
Throughout fiscal year 2009, the state’s
cash flow position continued to deteriorate
rapidly as the recession deepened and the
state ended the year in the worst fiscal
position in modern times. At the end of
June the backlog of unpaid bills in the
Comptroller’s Office (IOC) stood at
$2.785 billion while last year payables
totaled $208 million. Just as important, the
delay in paying bills was 99 working days
this June compared to seven days at this
time last year. Both the amounts payable
and the days delayed are record highs.
This backlog would have been even high-
er absent a 12-month “failure in revenue”
short-term borrowing of $1 billion in May.
The proceeds of this borrowing were pri-
marily dedicated to paying an additional $1
billion in Medicaid payments. This was
needed to comply with the 30-day payment
cycle requirement on certain Medicaid
bills for the state to receive the enhanced
Medicaid matching rate included in the
federal American Recovery and
Reinvestment Act of 2009. 
The chart of adjusted General Revenue
Fund (GRF) balances shows the balance
on June 30, 2009 to be a negative $2.781
billion. This is the lowest end of year bal-
ance on the chart and will be the lowest
budgetary balance (cash balance minus
lapse period spending) in history. A few
factors have had a major impact on the
cash flow position – the state’s economy
driven revenues weakened significantly,
including gambling revenues, and spend-
ing continued to grow. 
Base spending, excluding the backlog of
payables, for the year was down 0.6%.

However, including payables, spending
growth was up 6.6% due to a 36.8%
increase in teacher retirement grants,
growth of 6.2% in operations spending
which includes increased retirement con-
tributions, and the previously mentioned
growth in Medicaid. 

It is the decline in economic revenue
sources that greatly impacted the state’s
ability to pay its bills. Corporate income
tax receipts were down 8.1%, sales tax
receipts decreased $442 million or 6.1%,
and individual income tax receipts fell
$1.097 billion or 10.6%. These declines
were partially offset by extra federal rev-
enues from the stimulus program,
although additional Medicaid spending

beyond the original fiscal year 2009 budg-
et plan was required in order for the state
to obtain some of the federal money.

Base Revenues
At the end of fiscal year 2009, base rev-
enues decreased $515 million or 1.7% for
a total of $29.144 billion. State sources of
revenue were down $2.267 billion or 9.1%
while federal sources increased $1.752
billion (36.4%) which includes $1.566 bil-
lion tied to the federal stimulus legislation.
At the end of year, income taxes had
decreased $1.247 billion with individual
income taxes down $1.097 billion (10.6%)
while corporate income taxes declined
$150 million (8.1%). 
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With the recession impacting economy-
driven revenues, sales tax receipts
decreased $442 million or 6.1%. 
Cash receipts from other sources
decreased $271 million or 7.6% due pri-
marily to the expected declines in invest-
ment income (down $131 million or 61.8
%), inheritance tax receipts (down $85
million or 22.8%), Cook County IGT
(down $49 million), and corporate fran-
chise tax (down $24 million). The only
state sources of revenue to increase for the
year were insurance taxes (up $36 million)
and public utility taxes (up $11 million).
For fiscal year 2009, transfers in decreased
by $307 million. State Gaming Fund trans-
fers are down $134 million while Lottery
Fund transfers declined $32 million. All
other transfers declined $141 million; in
fiscal year 2008, an additional $80 million
was transferred from the Hospital Provider
Fund as part of the hospital assessment
program and $70 million was transferred
from the Income Tax Refund Fund. 
Federal sources of revenue increased
$1.752 billion or 36.4%, due to the federal
stimulus plan which generated $1.566 bil-
lion for the General Revenue Fund in fis-
cal year 2009. Federal stimulus money
was received primarily for education
spending and Medicaid spending.

Base Expenditures 
Through June, base General Funds actual
spending decreased $179 million or 0.6%
due to a substantial increase in vouchers
payable. However, if cash had been avail-
able to meet all demands then base spend-
ing would have increased by $2.006 bil-
lion for the year. Awards and grants
spending grew $1.788 billion while oper-
ations increased by $426 million and reg-
ular transfers out were down $202 mil-
lion. Fiscal year 2009 General Funds
appropriations increased $2.9 billion or
10.5% over fiscal year 2008 after the
addition of supplemental spending (pri-
marily for Medicaid) and full pension
contribution funding. 
Medicaid grant spending by the
Department of Healthcare and Family
Services increased by $957 million or
13.8%. Appropriations for fiscal year 2009

Medicaid grant spending of $8.415 billion
were up $1.521 billion or 22.1% over the
prior year. Of the $957 million increase in
spending over the course of the fiscal year,
$950 million occurred in the final quarter
as the state borrowed $1.0 billion in an
effort to meet the 30-day payment cycle
for specific Medicaid lines in order to cap-
ture an increase in federal reimbursement
rates. Over half of the increase (53.1%) in
awards and grants was for Medicaid
spending. 
The rest of the increase in awards and grants
spending is directly attributable to educa-
tion spending. State Board of Education
grants were up $404 million or 5.8% while
Teachers Retirement grants increased $411
million or 36.8% and higher education
grants were up $59 million or 7.2%.
Aside from Medicaid and education grant
spending, grant spending for Human
Services decreased $17 million or 0.6%.
All other grant spending declined by $26
million or 1.8% through June.
Operations spending through June
increased $426 million or 6.2% to $7.332
billion. Higher education operations
spending totaled $1.523 billion (up $151
million or 11.0%) and operations spending
for all other agencies totaled $5.809 billion
(up $275 million or 5.0%). 

What Lies Ahead
Without any changes to current trends, the
prognosis for fiscal year 2010 is disturb-
ing. With the state ending fiscal year 2009
holding $2.8 billion in payables and 20-
week delays on payments from the
General Revenue Fund, the demands on
cash management will be unprecedented.
Depending to some extent on when a fis-
cal year 2010 budget is finalized, bills sub-
mitted during this year’s lapse period may
add an additional $500 million to $1 bil-
lion to fiscal year 2009 liabilities. (Bills
submitted during last year’s lapse period
totaled $767 million.) Including the pay-
back of $1 billion in short-term borrowing,
approximately 20% of state sources of rev-
enue in fiscal year 2010 would be needed
to pay fiscal year 2009 liabilities.
With the economy still in the grip of a
recession, the forecast for state sources of

revenue in the coming months points to a
continuing decline compared to last year,
primarily in economy-driven revenues.
Even additional federal stimulus revenues
may be insufficient to allow the backlog
to be reduced. Illinois’ eligibility for a
portion of the stimulus funds is contingent
on a 30-day payment cycle for certain
Medicaid payables that will compound
cash management pressures. It appears
that by the end of lapse period (August
31) the state may still have up to $3 bil-
lion in backlogged bills remaining to be
paid not including the repayment of $1
billion in short-term borrowing due next
calendar year.
This backlog of vouchers will take many
months to be paid. Originally the Governor
had proposed a $1.25 billion short-term
borrowing for June. Obviously, a borrow-
ing would have helped to reduce the
payables and the number of days the state
is in arrears in paying its bills. While a
short-term borrowing in the lapse period
would also help, the repayment of that
additional borrowing may create payment
issues in the latter half of fiscal year 2010. 
A critical problem will be the state’s abili-
ty to sustain vital ongoing payments for
the operation of state government. Many
payments each month are required such as
debt service on bonds, Temporary
Assistance to Needy Families (TANF)
payments, general state aid for schools and
payrolls. Now selected Medicaid pay-
ments have to be paid within 30 days to
continue to qualify for the federal stimulus
enhanced Medicaid match revenues.
This leaves a relatively small portion of
incoming revenues available for the rest of
the state’s bills. Some of these bills that the
state now struggles to pay include pay-
ments to vendors that provide vital servic-
es to vulnerable segments of the popula-
tion or are integral to public safety as well
as many other services necessary to the
operation of state government. Mean-
while, many social service providers and
other vendors are suffering keen financial
distress or are in danger of being put out of
business due to the State’s inability to pay
its bills. At this point, with no fiscal year
2010 budget in place, these difficulties will
remain unaddressed. ■
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