business loan
Program. . ....... 57,834 24,407 82,241 323
Port districts
construction.... 15,678 15,678
Other............ 2,132 29,296 $ 25,500 56,928 2,087
80,529 92,489 25,500 604,829 803,347 1,549,392
Less: Allowance
for uncollectible
accounts........ 28,288 10,211 2,525 41,024 30,186
Loans and notes
receivable, net. g 52!241 s 82,278 $ 35.500 $ 602,304 $ 762,323 $ 1!519‘206




STATE OF ILLINOIS

In the accompanying financial statements, the General and Special Revenue fund types reflect loans and
notes receivable of $134.5 million. Fund balances in the amount of $122.8 million have been reserved to
indicate their long-term nature and that they are not available to meet current appropriation or
expenditure needs.

A portion of the General Fund's business loan programs ($35.2 million) represents various funds' pooled
resources that the State has invested in a pilot mortgage program.

Hotel Loans - Effective January 12, 1987, two of the General Fund program's outstanding mortgage
loans aggregating $28.9 million were restructured. One of these loans with an original balance of
$15.5 million was restructured again effective January 1, 1990. The remaining loan totalling $13.4
million in original value was restructured effective January 1, 1991. Through June 30, 1994, the
Treasurer recorded a provision for the write-down of $19.6 million for these two properties based on
independent valuations. These two loans have been classified as nonperforming assets.

Commercial Loans - During fiscal year 1989, two of the remaining business loans outstanding, with
balances aggregating $6.0 million, were restructured. During fiscal years 1993 and 1994, the Treasurer
recorded write-down provisions totalling $1.9 million (ie. $1.7 million and $150 thousand,
respectively). On August 24, 1994 one of these loans, with an original loan balance of $3.3 million was
declared in default, and as such, has been classified as a nonperforming asset. On October 28, 1994,
the other business loan was restructured.

The write-down of the above Hotel and Commercial loans is not considered forgiveness of the obligations
and collection efforts will continue for the entire loan balance, including principal and interest.
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8. PROPERTY, PLANT AND EQUIPMENT:

~ Property, plant and equipment (amounts expressed in thousands) at June 30, 1995 consisted of the following:

Fund Types
General Total
Fixed (Memorandum
Asgets Non- Only)
Account Internal Expendable Pension Primary Component
Group Enterprise Service Trust Trust Government Units
Land and land
improvements. $§ 558,707 $ 335 § 104 ¢ 1,850 § 560,996 § 2,708,700
Buildings
and building
improvements. 2,559,113 16,213 13,680 2,589,006 2,680,313
Equipment..... 1,177,717 § 11,445 193,912 15,762 1,398,836 1,810,306
Construction
in progress.. 72,384 72,384 265,903
4,367,921 11,445 210,460 104 31,292 4,621,222 7,465,222
Less: Accumu-
lated depre-
ciation...... 7,299 171,143 10,660 189,102 933,975
§4,367,921 $ 4,146 § 39,317 & 104 S 20,632 § 4,432,120 § 6,531!247

Changes in general fixed assets {amounts expressed in thousands) for the year ended
June 30, 1995 are presented below:

Balance Deletions/ Balance
July 1, Net June 30,
1994 Additions Transfers 1995
Land and land
improvements.... $ 538,278 $ 8,516 $ 11,913 -3 558,707
Buildings
and building
improvements.... 2,431,446 34,854 92,813 2,559,113
Equipment........ 1,108,319 183,407 (114,009) 1,177,717
Construction
in progress..... 41,223 193,918 (162,757) 72,384

$4,119,266 $§ 420,695 $(172,040) $ 4,367,921
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Construction in i)rogress {(amounts expressed in thousands) for general fixed assets, and
component units as of June 30, 1995 is composed of the following:

Expended
Project through Available
Project Authorization June 30, 198S Committed Authorization

General Fixed Assets

Account Group-

TAMMS Super Maximum Facility $ 46,658 $ 3,448 $ 3,258 $ 39,952
State Police Central

Administration Building -

Springfield.............. 40,700 1,473 1,053 38,174
Forensic Unit, Elgin MHC... 27,995 1,366 877 25,752
Chicago Forensic Lab....... 17,135 2,834 12,228 2,073
Adult Psychiatric Ctr -

Elgin MHC........ Cerae e 15,578 676 477 14,425
Forensic Unit, Alton MHC... 14,582 2,038 11,978 576
TAMMS Minimum Security Unit 11,422 6,989 853 3,580
Other........v.. e 609,441 53,560 171,420 384,461

TOtAl..cocsececesasnes S 783,521 $ 72,384 3 202,144 $ 508,993

Component Units
State Toll Highway

ImprovementsS. .. .oveeeuesses $ 85,000 $ 35,285 $ 49,715 $ —-
"North South Tollway........ 69,000 23,680 45,320 -
Chemical Life Sciences

Laboratory - Uof I....... 58,760 40,360 - 18,400
Ambulatory Care Facility -

U of T...ioiiinmnnennannans 55,000 92 1,195 53,713
Molecular Biology Lab

L ¥ i X o 52,198 49,024 - 3,174
Science Building ~ ISU..... 28,163 1,513 25,860 790
Faraday Engineering Build-

ing - NIU......ccinennnenn 28,138 18,891 2,487 6,780
Steam Plant Addition/

Remodeling - SIUC......... 25,837 5,770 9,372 10,695
Faraday Hall Addition - NIU 21,604 17,393 1,695 2,516
Temple Buell Architecture

Building - Uof T......... 13,978 12,652 1,248 77
Engineering & Technology

Building - SIU.....cccvuw. 13,636 371 12,730 535
Student Resident Hall -

Uof I.iviiinreniinnnnnans 11,450 9,580 -- 1,870

g 462!764 214,611 g 149!603 § 98!550
Projects less than $10,000.. 51,292
TObBl.ceecsnnsancacssaana g 265!903
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9. NOTES/REVENUE ANTICIPATION CERTIFICATES PAYABLE:

Notes Payable -

The State agencies listed below generally issue short-term notes, normally secured by specific revenue
sources, to provide temporary financing. QOutstanding notes payable (amounts expressed in thousands)
at June 30, 1995 were as follows:

- Amount Interest Annual
Fund Type/Agency Qutsgtanding Rates Maturity To

Primary Government -

Enterprise: ]
Illinois Student Assistance Commission...... $ 95,954 See Below Demand

Component Unit -
Proprietary:

Illinois Housing Development Authority...... 21,536 See Below 1995
Southwestern IL Development Authority....... 700 0% to 6% 2008

Universities and Colleges:

Board of GOVEITIOTrS. v uenrinerernneaennans 394 6% to 7.9% 2020
Board of RegentsS. .. iiveriiriininnanrnnassasen 13,728 3.75% to 9% 2016
Southern Illinois University....evienesranes 1,924 3% to 7% 2009
University of Illinois..........ovtiinnnann. 1,706 5.28% to 9% 2000
17,752 .
Total Component Unit........coivuvvinennann 39,988
Total (Memorandum Only) Reporting Entity § 135,942

Tlinois Student Assistance Commission (Commission) -

The Commission is authorized to issue Student Loan Revenue Notes. The notes and related interest are
payable solely from the revenues and other resources of the Commission.. On June 30, 1995, the
Commission had $96 million of notes outstanding due 2005 or upon demand. The interest rate is 69.875%
of the weekly 91-day U.5. Treasury bill rate, with a minimum interest rate of 2.14% and a maximum
interest rate of 11.725%.

Illinois Housing Development Authority (Authority) -

The Authority has issued commercial paper, which is supported by an irrevocable direct-pay letter of
credit issued by the Fuji Bank, Limited. The proceeds are to be used to finance ten year balloon payment
mortgage loans for the construction and permanent financing of multi-family housing developments. The
initial issuance of commercial paper was made on January 11, 1991. On June 30, 1995, the Authority had
$21.5 million of commercial paper outstanding, carrying interest rates of 6.3% and 6.07%, and due on July
6, 1995. ‘

Southwestern Illinois Development Authority (SWIDA) -
The SWIDA has obtained notes payable from the Danforth Foundation and the Pulitzer Publishing
Company in the amounts of $500 thousand and $100 thousand, respectively. These notes have interest

rates ranging from 5% to 6% and mature on December 31, 1995. The proceeds from these notes are to be
used to purchase and perform the necessary development requirements imposed by the National Park
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Service and the Department of Interior on the real property that the SWIDA will donate to the National
Park Service of the Department of Interior. This property is to be used by the National Park Service in
extending the Jefferson National Expansion Memorial Historic Site to the East St. Louis Riverfront. In
addition, the SWIDA has obtained a note payable from the Department of Commerce and Community
Affairs in the amount of $100 thousand, the proceeds of which were used for start-up costs. This note is
non-interest bearing and matures on July 1, 2008. As of June 30, 1995, the total amount of notes payable
outstanding was $700 thousand.

Universities and Colleges -

Universities and colleges have issued notes payable aggregating $17.8 million at June 30, 1995. The notes
are generally secured through revenues (i.e., lease payment agreements) derived from the operations of
the projects constructed, although portions of the notes outstanding are unsecured.

Revenue Anticipation Certificates Payable -

The State is authorized to borrow up to 15% of the State's appropriations in a fiscal year to meet deficits
in anticipated revenues. All monies borrowed to fund such deficits must be repaid within one year of the
date of issuance.

Subsequent Event -

Subsequent to June 30, 1995, the State experienced a revenue shortfall that necessitated short-term
borrowing to maintain adequate cash balances in three sub-accounts of the General Fund: the General
Revenue Fund, the Hospi.-] Provider Fund and the Long Term Care Provider Fund. The Hospital
Provider Fund and the Long Term Care Provider Fund collect assessments paid by all Illinois hospitals
and long term care facilities. The Long Term Care Provider Fund also receives deposits of the State's
cigarette and tobacco use taxes. These payments are used to pay hospital and long-term care Medicaid
providers for their services to the State, and such payments are eligible for reimbursements by the federal
government. These federal reimbursements to the State, together with the payments from Illinois hospitals
and long term care facilities, finance a portion of the State’s medical assistance programs in the Department
of Public Aid.

As a result, the State issued revenue anticipation certificates of August 1995 in the principal amount of
$500 million with an interest rate of 4.5% of which $200 million will mature on April 20, 1996, $200 million
on May 10, 1996 and $100 million on June 10, 1996. Proceeds from the certificates were deposited as
follows: $200 million into the General Revenue Fund, $200 million into the Hospital Provider Fund and
$100 million into the Long Term Care Provider Fund. Of the principal amount, $300 million is intended
to be repaid from transfers from the Hospital Provider Fund and the Long Term Care Provider Fund to
the General Obligation Bond Retirement & Interest (BR&I) Fund. The remaining principal amount and
the interest is intended to be repaid from transfers from the General Revenue Fund to the General
Obligation BR&I Fund.
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10. RETIREMENT SYSTEMS:

The State of Illinois sponsors five defined benefit public employee retirement systems ("PERS") which are
included in the State's financial statements as pension trust funds.

Plan_ Descriptions -

»>

State Employees' Retirement System ("SERS") is the administrator of a single-employer PERS
established in 1944 and govemed by Article 14 of the Illinois Pension Code. SERS provides
coverage to most State employees who are not eligible for another State sponsored plan.
Employees who retire at or after age 60 with 8 years of credited service (or at age 55 with at least
30 years of credited service with reduced benefits) are entitled to an annual retirement benefit,
payable monthly for life, in an amount based upon final average compensation and credited
service. Employees with 35 years of credited service may retire at any age with full benefits.

Teachers' Retirement System (“TRS") is the administrator of a cost-sharing, multiple-employer
PERS established in 1939 and governed by Article 16 of the Illinois Pension Code. TRS provides
coverage to teachers employed by public school districts in Illinois (excluding Chicago). The State
of Illinois is legally mandated to make contributions by appropriations to the TRS, even though
most covered employees are not State employees. Members may draw a retirement annuity at
age 62 after 5 years of service; at age 60 after 10 years; and at age 55 after 20 years (with a
reduction in the annuity of 1/2% for each month the member is under age 60 if less than 35 years
of service).

State Universities Retirement System ("SURS") is the administrator of a cost-sharing, multiple-
employer PERS established in 1941 and governed by Article 15 of the Illinois Pension Code. SURS
provides coverage to faculty and staff of State universities, community colleges and related
agencies. The State of Illinois is legally mandated to make contributions by appropriations to
SURS, even though some covered employees are not State employees. Members are eligible for
normal retirement at age 62 with 5 years of covered service, age 55 with 8 years of covered
service, or at any age with 35 years of covered service. Police and fire fighters are eligible for
normal retirement at age 55 with 20 years of service, or at age 50 with 25 years of service.

Judges' Retirement System ("JRS") is a single-employer PERS established in 1941 and governed by
Article 18 of the Illinois Pension Code. The System covers judges and associate judges of the
Illinois courts. Participants have vested rights to full retirement benefits beginning at age 60 with
10 years of service credit, or reduced retirement benefits beginning at age 55. Participants also
have vested rights to benefits at age 62 upon attaining 6 years of credited service or at age 55
upon completing 28 years of credited service.

General Assembly Retirement System ("GARS") is a single-employer PERS established in 1947 and
governed by Article 2 of the Illinois Pension Code. GARS provides coverage to members of the
General Assembly and certain elected State Officials. Participants have vested rights to retirement
benefits beginning at age 62 with 4 years of service credit or at age 55 with 8 years of service
credit.

Participation in the SERS, TRS and SURS plans by respective eligible employees is generally required. JRS
participation is mandatory unless an election not to participate is filed within 30 days of the option.
Participation in the GARS is optional.
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Although specific benefits of the above PERS vary by plan, they include periodic annuity payments with
automatic annuity increases after retirement, survivors benefits, and under specified conditions, lump sum
death benefits. In some plans, group health insurance and disability benefits are provided. Participants who
terminate service may receive, upon application, a refund of their total contribution. The State has not
expressed any intention t¢ discontinue its contributions and close the plans’ enrollment. However, it
would be able to do so, subject to the constitutionally vested rights of plan participants, by appropriately
amending State law.

Table I summarizes information by plan (dollar amounts only expressed in thousands) at June 30, 1995.

TABLE I
SERS TRS SURS JRS GARS Total
Employee Groups
Retirees and bene-
ficiaries currently :
receiving benefits.... 39,104 59,634 23,880 688 361 123,667
Terminated employees
entitled to benefits
but not yet
receiving them........ 3,018 38,736 27,399 37 114 69,302
Active employees:
Vested.......0ieunrenn 49,060 128,796 37,728 606 103 216,293
Nonvested...... cearias 29,736 35,799 269 79 ._65,883
Total active employees 78,796 128,796 73,527 875 182 282,176
Total participants 120,916 227,166 1245806 1,600 657 475,145
Employer
Covered payrell......... $2,756,072 $4,417,000 $§2,237,025 $75,314 4$8,774 $ 9,494,185
Total payroll........... $2,939,875 $5,372,000 $2,535,114 $82,057 £9,993 $10,939,039

Funding Status and Progres

The amounts shown in the table below as the pension benefit obligation ("PBO") are standard disclosure
measures of the present value of pension benefits, adjusted for the effects of projected salary increases and
step-rate benefits, estimated to be payable in the future as a result of employee service to date. The
standard measure is intended to help users assess the funding status of the systerfis on a going concern
basis, assess progress made in accumulating sufficient assets to pay benefits when due, and make
comparisons among employers. The measure is the actuarial present value of credited projected benefits
and is independent of the funding method used to determine contributions to the systems.

The pension benefit obligations were computed as part of the actuarial valuations performed as of June
30, 1995. Significant actuarial assumptions used in the valuations include (a) rates of return on investment
of present and future assets of 8% per year, (b) postemployment benefit increases of 3% per year and (c)
projected salary increases as follows:

SERS TRS SURS JRS GARS
Salary increase due to inflation..... 4.5% 4.0% 4.5% 4.5% 4.5%
Salary increase due to
seniority/ merit............c.uuii... * 3.4% 2.5% 1.0% 1.5%
Total salary increagse asgumption 5.0%-9.2% 7.4% 7.0% 6.0%** 6.5%**

* Varies with age, increasing in increments (1/2% every five years) from .5% at age 65 to 4.7% at age 20.
** Includes a .5% "general" salary increase assumption in addition to inflation and seniority /merit.

During fiscal year 1995 there were no changes in benefit provisions or actuarial assumptions which affected
the pension benefit obligatinn of the retirement systems.
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The total unfunded pension benefit obligation and related information (amounts expressed in thousands)
applicable to each retirement system at June 30, 1995 is disclosed in Table I below.

TABLE II

SERS TRS SURS JRS GARS Total

Bension Benefit
Obligation For:

Retirees and bene-
ficiaries currently
receiving benefits
and terminated em-
ployees not yet
receiving benefits.. $3,408,102 $13,127.,482 $3.,706,108 & 289,607 s 91,958 $20,623,257

Current employees -

Accumulated employee

contributions includ-

ing allocated invest-

ment earnings....... 1,650,500 2,846,405 2,224,092 69,050 6,639 6,796,686

Employer-financed
vested.........v0.nn 1,748,650 3,157,449 3,248,292 96,998 11,842 8,263,231

Employer-financed
non-vested.......... 181,218 4,849,230 200,906 68,031 8,923 5,308,308

Total Pension Benefit
Obligation.......... 6,988,470 23,980,566 9,379,398 523,686 119,362 40,991,482

Net assets available
for benefits, '
at cost....niuna... 3,923,097 12,641,865 4,674,200 214,104 40,698 21,493,964

Unfunded Pension

Benefit Obligation.. £3,065,373 £11,338,701 $4,705,198 § 309,582 3 78,664 $19,497,518

Net assgsets available
for benefits, at

market value........ 54!530!l14 $13,373,558 $5,951,001. § 249,334 E 47,694 §2Gl152'001

Contributions Required and Contributions Made

The systems' funding requirements have been established by statute (Public Act 86-0273, effective August
23, 1989) and, starting with fiscal year 1990, the employer contributions made by the State of Illinois shall
be increased incrementally over a seven year period so that by fiscal year 1996, the minimum State
employer contribution shall be an amount that is sufficient to meet the normal cost and amortize the
unfunded actuarial liability over forty years as a level percent of payroll as determined under the projected
unit credit actuarial cost method. The State contribution, as a percentage of the applicable employee
payroll, shall be increased in equal annual increments over the seven year period until the funding
requirement specified above is met. Employee contributions are based on fixed percentages ranging from
4% to 11.5% applied to an employee's annual compensation, supplemented by contributions provided by
the State. The State's actual funding of the retirement systems is governed by appropriation law and except
for the TRS, the State has not followed the funding practice established by statutory law for the fiscal year
ended June 30, 1995. For fiscal year 1996 and subsequent years, the above funding requirement will be
superseded by Public Act 88-0593 which provides for a 50-year funding plan with a 15-year phase-in and
a "continuing appropriation.” The continuing appropriation means that the State must automatically
provide funding to the pension systems based on actuarial cost requirements and amortization of the
unfunded liability without being subject to the General Assembly's appropriation process. The statutory
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funding requirement and the actual amounts funded (expressed in thousands) by retirement system for
fiscal year 1995 are presented in Table III below. Neither the new legislation nor Public Act 86-0273
funding plans conform with official accounting pronouncements, particularly APB Opinion No. 8 (APB
8). The requirements of both Public Acts are significantly different than the APB 8 funding requirements
shown in table V.

TABLE IXI
SERS TRS SURS JRS GARS
Statutory funding reguire-
ment (Public Act 86-0273). $170,876 $511,228 $257.,136 $17,367 $3,304
Contributions made
by employer..........ouvunn 136,589 598,169 128,116 11,151 2,311

1995 Statutory deficiency
(excess) $ 34,287 $(86,941) $129,020 $ 6,216 $ 993

All retirement systems use the projected unit credit actuarial cost method. There were no current year
changes in the method used to calculate or establish retirement costs.

Table IV summarizes contribution information by plan (amounts expressed in thousands) for the year
ended June 30, 1995.

TABLE IV
SERS TRS SURS JRS GARS
Contributions made:
By employees..........cv0venn $131,658 $430,761 $185,899 § 8,943 $ 1,175
% of current year covered
payroll.......c.oiunnnonn 4.8% 9.8% 8.3% 11.9% 13.4%
By employers................. $136,589 $598,169 $128,116 $11,151 $ 2,311
% of covered payroll: 1985 5.0% 13.5% 5.7% 14.8% 26.3%
1994 4.9% 11.0% 6.2% 15.2% 24.6%
1983 4.7% 7.3% 6.1% 15.9% 25.4%

Net funding deficits are the amount by which retirement costs calculated in accordance with APB Opinion
No. 8 exceed contributions made by the State. These amounts, aggregating $1,181.7 million for the year
ended June 30, 1995, are reflected in the General Long-Term Obligations Account Group and Changes in
Long-Term Obligations (see Note 15). Table V presents the 1995 net funding deficits (amounts expressed
in thousands) by pension plan.

TABLE V
SERS TRS SURS JRS GARS Total

1995 Retirement Costs

{calculated in accordance

with APB Opinion No. 8)..... $307,892 $1,156,495 4553,564 $32,937 87,169 $2,058,0587
Contributions made

by employers................ 136,589 598,169 128,116 11,151 2,311 876,336
1995 net funding deficits

included in the accompanying

financial statements as

accrued retirement costs $171,303 g 558!326 $425,448 $21,786 §4!858 £1,181,721

TRS and SURS are the State’s two cost-sharing, multiple employer PERS. As referred to above under plan
descriptions, most covered employees of the TRS are not State employees. Also, some covered employees
of the SURS are not State employees. The actuarial required contribution by the State expressed as a
percentage of the actuarial required contribution for all employers for the TRS and SURS approximated
78% and 96% for those systems, respectively, for fiscal year 1995.
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Trend Information
Trend information gives an indication of the progress made in accumulating sufficient assets to pay
benefits when due. Required 10-year trend information is presented in each of the retirement systems’

annual reports.

Table VI presents the required three-year trend information except for employer contributions expressed
as percentages of annual covered payroll which is presented in Table IV of this note.

TABLE VI
SERS TRS SURS JRS GARS
Net assets available for
benefits (at cost) expressed
as a % of the pension
benefit obligation
{(percentage funded): 1995 56% 53% 50% 41% 34%
1994 57% 55% 52% 43% 37%
) 1993 58% 59% 53% 44% 40%
Unfunded pension benefit
obligation expressed as
a % of annual covered
payroll: 1995 111% 257% 210% 411% 897%
1994 106% 221% 193% 382% 812%
1993 104% 182% 173% 372% 715%

Postemplovment Benefits

In addition to providing pension benefits, the State Employees Group Insurance Act requires that the State
pay the cost of basic noncontributory health and dental, and life insurance benefits to annuitants who are
former State employees. This includes annuitants of all of the State's retirement systems, excluding the
Teachers' Retirement System.

Legislation transferring the administration of the TRS health insurance program to the Illinois Department
of Central Management Services ("CMS") takes effect January 1, 1996. It also establishes a funding
mechanism consisting of a one-half of 1 percent contribution from active teachers and matching
appropriations from the State to pay the subsidy portion of participating annuitants during Fiscal Year
1996. Persons enrolling in TRS managed care or residing in areas with no managed care will receive a 75%
premium subsidy. All others will receive a 50% subsidy. At June 30, 1995, 31,826 TRS annuitants were
enrolled in the health plan, receiving $64.9 million in subsidies. TRS will continue to be responsible for
program enrollment and eligibility determination. CMS will be responsible for providing information and
consultation to plan participants.

Substantially all of the State's employees may become eligible for postemployment benefits if they
eventually become an annuitant. Health and dental benefits include basic benefits for annuitants under
the State's self-insurance plan and insurance contracts currently in force. Life insurance benefits are limited
to five thousand dollars per annuitant age 60 and older.

For fiscal year 1995, the State did not segregate payments made to annuitants from those made to current
employees for health and dental, and life insurance benefits. The total cost of all members including
postemployment health and dental, and life insurance benefits is recognized as an expenditure in the
accompanying financial statements as claims are reported and are financed on a pay-as-you-go basis. For
fiscal year 1995, the cost of providing postemployment health and dental, and life insurance benefits for
approximately 63,000 annuitants was estimated to be $112.4 million and $10.7 million, respectively.
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11. GENERAL OBLIGATION BONDS:

General obligation bonds have been authorized and issued primarily to provide funds for acquisition and
construction of capital facilities for higher education, public and mental health, correction and conservation
purposes and for maintenance and construction of highway and waterway facilities. Bonds also have been
issued to provide assistance to municipalities for construction of sewage treatment facilities, port districts,
aquarium facilities, local schools, mass transportation and aviation purposes, and to fund research and
development of coal as an energy source. In addition, bonds have been authorized to refund any general
obligation bonds outstanding.

The State Constitution provides that the State may issue general obligation bonds for specific purposes
in such amounts as provided either by the General Assembly with a three-fifths vote of each house or by
a majority of voters in a general election. The enabling acts pursuant to which the bonds are issued
provide that all bonds issued thereunder shall be direct obligations of the State of Illinois and pledge.the
full faith and credit of the State. General obligation bonds are redeemed over a period not to exceed 30
years, from available resources in the debt service funds. However, the State of Illinois has generally
issued 25 year serial bonds with equal amounts of principal maturing each year except for capital
appreciation and refunding bonds which mature in varying amounts. Additionally, Illinois offerings, with
the exception of anti-pollution bonds, generally have call provisions providing for early redemption at the
option of the State, beginning 10 years following the date of issuance, in whole or in part, in such order
as the State shall determine and at a redemption price not to exceed 102% of par value.

General obligation bonds outstanding and bonds authorized but unissued (amounts expressed in
thousands) at June 30, 1995 were as follows:

Outstanding Authorized
Purpose Interest Rates Amount but Unissued
Capital Development.......cuvvvevusn 3.25% to 11.75% $1,710,893 $ 977,041
Transportation...........c.euuuuuun. 3.25% to 11.50% 1,748,495 452,032
Anti-Pollution.....ciivcinrnrnanean 3.25% to 12.00% 351,832 13,528
School Construction................ 3.25% to 11.75% 100,995 64,225
Coal Development.....oevuvveraneenn 3.25% to 11.50% 34,705 114,714
Refunding.......... ... 4.10% to 7.00% 1,344,873 756,651
5,291,793 2,378,191

Changes in general obligation bonds during the year ended June 30, 1995 are summarized in Note 15.

Future general obligation debt service requirements (amounts expressed in thousands) at June 30, 1995
were as follows:

Year Ending

June 30 Principal Interest Total
1996 $ 416,415 $ 194,753 $ 611,168
1987 430,755 178,410 609,165
1998 436,825 162,088 598,913
1999 424,200 146,380 570,580
2000 421,975 132,225 554,200

Thereafter 4,360,955 819,322 5,180,277
$6,491,125 1,633,178 8,124,303
Less:
Unaccreted appreciation ........ (1,199,332)
§5,291,793
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In prior years, the State defeased certain callable maturities of general obligation bonds by placing the
proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the old
bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not included in
the accompanying financial statements. At June 30, 1995, the outstanding balance of the defeased bonds
was $837.8 million. These bonds have interest rates ranging from 5.8% to 12% and their principal is to
be redeemed on various dates through 2001 at redemption prices varying from 100% to 102%.

Subsequent to June 30, 1995, the State issued $300 million of general obligation bonds which mature
annually from 1996 through 2020 with interest rates ranging from 5.25% to 5.75%. In addition, the State
issued $500 million of general obligation bonds (including $315.8 million of refunding bonds) which
mature annually from 1996 through 2020 with interest rates ranging from 5.125% to 5.25%.

12. SPECIAL OBLIGATION BONDS:

Special obligation bonds have been authorized and issued to provide funds for the Build Illinois Program,
the State's Metropolitan Civic Center Support Program, and to refund any bonds previously issued under
these programs.

The Build Illinois Program was implemented to expand the State's efforts in economic development by
providing financing in certain areas. These areas include construction, reconstruction, modernization, and
extension of the State's infrastructure; development and improvement of educational, scientific, technical
and vocational programs and facilities; expansion of health and human services in the State; protection,
preservation, restoration, and conservation of the State's environmental and natural resources; and
provision of incentives for the location and expansion of businesses in Illinois resulting in increased
employment.

The State's Metropolitan Civic Center Support Act (Support Act) was amended on September 3, 1985, to
allow the issuance of bonds to refinance the State's Metropolitan Civic Center Support Program and to
provide additional capital for new projects to be financed under the Support Act. The refinancing of the
State's Metropolitan Civic Center Support Program is discussed further in Note 14. The Support Act was
amended further on September 11, 1990, to allow the issuance of bonds for making construction and
improvement grants by the Secretary of State, as State Librarian, to public libraries and library systems.
Special obligation bonds are payable primarily from dedicated portions of the State's sales tax and the
horse racing privilege tax and are redeemed over a period of not more than 30 years. Additionally, these
bonds have call provisions providing for early redemption at the option of the State, beginning 10 years
following the date of issuance, in whole or in part, in such order as the State shall determine and within
any maturity by lot at varying premiums which decrease periodically.
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Special obligation bonds outstanding and bonds authorized but unissued (amounts expressed in
thousands) at June 30, 1995 were as follows:

Outstanding Authorized
Purpose Interest Rates Amount but Unissued
Build Illinois:
Public Infrastructure.......... 3.5% to 7.5% $§ 599,698 $ 187,958
Business Development........... 5.3% to 7.5% 8,177 -
Education.......... ..., 3.5% to 7.5% 237,731 62,020
Environment..............c0vu.. 3.5% to 7.5% 15,729 -
Refunding............covuun... 3.5% to 7.0% 813,571 Unlimited
1,674,906 249,978
Civic Center:
Civic Centers........vveeeunnn. 5.3% to 9.2% 81,250 110,854
Libraries........ccuieeueieunnn. 5.3% to 6.4% 9,575 425
Refunding.......cvvivinernnnnns 6.0% to 7.35% 86,280 Unlimited

177,105 111,279

$1,852,011 $_ 361,257

Changes in special obligation bonds during the year ended June 30, 1995, are summarized in Note 15.

Future special obligation debt service requirements (amounts expressed in thousands) at June 30, 1995
were as follows:

Year Ending
June 30 Principal Interest Total
1996 $ 63,985 $ 96,444 $ 160,429
1997 - 65,735 94,292 160,027
1998 67,260 92,299 159,559
1999 69,640 89,390 159,030
2000 71,640 86,796 158,436
Thereafter 1,655,005 908,189 2,563,194
$1,993,265 1,367,410 3,360,675
Less:
Unaccreted appreciation........ (141,254)
$1,852,011

In prior years, the State defeased certain callable maturities of Build Illinois and Civic Center bonds by
placing the proceeds of new bonds in an irrevocable trust to provide for all future debt service payments
on the old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not
included in the accompanying financial statements. At June 30, 1995, the outstanding balance of the
defeased bonds was $825.3 million. These bonds have interest rates ranging from 5.6% to 9.5% and their
principal is to be redeemed on various dates from 1995 through 2008 at redemption prices varying from
100% to 105%.
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13. REVENUE BONDS:

The State Constitution empowers certain State agencies and authorities to issue bonds that are not
supported by the full faith and credit of the State. The bond indentures include a pledge from these
agencies and authorities that income derived from acquired or constructed assets be used to retire the debt
and service related interest. In addition, certain authorities have issued debt which is classified as
“conduit” debt of the State.

Revenue bonds issued by individual agencies are supported by fees, rentals, tolls assessed to users and
loan repayments. Issuing agencies of the primary government include the Illinois Student Assistance
Commission (Student Loan Revenue Bonds) and the State Universities Retirement System of Illinois (State
Universities Retirement System Special Revenue Bonds). Component unit issuing agencies include the
Illinois Housing Development Authority (Housing Development, Multi-Family Housing, Residential
Mortgage, Multi-Family Program, Homeowner Mortgage Revenue and Affordable Housing Program Trust
Fund Bonds), Illinois State Toll Highway Authority (Construction Revenue Bonds), Illinois Rural Bond
Bank (Bond Bank Revenue Bonds), and Board of Governors, Board of Regents, Southern Illinois University
and the University of Illinois (University Revenue Producing Facilities Construction Bonds).

Bonds outstanding (amounts expressed in thousands) at June 30, 1995, net of unamortized discounts, were
as follows:

Amount Interest Annual
Ageacy Ooutstanding Rates Maturity To
Primary Government -
Enterprise:
Illinois Student Assistance Commission... $ 740,320 3.90% to 18.000% 2023
Trust:
State Universities Retirement System..... 13,972 7.25% to 7.450% 2005
Total (Memorandum Only) Primary Government $ 754,292
Component Unit -
Proprietary:
Illinois Housing Development Authority... $ 1,858,577 3.60% to 10.625% 2028
Illinois State Toll Highway Authority.... 982,905 3.70% to 8.400% 2017
Illinois Rural Bond Bank..........cccuun. 48,105 3.90% to 7.300% 2021
2,889,587
Univerxsities and Colleges:
Board of Governors of State Colleges
and Universities..........c.ceivinnnnann 93,196 3.70% to 9.500% 2023
Board of Regents. .. .cvcceeecemaraecaannnans 99,484 3.00% to 10.050% 2018
southern Illincois University...vcevevvneas 53,165 5.40% to 7.125% 2018
University of I1linois........vivnveenn. 238,776 3.50% to 10.500% 2022
484,621
Total Component Unit 3,374,208
Total (Memorandum Only) Reporting Entity §__4I,128,500

Changes in revenue bonds during the year ended June 30, 1995, are summarized in Note 15.

49



STATE OF ILLINOIS

Revenue bond debt service requirements, principal and interest, (amounts expressed in thousands) as of
June 30, 1995 were as follows:

Primary Government
Year Ending Enterprisge Trust Total
June 30 Principal Interest Principal Interest Principal Interest
1996 $ 28,735 § 68,994 §$ - $ - $ 28,735 § 68,994
1997 37,915 68,912 - -— 37,918 68,912
1998 42,227 66,356 - - 42,227 66,356
1999 55,063 63,825 -- - 55,063 63,825
2000 53,152 60,559 - - 53,152 60,559
Thereafter 529,955 623,582 25,825 -— 555, 780 623,582
747,047 $§ 952,228 25,825 § - 772,872 § 952,228
Less:
Unaccreted
appreciation (2,830) {11,853) (14,683)
: $ 744,217 g 13!972 § 758!189
Component Units
Year Ending Proprietary University and College Total
June 30 Principal Interest Principal Interest Principal Intereast
1996 $ 58,725 $ 183,513 § 26,475 & 13,587 $ 85,200 §$ 197,100
1997 61,370 180,078 27,315 13,283 88,685 193,361
1998 64,805 176,107 28,220 12,698 93,025 188, 805
1999 67,085 172,169 29,125 12,042 96,210 184,211
2000 70,030 168,252 30,205 11,315 100,235 179,567
Thereafter 2,824,805 2,116,910 677,409 114,091 3,502,214 2,231,001
. 3,146,820 §2,997,029 818,749 g 177,016 3,965,569 $3,174,045
Less:
Unaccreted
appreciation (238,187) {330,528) (568,715)

§2!9085633 § 488,221 $3,396,854

Total principal debt service requirements for the primary government include bond discounts of $3.9
million for enterprise funds. Component unit bond discounts include $19 million for proprietary funds
and $3.6 million for university funds.

Illinois Student Assistance Commission (Commission) -

The Commission issues student loan revenue bonds, the proceeds of which are used to purchase student
loans from eligible lenders and to issue Stafford nonsubsidized loans to Illinois residents. The bonds
mature annually in varying amounts, bearing interest ranging from 3.9% to 18%. Bonds outstanding
exclusive of refunding issues may not exceed $1,150 million ($740.3 million was outstanding at June 30,
1995, net of $3.9 million of unamortized discounts). All student loans purchased by the Commission and
all loans financed from the proceeds of bonds issued, along with all revenues received from or on account
of these bonds, are pledged as collateral for the bonds. Any losses are guaranteed as to principal and
interest by the Commission's Guarantee Loan Program, which can be subrogated to the United States
Department of Education.

The bond resolutions provide for early retirement for bonds maturing on or after March 1, 1996, at 102%
of par, with the premium decreasing periodically until March 1, 2005, after which unmatured bonds can
only be retired at par value. Pursuant to the bond resolutions, reserves for bond retirement and interest
payments aggregated $60.7 million at June 30, 1995.
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Included within the $740.3 million of outstanding revenue bonds are $160 million of taxable revenue
bonds, Series B, Series C and Series D, the proceeds of which were used to purchase student loans. The
bonds mature in 2010, 2022 and 2023, bearing interest rates as determined by the remarketing agent that
would enable the bonds to be sold at a price equal to their principal amount, but not to exceed 18% per
annum for the Series B and Series C bonds and 15% per annum for the Series D bonds.

The bonds, if in a weekly or monthly mode, are subject to purchase on demand of the holder at a price
equal to principal plus accrued interest on seven days' notice and delivery to the remarketing agent. The
remarketing agent is authorized to sell the repurchased bonds at a price equal to their principal amount
by adjusting the interest rate.

Irrevocable letters of credit have been issued by Sumitomo Bank, Limited (Chicago Branch) for the Series
B bonds and by Student Loan Marketing Association (Sallie Mae) for the Series C bonds. In addition,
irrevocable letters of credit have been issued by Sumitomo Bank, Limited (Chicago Branch) and Industrial
Bank of Japan, Limited (Chicago Branch) for the Series D bonds. Under these letters of credit, Citibank,
N.A. and State Street Bank and Trust Company, N.A., acting as tender agent, paying agent, and bond
registrar for Series B and Series C bonds and for Series D bonds, respectively, are entitled to draw the
amount needed (a) to pay interest on the bonds on each interest payment date; (b) to pay principal and
interest on the bonds called for redemption; (c) to pay principal and interest on the bonds resulting from
an acceleration of maturity due to an event of default; and (d) to pay the tender price of bonds tendered
or required to be tendered for purchase which is not to be paid from remarketing proceeds or from certain
funds held under the indenture. The letters of credit are valid through September 29, 1999, for the Series
B bonds, through December 1, 1997, for the Series C bonds and through September 22, 1998 for the Series
D bonds unless extended or renewed. If exercised, the letter of credit for the Series B bonds carries a
variable interest rate of 2% plus the greater a) of the prime rate or b) the Federal funds rate plus .5% per
annum. The letter of credit for the Series C bonds carries a variable interest rate of 1.75% plus the average
yield of the 13 week U.S. Treasury Bill. The letter of credit for the Series D bonds carries the Federal
funds rate plus .5% per annum for the initial 30 days and, thereafter, carries the prime rate plus 2.5%.

If the remarketing agent is unable to resell any bonds that are "put” within 180 days of the "put" date, the
Commission is required to repay the amounts drawn on the letters of credit for the redemption of these
bonds. Repayments of amounts drawn on the letters of credit will be made by the Commission from the
trustee accounts.

The Commission is required to pay to Sumitomo Bank, for the Series B bonds, on the date of issuance of
the letter of credit an origination fee of .15% of the line of credit and, thereafter, a quarterly commitment
fee of .45% of the available amount of the letter of credit. On the date of issuance of the letter of credit
issued by the Student Loan Marketing Association, the Commission is required to pay $50,000 and,
thereafter, a quarterly commitment fee of .6% of the available amount of the letter of credit. For the
issuance of the letter of credit for the Series D bonds, the Commission is required to pay to Sumitomo
Bank and Industrial Bank of Japan $75,000 and, thereafter, a quarterly commitment fee of .55% of the
available amount of the letter of credit.

State Universities Retirement System (System) -
The System issued revenue bonds to finance the design, acquisition, construction and equipping of a new
permanent administrative office building. The bonds are capital appreciation bonds with interest rates

ranging from 7.25% to 7.45%. These bonds are payable solely from and secured by a pledge of and first
lien on the net revenues derived from investments of the System. They are not payable from any
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employer or employee contributions to the System. The bond resolutions do not provide for early
redemption prior to maturity. At June 30, 1995, bonds outstanding were $14 million.

Hlinois Housing Development Authority (IHDA) -

The IHDA was created in 1967 to increase the production of low and moderate income housing in Illinois
by providing mortgage loans. The IHDA is authorized to have bonds and notes outstanding in an
aggregate principal amount not to exceed $3,600 million exclusive of refunding issues. Bonds issued must
mature within 50 years from the date of issue, bearing interest rates as determined by the IHDA.
Subsequent to July 1, 1983, the maximum interest rate cannot exceed 11% or 70% of the prime rate,
whichever is greater. All revenue bonds issued to provide mortgage loans are secured by first mortgage
liens on the related developments.

In the event that IHDA determines that funds will not be sufficient for the payment of the principal of
and interest on its bonds during the next succeeding State fiscal period, the Chairman of IHDA shall
certify to the Governor on or before September of the then current State fiscal period the amount required
by IHDA to enable it to pay such principal and interest. The Governor shall include the amount so
certified in the State budget; however, the General Assembly has no obligation to appropriate funds for
IHDA.

At June 30, 1995, bonds outstanding aggregated $1,877.6 million, before unamortized discounts of $19
million. Sinking funds established pursuant to bond resolutions at year end aggregated $59.2 million.
The bonds mature annually through 2028, bearing interest from 3.6% to 10.625%. The bonds provide for
early redemption at the option of IHDA, in whole or in part, in inverse order of maturity at varying
premiums which decrease periodically.

Included within the $1,877.6 million of outstanding revenue bonds are $320.7 million of Multi-Family
Program Bonds, $217.9 million of Homeowner Mortgage Revenue Bonds and $61.3 million of Affordable
Housing Program Trust Fund Bonds which are not a debt of the State of Hllinois and, therefore, the State
of Illinois is not liable for them. However, the Multi-Family Program Bonds are direct and general
obligations of the IHDA and the full faith and credit of the IHDA is pledged for their repayment. The
remainder of the bonds are special, limited obligations of the [HDA with a claim for payment solely from

pledged property.

The IHDA has also issued $69.8 million of Housing Revenue Bonds, Series 1985 which are secured by a
joint and several guaranty of the Metropolitan Life Insurance Company, Pittway Corporation and Metro
Properties, to provide construction and permanent financing for one development with 600 dwelling units.
On May 13, 1987, this guaranty was replaced by a guaranty from Fuji Bank and approved by the
bondholders of the Housing Revenue Bonds. In addition, the IHDA has issued $12.4 million of Multi-
Family Mortgage Revenue Bonds, Series 1989 which are secured by a guarantee of the Government
National Mortgage Association, to provide construction and permanent financing of multi-family housing
development of which certain units are intended for occupancy by low to moderate income persons. Also,
the IFHDA has issued $70.5 million of Multi-Family Housing Revenue Bonds, Series 1991, Series 1993 and
Series 1995. The Series 1991 and Series 1995 bonds were used to finance the costs of acquiring,
rehabilitating and equipping multi-family residential rental housing projects. The Series 1993 bonds were
used to refund on a current basis a portion of the IHDA's Multi-Family Housing Bonds. Additionally,
the IHDA has issued $61.8 million of Section 8 Housing Revenue Bonds, the proceeds of which were used
to (1) provide financing for the acquisition of several developments, (2) pay issuance costs, and (3) fund
debt service reserves. These bonds are special, limited obligations of the IHDA and can only be repaid
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from payments received with respect to the mortgage loans. The bonds are not a debt of the IHDA or
the State of Illinois and neither are liable on the bonds. They are, however, included in the IHDA's
authorized debt limitation. As of June 30, 1995, $217.2 million of these bonds were outstanding.

Subsequent to June 30, 1995, the IHDA issued Affordable Housing Program Trust Fund Bonds, Series
19954, in the amount of $48.9 million. These bonds mature semi-annually through 2022 at interest rates
ranging from 5.84% to 7.82%. The IHDA also issued Homeowner Mortgage Revenue Bonds, 1995 Series
D, in the amount of $50 million maturing semi-annually from 1998 through 2027 at interest rates ranging
from 4.4% to 6.625%.

Ilinois State Toll Highway Authority (THA) -

The THA issued revenue bonds to finance construction of the State toll highway system and to refund
all currently outstanding bonds of the Authority. The bond resolutions provide for early redemption at
the option of the THA, in whole or in part, at a cost not to exceed 102% of par value, declining
periodically through December 31, 2004. All unmatured bonds outstanding at January 1, 2005, are
redeemable thereafter at par. In accordance with the provisions of the bond resolutions, debt reserves on
deposit with and invested by the Bond Trustee at June 30, 1995, aggregated $131.6 million.

Included within the THA's outstanding revenue bonds are $178.2 million of refunding revenue bonds,
Series 1993B. The bonds mature in 2010, bearing interest rates as determined by the remarketing agent
that would result in the market value of the bonds being 100% of the principal amount, plus accrued
interest, but not to exceed 22% per annum.

The bonds, if in a daily mode, are subject to purchase by demand of the holder at a price equal to the
principal amount plus accrued interest on notice and delivery to the remarketing agent. If the bonds are
in any other interest mode except a fixed rate, they are subject to purchase by demand of the holder at
the same price but on seven days' notice and delivery to the remarketing agent.

If the remarketing agent is unable to resell any bonds that are "put”, the THA has entered into a
reimbursement agreement with Societe Generale (New York Branch) to purchase the bonds. The
purchased bonds rate will be equal to the prime lending rate plus 2% per annum, however, not to exceed
22% per annum. Under an irrevocable letter of credit issued by Societe Generale, the First Chicago Trust
Company of New York, New York, NY, acting as tender agent, is entitled to draw an amount sufficient
to pay the purchase price oi bonds delivered to it. The letter of credit is valid through December 31, 2009
and such payment shall be made by the delivery of purchased bonds.

The THA was required to pay to Societe Generale, on the date of closing of the letter of credit an
origination fee of .05% per annum of the face amount of the letter of credit. In addition, the THA must
pay .20% per annum of the maximum available amount to be drawn under the letter of credit.

In conjunction with the issuance of the Series 1993B bonds, the THA entered into an interest rate swap,
with Societe Generale, to mitigate the effect of changes in interest rates on its demand bonds. The swap
effectively changes the THA's interest costs on the $178.2 million bonds due in 2010 to a fixed rate of
4.92% for the life of the bonds. The THA is exposed to credit risk of nonperformance by Societe Generale.
This risk could result in the THA's not receiving the agreed upon payments from Societe Generale if the
variable interest rate exceeds 4.92%. However, the THA does not anticipate nonperformance. The
amounts shown in the schedule of revenue bond debt service requirements are based on the fixed rate
effects of this interest rate swap.
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Illinois Rural Bond Bank (Bank) -

The Bank issues revenue bonds and notes whose proceeds are used for (1) the purchase of securities of
local Illinois governmental units to include the establishing or increasing reserves in securing the payment
of the bonds and/or interest on the bonds and (2) to pay, fund or refund any bonds issued by the Bank.
The Bank is authorized to have bonds and notes outstanding in an aggregate original principal amount
not to exceed $100 million.

In the event that the Bank determines that funds will not be sufficient for the payment of the principal
and interest on its bonds and notes, the Chairman of the Bank shall certify to the Governor, as soon as
possible, the amount required by the Bank to enable it to pay such principal and interest. The Governor
shall include the amount so certified in the State budget as soon as practically possible; however, the
General Assembly has no obligation to appropriate funds for the Bank.

At June 30, 1995, bonds outstanding aggregated $48.1 million. Sinking funds established pursuant to bond
resolutions at year end aggregated $.9 million. The bonds mature annually through 2021, bearing interest
rates from 3.9% to 7.3%. The bonds provide for early redemption at the option of the Bank, in whole or
in part, for bonds maturing on or after February 1, 2001, at 102% of par, with the premium decreasing
periodically until February 1, 2007, after which unmatured bonds can only be redeemed at par value.

Included within the $48.1 million of outstanding revenue bonds are $4 million of bonds which do not
require the Governor to include in the State budget the amount necessary for payment of principal and
interest. Payment of principal and interest on these bonds is guaranteed by a financial guaranty bond
issued by Capital Guaranty Insurance Company.

Board of Governors, Board of Regents, Southern Illinois University, and University of Illinois -

The Board of Governors of State Colleges and Universities, the Board of Regents, Southern Illinois
University, and the University of Illinois (hereinafter the "Boards"), as empowered by enabling acts, have
issued various revenue bonds to support construction of student housing and other revenue producing
facilities at State universities. These bonds do not constitute general obligations of either the State of
Illinois or the Boards but, together with interest thereon, are payable solely from and are secured by,
subject to the prior pledge and lien of existing refunded bonds, (i) the net revenues of the Boards; (ii) debt
service grants; (iii) income received from certain special accounts; (iv) retained tuition fees (subject to prior
payment of related operating and maintenance expenses); (v) certain debt service reserves; (vi) certain
repair and replacement reserves; and (vii) the principal of the special accounts arising on refundings, all
as defined in the various bond resolutions. In accordance with provisions of the bond resolutions, debt

service funds and reserves on deposit aggregated $133.4 million at June 30, 1995. The bonds are callable

prior to their maturity in accordance with the provisions of the bond resolutions, including premiums of
up to 5%.

Subsequent to June 30, 1995, the Board of Governors of State Colleges and Universities issued Western
Illinois University Auxiliary Facilities System Revenue Bonds and Western Illinois University Auxiliary
Facilities System Taxable Revenue Refunding Bonds, Series 1995A and Series 1995B, in the amounts of $9.2
and $7.1 million, respectively. The Series 1995A bonds mature annually from 1998 through 2020 at interest
rates ranging from 4.1% to 5.8%. The Series 1995B bonds mature annually through 2005 at interest rates
ranging from 6.1% to 6.85%.
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Contingent Liabilities -
Metropolitan Pier and Exposition Authority (McCormick Place) -

In September 1991, the State amended the Metropolitan Pier and Exposition Authority Act (Act) to
authorize the issuance of $937 million of additional bonds to finance another expansion of McCormick
Place, to be effective July 1, 1992. The Act also authorizes the McCormick Place to levy certain taxes
(MPEA Taxes) to secure the additional bonds and for certain other purposes. The MPEA Taxes would
include (i) a sales tax within portions of the City of Chicago on food, alcoholic beverages, and soft drinks
sold for consumption on the premises and on certain sales for immediate consumption off the premises,
(i) a tax at the rate of 2.5% of the gross rental receipts of hotels located within the City of Chicago, (iii)
a 6% tax on gross receipts of the business of renting automobiles in Cook County, Illinois, (iv) a 6% use
tax on automobiles rented outside Illinois for use in Cook County, Illinois, and (v) a tax on taxis and
livery vehicles ranging from $2 per taxi departure to $27 per bus having a capacity of over 24 passengers.
In addition, subject to appropriation, amounts of State sales tax ranging from $58 million for fiscal year
1995 and graduating to $93 million for fiscal year 2004 and thereafter would be available for the payment
of debt service on the additional bonds to the extent that the MPEA Taxes are not sufficient for such

purpose.

The McCormick Place has issued $936.4 million in revenue bonds, the proceeds of which were used to
finance this expansion. These bonds consist of current interest bonds, capital appreciation bonds, and
deferred interest bonds. The current interest bonds, in the amount of $672 million, mature annually
through 2006 and from 2022 through 2027, at interest rates ranging from 4.25% to 50%. However, the
$42.8 million of bonds bearing an interest rate of 50% were sold at a premium and have yields to maturity
of 5.8% and 5.88%. The capital appreciation bonds and deferred interest bonds, in the amount of $264.4
million, mature annually from 2006 through 2029, with a yield to maturity ranging from 6.1% to 6.75%.

In addition, the McCormick Place has previously issued $131.8 million of revenue bonds with interest rates
ranging from 5.5% to 6.7% to advance refund $34.3 million of revenue bonds with interest rates ranging
from 4.35% to 50% and a maturity date of 2004. The proceeds were used to purchase U. S. governmental
securities, which were deposited in an irrevocable trust with an escrow agent to satisfy all future debt
service requirements of the refunded bonds. As a result, the refunded bonds are considered defeased and
the State is no longer contingently liable for them.

As of June 30, 1995, the outstanding balance of bonds which the State is contingently obligated to pay was
$1,076.7 million. The outstanding balance of the refunded bonds was $30.8 million.

Southwestern Illinois Development Authority (SWIDA) -

SWIDA has issued $84.5 million of revenue bonds, the proceeds of which were loaned to several
companies for the acquisition of land and construction of various types of facilities. These companies are
primarily liable for repayment of the bonds, which are secured by SWIDA loan agreements with the
companies. These bonds bear interest rates ranging from 5.2% to 8.5% and mature annually through 2020.
The State has accepted a moral obligation to repay the bonds in the event SWIDA and the companies are
unable to meet the bonds' repayment commitments.
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During 1994, Wood River Township Hospital deposited $9.1 million of cash into an irrevocable trust with
an escrow agent to provide for the advance refunding of $8.2 million of bonds maturing through 2003.
As a result, the refunded bonds are considered defeased and the State no longer has a moral obligation
to repay the bonds. As of June 30, 1995, the outstanding balance of bonds which the State is morally
obligated to repay was $66.2 million. The outstanding balance of the refunded bonds was $8.2 million.

The SWIDA has also issued $76.7 million of revenue bonds, the proceeds of which were loaned to Shell
Oil Company, Monsanto Company, Robinson Steel Company, Inc., and Anderson Hospital. These bonds
are special, limited obligations of the SWIDA and can only be repaid from payments by Shell Oil
Company, Monsanto Company, Robinson Steel Company, Inc., and Anderson Hospital. Unlike the bonds
in the preceding paragraph, the State has not accepted a moral obligation to repay the bonds in the event
the SWIDA and the companies are unable to meet the bonds' repayment commitments. At June 30, 1995,
the outstanding balance was $74.7 million.

Subsequent to June 30, 1995, the SWIDA issued $19.5 million of revenue bonds, the proceeds of which
were loaned to Shell Oil Company. These bonds are special, limited obligations of the SWIDA and can
only be repaid from payments made by Shell Oil Company. The State has not accepted a moral obligation
to repay these bonds in the event SWIDA and Shell Oil Company is unable to meet the bonds' repayment
commitments.

Quad Cities Regional Economic Development Authority (Authority) -

The Authority has issued $27.2 million of revenue bonds, the proceeds of which were loaned to HDC, Inc.
and to Thoms-Proestler Company to provide permanent financing for the acquisition and construction of
various types of facilities. These companies are primarily liable for repayment of the bonds, which are
secured by (i) mortgages and security agreements from HDC, Inc. and Thoms-Proestler Company to the
Authority, (ii) a leasehold mortgage and security agreement from HDC, Inc. to the Authority, (iii} an
assignment of leases, rents and revenues from HDC, Inc. to the Authority, and (iv) a guaranty by HDC,
Inc. to the trustee. The bonds mature semiannually through 2017 and bear interest rates of 8.7% and
9.75% until February 1, 2004, at which time the 9.75% will be reset to 10.25% plus a supplemental coupon
rate, if required, whose combined rate is not to exceed the limits of Illinois law. The State has accepted
a moral obligation to repay the bonds in the event the Authority and companies are unable to meet the
bonds’ repayment commitments. At June 30, 1995, the outstanding balance was $26.5 million.

Upper Illinois River Valley Development Authority (UIRVDA) -

The UIRVDA has issued $4 million of revenue bonds, the proceeds of which were loaned to Waste
Recovery - Illinois (the Company) to finance the acquisition, construction, equipment and installation of
a tire recycling and tire-derived fuel processing facility. The Company is primarily liable for repayment
of the bonds, which are secured by an assignment and a pledge of revenues derived from a separate loan
agreement between the UIRVDA and the Company. In addition, the bonds will be secured by (i) moneys
held by the trustee under a debt service reserve fund established under the indenture, (ii) guaranty
agreement from Waste Recovery, Inc., a Texas corporation and a general partner of the Company, to the
trustee, and (iii) a separate mortgage and security agreement from the Company to the trustee granting
a mortgage lien on and security interest in the project. These bonds mature annually from 1996 through
2004 and bear an interest rate of 6.5%. The State has accepted a moral obligation to repay the bonds in
the event the UIRVDA and the Company are unable to meet the bonds' repayment commitments. At June
30, 1995, the outstanding balance was $4 million.
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Defeased Revenue Bonds -

During the year, the Commission issued a total of $49.7 million of new bonds to current refund a like
amount of outstanding bonds having interest rates ranging from 6.6% to 8.2%. The refunding bonds
were a combination of fixed rate bonds, with interest rates ranging from 5.45% to 6.5%, and variable rate
bonds. Although the variable rate bonds have maximum and minimum rate limits, the Commission
estimates that the rate will average 5.1% over the life of the bonds.

The current refunding resulted in a difference between the reacquisition price and the net carrying amount
of the old debt of $.5 million. This difference, reported in the accompanying financial statements as a
deduction from bonds payable, is being amortized on a straight line basis over the remaining life of the
old debt as a component of interest expense. As a result of the current refunding, the Comunission
estimates an increase in its debt service payments of some $20 million over the life of the new debt and
an economic gain or present value gain of $.4 million. This debt service could range from $15.7 million
to $48.6 million, depending on interest rate fluctuations applicable to the variable rate debt; likewise, the
economic gain could range from $.9 million to an economic loss of $2.8 million.

In addition, the IHDA issued $57.6 million of new bonds with interest rates ranging from 4.75% to 7.6%
to current refund a like amount of outstanding bonds with interest rates ranging from 5% to 11.25%. The
current refunding resulted in a difference between the reacquisition price and the net carrying amount
of the old debt of $4 million which will be reported as a deduction from bonds payable and is being
amortized over the life of the new debt, using the effective interest method, as a component of interest
expense. The issuance of the refunding bonds at lower interest rates will cause aggregate debt service
payments to be decreased by $23.8 million and will result in an economic gain or present value gain of
$11.9 million.

On May 1, 1984, the Illinois Building Authority (IBA) effected net defeasance for all bond series which
were gross defeased in prior years, and the bond series issue of February 1972 by depositing cash in an
irrevocable trust to provide for all future debt payments on the defeased bonds. Accordingly, the trust
account assets and the liability for defeased bonds are not included in the financial statements. On June
30, 1995, $4.8 million of bonds outstanding are considered defeased.

In addition to the IBA, the State Toll Highway Authority, the Illinois Housing Development Authority,
and State universities consisting of Chicago State University, Eastern Illinois University, Western Illinois
University, Northern Illinois University, Illinois State University, Southern Illinois University, and the
University of Illinois had previously defeased outstanding bonds by placing the proceeds of new bonds
in an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly, the
trust account assets and liability for the defeased bonds are not included in the financial statements. On
June 30, 1995, $909.1 million of bonds outstanding are considered defeased. These bonds have interest
rates ranging from .05% to 10.8% with principal maturing untii 2021.
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Conduit Debt (not included in financial statements) -

The State of Ilinois by action of the General Assembly created various authorities for the express purpose
of providing private entities with an available low cost source of capital financing for construction of
facilities deemed to be in the public interest. Fees are assessed to recover related processing and
application costs incurred. Bonds issued by the authorities represent limited obligations payable solely
from payments made by the borrowing entities. The majority of the bonds are secured by the property
financed. Upon repayment of a bond, ownership of acquired property transfers to the entity served by
the bond issuance. The State has no obligation for this debt. Accordingly, these bonds are not reflected
in the accompanying financial statements.

At June 30, 1995, recorded amounts of revenue bonds, net of defeased bonds, and notes outstanding
(amounts expressed in thousands) as reported by authority officials were as follows:

Amount Interast Annual
Authority Qutstanding Rates Maturity To

Illinois Health Facilities

AULhOrity. i iiranrsconnnnnns $ 5,971,284 Variable 2030

Illinois Development Finance

Authority:
Environmental Facilities...... $1,655,260 Variable 2028
Industrial Development........ 1,055,643 Variable 2030
501 (c) 3 Not For Profit...... 720,590 Variable 2031
Infrastructure................ 485,112 3.2% to 9.75% 2021
Financially Distressed City... 21,435 4.8% to 7.5% 2013
Insured Industrial Revenue.... 11,200 Variable 2015
Taxable Industrial............ 10,000 6% 1598
(o] of ¢ 1-5 <R R 4,097 Variable 2002

3,963,337

Illinois Educational Facilities

F NP0 oA Yo 5 1 o 1,337,416 Variable 2028

Illinois Housing Development

AULhOXIEY . i h vt cemcr it 217,210 3.8% to 25% 2034

Southwestern Illinois Development

AULhOXitY . v nvnenrrennecnnnnnan 74,705 6.0% to 15% 2022

Illinois Farm Development )

AULhOritY . it iirrrernansnececnns 62,914 4.5% to 11.5% 2038

§11!626!866 .

14. OTHER LONG-TERM OBLIGATIONS:

Other long-term obligations reported in the General Long-Term Obligations Account Group and disclosed
below are as follows (in millions):

Description Reference Amount
Metropolitan Pier and Exposition
Authority (McCormick Place) liability... {a) $ 354.9
Compensated absences. .. ...c.vvveeronsnnrnnn (B) 443.6
Regional Transportation Authority
B IR0 o3 1t 5 Y (c) 498.2
Workers' compensation liability........... (D) 57.1
Capital lease cobligations................. (E) 50.2
Illinois Sports Facilities Authority
liability . e e rerorraraamaaenaannaneaneann (F) 35.3
Installment purchase obligations.......... (G) 14.7
Certificates of Participation............. (H) 19.3
Other Obligations.......eiviivuraneennrnns (I) 1.9
Total Other Long-Term Obligations £1,475.2
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(A) Metropolitan Pier and Exposition Authority Liability (McCormick Place) -

In July 1984, and November 1985, the State amended the "Metropolitan Fair and Exposition Authority Act"
(Act) to authorize the issuance of $265 and $47.5 million, respectively, for a total authorization of $312.5
million, in additional bonds. Bond proceeds were used (1) to pay construction costs of completing the
McCormick Place expansiown. (2) to pay the construction costs of projects authorized by the Illinois General
Assembly in the future, and (3) to refund any outstanding bonds of the McCormick Place that were issued
prior to July 1, 1984. The Act was further amended in July and August 1986 to authorize the issuance of
refunding bonds either on a parity with or subordinated to the 1984 and 1985 bonds. In addition, in July
1989 the Act was amended to change the name to Metropolitan Pier and Exposition Authority and to
expand its purposes to provide for the acquisition and improvement of the Navy Pier in Chicago.

The Illinois General Assembly also amended certain tax laws in July 1984 and November 1985 to provide
for 1.75% of total State sales tax revenues, 3% of 94% of total hotel room rental receipts, and $1.7 million
per year out of 7% of State racing tax revenues to be deposited into the Build Illinois Fund, which
replaced the Tourism Fund, as collected. The legislation provides for credits to separate accounts within
the Build Illinois Fund of which the "McCormick Place Account" is one and has first priority credit of the
amounts collected.

In August 1984, the McCormick Place issued $252.5 million of bonds at interest rates ranging from 7% to
10.375% and maturing annually through 2014. Additionally, in December 1985, the McCormick Place
issued $60.1 million in bonds at interest rates varying from 6% to 8.875% and maturing annually through
2015.

During 1986, the McCormick Place issued 1986 and 1986A Series refunding bonds. The 1986 Series bonds,
issued in the amount of $324.2 million with interest rates ranging from 4.9% to 8% and maturing annually
through 2014, were used to defease the remaining 1984 Series bonds. The 1986A Series bonds, issued in
the amount of $62.6 million, were used to defease certain callable maturities of 1985 Series bonds. The
1986A Series bonds have interest rates ranging from 3.75% to 7% and mature annually through 2015. In
addition, in March 1992, the McCormick Place issued 1992 Series refunding bonds in the amount of $182.1
million at interest rates ranging from 4% to 6.75% and maturing annually through 2010. The 1992 Series
bonds were used to defease certain callable maturities of 1985 Series bonds and 1986 Series bonds. The
proceeds of the 1986, 1986A, and 1992 Series bonds were placed in an irrevocable trust to provide for all
future debt service payments on the old bonds. Accordingly, the trust account assets and the liability for
the defeased bonds are not included in the financial statements. On June 30, 1995, $164.5 million of 1984
and 1986 Series bonds outstanding are considered defeased.

The outstanding balance of the remaining 1985 Series bonds, the remaining 1986 Series refunding bonds,

the 1986A Series refunding bonds, the 1991 Series bonds and the 1992 Series refunding bonds was $354.9
million and is included as "Other obligations" in the General Long-Term Obligations Account Group.
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Future McCormick Place debt service requirements (amounts expressed in thousands) at June 30, 1995
were as follows:

Year Ending
June 30 Principal Interast Total
1996 $ 9,765 $ 22,624 $ 32,389
1997 10,440 21,934 32,374
1998 11,150 21,207 32,357
1999 11,970 20,416 32,386
2000 12,805 19,553 32,358
Thereafter 298,825 160,196 459,021

§ 354,955 § 265,930 $ 620,885

Subsequent to June 30, 1995, the McCormick Place issued $54.1 million of 1995 Series bonds to refund a
portion of 1986 and 1986A Series bonds. The 1995 Series bonds mature annually from 1996 through 2011
with interest rates ranging from 4.3% to 6.25%.

(B) Compensated Absences -

Most employees earn annual leave ranging from 1 to 2 days per month with maximum accumulation
ranging from 20 to 50 days. At June 30, 1995, the liability for accrued annual leave was approximately
$223.1 million, including salary related costs of $13.5 million, for the governmental funds. Until January
1, 1984, sick leave, which generally is earned one day per month with unlimited accumulation, was paid
only when an employee was absent due to illness or other acceptable circumstances as outlined by
personnel regulations. Effective January 1, 1984, upon death, retirement, resignation or termination from
State employment, employees are able to receive payment for one-half of accumulated sick leave earned
subsequent to January 1, 1984, or full service credit for such accumulated sick leave under the State
Employees Article of the State Pension Code. At June 30, 1995, the liability for sick leave earned
subsequent to January 1, 1984 was $220.5 million, including $13 million of salary related costs. Thus, the
State's liability for compensated absences reported in the General Long-Term Obligations Account Group
amounted to $443.6 millior: at June 30, 1995. As explained in Note 1-O, this amount does not include
compensated absences liabilities for proprietary funds and component units.

(C) Regional Transportation Authority (Authority) Liability -

The Authority is authorized by the Regional Transportation Authority Act to issue bonds in the principal
amount of $100 million on or after January 1, 1990 and increasing $100 million per year until January 1,
1994, for a total authorization of $500 million to be used for Strategic Capital Improvement Projects (SCIP).
These projects are to be used to acquire, repair or replace public transportation facilities in the metropolitan
region as approved by the Governor. Since June 1992, the Authority has issued $500 million of bonds
with interest rates ranging from 3.75% to 9% and maturing annually through 2025.

The bonds are general obligations of the Authority to which the full faith and credit of the Authority is
pledged. However, for State fiscal years in which the SCIP bonds are outstanding, the State's assistance
shall be transferred monthly from the General Revenue Fund to the Public Transportation Fund for
payment in an amount equal to the lesser of monthly debt service on the SCIP bonds, or one-twelfth of
the amount of the State's assistance as provided in the authorization. The authorization provides for $30
million for 1995, $40 million for 1996, $50 million for 1997, and $55 million for each year thereafter.
Although the amount of the State's assistance is measured by the debt service on the SCIP bonds, the
assistance is not pledged for payment of or security for the SCIP bonds. The State'’s assistance is paid
directly to the Authority and may be spent by the Authority at its discretion. As of June 30, 1995, the
outstanding balance included in the General Long-Term Obligations Account Group is $498.2 million.
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Future Regional Transportation Authority debt service requirements (amounts expressed in thousands) at
June 30, 1995 were as follows:

Year Ending

June 30 Principal Interest Total
1996 3 2,620 $ 32,263 $ 34,883
1997 4,325 32,147 36,472
1998 7,490 31,543 39,433
1999 7,875 31,562 39,437
2000 8,310 31,145 39,455

Thereafter 467,595 456,103 923,698
$ 498,215 $ 615,163 $1!113!378

(D) Workers' Compensation Liability -

The workers' compensation liability has been determined using claims outstanding and a projection of
claims to be submitted, based upon prior years' experience of the State. Claims that will be liquidated
with expendable available financial resources have been recorded as a liability in the General Fund and
the Road Fund (a Special Revenue Fund), in the amounts of $40.7 and $17.6 million, respectively. The
remaining portion of the liability, $57.1 million as of June 30, 1995, is included in the General Long-Term
Obligations Account Group. Of this liability, $47.8 and $9.3 million are expected to be paid from future
resources of the General Fund and the Road Fund, respectively. In addition, a $9 million worker's
compensation liability has been included in the University and College fund type included in component
units.

(E) Lease Commitments -

The State leases land, office facilities, office and computer equipment and other assets. Although lease
terms vary, certain leases are renewable subject to appropriation by the General Assembly. If renewal is
reasonably assured, leases 1= juiring appropriation by the General Assembly are considered noncancelable
leases for financial reporting purposes.

At June 30, 1995, assets capitalized under capitalized leases included in property, plant and equipment
(amounts expressed in thousands) were as follows:

Primary Government

General
Fixed Proprietary Component
Assets Fund Types Unitg
Land and land improvements.......... $ 2,700 $ 1,397
Buildings and building improvements. 25,280 $ 1,808 3,580
121 (BB B 221113 o | oA RO 16,134 1,768 25,577
44,114 3,576 30,554
Less: Accumulated
depreciation.......coivnvrivinrnvan 320 1,223
g 44!114 g 3!256 g 29!331
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Future minimum commitments for noncancelable leases (amounts expressed in thousands) as of June 30,
1995 were as follows:

Primary Government
Capitalized Leases

Genaral
Year Ending Operating Long-Term Proprietary
June 30 Leagas Obligationa Fund Types Total
1996 $ 89,498 $ 8,594 $ 734 $ 98,826
1997 67,246 8,154 665 76,065
1998 44,535 7,320 629 52,484
1999 23,492 5,951 267 29,710
2000 8,512 4,395 210 13,117
Thereafter 14,406 42 504 1,094 58,004
Total minimum
lease payments. $ 247,689 76,918 3,599 $ 328,206
Less amounts representing
interest 26,718 792

Present value of net

minimum lease payments. $ 50,200 ) 2,807

Component Units
Capitalized Leases

University
Year Ending Operating and College Proprietary
June 30 Leases Fund Type Fund Typeos Total
1996 $ 1,793 $ 6,252 $ 604 $ 8,649
1997 1,346 4,945 569 6,860
1998 1,326 2,643 218 4,187
1999 1,332 1,500 - 2,832
2000 1,218 1,031 -- 2,249
Thereafter 6,370 4,153 -= 10,523
Total minimum
lease payments. g 13!385 20,524 1,391 ] 35,300
Less amounts representing
interest 2,621 531

Present value of net

minimum lease payments. $ 17,903 $ 860

Rental payments (amounts expressed in thousands) for operating leases charged to operations during the
year ended June 30, 1995 aggregated $251,256 for the primary government and $9,668 for component units.

(F) Illinois Sports Facilities Authority (Authority) Liability -
The Authority is authorized by the Illinois Sports Facilities Authority Act to issue bonds in the principal
amount of $150 million to be used for providing sports stadiums for professional sports teams. On March

1, 1989, $150 million of bonds were issued with interest rates ranging from 6.8% to 7.875% and maturing
annually through 2010. '
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The bonds are secured by payments from the Hlinois Sports Facilities Fund which consist of annual
payments of $5 million from the State's Hotel Operator's Occupation Tax, $8 million from the Authority's
Hotel Tax and $5 million from the City of Chicago's share of the Local Government Distributive Fund.
The State's maximum liability is limited to $13 million annually, but the State anticipates that $8 million,
derived from the Authority’s Hotel Tax, will reduce this liability to $5 million annually. In fiscal year
1995, receipts from the Authority's Hotel Tax totaled $14.8 million. As of June 30, 1995, the State's share
of the outstanding principal balance was $35.3 million.

The State (and Non-5State) share of future Illinois Sports Facilities Authority debt service requirements
(amounts expressed in thousands) at June 30, 1995 were as follows:

Year Ending State Share Non-State Share Total
June 30 Principal Interest Principal Interest Principal Interest
1996 $ 1,344 3 2,725 § 3,496 $ 7.084 $ 4,840 § 9,809
1997 1,443 2,626 3,752 6,829 5,195 9,455
1998 ; 1,549 2,520 4,026 6,554 5,575 9,074
1999 1,663 2,406 4,322 6,25% 5,985 8,661
2000 1,787 2,282 4,648 5,933 6,435 8,215
Thereafter 27,489 13,198 71,471 34,314 98,960 47,512
$ 35,275 § 25,757 $ 91,715 $ 66,969 $ 126,990 $ 92,726

(G) Installment Purchase Obligations -

The State has acquired certain land, office facilities, office and computer equipment, and other assets
through installment purchase arrangements. Future commitments under installment purchase contracts
(amounts expressed in thousands) as of June 30, 1995 were as follows:

Installment Purchase Obligations

Primary Government

Component Units

General " University

Long-Term Proprietary and Collage

Year Ending Obligations Fund Types Fund Types

June 30 Principal Interest Principal Interest _Total Principal Interest Total

1996 $ 7,873 § 464 $ 15,967 $ 1,139 $ 25,443 § 1,772 $ 1,084 § 2,856
1997 4,325 302 7,223 368 12,218 3,084 1,023 4,107
1998 1,550 131 1,652 51 3,384 2,019 827 2,846
1999 722 70 238 13 1,043 2,013 695 2,708
2000 296 29 93 2 420 2,053 563 2,616
Thereafter —= -= —= —- -= 8,793 4,167 12,960

Total future

commitments... § 14,766 § 996 $ 25,173

$§ 1,573 $ 42,508 §$ 19,734

8,359 28,093
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(H) Certificates of Participation -

The State is authorized to issue certificates of participation representing the right to receive a proportionate
share in lease-purchase or installment purchase payments to be made for the benefit of State agencies for
the acquisition or improvement of real or personal property, refinancing of such property, payment of
expenses of such property, or payment of expenses related to the issuance. During fiscal year 1995, the
State acting by and through the Department of Central Management Services issued $19.3 million of these
certificates to finance the purchase of certain energy conservation measures pursuant to energy services
agreements with certain encigy services companies for use by various agencies and universities, at interest
rates ranging from 4.6% to 6.4% and maturing annually through 2006. The outstanding balance of the
certificates as of June 30, 1995 included in the General Long-Term Obligations Account Group was $19.3
million.

Subsequent to June 30, 1995, the State issued certificates of participation, Series 1995A in the principal
amount of $29.4 million which mature annually from 1997 to 2017 with interest rates ranging from 4.15%
to 5.8%. These certificates were issued to provide for the construction and lease purchase of certain
correctional facilites to be operated by the Department of Corrections at various sites within the State.

The University of Illinois has issued certificates of participation representing the right to receive a
proportionate share of lease-purchase or installment payments. On August 1, 1990, the University of
Hlinois issued $3.3 million of the certificates with an interest rate of 7.25% and maturing in 2000 to finance
the construction of a facility to house academic units in Area Studies and International Programs. Also,
on January 1, 1991, $16.8 million of the certificates were issued at interest rates ranging from 5.9% to 6.4%
and maturing annually through 1998 to finance the acquisition and installation of and the construction
of a building for an electrical and high temperature hot water cogeneration system. In addition, on
January 1, 1992, $31.9 million of the certificates were issued at interest rates ranging from 4% to 4.6% and
maturing semi-annually through 1995. These certificates were used to advance refund certificates issued
in 1985 which have been called and are no longer a liability in the trustee accounts. On April 1, 1995,
$29.9 million of the certificates were issued at interest rates ranging from 4.1% to 5.4% and maturing semi-
annually through 2005 to finance the purchase of a firm supply of natural gas from MidCon Gas Services
Corporation.

The outstanding balance of the remaining certificates as of June 30, 1995 was $52.3 million and is included
as "Other obligations” in the component units.

Future certificates of participation debt service requirements (amounts expressed in thousands) at June
30, 1995 were as follows: :

Certificates of Participation

General
Long=-Term Component
Year Ending Obligations Onit
June 30 Principal Interest Principal Interest Total
1996 $ -- $ 1,129 $ 13,570 $ 2,476 $ 17,175
1997 365 1,099 4,795 2,020 8,279
1998 1,295 1,058 5,070 1,747 9,170
1999 1,380 988 7,145 1,395 10,908
2000 1,460 912 2,955 1,108 6,436
Thereafter 14,765 3,543 18,775 3,101 40,184

$ 19,265 [ 8,729 $§ 52,310 $ 11,848 § 92,152

\



STATE OF ILLINOIS
(I) Other Obligations -

The State's self insurance auto liability has been determined using an estimate of claims outstanding.
Claims for the auto liability that will be liquidated with expendable available financial resources have been
recorded as a liability in the General Fund in the amount of $3 million. The remaining portion of the
liability, $1.6 million as of June 30, 1995, is expected to be paid from future resources of the General Fund.

In addition, the Tax Reform Act of 1986 requires issuers of state and local government bonds to rebate
to the federal government arbitrage profits earned on those bonds under certain circumstances. In
accordance with this requirement, an arbitrage rebate liability, in the amount of $.3 million, has been
calculated as of June 30, 1995. The payment date for this liability is scheduled for February 1996, and
therefore, will not be liquidated with expendable available financial resources but recorded in the General
Long-Term Obligations Account Group.

The arbitrage rebate liability of $.3 million relates to Build Illinois bonds and is due to be paid by the
trustee, no later than February 1996, from the General Reserve Fund of the Build Illinois Bond Retirement
and Interest Fund.

The total of Other Obligations recorded in the General Long-Term Obligations Account Group as of June
30, 1995 was $1.9 million.

(J) Metropolitan Exposition Auditorium and Office Building Authorities -

The General Assembly, through adoption of the "Metropolitan Civic Center Support Act" (Support Act),
created the Metropolitan Exposition Auditorium and Office Building Fund (Fund) into which 33.5% of all
monies received by the State as horse racing taxes are deposited. At June 30, 1995, the balance of the
Fund was $17.6 million. The purpose of the Fund is to secure and retire a proportionate share of locally
issued revenue bonds, the proceeds of which were used to construct local civic and exposition centers.
The Support Act was amended in September 1985 to provide State financial support by issuing direct,
limited obligation revenue bonds for the advanced refunding of any civic center bond issued before July
1, 1985 and for newly certified applicants after July 1, 1985. It was further amended to increase the
limitation of the aggregate amount of principal issued and outstanding in State and local bonds subject
to State financial support for all Authorities from $75 million to $200 million. In addition, further
restrictions exist as to the amount to be committed on behalf of any single taxing authority.

On December 15, 1985, the State defeased previous State supported guarantees by placing the proceeds
of new bonds in an irrevocable trust to provide for all future debt service payments on the State
supported guarantees. Accordingly, the trust account assets and the liability for the guarantees are not
included in the State's financial statements. The bonds used to defease the State supported guarantees are
further discussed in Note 12, Special Obligation Bonds.
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At June 30, 1995, the unpaid principal on State supported guarantees (amounts expressed in thousands)
were as follows:

Amount Interest Annual
Authority Defoased Rates Maturity To
Joliet $ 2,400 9.10% to 9.40% 2003
Rockford 2,295 7.00% 1997
DeKalb 2,125 10.85% 2003
Peoria 2,000 6.50% 1997
Springfield 1,983 6.60% 1996
Aurora 1,030 6.50% 1997
Decatur 1,010 4.75% to 6.50% 1997
Danville 690 5.00% to 5.80% 1987

$13,543

Beginning July 1, 1985, the following newly certified local governmental units have received grants
ranging from $.4 to $20 million through June 30, 1995:

Quad City Bureau County Aledo

Rosemont Orland Park Herrin

Quincy Knox County Benton

Peoria River Forest Rockford
Centre East Aurora Bowdre Township
Ogle County Pekin Mason County
Collinsville ‘LaSalle County




STATE OF ILLINOIS

15. CHANGES IN LONG-TERM OBLIGATIONS:

Changes in long-term obligations (amounts expressed in thousands) for the year ended June 30, 1995 are
summarized as follows: :

Proprietary and Other _General Long-Term Obligations Account Group
Accrued General Special Other

Notes Revenue Retirement Obligation Obligation Long-Taerm
Payable Bonds Costs Bonds Bonds Obligations

(Note 9) {Note 13) _(Note 10) _(Note 11) _(Note 12) {Note 14)
Balance at July 1,
1994. ... . i, $ 131,816 $4,060,859 $8,263,931 $4,936,259 $1,763,691 $ 1,381,999

Primary Government:
Compensated absences

earned.......v0vnaan 274,297
Increase in workers'

compensation .

liability.....cccunn 3,245
Debt issues........... 48,764 649,815* 135,000%* 81,265
Increase in lease and

installment purchase

obligations.......... 10,711
Compensated

absences taken....... (237,709}
Amortization of bond

discounts and bond

issuance costs....... 532
Amortization of

deferred amounts on

bond refundings...... 45

Increase in accreted

value of capital

appreciation bonds... 2,666 107,303 13,865

Principal retirements

and terminations..... (61,720) (401,584) (60,545) {30,500)
Excess of actuarially

determined retirement

costs computed in

accordance with APSB

Opinion No. B over

amounts recorded as

expenditures in

governmental

fund types. . vvvv v 1,181,721
Other................. (7,723)
Total Primary

Government...ccceunes -- {(5,713) 1,181,721 355,534 88,320 93,186

Component Units:
Debt Issues........... 160,047 515,955
Amortization of bond

discounts and bond

issuance costs....... 883
Amortization of

deferred amounts on

bond refundings...... 142
Increase in accreted

value of capital

appreciation bonds... 26,146
Principal retirements

and terminations..... (155,921) __ (465,772)
Total camponent units. 4,126 77,354 - - - -
Balance at

June 30, 1995........ $ 135,942 $4,128,500 $9,445,652 $5,291,793 $1,852,011 § 1,475,185

* The debt issues amount represents the gross issuance amounts and not the net
proceeds that are reported in the operating statements.
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16. FUND EQUITY:

STATE OF ILLINOIS

A. Fund equity reservations and designations not displayed separately on the combined balance sheet
(amounts expressed in thousands) at June 30, 1995 consisted of the following:

FUND EQUITY:
Retained earnings:
Reserved for:

Revenue bond and

note retirement...........

High risk insurance

program and other.........
Total reserved
retained earnings

Fund balances:
Reserved for other:
Long=-term portion of:
Federal highway program
receivable... ..........
Intergovernmental
receivables.......ovvus

Loans and notes
receivable..............
Inventories..........c.vn..
Restricted fund balances...
Endowment and similar
funds....... ... ... ...

Total fund balances
reserved for other

Unreserved:
Designated for:
Debt service...............

Total unreserved,
designated fund
balances

Fund Types
Special Debt Capital
General Revenue Service Projects Enterprise
$ 60,662
25,891
86,553
$ 331,521
$ 387 334,864
13 1,802
48,447 74,377 [ 25,500
25,289 38,128
814 5,855 S 15,912
§ 74!950 § 786!547 § 25!500 § 15!912
s 418,698
§ 418,698
68 .
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Fund Types Total
(Memorandum
Only)
Expendable Primary Component
Trust Government Units
FUND EQUITY:
Retained earnings:
Reserved for:
Revenue bond and
note retirement.......... $ 60,662 $191,670
High risk insurance
program and other........ 25,891 50,634
Total reserved
retained earnings s 86,553 §242!304
Fund balances:
Reserved for other:
Long-term portion of:
Federal highway program
receivable............. $ 331,521
Intergovernmental
receivables............ 335,251 $ 7,286
Other receivables....... 1,815
Loans and notes
receivable............. 148,324 16,354
Inventories............... 63,417
Restricted fund balances.. 430,545
Endowment and similar
funds.......coiiiiiiiaa., $ 1 1 419,327
Other......... . .. iy, 244 22,825 28,660
Total fund balances
reserved for other § 245 g 903,154 §902!172
Unreserved:
Designated for:
Debt service.............. $ 418,698
Other.....iiiviieierannna. $ 9,087
Total unreserved,
designated fund
balances $§ 418,698 § 9!087

As disclosed in note 1-R, the above fund equity reservations are not available to finance current operations
of State government at the balance sheet date or are legally restricted to a specific future use. In
governmental funds, the reserves represent portions of asset accounts that are noncurrent. Specifically,
the $331,521 Federal highway program receivable is due from the Federal government and will be received
upon the Federal government increasing their grant amount to equal or exceed their apportionment
authorization.
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B. During the year, contributed capital decreased pursuant to the following schedule (amounts expressed
in thousands).

Contributed Contributed
Capital Fixed Assets Capital

7/1/94 Additions Deletions 6/30/95

Primary Government -

Internal Service:
Central Management Services
Statistical Services
Revolving Fund............. $ 9,157 $ 1,000 3 8,157
Department of Correction
Working Capital

Revolyving Fund............. 7,836 $ 545 8,381
Other......cuiiiiieinennnnnn 3,908 : 1,750 2,158
Total Internal Service...... 20,901 545 2,750 18,696

Total (Memorandum Only)
Primary Govermment.......... 20,901 545 2,750 18,696

Component Unit -

Development Finance Authority 18,508 18,508
Farm Development Authority... 12,232 12,232
Other. ......icuitieronennnnnn 2,790 2,790
Total Component Unit......... 33,530 33,530
Total (Memorandum Only)
Reporting Entit¥....cccc.... § 54,431 3 545 S 2,750 $ 52,226
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STATE OF ILLINOIS
17. FUND DEFICITS AND RETAINED EARNINGS DEFICIT:
Primary Government:

The State's General Fund, from which a significant portion of day to day operating expenditures are paid,
has a GAAP deficit aggregating $1.2 billion at June 30, 1995, although the cash basis fund balance at that
date was $331 million. This deficit results from recognition of fund liabilities significantly in excess of
accrued revenues.

The Capital Development Fund (reported as a capital projects fund) has a deficit at June 30, 1995
aggregating $59.6 million. The deficit is the result of liabilities recorded at June 30, 1995 for projects paid
for from a $145 million bond sale in July 1995.

The Drivers Education Fund of the State Board of Education (reported as a special revenue fund) has a
deficit at June 30, 1995, aggregating $14.7 million, resulting from reimbursement to school districts for
drivers education program costs incurred in the current year but not paid until the subsequent year.

The Transportation Bond Series B Fund (reported as a capital projects fund) has a deficit of $6.9 million
at June 30, 1995. The cause of the deficit is liabilities for various programs that were financed by a $62.2
million bond sale in July 1995.

The Rate Adjustment Fund of the Illinois Industrial Commission (reported as a special revenue fund) has
a deficit of $2.3 million at June 30, 1995, due to insufficient assessments to pay for the increase in
workmen's compensation claims.

The Agricultural Premium Fund (reported as a special revenue fund) has a deficit at June 30, 1995,

aggregating $1.4 million, resulting from receipts generated from the Illinois State Fair being deposited into
the new State Fair Fund.

The above Governmental Funds' deficits will be eliminated by future revenue increases and/or expenditure
reductions in the following year(s).
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18. CONDENSED FINANCIAL STATEMENTS-DISCRETELY PRESENTED COMPONENT UNITS:

Condensed financial statements (amounts expressed in thousands) for the State's discretely presented
component units for the fiscal year ended June 30, 1995 are as follows:

CONDENSED BALANCE SHEETS - DISCRETELY PRESENTED COMPONENT UNITS:

Goverrmmental Proprietary
Comprehensive
Health Farm Health Davelopment Housing
Insurance Davelopment Facilities Finance Development
Other Board Authority Authority Authority Authority
Assgets:
Due from other funds......... s 2 $ 3,323 § 14,129
Due from primary government.. $ 63 2 293
Other current assetsS......... 31,154 $ 61,421 11,974 S 7,861 25,367 270,062
Property, plant, & equipment. 5,297 162 30 48 206 1,012
Other assets..... v iieimenenas 71 7 7,199 1,934,321
Total BEBSOLS. ccccccccrccnnne $ 36,585 $ 61,583 $ 12,006 g 7!916 § 36!097 g 2!219!817
Liabilities: '
Due to other funds........... S 520 $ 2 $ 3,322 % 13,610
Due to primary government.... 2 4 2 14
Other current liabilities.... 1,582 12,861 44 S 871 3,043 205,900
Bonds payable................ 1,858,577
Other long-term liabilities.. _ 3
Total liabilities........... § 2,104 $ 12,865 $ 48 $ 871 S 6,365 $£ 2,078,104
Equity:
Contributed capital.......... $ 12,232 $ 18,508
Investment in fixed assets... $ 5,297
Retained earnings............ $ 48,718 (274) $ 7,045 11,224 § 141,713
Fund balance..........venesns 29,184 _
Total oqUitY..ccccccscssncas 34,481 48,718 11,958 7,045 29,732 141,713
Total liabilities & equity.. g 3(_,_é5_£ g [ 1!583 g 12! ] __E [] 7. J;_G= F 36,097 g 2!219!817

CONDENSED STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN FUND EQUITY-DISCRETELY

PRESENTED COMPONENT UNITS:

Propristary
Comprehensive
Health Farm Health Davelopment Bousing
Insurance Development Facilities Finance Deavelopment
Board Authority Authority Authority Authority
Operating ReVeNUES. ...u.titeientassancns $ 19,116 § 556 s 1,842 % 3,169 $ 162,643
Operating Expenses:
Depreciation. ... cveiieenniniennnerannnan 67 9 34 46 404
Other. . ...ttt ittt ittt e titm et e caannn 30,664 621 1,167 3,222 149,968
Operating income (losSs).....vvevennnnnnn (11,615} (74) 641 (99} 12,271
Other nonoperating
revenue (EXpPensSe)......veveieerseononnns 3,132 82 342 428
Transfers in (out).........ciociiennonn. 2,048
Transfers from (to)
pPrimary govermment....... ...t eeriennnan 17,324 (1) 4,531
Net income for the year.......oviiivuunns 8,841 7 983 329 18,850
BEquity-beginning, as restated............ 39,877 (281) 6,062 10,885 122,863
Contributed capital........ccvvrevrnnnnnns 12,232 18,508
Bguity~ending..cccccescscsecccasscccnnnaca $ 48,718 $ 11!953 [ 7,0%2 $ 29,732 i 141!113
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Proprietary (continued) University and College
State
Rural Toll Board Board Southern TUniversity
Bond Highway of of Illinois of
Bank Authority Oother Governors Regents University Illinois Other Total
S 2,575 $ 2,388 $ 5,125 § 9,352 $ 36,894
$ 3,973 4,952 5,515 9,032 150,35%9 § 41 174,230
$ 45,029 415,369 $ 1,290 99,829 121,934 166,500 923,050 1,866 2,182,706
37 1,698,785 587 604,034 830,350 724,640 2,653,911 12,148 6,531,247
8,092 130,504 1,931 29,298 12,788 5,822 13,790 2,143,823
$ 53,158 $2,248,631 §$ 3,808 § 740,688 $972,975 $ 911,119 $3,750,462 $£14,055 §11!068!900
} $ 2,496 & 3,048 $ 5,134 § 8,762 $ 36,894
$ 14 $ 26 804 429 1,478 38,327 § 125 41,225
1,363 73,741 $ 2,108 80,123 73,103 108,202 180,403 2,004 745,349
48,105 982,905 83,196 99,484 53,165 238,776 3,374,208
533 100 28,661 19,604 5,259 215,895 270,055
S 49,482 $1,057,205 $ 2,209 $ 205,280 $195,668 $ 173,238 $ 682,163 § 2;129 $ 4,467,731
$ 2,790 S 33,530
$ 501,278 $711,633 §$ 666,259 $2,376,192 $12,148 4,272,807
886 $1,191,426 $ 1,599 1,402,337
— _ 34,130 65,674 71,622 692,107 (222) 892,495
676 1,191,426 1,599 535,408 777,307 737,881 3,068,299 11,926 6,601,1¢
$ 53,158 $2,248,631 $ 3,808 $ 740,688 gg;g g !DllL!lLS i !750546“2 §14!055 $11,068, 5¢
Proprietary (continued)
State
Rural Toll
Bond Highway
Bank Authority Other Total
§ 3,068 $ 314,657 $ 853 $ 505,904
6 65,748 2 66,316
3,234 270,809 578 460,263
(172) (21,900) 273 (20,675)
86,609 16 90,609
2,048
280 22,134
108 64,709 289 94,116
778 1,126,717 1,310 1,308,221
2,790 33,530
$§ 3,676 $ 1,191,426 $ 1,599 § 1,435,867
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19. SEGMENT INFORMATION - ENTERPRISE FUNDS:

Selected financial information by enterprise fund segment (amounts expressed in thousands) is as follows:

Department Student
of Asgistance
Lottery Commigsion other
State
Lottery Total
(1) (2) (3)
Operating revenues............. $ 1,610,381 & 67,721 $ 120,211 $ 1,798,313
Depreciation...........c0vevenn 726 203 606 1,535
Operating income (loss)........ 585,439 7,601 6,089 599,129
Operating transfers-in......... 630 630
Operating transfers-out........ 584,231 434 1,821 586,486
Nonoperating revenues.......... 114 1,058 1,543 2,715
Nonoperating expenses. . ........ 3,490 258 3,748
Net income (lOSS) .«vrvivereeans 1,322 5,365 5,553 12,240
Property, plant and equipment:
AdditionS. . ivviiin i iiiniana 829 119 971 1,919
DeletionsS. i vver i reeeenrenn 403 386 789
Net working capital............ 20,363 (72,791) 11,720 (40,708)
Total @ssetsS. .. ... vinnnennss 145,905 921,999 46,360 1,114,264
Bonds and other long-term
liabilities payable from
operating revenues............ 551,585 551,585
Total equity...vivviiivinienen. 21,708 70,210 22,728 114,646

The above referenced organizations and activities generate enterprise fund revenues as follows:

(1) Dlinois State Lottery revenues and operations.

(2) Administration of State-authorized financial aid programs for post-secondary students in Illinois.
(3) Service and processing fees charged by the following departments, commissions, and board for their

operations:

Elected Officials and Departments

Central Management Services

Commissions

Attorney Registration & Disciplinary

Corrections Commission

Insurance Commissioner of Banks & Trust Companies
Mental Health & Developmental IL Industrial Commission

Disabilities

Veterans' Affairs
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STATE OF ILLINOIS
20. CONTINGENCIES:

The State offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. The plan, available to all State employees, permits them to defer a portion of their
salary until future years. The deferred compensation is not available to employees until termination,
retirement, death, or an unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, and al<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>