
While overall base revenues have increased
in the first three quarters of the fiscal year
led by continued strong growth in individual
income tax receipts, sales tax receipts have
shown only minimal if any growth.  An
increase in corporate income tax revenues is
attributed partially to the change in the allo-
cation of receipts to the Refund Fund that
also boosted individual income tax perform-
ance.  The aggregate 9.3% growth in indi-
vidual income tax receipts accounted for
almost all of the growth in base revenues.

Base spending through March was up 2.0%.
This growth was due to a 37.2% increase in
teacher retirement grants, and growth of
7.7% in operations spending that includes
increased retirement contributions.
Additionally, Medicaid spending appears to
have slowed dramatically in the third quar-
ter, particularly compared to the first quarter
of fiscal year 2008.

Nevertheless, at the end of March, the back-
log of unpaid bills in the Comptroller’s
Office stood at $1.416 billion and compares
unfavorably to last year’s third quarter
payables of $936 million.  This represents a
sharp decline over the course of fiscal year
2008 as the office began the year holding
virtually no bills, although historically the
state has maintained bill backlogs at this
same point over the previous seven years.
This figure does not include an estimated
$1.3 billion in bills at the Department of
Healthcare and Family Services. A few fac-
tors have had a positive impact on the cash
flow position in the third quarter.  Public Act

95-707 was implemented which reduced the
percent of income taxes allocated to the
Refund Fund prior to deposit to the General
Funds.  The Act also allowed the state to use
available funds in the Education Assistance
Fund to reduce the spending pressure on
GRF.  These two items had an approximate
total impact of $326 million reducing the
potential negative GRF balance.

Base Revenues

At the end of the third quarter of fiscal year
2008, base revenues increased $564 million
or 2.8% for a total of $20.757 billion.  State

sources of revenue were up $722 million or
4.4% while federal sources decreased $158
million (4.4%).  The growth in income taxes
continued, due in part to the decline in the
percent allocated to the Refund Fund (from
9.75% to 7.75% for individual income taxes
and from 17.5% to 15.5% for corporate
income taxes).  At the end of March, income
taxes had increased $659 million or 9.0%
with individual income taxes up $586 million
(9.3%) and corporate income taxes up $73
million (7.0%).  

Sales tax receipts growth has slowed as
receipts are up only $34 million or 0.6%.
A misallocation of receipts to local gov-
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ernments and a correction in March and
April of last year, as well as an earlier
Easter, had a positive impact on sales tax
growth in March this year.  This growth in
sales tax receipts this March offsets the
declines in sales tax revenues noted earlier
in the fiscal year.

Cash receipts from other sources increased
$133 million or 5.5% due primarily to an
unexpected growth in inheritance tax
receipts (up $93 million or 47.0% year-to-
date). Other major increases in revenue
include: corporate franchise tax ($19 mil-
lion), Cook County IGT ($15 million), and
public utility taxes ($6 million). However,
the Cook County transfer agreement was
reduced for the year and is expected to
generate $20 million less for the entire fis-
cal year.  

For the first three quarters of fiscal year
2008, transfers in decreased $104 million.
Most of this decrease was due to approxi-
mately $141 million in fund sweeps last
year and there were no fund sweeps legis-
lated for fiscal year 2008. Also, $25 million
in chargeback transfers occurred in the first
half last year and chargeback authority
ended at the close of fiscal year 2007. There
was $92 million transferred from the
Income Tax Refund Fund in the first part of
fiscal year 2007 compared to $70 million
this year. Transfers from the University of
Illinois Hospital Services Fund totaled $37
million through March last year and only
$14 million this year. Increases in gambling
sources partially offset these declines. State
Gaming Fund transfers were down $1 mil-
lion while Lottery Fund transfers were up
$30 million. In addition, $80 million was
transferred from the Hospital Provider Fund
as part of the hospital assessment program.
In fiscal year 2007, the state received this
amount from the program in April.

Base Expenditures 

Through March, base General Funds spend-
ing increased $420 million or 2.0%.  Awards

and grants spending was up $591 million
with operations up $395 million and trans-
fers out up $133 million. General Funds
appropriations are up $1.481 billion or 5.7%
over last year.  Through the first three quar-
ters of fiscal year 2008, 71.9% of General
Funds appropriations have been expended
compared to 75.5% last year.  

After the first quarter of fiscal year 2008,
Medicaid grant spending by the Department
of Healthcare and Family Services had
increased by $889 million or 48.9% over the
prior year with 37.6% of appropriations
expended.  However, the pace of Medicaid
grant spending slowed dramatically in the
second and third quarter and as a result,
spending for the year-to-date is down $105
million or 2.0%.  Appropriations for fiscal
year 2008 Medicaid grant spending of
$6.894 billion are up $345 million or 5.3%
over the prior year.  Through the first three
quarters of fiscal year 2008, 73.7% of
Medicaid appropriations were expended
compared to 79.9% in the first three quarters
of last fiscal year.

Other areas of spending which increased
include State Board of Education grants (up
$268 million or 6.0%), Human Services
grants (up $98 million or 4.3%), teacher
retirement grants (up $227 million or
37.2%), agency operations (up $304 million
or 7.7%), higher education operations (up
$91 million or 7.7%) and all other grants (up
$142 million or 14.0%).  Transfers out also
increased by $133 million or 6.4%.

The only other area of spending which
decreased from last year in the first three
quarters besides Healthcare and Family
Services grants was higher education grants
(down $39 million or 5.4%). 

What Lies Ahead

Unfortunately, the economy is slowing
nationwide. Following a very weak nation-
al jobs report in early March, a growing
number of  economists now believe that
the country is in recession, although the

actual numbers for GDP growth for this
quarter will not be released until late April.
However, the slowdown in job growth (or
losses in many areas), the housing market
problems, the credit crunch, consumer
confidence issues and the troubles in the
banking industry appear to be enough fac-
tors to point to a recession having begun in
early 2008.

Illinois appears so far to have escaped being
among the hardest hit (such as California
and Florida), as the real estate slowdown
here has not been as extreme as elsewhere.
However, Illinois (and in particular the
Chicago area) is not immune. Eventually, as
any economic slowdown persists, jobs and
employment numbers are also vulnerable. 

In Illinois, sales tax revenues are already
slowing.  As noted above, growth has been
a meager 0.6% through the first nine months
of the year.  Minimal growth is expected for
the remainder of the year.  Fortunately, indi-
vidual income tax revenues have come in at
a strong growth rate so far this fiscal year.
However, income tax collections tend to lag
economic performance, so this strong
growth is largely tied to economic perform-
ance last year.  

Job growth already appears to be slowing
with Illinois jobs in February 2008 slightly
below January 2008 numbers.  Final income
tax payments are due in mid-April – those
payments and June estimated payments will
help illuminate how much Illinois income
tax payments will be affected by the current
slowdown over the near future.    

As illustrated by the large backlog of bills at
the Office of the Comptroller and DHFS,
these revenue slowdowns have clearly had a
negative impact on the state’s fiscal health.
The state is likely to be holding several hun-
dred million more in bills at the end of this
fiscal year when compared to last year. Lack
of robust revenue growth will make the cre-
ation of next year’s budget even more diffi-
cult as program costs continue to increase at
all levels of state government.  �
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Exhibit 1
GENERAL FUNDS TRANSACTIONS

(Dollars in Millions)

March Change Nine Months Change
2007 2008 FY 2007 FY 2008 Amount Percent

AVAILABLE CASH BALANCE, BEGINNING $ 299 $ 327 $ 28 $ 590 $ 642 $ 52 8.8 %

Revenues:
  State Sources:
    Cash Receipts:
      Income Taxes:
        Individual $ 769 $ 757 $ (12) $ 6,307 $ 6,893 $ 586 9.3 %
        Corporate 309 340 31 1,047 1,120 73 7.0
      Total, Income Taxes 1,078 1,097 19 7,354 8,013 659 9.0
      Sales Taxes 515 560 45 5,377 5,411 34 0.6
      Other Sources:
        Public Utility Taxes 102 102 0 847 853 6 0.7
        Cigarette Taxes 29 29 0 263 263 0 0.0
        Inheritance Tax (gross) 16 34 18 198 291 93 47.0
        Liquor Gallonage Taxes 10 10 0 117 120 3 2.6
        Insurance Tax and Fees 40 25 (15) 202 198 (4) (2.0)
        Corporation Franchise 
         Tax and Fees 21 17 (4) 147 166 19 12.9
        Investment Income 17 10 (7) 154 154 0 0.0
        Cook County IGT 0 0 0 178 193 15 8.4
        Other 32 33 1 329 330 1 0.3
      Total, Other Sources 267 260 (7) 2,435 2,568 133 5.5
    Total, Cash Receipts $ 1,860 $ 1,917 $ 57 $ 15,166 $ 15,992 $ 826 5.4 %
    Transfers In:
      Lottery Fund $ 67 $ 61 $ (6) $ 447 $ 477 $ 30 6.7 %
      State Gaming Fund 35 25 (10) 455 454 (1) (0.2)
      Other Funds 48 44 (4) 504 371 (133) (26.4)
    Total, Transfers In $ 150 $ 130 $ (20) $ 1,406 $ 1,302 $ (104) (7.4) %
  Total, State Sources $ 2,010 $ 2,047 $ 37 $ 16,572 $ 17,294 $ 722 4.4 %
  Federal Sources $ 525 $ 420 $ (105) $ 3,621 $ 3,463 $ (158) (4.4) %
Total, Base Revenues $ 2,535 $ 2,467 $ (68) $ 20,193 $ 20,757 $ 564 2.8 %
Short Term Borrowing 0 0 0 900 1,200 300 33.3
Cash Flow Transfer - Hospital Provider Fund 289 0 (289) 289 300 11 N/A
Transfer from Budget Stabilization Fund 0 0 0 276 276 0 0.0
Total, Revenues $ 2,824 $ 2,467 $ (357) $ 21,658 $ 22,533 $ 875 4.0 %

Expenditures:
  Awards and Grants:
    State Board of Education $ 678 $ 771 $ 93 $ 4,482 $ 4,750 $ 268 6.0 %
    Healthcare and Family Services 632 667 35 5,304 5,199 (105) (2.0)
    Human Services 214 249 35 2,289 2,387 98 4.3
    Teachers Retirement 68 93 25 610 837 227 37.2
    Higher Education 70 65 (5) 725 686 (39) (5.4)
    All Other Grants 146 113 (33) 1,014 1,156 142 14.0
  Total, Awards and Grants 1,808 1,958 150 14,424 15,015 591 4.1
  Operations:
    Other Agencies 474 476 2 3,928 4,232 304 7.7
    Higher Education 110 83 (27) 1,180 1,271 91 7.7
  Total, Operations 584 559 (25) 5,108 5,503 395 7.7
  Regular Transfers Out 262 300 38 2,086 2,219 133 6.4
   All Other (Includes Prior Year Adjustments) 1 1 0 11 8 (3) (27.3)
   Vouchers Payable Adjustment 165 (234) (399) (584) (1,280) (696) N/A
Total, Base Expenditures $ 2,820 $ 2,584 $ (236) $ 21,045 $ 21,465 $ 420 2.0 %
Cash Flow Transfer - Hospital Provider Fund 0 0 0 900 1,200 300 33.3
Transfers to Repay Short-Term Borrowing 0 0 0 0 300 300 N/A
Total, Expenditures 2,820 2,584 (236) 21,945 22,965 1,020 4.6

AVAILABLE CASH BALANCE, ENDING $ 303 $ 210 $ (93) $ 303 $ 210 $ (93) (30.7) %
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Exhibit 1A
GENERAL REVENUE FUND TRANSACTIONS

(Dollars in Millions)

March Change Nine Months Change
2007 2008 FY 2007 FY 2008 Amount Percent

AVAILABLE CASH BALANCE, BEGINNING $ 2 $ 49 $ 47 $ 66 $ 224 $ 158 239.4 %

Revenues:
  State Sources:
    Cash Receipts:
      Income Taxes:
        Individual $ 713 $ 702 $ (11) $ 5,847 $ 6,390 $ 543 9.3 %
        Corporate 286 315 29 970 1,038 68 7.0
      Total, Income Taxes 999 1,017 18 6,817 7,428 611 9.0
      Sales Taxes 387 421 34 4,031 4,055 24 0.6
      Other Sources:
        Public Utility Taxes 93 94 1 764 770 6 0.8
        Cigarette Taxes 15 15 0 134 134 0 0.0
        Inheritance Tax (gross) 16 34 18 198 291 93 47.0
        Liquor Gallonage Taxes 10 10 0 117 120 3 2.6
        Insurance Tax and Fees 40 25 (15) 202 198 (4) (2.0)
        Corporation Franchise 
         Tax and Fees 21 17 (4) 147 166 19 12.9
        Investment Income 17 10 (7) 153 153 0 0.0
        Cook County IGT 0 0 0 178 193 15 8.4
        Other 32 32 0 325 327 2 0.6
      Total, Other Sources 244 237 (7) 2,218 2,352 134 6.0
    Total, Cash Receipts $ 1,630 $ 1,675 $ 45 $ 13,066 $ 13,835 $ 769 5.9 %
   Transfers In 48 44 (4) 503 371 (132) (26.2)
  Total, State Sources $ 1,678 $ 1,719 $ 41 $ 13,569 $ 14,206 $ 637 4.7 %
  Federal Sources 525 420 (105) 3,621 3,463 (158) (4.4)
Total, Base Revenues $ 2,203 $ 2,139 $ (64) $ 17,190 $ 17,669 $ 479 2.8 %
Short Term Borrowing 0 0 0 900 1,200 300 33.3
Cash Flow Transfer - Hospital Provider Fund 289 0 (289) 289 300 11 N/A
Transfer from Budget Stabilization Fund 0 0 0 276 276 0 0.0
Total, Revenues $ 2,492 $ 2,139 $ (353) $ 18,655 $ 19,445 $ 790 4.2 %

Expenditures:
  Awards and Grants:
    Healthcare and Family Services $ 632 $ 667 $ 35 $ 5,304 $ 5,199 $ (105) (2.0) %
    Elementary and Secondary Education 316 379 63 1,314 1,684 370 28.2
    Human Services 215 249 34 2,289 2,387 98 4.3
    Higher Education 70 65 (5) 725 686 (39) (5.4)
    Children and Family Services 61 54 (7) 447 526 79 17.7
    All Other Grants 85 60 (25) 580 637 57 9.8
  Total, Awards and Grants 1,379 1,474 95 10,659 11,119 460 4.3
  Operations:
    Other Agencies 468 470 2 3,871 4,180 309 8.0
    Higher Education 110 83 (27) 1,115 1,271 156 14.0
  Total, Operations 578 553 (25) 4,986 5,451 465 9.3
  Regular Transfers Out 347 367 20 2,723 2,839 116 4.3
  All Other (Includes Prior Adjustments) 1 1 0 13 13 0 0.0
  Vouchers Payable Adjustment 165 (234) (399) (584) (1,280) (696) N/A
Total, Base Expenditures $ 2,470 $ 2,161 $ (309) $ 17,797 $ 18,142 $ 345 1.9 %
Cash Flow Transfer - Hospital Provider Fund 0 0 0 900 1,200 300 33.3
Transfers to Repay Short-Term Borrowing 0 0 0 0 300 300 N/A
Total, Expenditures 2,470 2,161 (309) 18,697 19,642 945 5.1

AVAILABLE CASH BALANCE, ENDING $ 24 $ 27 $ 3 $ 24 $ 27 $ 3 12.5 %
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