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Comptroller Hynes’ office strives to assist taxpayers
and the people of Illinois. This report is designed
to provide fiscal information of general interest.

Medicaid Continues
to Challenge State
Budgets

The Medical Assistance program, usually called Medicaid, is
a health care program that provides medical assistance for cer-
tain individuals and families with low incomes and resources. Med-
icaid was authorized under Title XIX of the Social Security Act and
became law in 1965 as a jointly-funded cooperative venture between
the federal and state governments. By 2003, Medicaid had grown to be the
largest health care program in the nation totaling $278 billion in expendi-
tures and providing health care services to an estimated 47 million persons
including seniors, people with disabilities, children, pregnant women, and low-
income families.

In the period from 1995 to 1998, Medicaid costs grew at an average annual rate
of 3.6%, the lowest rate in the program’s history. Since then, costs have been on an
upswing, and from 2000 to 2003, Medicaid costs grew at a rate of 10.2%. According
to the Fiscal Survey of States, fiscal year 2005 budgets proposed by state governors esti-
mated state fund expenditures would have to increase 12.1% to meet Medicaid needs. Unfor-
tunately, these increases have occurred when the economy was experiencing a downturn. The
fiscal problem being faced by the states is that Medicaid enrollment and spending tend to
increase during difficult economic times, and those are the same times that state revenues
dependent on the economy tend to stagnate or decrease.

COVER STORY continued, page 5

FISCAL FOCUS QUARTERLY MAY 2005




FROM THE COMPTROLLER

Dear Readers:

This issue of Fiscal Focus takes a closer look at the impact of Medicaid
expenditures on the state budget. Nationally, Medicaid costs are increas-
ing at double-digit rates and creating fiscal problems for state govern-
ments. According to the National Association of State Budget Officers,
Medicaid surpassed elementary and secondary education as the largest
category of state spending in fiscal year 2004.

As discussed in the Cover Story and Focus on Spending article, appropriated
spending for medical assistance administered by the Department of Public Aid
(DPA) totaled more than $10.4 billion in fiscal year 2004. Over the past 10 fiscal
years, Medicaid liabilities for DPA grew about 63%, a trend growth of approximately
5.6% a year. However, not all categories of Medicaid increased at the same rate. For exam-
ple, prescription drugs increased almost 325% from fiscal year 1995 to 2004, while long-
term care and hospitals grew 27.6% and 23.3%, respectively. Consistent with the national trend,
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Medicaid liabilities grew at a relatively flat rate from 1995 to 1999, but sharp increases followed from 2000 to 2004, especially for prescription drugs.

The continuing financial struggle facing the General Funds has led decision-makers to look at the budgetary impact of various state pro-
grams, particularly those such as Medicaid and pension contributions. It is my hope that this issue of Fiscal Focus will help provide rel-
evant information for those observing and participating in these discussions.

As always, your comments about this and our other publications are welcome. Your input can be sent directly, or via the web site at www.ioc.state.il.us.

Sincerely,

Daniel W. Hynes
Comptroller
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Fiscal $Smarts

The “Clawback”

You are probably wondering what a clawback
is. Well, it is a radically new revenue source
for the federal government that will have an
important impact on state government.

Part of the federal Medicare Prescription Drug,
Improvement, and Modernization Act of 2003
(MMA) which implemented a Medicare drug
benefit included a “phased-down state contri-
bution” popularly called the clawback. This
clawback provision has created a new federal-
state fiscal relationship. For the first time since
the creation of Medicare, a specific benefit will
be financed in part by state payments. While
there have been questions as to the constitu-
tionality of this unique financing scheme, after
January 1, 2006, states will begin to make
monthly payments to the federal government.

Medicare is the federally financed health insur-
ance program for the elderly and disabled.
Medicaid is the health care plan for low-
income people and disabled that is jointly
financed by the state and federal governments.
Currently, outpatient prescription drug cover-
age is provided to dual eligibles (individuals
that qualify for both Medicare and Medicaid)
through Medicaid and states pay a share of the
cost of this coverage. Beginning January
2006, Medicare Part D will provide outpatient
drug coverage directly to dual eligibles instead
of Medicaid. Also effective on that date, fed-
eral Medicaid matching funds will no longer
be available for prescription drugs costs for
dual eligibles.

Initially, it appeared that the states would save
money by not having to provide this coverage
FISCAL SMARTS continued, page 4
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Medicaid Physician Fee
Changes 1998-2003

According to a study published in Health Affairs, nationwide
Medicaid physician fees on average grew at twice the rate of
inflation (27.4 percent vs. 13 percent) between 1998 and 2003.
The increases between 1998 and 2003 exceeded the 5.6 percent
total growth during the previous five years, in which Medicaid
fees fell on an inflation-adjusted basis.

Thirty states raised their fees at or above the rate of inflation,
including ten states (Connecticut, Hawaii, Illinois, lowa, Mary-
land, Michigan, New York, Oklahoma, Oregon, and South Car-
olina) that raised physician fees by more than 35 percent.

Most of these increases in overall physician fees were caused by
large increases in fees for primary care services. Primary care fees

SOURCE: Urban Institute
Study appearing in Health Affairs,
June 23, 2004
NA = Tennessee did not have a
fee-for-service component.
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increased the most, growing 41.2 percent over that period.
Seven states left primary care fees almost unchanged, while two
states raised them by more than 100 percent. Illinois had a 37.6
percent increase.

Many states were able to boost rates during the 1998-2003 peri-
od because of healthy revenue increases during an extended
period of economic growth in an effort to improve access to
basic care for Medicaid beneficiaries. But the current period of
slow economic growth has caused states to pull back on Med-
icaid physician payments.

Medicaid Fees in 2003

Researchers calculated a Medicaid fee index that measured
each state’s fees relative to the national average. Physicians fees
used in the study included primary care, obstetrics, surgery,
radiology, lab test, psychotherapy, and other.

HOW ILLINOIS STACKS UP continued, page 4
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Fiscal Smarts concluded from page 2

under their Medicaid programs. However,
the MMA was enacted under a budget con-
straint which limited expenditures to $400
billion over a 10-year period, net of offset-
ting revenues and savings. To stay within
the $400 billion budget limit, the legislation
relies on three offsets: (1) monthly premi-
ums paid by most beneficiaries, (2) federal
savings from the termination of the Medic-
aid drug coverage, and (3) state clawback
payments. Therefore, rather than allowing
the states to keep their share of the savings,
the clawback provision requires states to
pay most of their Medicaid savings to the
Medicare program to help pay for Part D
coverage.

The states are required to pay 90% of their
estimated savings in calendar year 2006 to
the federal government. Over the follow-
ing nine years this percentage is reduced by
1.66% per year to 75%. Each state partic-
ipating in Medicaid is required to make a
monthly payment to the federal govern-
ment for a specified amount. The amount
is determined by a complicated formula
(see text box). What complicates the for-
mula is the definition and calculation of per
capita expenditure. The per capita expen-
diture is the amount the state spends per

capita in calendar year 2003, increased to
reflect the rapid growth in national per capi-
ta drug spending.

Assuming Illinois has a dual eligible enroll-
ment of 175,000 and per capita expenditure
of $1,000, then the monthly payment would
be a little over $13 million. Under this sce-
nario, the budget for fiscal year 2006 would
need to include over $78 million appropri-
ated for the clawback payment. Actual fig-
ures for calendar year 2003, required by the
formula and provided by the Secretary of
Health and Human Services, are as of yet
unavailable.

There are several implications or concerns
for the states besides being a revenue
source for a federal program. First, the
clawback provision links state financial lia-
bility for Medicare Part D funding. If the

program’s expenditures are higher than
expected and if the federal government
wanted to cover the additional costs,
increasing the clawback would be one
option. Another concern would be the pos-
sible inaccuracy of the clawback formula
as a proxy of states’ savings. If, for exam-
ple, a state had a high per capita expendi-
ture in 2003, its clawback amount would
be calculated based on this high figure. So
a state that implemented cost containment
measures in subsequent years could not
reduce its per capita expenditure figure.
Some states are already claiming that the
clawback will cost more than their project-
ed savings. While questions remain about
the states generating revenues for the fed-
eral government, nonetheless, the fiscal
year 2006 budget will need to address the
clawback. m

Formula for Determining Monthly State Clawback Payments

Monthly Per Capita
State = 112 x Expenditures
Payment

State share of per capita
Medicaid expenditures
on prescription drugs
covered under Part D for
dual eligibles during
2003, trended forward

X

Dual Phase-Down
Eligibles X Percentage
Number of dual Phase-down

eligibles enrolled

in a Medicare Part D
plan in the month for
which payment was

made

percentage for
the year specified
in the statute

How lllinois Stacks Up concluded from page 3

The Medicaid physician fee index ranged
from 56 percent of the national average
in New Jersey to 228 percent in Alaska.

Ten states (Alaska, Arizona, Connecticut,
Delaware, Iowa, Massachusetts, Nevada,
New Mexico, North Carolina, and
Wyoming) had average Medicaid fees
that were more than 25 percent above the
national average in 2003. These states
had a higher level of reimbursement.

Six states (District of Columbia, Mis-
souri, New Jersey, New York, Pennsylva-
nia, and Rhode Island) had average Med-
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icaid fees that were less than 80 percent
of the national average.

Even though Illinois was one of the top
states in raising physician fees, by 2003
Illinois was 8 percent below the national
average with an index of 92.

Conclusion

Early on in the time period between 1998
and 2003 fiscal conditions allowed states
to expand access to care for Medicaid
recipients by increasing physician fees.
However, from 2001 to 2003, many

states were faced with financial difficul-
ties because of continued growth in Med-
icaid spending and falling tax revenues,
and therefore were not in a position to
raise provider fees at the same pace. It is
possible that access for Medicaid recipi-
ents could be affected if economic
growth and, in turn, physician fees,
remain flat. m

Sample Medicaid Fees, National Averages

Office visit - 30 minute $ 54.87
Emergency department visit $ 40.03
Total obstetric care (cesarean) $  1,312.61
Cataract removal/lens implant ~ $ 743.59
Chest x-ray (2 views) $ 25.36
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Cover Story continued from front page
New Challenges

A new Medicare provision is expected to
add to state health care costs (see Medicaid
vs. Medicare sidebar). Persons eligible for
both Medicare and Medicaid, referred to as
dual eligibles, are at the center of a new
issue that some states are claiming will
change their bottom line. The Medicare pro-

Medicaid vs. Medicare

Although they were both created in
1965, Medicaid and Medicare are two
distinct programs. Medicaid is a health
care program that provides health serv-
ices primarily to low-income persons,
and the costs are paid for by the federal
and state governments. Medicare is a
national health insurance program for
senior citizens (people age 65 or older)
and disabled younger workers, and it is
administered by the federal Social Secu-
rity Administration. Medicare has two
major components: Part A provides
insurance for hospital costs and Part B,
which is optional, provides insurance
for doctor’s fees and some other med-
ical expenses. Eligible persons incur no
charge for Part A coverage, but if they
choose Part B coverage, they must pay
a monthly premium of $78.20
($938.40/year).

Despite their separate missions, there is
some overlap between the programs.
For example, some persons age 65 or
older are so impoverished that they can-
not pay the Medicare premiums and
cost-sharing for services. In these cases,
states can and do use Medicaid to pay
the monthly Part B premiums, the cost-
sharing charged for Medicare services,
and for long-term care, dental and
vision care and prescription drugs. Per-
sons who are enrolled in, and benefit
from, both programs are called “dual
eligibles.” Nationally, over 7 million
Medicaid beneficiaries (one in seven
enrollees) are dual eligibles.
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gram was recently amended by adding a
new Part D that will provide prescription
drug coverage for Medicare beneficiaries
starting on January 1, 2006. That means that
dual eligibles will have their prescription

ing ($1 out of every $2 expended on nursing
homes comes from Medicaid), and each
year, Medicaid helps millions of families
with the cost of home-based long-term care
services.

Federal Medicaid and Medicare Outlays
(Federal $ Only)
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drug coverage shifted from Medicaid to
Medicare, a move that should provide some
fiscal relief to states by lowering their Med-
icaid spending. However, the federal law
requires the states to make monthly, phased-
down contributions (referred to by some
states as “clawback” payments) to the fed-
eral government to offset most of the
expected state savings. If a state fails to
make a scheduled monthly payment, the
amount owed will be offset from its federal
Medicaid reimbursement (see Fiscal
Smarts).

What’s Behind Medicaid Cost
Increases?

The Medicaid program reaches people of all
ages. For low-income children and their
parents, Medicaid pays for essential pri-
mary and preventive health care services
that these families otherwise could not
afford. For elderly and disabled people,
Medicaid fills gaps in Medicare coverage
by helping Medicare beneficiaries with their
prescription drug costs as well as other
essential services, such as hearing aids and
dental care. Medicaid also is the nation’s
only major source of long-term care financ-

5

A number of explanations have been sug-
gested for the rapid growth in Medicaid
expenditures. The major factors that are
usually cited include:

¢ Increases in the number of people eligible
(due to federal mandates, population
growth, economic recessions)

¢ Increases in the number of old and dis-
abled persons

e Increases in the costs of drugs and the avail-
ability of new, expensive drug therapies

» Expansion of services covered and uti-
lization of services

e Technological advances that allow a
greater number of critically ill or severely
injured individuals to survive and require
extensive, costly care

e Increases in payment rates to health care
providers

Many analysts claim that the number of sen-
iors and disabled persons is the major factor
driving costs up. Nationally, the elderly and
the disabled comprise 25 percent of the
Medicaid caseload, but account for 69 per-
cent of the expenditures. Even with the start
of the Medicare Part D prescription drug

COVER STORY continued, page 10
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Fiscal Year 2003 Fiscal Responsibility Report Card

The Fiscal Year 2003 Fiscal Responsibili-
ty Report Card was published by the
Office of the Comptroller in compliance
with the Fiscal Responsibility Report Card
Act. This Act requires the Office of the
Comptroller to provide a detailed report to
the General Assembly and county clerks
regarding the collection of the revenue
and expenditures of local governments
excluding school districts, community
colleges and other types of governments
that do not collect property tax.

The Office of the Comptroller annually
collects financial data from more than
5,200 local governments representing
financial information for more than 6,500
primary and component units of govern-
ment in Illinois. While the Fiscal Respon-
sibility Report Card Act calls for an annu-
al report detailing the financial activity of
local governments, it also serves as a vehi-
cle for assessing the fiscal health of Illi-
nois’ local governments and holding local
officials accountable for their financial
decisions.

The Fiscal Year 2003 Fiscal Responsibili-
ty Report Card contains descriptive text,
research on issues relating to fiscal health
and responsibility, as well as expenditure
and revenue groupings based on govern-
ment type. The Report Card contains
user-friendly  statistical —information
regarding the collection of local govern-
ment revenue based on various revenue
groupings; historical revenue and expen-
diture data, including the Average Annual
Growth Rate over a three-year period
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from fiscal year 2000 to fiscal year 2003;
and several appendices, one of which
details the finances of the City of Chicago.
In addition, Individual Data Summaries
are available for all local governments
submitting an Annual Financial Report
(AFR) before the fiscal year 2003 report
card deadline. The Individual Data Sum-
maries provide comparative data for simi-
lar units of government including sum-
maries of total revenue, expenditures,
fund balances, and debt.

Fiscal Year 2003 Governmental
Fund Revenue

In fiscal year 2003, 4,928 units of local
governments collected $17.1 billion in
revenue. The fiscal year 2003 financial
data from 1,229 municipalities (excluding
the city of Chicago) accounted for 35% of
all government revenue. County govern-
ments collected approximately 15%,
while the total revenue from townships,
parks, libraries, fire protection districts,
and all other special purpose districts com-
bined totaled $2.5 billion, or 15% of all
government revenue in the 2003 fiscal
year. The City of Chicago’s $4.7 billion in
revenue accounted for 27% of all govern-
ment revenue in fiscal year 2003.

Local and state taxes accounted for 70%
of all government revenue in fiscal year
2003. The largest source of revenue for all
units of government was from property
taxes. Property taxes accounted for nearly
31% of all government revenue. More
than 4,500 of the 4,929 local governments
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in the fiscal year 2003 data set reported col-
lecting property taxes, indicating local gov-
ernments’ dependence on revenue from
property taxes. The revenue category
“Other State Sources” continues to be one
of the fastest growing sources of revenue
for local governments in fiscal year 2003.
Reviewing the fiscal year 2000 — 2003 his-
torical data for all governments, which
excludes the City of Chicago, this revenue
source shows an average annual growth rate
of 26.2%, from $419 million in fiscal year
2000 to $842 million in fiscal year 2003.
Many units of local government received
payments from Illinois FIRST grants in fis-
cal year 2003, which was a contributing fac-
tor in the high growth rate.

The revenue category “Other Sources”,
defined as Fines and Forfeitures, Charges
for Services and Licenses and Permits, also
grew resulting in more than $603 million in
increased revenue for local governments
throughout the state, a nearly 29% growth
between fiscal years 2000 and 2003. Facing
increased fees from the state and the elimi-
nation of certain shared taxes and reduc-
tions in tax distributions, local governments
will continue to increase the usage of these
categories to offset decreased revenue.

Fiscal Year 2003 Governmental
Fund Expenditures

Expenditures represent the amounts that
local governments spend for various pro-
grams and/or services. In fiscal year 2003,
all government expenditures totaled $19.8
billion, up $900 million from last fiscal
year. Municipalities (excluding the City of
Chicago) expended $6.9 billion, accounting
for more than one-third of all government
expenditures. The City of Chicago expend-
ed $5.7 billion, accounting for more than
28% of total local government expendi-
tures. The largest expenditure category for
local governments was Public Safety,
accounting for 24% of all government
expenditures in fiscal year 2003. General
Government accounted for 20% of all gov-
ernment expenditures.

LOCAL GOVERNMENT LINE continued, page 14
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Proposed Legislation for the Death Care Industry

Imagine yourself in a funeral home. Seat-
ed across the desk from you is the funeral
director whom you and your spouse have
chosen to assist you in making your final
arrangements. You are preparing to sign
your name to a contract which will outline
the specific merchandise and services you
have chosen for your funeral, after which
you will hand over a substantial amount of
money to pay for this purchase. You have
made the decision to enter into this pre-
need contract so that your loved ones will
not be burdened with these costs or deci-
sions in the future.

You mention to the funeral director your
desire to also purchase cemetery plots,
along with the outer burial containers and
cemetery services that will be required for
your burial. He tells you not to worry. He
has worked with the folks at the desired
cemetery before, has known them for
years in fact, and will be happy to take
care of those details for you once you sign
the contract with his funeral home.

Now imagine yourself years later, griev-
ing over the loss of your spouse. The pre-
arrangement you made with the funeral
home should be a comfort at this difficult
time, but instead it is compounding your
grief. When you reach the burial site for
your spouse, you realize that it is not in
the area of the cemetery that the two of
you had expected. Worse, the type of
marker you are planning to place as a
memorial is not allowed by this particular
cemetery. Since the arrangements were
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made by the funeral home rather than by
you, there is no contract listing your spe-
cific requests as regards the cemetery.
Thus, you have no legal authority to
protest what has been done.

This unfortunate scenario has been the
fate of many Illinois families who did not
enter into separate service contracts with a
cemetery and funeral home. As the law
exists now, separate contracts are not a
necessity if the funeral director in ques-
tion discloses a relationship to a cemetery
when offering to make consumers’ burial
arrangements. For a variety of reasons,
however, these so-called relationships
between businesses often leave con-
sumers dissatisfied and without legal
recourse.

Legislation proposed by Comptroller
Hynes would require that a consumer
enter into two separate contracts — one
with the cemetery and one with the funer-
al home — in order to
ensure that he or she is
aware of not only the

details of a proposed | 1 AN ACT concerning regulation.

funeral service, but the | , Be it enacted by the

pertinent cemetery 3 Tepresented in the Generale::::n:f f:he State of Illinois,
information as well, . _ 4

including the location ; amensee;t;;ncjé;nﬂlle Illinlois Funeral or Burial Funds Act is
of grave spaces, a g 2dding SectiOnsg;:_glse;j_l;nS la-1, 3a, 3a-5, ang 3f and by
description of perpetu- 1 7874 3273, and 3a-4 as follows:

al care for those ; 5(:5 ILCS 45/1a-1)

spaces, and restric- 5 ( - 1a-1. Pre-need contracts.

tions on the types of
markers approved for

SB0482 Engrossed

a) I
) It shall be unlawful for any seller doing businesg

use by the cemetery. Consumers will also
be required to make direct contact with
cemetery personnel unless they specifical-
ly waive their right to do so.

Additional legislation involves the licens-
ing and audit functions of the Cemetery
Care Division. At present, Illinois is one of
only four states that do not require its
cemetery, funeral home, and crematory
owners to periodically renew their operat-
ing licenses. This law would require all
businesses under the jurisdiction of the
Comptroller to renew their licenses every
five years. Renewals will be granted based
on the licensee’s record of compliance
with all applicable rules and regulations.

This new legislation package would also
raise the annual audit threshold for
licensed entities from $250,000 to
$750,000. The figure of $250,000 was set
in 1961, and should be adjusted to reflect
inflation. m
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Medicaid Provider Assessments and

Intergovernmental Transfers

As Medicaid expenditures continue to
absorb a growing portion of the state
budget, any additional source of revenue
that can be devoted to Medicaid is wel-
come. Two dedicated Medicaid revenue
sources, special assessments and inter-
governmental transfer agreements, have
allowed the state to raise rates, increase
payments, and obtain additional federal
contributions for hospitals and long-term
care providers (nursing facilities and
intermediate care facilities for the men-
tally retarded (ICFs/MR)).

Hospital Assessments

Mlinois first tapped provider assessments
as a source of Medicaid matching funds
in fiscal year 1992. The original hospital
assessment was equal to 5% of fiscal year
1991 (the base-year) Medicaid spending
plus 50% of the difference between the

1.25% of revenues at the end of fiscal
year 1997 when the hospital provider
assessment was eliminated. During the
five-year period

this assessment was made in March 2005
which was matched by $400 million in
federal contributions.

Cook County and University of Illi-
nois Intergovernmental Transfers

Consistent with federal law, Illinois has
also used intergovernmental transfers
(IGTs) to support Medicaid services. In
particular, Cook County contributes over
$1 billion to support the over $5 billion
in Medicaid costs for Cook County resi-
dents. The Cook County IGT is based on
a federal law that provides that local gov-
ernments may contribute up to 60% of
the state’s share of Medicaid program
costs. Illinois is one of many states that

this fee was
effective, $1.4

Health Care Assessment Funds

(Dollars in Millions)

billion in rev- | $600;
enues was col-
lected and was
matched by $1.3 | #
billion in federal
aid.

$200-
A new hospital
assessment has
been imposed for | 0
fiscal years 2004
and 2005 at a rate
of $84.19 per

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

HFee O Cigarette Taxes
Source: Comptroller's records.

Fiscal Year
EFederal

occupied bed
day. A first deposit of $497 million from

have long-standing arrangements for sig-
nificant local funding. The federal finan-
cial participation from this pro-

hospital’s anticipated
annualized spending and
its total base-year Medic-

County Hospital Provider

Participation Fee
(Dollars in Millions)

gram helps fund the Cook County
Bureau of Health Services, which
operates the largest health care

aid spending. Due to s1,000-

changes in the federal law, | $900,

the assessments had to be | %]

L $700-
amended in fiscal year | ggol

1993 to become general | $500-

levies on hospital | $400]

providers with no relation :zgg
to Medicaid payments. | gqo0-
The new assessment rate | $0-
was 2.5% of hospital rev-
enues during most of fis-

cal year 1993 declining to

H Cook County IGT

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Fiscal Year
O Federal

H Cook County

Source: Comptroller's records.

system in the state and is the third
largest provider of indigent care in
the nation. The Cook County hos-
pitals are a critical component of
the state’s health care safety net.

Based upon claims for services to
Medicaid-eligible individuals and
a formula in state law, Cook
County makes payments to the
County Provider Trust Fund.

FOCUS ON REVENUE continued, page 14
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Medical Assistance Spending

In fiscal year 2004, appropriated spending
for medical assistance administered by the
Department of Public Aid totaled more than
$10.4 billion, nearly $4.8 billion or 83.6%
higher than the almost $5.7 billion spent ten
years ago in fiscal year 1995. Growth in
spending from the General Revenue Fund of
$2.0 billion or 50.8% accounted for 42.0% of
the growth while spending from other funds
increased nearly $2.8 billion or 157.3%
accounting for 58.0% of the increase.

The largest portion of spending was hospital
payments. Nearly $2.3 billion was paid to
hospitals from the General Revenue Fund
with an additional $1.8 billion paid from the
County Provider Trust Fund, $305 million
from the Medicaid Provider Relief Fund, and
$173 million from the University of Illinois
Hospital Services Fund. Together, $4.6 bil-
lion went to hospitals in fiscal year 2004
accounting for 44.0% of all medical services
expenditures by the state.

The second largest portion of medical spend-
ing by the state was for prescription drugs.
With $1.068 billion from the General Rev-
enue Fund, $405 million from the Drug
Rebate Fund, $299 million from the Tobacco
Settlement Recovery Fund, and $257 million
from the Medicaid Provider Relief Fund a
total of $2.029 billion was spent by the state
in fiscal year 2004 for drugs. The $2.029 bil-
lion accounted for 19.4% of total state med-
ical spending.

Long-Term Care also garners a significant
portion of medical spending. In fiscal year
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General Revenue Fund
Hospital Inpatient
Prescribed Drugs
Long Term Care
Physicians
Department of Human Services
HMO's
Medicare Part B
Comm. Health Centers
Dentists
Transportation
Appliances
DSCC
Home Health
Hospice Care
Independent Labs
Optometrists
Medicare Part A
Medicare Part B Expansion
Podiatrists
Chiropractors
Other Related Medical
Total, General Revenue Fund

Other Funds
Cook County
Medicaid Provider Relief
Long Term Care Provider
Drug Rebate
Tobacco Settlement Recovery
U. of I.
Special Education Medicaid Matching
Care Provider Fund for Persons with DD
Hospital Provider Fund
Other
Total, Other Funds

Total, Medical Spending All Funds

Medical Expenditures*
(Dollars in Millions)

Fiscal Year Change
1995 2004 Amount Percent
1,514.5 2,265.1 750.6 49.6
407.5 1,068.3 660.8 162.2
1,182.7 730.9 -451.8 -38.2
351.8 525.3 173.5 49.3
0.0 381.9 381.9 N/A
166.5 196.4 29.9 18.0
72.7 137.9 65.2 89.7
50.2 126.6 76.4 152.2
421 89.6 47.5 112.8
29.8 73.6 43.8 147.0
24.3 54.4 30.1 123.9
0.0 51.4 514 N/A
31.4 494 18.0 57.3
21.4 35.2 13.8 64.5
15.5 25.3 9.8 63.2
4.9 11.3 6.4 130.6
14.4 10.0 4.4 -30.6
0.0 9.1 9.1 N/A
1.7 2.6 0.9 52.9
1.0 1.1 0.1 10.0
64.6 83.0 18.4 28.5
3,932.4 5,928.4 1,996.0 50.8
480.8 1,820.3 1,339.5 278.6
0.0 849.8 849.8 N/A
321.1 799.7 478.6 149.1
0.0 405.0 405.0 N/A
0.0 298.7 298.7 N/A
241.0 173.4 -67.6 -28.0
0.0 126.1 126.1 N/A
27.7 35.8 8.1 29.2
680.9 0.0 -680.9 -100.0
4.0 7.9 3.9 97.5
1,755.5 4,516.7 2,761.2 157.3
5,687.9 10,445.1 4,757.2 83.6

Source: Comptroller and Department of Public Aid records.

* Expenditures include some double counting due to transfers of funds. That, along with Section 25
deferrals, means these amounts differ from the Medicaid liability amounts reported elsewhere.

2004, $1.651 billion was spent for this pur-
pose accounting for 15.8% of total state
spending. Nearly $731 million in spending
was from the General Revenue Fund with
$800 million from the Long Term Care Fund
and $121 million from the Medicaid
Provider Relief Fund. Altogether Hospital,
Drug and Long-Term Care Spending
accounted for 79.2% of total medical spend-
ing in fiscal year 2004.

In addition to the amount of spending for
medical assistance in a given year, signifi-
cant obligations are carried over from one
fiscal year to the next unlike most other state
obligations. Section 25 of the State Finance

9

Act contains an exception to fiscal year
spending restrictions that permits the pay-
ment of a prior year’s medical assistance
claim out of the next fiscal year’s appropria-
tion. In fiscal year 1995, $1.522 billion in
medical assistance claims were held over to
the next year compared to $1.242 billion in
fiscal year 2004.

Fiscal year 2005 appropriations of $10.312
billion from all funds are down slightly from
the $10.445 billion in spending from fiscal
year 2004. General Revenue Fund appropri-
ations in 2005 of $5.044 billion are $504 mil-
lion or 9.1% below fiscal year 2004 appro-
priations of $5.548 billion. m
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coverage, state Medicaid programs will still
be responsible for the Part B premiums,
cost-sharing, and long-term care for dual

Federal Medical Assistance Percentage
(FMAP) - Selected States, FFY 2004
State Percent
Mississippi 77%
New Mexico 75%
lowa 64%
Indiana 62%
Missouri 61%
Ohio 59%
Wisconsin 58%
Michigan 56%
California 50%
lllinois 50%
Minnesota 50%
New York 50%

eligibles, as well as for the costs for the
“regular” Medicaid enrollees.

A recent study by the Urban Institute’s
Health Policy Center sheds some light on
the issue of cost increases. Researchers
found that Medicaid spending increases
from 2000 to 2003 were related to two fac-
tors. First, spending went up due to rapid
increases in the enrollment of children and
non-disabled adults which grew at a rate of
10.1 percent per year compared to a rate of
2.9 percent for the aged and disabled. How-
ever, more than half (56%) of the total Med-
icaid spending growth was attributable to
the aged and disabled versus families
(44%). The researchers noted that although
the aged and disabled were growing more
slowly in numbers relative to others, they
are much more costly per person.

Current Medicaid Financing:
a Federal/State Mix

The Medicaid program is financed by a
unique federal and state partnership through
which the federal government pays from
50% to 77% of the costs of services provid-
ed to Medicaid recipients. The technical
term for this rate is the federal medical
assistance percentage (FMAP) and it is the
percentage of federal reimbursement a state
receives based on a formula that compares a
state’s personal income to the national aver-
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age for three preceding years. The least
wealthy states qualify for the 77% matching
rate, the wealthiest states qualify for the
50% rate, while others fall in between (see
table). Technically, Medicaid is a reim-
bursement program which means that the
states must spend funds for medical assis-
tance first. Then the federal government
reimburses the states for their eligible Med-
icaid expenditures at their respective
FMAP. For example, if a state spends $100
for eligible Medicaid services and its FMAP
is 50%, the federal government would reim-
burse the state $50. The net effect is that the
state contributes $50 and the federal gov-
ernment contributes $50. According to the
U.S. Department of Health and Human Ser-
vices, Medicaid spending nationally will
total an estimated $306 billion in fiscal year
2005. Of this amount, about $132 billion
will be state funds and $174 billion will be
federal funds. In fact, Medicaid is so large
that it is the source of 43% of the all of the

Although the federal government provides
guidelines for the states to follow, each state
has the authority to administer their own
program by establishing eligibility stan-
dards, determining the type, amount, dura-
tion and scope of services, and setting the
rate of payment for services. This discretion
allows states some control over their spend-
ing obligations. For example, some states
limit the number of prescriptions, inpatient
hospital days, and various therapies a
patient can receive each month.

Federal Actions, State Reactions

In recognition of the recent slowdown in the
economy, in 2003 Congress temporarily
increased the federal reimbursement rate for
eligible Medicaid costs. The rate for states
was increased by 3 percentage points for the
last two quarters of federal fiscal year 2003
and the first three quarters of federal fiscal
year 2004. However, that fiscal relief was

federal grant dollars given
to the states.

Mandatory Medicaid Services *

Inpatient hospital care
Outpatient hospital care

Mandatory vs.
Optional Services

Physician services
Nurse-midwife services
Nurse Practitioner
Home Health

- Nursing Services

- Home Health Aide

In every state that partici-
pates in Medicaid, federal
guidelines require the pro-
vision of mandatory servic-
es to cover certain very
low-income children, preg-
nant women, and some eld-
erly and disabled people

Rural health clinic and federally qualified health center ambulatory services

Laboratory and x-ray services

Skilled nursing and home health services for individuals 21 years of age and older

Early and periodic screening, diagnosis and treatment for individuals under 21 years of age
Family planning services and supplies

- Medical supplies, equipment and appliances
- Physical, occupational and speech therapies; audiology services
Ambulatory services to presumptively-eligible pregnant women
Pregnancy-related services and services for other conditions that might complicate pregnancy
Emergency Hospital Services
Medical and Surgical services performed by a dentist

* Reported by the Department of Public Aid, fiscal year 2003.

(see table on mandatory

services). Most importantly, these Medicaid
services must be provided at no cost to chil-
dren and pregnant women, and with nomi-
nal co-payments for adults. The federal
government interprets this to mean no more
than a $3 co-payment. No premiums are
charged and no deductibles have to be met
before coverage begins. Each state also has
the discretion to provide other optional
medical services beyond those mandated
by the federal government (see table on
optional services).
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short-lived. The president’s proposed budg-
et for fiscal year 2006 recommends reduc-
ing federal spending on Medicaid by limit-
ing payments, reducing the federal match-
ing rate, and restricting the use of intergov-
ernmental transfers (IGTs) - a financing
mechanism states have used to gain addi-
tional federal funds to help pay for Medic-
aid services.

Nationally, groups such as the National
Governors Association and the National
Conference of State Legislatures are
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opposed to the federal budget reductions
and are arguing against cuts in federal fund-
ing and for greater state flexibility in admin-
istering Medicaid. In the mean time, in light
of the double-digit growth in Medicaid
costs, most states are taking action to try to
control program costs. According to the
Kaiser Commission on Medicaid and the
Uninsured, every state implemented at least
one new Medicaid cost containment strate-
gy in fiscal year 2004. Forty-three states
lowered drug costs (by limiting monthly
prescriptions, expanding preferred drug
lists, etc.), 47 states reduced/froze provider
payments, 15 states made it tougher for peo-
ple to enroll, 9 cut benefits and 9 increased
patient co-payments.

Several states have taken dramatic steps in
an attempt to control Medicaid expendi-
tures. For example, in response to continu-
ing fiscal difficulties, Oregon amended its
Medicaid program by reducing benefits,
increasing premiums and cost sharing, cap-
ping enrollment for some existing adult
beneficiaries, and eliminating its medically
needy program. It is estimated that over
100,000 adults were affected by these
changes including an enrollment drop of
over 46,000 in the Medicaid program and
the loss of coverage for about 9,000 people
under the medically needy program.

Texas imposed new renewal requirements
that slashed 149,000 children from the
Medicaid rolls and the state of Washington
eliminated coverage for 40,000 children.
Georgia eliminated coverage for 7,500 low-
income pregnant women, and Florida elim-
inated coverage of vision and hearing serv-
ices for adults. Texas also cut out podiatry,
psychological counseling and visits to chi-
ropractors.

Perhaps the most dramatic change is occur-
ring in Tennessee this year. TennCare, Ten-
nessee’s experiment with exclusively using
managed care principles to provide health
care to Medicaid eligibles, was underfunded
by hundreds of millions of dollars. Legisla-
tion was passed including controls on phar-
macy spending, cost sharing with enrollees
and benefit limits. Faced with legal chal-
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lenges and consent decrees, the governor
announced that approximately 323,000
adult TennCare participants will be un-
enrolled in the next 12 months in an attempt
to make the program financially viable.

Missouri’s legislature recently voted to
shrink the Medicaid program by ending
reimbursement for dental care, eyeglasses,

include the Department on Aging, Depart-
ment of Children and Family Services,
Department of Corrections, Department of
Human Services, Department of Revenue,
Illinois Council on Developmental Disabil-
ities, Illinois State Board of Education, Uni-
versity of Illinois, City of Chicago (schools;
local public health departments), counties
(local public health departments; juvenile

Optional Medicaid Services *

Podiatric services
Optometric services
Chiropractic services
Other practitioner services
Speech, hearing and language therapy services
Eyeglasses
Screening services
Dental services
- Dentures
- Emergency services
Clinic services (Medicaid clinic option)
Physical therapy services
Occupational therapy services
Inpatient psychiatric services for individuals under 21 years of age
Intermediate care facility services for the mentally retarded (ICF/MR)
Prosthetic devices (including durable medical equipment/supplies)
Diagnostic services (including durable medical equipment/supplies)
Preventive services (including durable medical equipment/supplies)

* Reported by the Department of Public Aid, fiscal year 2003.

Care of individuals 65 years of age or older in institutions of mental disease
- Inpatient hospital services
- Nursing facility services
Home and community based services through federal waivers
Services provided through a health maintenance organization
Services provided through a prepaid health plan
Special tuberculosis-related services
Program of All-Inclusive Care for the Elderly (PACE)
Rehabilitative services (Medicaid rehabilitation option)
Christian Science sanatoria and nursing services
Case management services (targeted case management)
Nursing facility services for individuals under 21 years of age
Nurse anesthesia services
Hospice care services
Transplants
Transportation
Emergency hospital services
Prescribed drugs

artificial limbs and hospice care, and requir-
ing moderate-income families to pay
monthly premiums equal to 5 percent of
their incomes to enroll their children in the
State Children’s Health Insurance Program
(SCHIP). Government officials estimate
that 27,700 mostly aged or disabled persons
will lose coverage when the bill takes effect
in August 2005 and that an additional
23,250 persons will have to spend more to
keep their coverage. It is also estimated that
perhaps as many as one-half of the 47,400
children in SCHIP will lose coverage
because their families will not be able to
afford the monthly premiums.

Medicaid in Illinois

The Illinois Department of Public Aid
(DPA) is the single state agency for the
Medicaid program which means that DPA
serves as the state source for submitting
claims to the federal government and for
receiving federal reimbursements. Howev-
er, there are many other Illinois governmen-
tal entities (counties, school districts, other
state agencies, etc.) that administer portions
of the program. Some of the other entities
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probation agencies), and local education
agencies (school districts and special educa-
tion cooperatives).

In total, appropriated Medicaid expendi-
tures in Illinois reached slightly over $10
billion in fiscal year 2004 (see Focus on
Spending). The largest portion of that
spending (56.7%) came from the General
Revenue Fund, but significant contributions
came from the Cook County Provider Trust
Fund (17.4%), the Medicaid Provider Relief
Fund (8.1%), and the Long-Term Care
Provider Fund (7.7%) (see Focus on Rev-
enue). Smaller shares were provided by the
Drug Rebate Fund (3.9%) and the Tobacco
Settlement Recovery Fund (2.9%).

An average of 1.8 million people were cov-
ered per month (over 2 million unique indi-
viduals per year). Children, non-disabled,
low-income adults (mainly adults with
children receiving cash assistance), and
low-income pregnant women were the
largest group representing 68% of the peo-
ple who received Medicaid services at
some point in fiscal year 2004. The second
largest group was the blind and disabled at

Cover Story continued on page 12
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Medicaid Expenditures by Group
Fiscal Year 2004

One way to measure growth in Medicaid is
to look at changes in the program’s liabili-

ties over time. The liabilities are essentially

100%
90%
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70%
60%
50%

] 68%

the amount incurred for services provided
within a fiscal year. The liability amounts
S0 eliminate any double counting of expendi-
tures that might occur in appropriations
numbers and adjust for deferred liabilities
43% under Section 25 (see sidebar). Looking

40%
30% | m 15%

20%
10%
0%

back over the last 10 fiscal years, total
& Medicaid liabilities at the Department of
Public Aid grew approximately 63%
between fiscal years 1995 and 2004, a trend
growth of approximately 5.6% a year.

Persons Served
O Elderly O Senior Care

Source: Department of Public Aid Estimates.

OBlind & Disabled

Pt However, not all categories of Medicaid

increased at the same rate. For example,
prescription drugs increased almost 325%

OKids/Pregnant Women/Parents

15% followed by Senior Care participants
(prescription drug assistance) at 11%

and low-income elderly persons

with 6%.

Although children as a

group are part of the

largest component

of beneficiaries in

[llinois, they do not

account for the

majority of the

spending. The elderly,

blind and disabled that

are in poorer health and need

more services comprise 32% of the
beneficiaries but account for 70% of the
spending. It is the elderly, blind and dis-
abled that receive the greatest proportion of
Medicaid funds (see chart).

Other Medical, 8.0%

Long-Term Care, 26.4%

Illinois, like other states, has seen its
health care expenditures increase
substantially in the past few
years. The continued growth in

the state’s Medicaid program

has absorbed many of the new
revenues available in each fis-

cal year. This growth can be
attributed primarily to health care
cost increases, programmatic expan-
sions (such as KidCare and Senior-
Care), and economic difficulties that
increase participation.
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Prescription Drugs, 9.8%

Long-Term Care, 20.6%

from fiscal year 1995 to 2004, while long-
term care and hospitals grew 27.6% and
23.3%, respectively.

Share of Medicaid Liabilities
by Category, Fiscal Year 1995
Department of Public Aid

The accompanying graph
shows the growth of
Medicaid liabilities for

four major cate-

gories, and along

with the table on

percent increases,
illustrates that the
sharpest increases have
occurred in the 2000-2004
period. Consistent with the
national trend, Medicaid grew at a
relatively flat rate of 4.6% from 1995 to
1999, but led by sharp increases by pre-
scription drugs, liabilities grew
37.7% from 2000 to 2004.
Surprisingly, the liability
for long-term care has

not increased as
sharply in Illinois,

and that may be
attributable  to

the efforts of

other state pro-

grams. For exam-

ple, the Department

on Aging administers
the Community Care Pro-

Managed Care, 3.9%

Practitioners, 9.1%

Hospitals, 42.9%

Share of Medicaid Liabilities
by Category, Fiscal Year 2004

Department of Public Aid

Managed Care, 2.8%

Other Medical. 9.1% Practitioners, 9.3%
,9.1%

Hospitals, 32.4%

Prescription Drugs, 25.5% Cover Story continued on page 13
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gram for persons age 60 and older that
provides home and community-based
services as an alternative to premature nurs-
ing home placements. The Department of
Human Services operates the Home Ser-
vices Program for persons with severe dis-
abilities under the age of 60 that provides
homemaker services and personal assistants
to try to keep them from moving into nurs-
ing homes. There is also a community rein-
tegration component to help disabled per-
sons who live in nursing homes to move
back into communities with the services and
support they need.

Percent Change in Medicaid Liabilities

by Major Category and Period
Department of Public Aid

Percent Percent

Change Change
FY 1995-99 FY 2000-04
Practitioners -3.57% 42.10%
Hospitals -18.59% 29.71%
Prescription Drugs 60.12% 117.51%
Long Term Care 17.41% 3.94%
Total 4.63% 37.68%

Future Uncertain

The future is not certain, but analysts have
noted that the baby boomer generation is
approaching retirement age and that this
growth in the elderly population may strain
the social security system as well as the
Medicare and Medicaid programs. State gov-
ernments and the federal government will
continue to face the problem of paying for
increasing medical costs. The actual dollar

impact of Part D of the Medicare program on
state budgets will not be known for some
time, but states need to account for its impact
on the Medicaid program and for the possibil-
ity they may have to make payments to the
federal government starting in 2006. The
Medicaid funding/spending issue needs to be
faced head on, hopefully without increasing
the liabilities deferred to future fiscal years. m
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2
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Deferred Medicaid Liabilities Under Section 25

Not all Medicaid claims are paid for in the fiscal year in which they are incurred. Section 25 of the State Finance Act provides that expendi-
tures for liabilities incurred within a given fiscal year be paid from that same year’s appropriation, but exceptions are made for liabilities such
as Medicaid, state employee and retiree health insurance and certain spending from the Department of Public Health.

Payments made under these exceptions to Section 25 are similar to normal lapse period spending (the sixty days following the end of the state’s
fiscal year) in that both types of payments are for liabilities incurred before the end of the fiscal year, but paid after June 30th. However, on a

cash basis, normal lapse period spending is charged to an appropriation
from the fiscal year in which the liability arose, but payments made for
items covered by the exceptions to Section 25 are made from a subse-

quent year’s appropriation (and, therefore, are not included in lapse
period spending).

For the past several years, significant amounts of Medicaid liabilities
have been carried over into the next fiscal year. Deferred Medicaid lia-
bilities more than tripled growing from $560 million in fiscal year 1997
to just over $1.7 billion in fiscal year 2003. In fiscal year 2004 Medic-
aid deferred liabilities decreased to $1.2 billion, but that followed
short-term borrowing of $850 million in June 2004 to pay Medicaid
bills that otherwise would have carried over into fiscal year 2005.

Fiscal Focus Quarterly

Medicaid Section 25 Deferred Liabilities

Fiscal Years 1997-2004

($ in millions)

1998

1999 2000 2001 2002 2003

E Medicaid
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Local Government Line concluded from page 6

Historical data indicate that the average
annual growth rate of all government
expenditures have been 6.9% since fiscal
year 2000. The largest categories of growth
in fiscal year 2003 were Depreciation
(70.2%), Social Services (12%), and Trans-
portation (9.6%). For historical reference,
in fiscal year 2002, the largest categories of
growth were Corrections at 10%, and Judi-
ciary/Legal and Public Safety both at 8%.

Fiscal Year 2003 Governmental
Fund Balance

The fiscal year 2003 ending fund balance
for local governments was $11.8 billion, a
$4.6 million decrease from the beginning
fund balance. For a second year in a row,
local government reporting indicates a
decrease in all governments ending year
fund balance. In addition, counties, munic-
ipalities, townships, libraries, and special
purpose districts reported decreased end-
ing fund balances from their beginning
fund balance.

The Office of the Comptroller researched
the topic of fund balances as an indicator of
fiscal health or stress and the legality of
“high” fund balances. A healthy fund bal-
ance is a leading indicator of sound fiscal
health and various local government organ-
izations and associations advise and offer
recommendations regarding fund balances.
The Government Finance Officers Associ-
ation (GFOA) recommends that local gov-
ernments, “at minimum ... maintain an
unreserved fund balance in the General
Fund of no less than 5 — 15% of general
revenues or no less than two months of reg-
ular expenditures.”

In addition, it is also recommended that
units of government dependent on proper-
ty taxes maintain a fund balance equal to
three to six months of their spending. A
local government’s reliance on property
taxes, the timeframe in which local gov-
ernments receive state or county revenue,
and the diversity of its revenue sources are
some of the factors to be considered in

determining the amount a unit of local gov-
ernment should retain in its fund balance.

The Comptroller’s Annual Financial
Report collects information regarding local
governments’ spending and fund balances.
The ratio of fund balance to expenditures
represents the amount of general and spe-
cial fund expenditures divided by the fund
balance. The ratio of fund balance to
expenditures for all governments in fiscal
year 2003 was 59%, representing a seven-
month reserve. It should also be noted that
each type of government, with the excep-
tion of park districts, reported a lower ratio
of fund balance to expenditures, compared
to fiscal year 2002.

Log on to the Comptroller’s website at
www.ioc.state.il.us for more information
on the Fiscal Year 2003 Fiscal Responsibil-
ity Report Card. The Local Government
Division web page also contains informa-
tion regarding local government reporting
requirements, annual financial reporting,
and Comptroller Connect Internet Filing. m

Focus On Revenue continued from page 8

Matching federal funds are drawn, and
Medicaid payments are made to the
county's hospitals and clinics. In fiscal
year 2004, Cook County paid $827 mil-
lion to the state to support the Medicaid
program and that amount was matched
by $936 million in federal aid deposited
into the County Provider Trust Fund.
These deposits allowed Medicaid pay-
ments of over $1.8 billion from this fund.

The University of Illinois IGT is based
on federal regulations that set maximum
payments to state-owned hospitals. A
contribution from the University of Illi-
nois, an annual $45 million General Rev-
enue Fund transfer, and the federal finan-
cial participation are deposited into the
University of Illinois Hospital Services
Fund. This balance is then used for reim-
bursement to the University of Illinois
Hospital, a world-class teaching hospital
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on Chicago’s near west side, for hospital
and pharmacy services. In fiscal year
2004, $77 million from the University of
Illinois plus a $45 million transfer from
the General Revenue Fund were matched
by $125 million in federal aid. These
monies allowed payment of $173 million
to the University of Illinois and an $81
million transfer to the General Revenue
Fund.

Other Assessments and 1GTs

The assessment on nursing homes and
ICFs/MR started at 15% of prior year
receipts in fiscal year 1992 and has since
been replaced with a quarterly $1.50 per-
bed per-day nursing home license fee
and an assessment of 6% of ICFs/MR
revenue. These fees have generated
around $55 million annually into the
Long Term Care Provider Fund and
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between $15 and $20 million annually
into the Care Provider Fund for Persons
with Developmental Disability.

Starting in fiscal year 1994, cigarette rev-
enues not assigned to other funds have
been deposited into the Long Term Care
Provider Fund. In fiscal year 2004, coun-
ties that operate nursing facilities agreed
to contribute to the Medicaid costs of res-
idents through IGTs. These agreements
reduced the gap between Medicare and
Medicaid rates for these nursing homes.
After the transactions were completed,
the nursing homes have been paid 94%
of Medicare rates, kept monies equal to
110% of regular Medicaid rates, and
have also contributed to care for other
county residents.

In fiscal year 2004, the Long Term Care
Provider Fund received $54 million from

Focus on Revenue continued on back page
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The Heartheat of lllinois’ Finance

Economic Revenues Improve - Fiscal Difficulties Continue

Through three quarters of fiscal year
2005, economic driven revenues have
shown improvement but are still unable
to offset declines from one-time rev-
enues last fiscal year. As a result, the
state’s backlog of unpaid bills hovered
between $1.2 and $1.7 billion through-
out the third quarter before improving at
the end of the period due to short-term
borrowing revenue.

Base Revenues

Total base revenues into the General
Funds were $18.940 billion, a decrease
of $786 million or 4.0% below nine
months revenues last year. Federal
sources declined $668 million or 16.7%
while state sources decreased $118 mil-
lion or 0.8%. The decline in federal
sources is due primarily to the federal
relief of last year when the state received
a $422 million relief grant and Medicaid
reimbursement rates were increased.
Also, this year’s lowered Medicaid
spending has resulted in less federal
reimbursement.

State sources decreased as cash receipts
were up $888 million or 6.9% and trans-
fers in decreased $1.006 billion or
34.9%. Transfers are down due to the
aforementioned Pension Contribution
Fund, a one-time source that provided
$1.395 billion. This decline was partially
offset by a $433 million transfer from the
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Medicaid Provider Relief Fund to help
pay for the June 2004 short-term bor-
rowing. Other increases include the Lot-
tery Fund, chargeback transfers and leg-
islated (fund sweep) transfers.

Base Expenditures

Through March, base General Funds
spending totaled $19.858 billion, $558
million or 2.9% above the previous year.
When repayment for short-term borrow-
ing in fiscal year 2004 is factored in, fis-
cal year 2005 expenditures in the first
nine months were actually $72 million
below last year. General Funds appropri-
ations are up $316 million or 1.3% over
last year.

Medicaid grant spending by the Depart-
ment of Public Aid of $4.045 billion is
down $415 million or 9.3% from last
year. The short-term borrowing for Med-
icaid spending in June 2004 accelerated
spending from the beginning of fiscal
year 2005 to the end of fiscal year 2004.
This contributed to a $505 million
decrease in Medicaid appropriations for
the Department of Public Aid.

Other areas of spending which decreased
from last year include higher education
operations (down $129 million or 9.3%),
teachers retirement grants (down $54
million or 7.3%), and higher education
grants (down $8 million or 1.3%).

15

What Lies Ahead?

All potential revenues will be critical over
the next three months in order for the state
to pay back approximately $770 million
for the March 2005 short-term borrowing
by the beginning of June. Additionally, the
state must use $276 million to replenish
the Budget Stabilization Fund by June
30th. While the pace of spending on Med-
icaid grants is expected to fall as the DPA
exhausts its fiscal year 2005 appropria-
tions, the state will likely still be holding a
significant amount of General Funds bills
at the end of this fiscal year.

As budget makers work to craft the fiscal
year 2006 budget in the next few months,
the decisions made will have a significant
impact on the fiscal position of the state.
The state is likely to end the fiscal year
with a small General Funds balance, a sig-
nificant accumulated balance of bills with
a first claim to lapse period revenues, and
a large number of Medicaid bills held at
DPA. Traditional spending pressure, such
as pensions, health care and education,
continue to make demands on limited state
resources. Without a budget plan that
includes a significant amount of revenues
early in the fiscal year, payment delays
will continue well into fiscal year 2006.

A more detailed analysis of the third quarter
of fiscal year 2005 can be found in the April
2005 issue of the Comptroller’s Quarterly
that is available at www.ioc.state.il.us. m
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JANUARY 2005

GENERAL FUNDS REVENUES, EXPENDITURES AND BALANCES

(Dollars in Millions)
Seven Months
Change From
Jan. Prior Year
Total General Funds 2005 FY 2005 $ %
Available Balance $ 251 § 182 § (135) (42.6) %
Revenues 2,299 14,966 (668) (4.3)
Expenditures 2,314 14,912 (736) (4.7)
Ending Balance $ 23 $ 236 §  (67) 22.1) %
General Revenue Fund
Available Balance $ 25§ 24§ 23 N/A %
Revenues 1,970 12,658 (699) 5.2)
Expenditures 1,989 12,676 (650) (4.9)
Ending Balance $ 6 $ 63 (26) 81.3) %
Common School Special Account Fund
Available Balance $ 76 $ 128 (50) (80.6) %
Revenues 148 981 32 34
Expenditures 140 909 8 0.9
Ending Balance $ 84 $ 84 8  (20) (23.6) %
Education Assistance Fund
Available Balance $ 115§ 1248 (85 (40.7) %
Revenues 113 700 21 3.1
Expenditures 101 697 (52) (6.9)
Ending Balance $ 127 $ 1278 (12) (8.6) %
Common School Fund
Available Balance $ 35 8 28 (22 (50.0) %
Revenues 249 1,623 12 0.7
Expenditures 266 1,627 (5) (0.3)
Ending Balance $ 18 § 18 § 5) 21.7) %

Note: Total General Funds excludes interfund transfers while the individual funds include

such transfers. Numbers may not add due to rounding.

GENERAL FUNDS REVENUES
(Dollars in Millions)

Revenues:
State Sources:
Cash Receipts:
Income Taxes:

Individual $
Corporate
Total, Income Taxes $

Sales Taxes
Other Sources:
Public Utility Taxes
Cigarette Taxes
Inheritance Tax (gross)
Liquor Gallonage Taxes
Insurance Taxes and Fees
Corporation Franchise
Tax and Fees
Investment Income
Cook County IGT
Riverboat Gambling Taxes
Other
Total, Other Sources
Total, Cash Receipts
Transfers In:
Lottery Fund $
State Gaming Fund
Pension Contribution Fund
Other Funds
Total, Transfers In
Total, State Sources
Federal Sources:
Cash Receipts $
Transfers In
Total, Federal Sources
Total, Base Revenues
Short-Term Borrowing
Transfer from
Budget Stabilization Fund
Total, Revenues $
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Fiscal Focus Quarterly

Seven Months

Change From

Jan. Prior Year
2005 FY 2005 $ Yo
909 $ 4,246 $ 276 70 %
21 440 23) (5.0)
930 $ 4,686 $ 253 57 %
589 3,922 124 3.3
64 576 23) (3.8)
33 283 50 21.5
29 166 45 37.2
12 88 10 12.8
5 173 18 11.6
18 105 23 28.0
7 34 1 3.0
0 193 4 2.1
6 90 15 20.0
42 247 67 37.2
216 $ 1,955 $ 210 12.0 %
1,735 §$ 10,563 $ 587 59 %
44 $ 324 $ 23 7.6 %
45 363 8 2.3
0 0 (1,113) (100.0)
27 883 535 153.7
116 $ 1,570 $ _ (547) (25.8) %
1,851 § 12,133 § 40 03 %
448 $ 2,501 $ (787) (23.9) %
0 56 29 107.4
448  $ 2,557 $ _ (758) (22.9) %
2,299 $ 14,690 $ (718) “4.7) %
0 0 0 0.0
0 276 50 22.1
2,299 $ 14,966 $  (668) “4.3) %
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GENERAL FUNDS ANALYSIS OF EXPENDITURES
(Dollars in Millions)

Seven Months

Change From

Jan. Prior Year
Expenditures: 2005 FY 2005 $ Yo
Awards and Grants:
Public Aid $ 403 $ 3,301 $  (506) (13.3) %
Elem. & Sec. Education:
State Board of Education 377 3,024 166 5.8
Teachers Retirement 81 528 (52) (9.0)
Total, Elem. & Sec. Education $ 458 $ 3,552 $ 114 33 %
Human Services 240 1,782 156 9.6
Higher Education 41 403 (14) (3.4)
All Other Grants 101 771 31 4.2
Total, Awards and Grants $ 1243 $ 9,809 $ (219) 2.2) %
Operations:
Other Agencies $ 435 $ 2,908 $ 64 23 %
Higher Education 143 950 (142) (13.0)
Total, Operations $ 578 $ 3,858 $ (78) (2.0) %
Regular Transfers Out $ 223 $ 2,399 $ 1,346 127.8 %
All Other $ 0 S 51 $ 36 240.0 %
Vouchers Payable Adjustment $ 270 $ (1,205) $ (1,466) N/A
Total, Base Expenditures $ 2,314 $ 14,912 $ (381) 2.5) %
Transfers to Repay GRF Short-
Term Borrowing* 0 0 (355) (100.0)
Total, Expenditures $ 2314 3 14912 $ (736) “4.7) %

COMPARISON OF SPENDING FOR OPERATIONS BY OBJECT
(Dollars in Millions)

Seven Months

Change From

Jan. Prior Year
2005 FY 2005 $ %
Personal Services:
Regular Positions $ 333 §$ 2,104 $ 875 712 %
Other Personal Services 14 106 (29) (21.5)
Total, Personal Services $ 347 $ 2,210 $ 846 62.0 %
Contribution Retirement 32 264 93) (26.1)
Contribution Social Security 15 100 11 12.4
Contribution Group Insurance 83 577 79 159
Contractual Services 40 294 24) (7.5)
Travel 1 11 1 10.0
Commodities 10 67 2) (2.9)
Printing 1 4 0 0.0
Equipment 1 20 7 53.8
Electronic Data Processing 3 24 7 (22.6)
Telecommunications 4 32 3) (8.6)
Automotive Equipment 2 11 0 0.0
Other Operations 39 244 (893) (78.5)
Total, Operations $ 578 $§ 3,858 § (78) (2.0) %

COMPARISON OF SPENDING FOR AWARDS AND GRANTS

(Dollars in Millions)
Seven Months
Change From
Jan. Prior Year
2005 FY 2005 $ %

State Board of Education:

General State Aid $ 305§ 1,855 § 112 6.4 %

All Other 72 1,169 54 4.8
Public Aid 403 3,301 (506) (13.3)
Human Services 240 1,782 156 9.6
Higher Education:

Student Assistance Commission 36 213 (10) 4.5)

Community College Board 4 173 2 1.2

Other 1 17 6) (26.1)
Teacher's Retirement 81 528 (52) 9.0)
Children and Family Services 48 374 11 3.0
Aging 20 148 9 6.5
Revenue 0 10 (12) (54.5)
All Other 33 239 23 10.6
Total, Awards and Grants § 1243 § 9809 $ (219) 2.2) %
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FEBRUARY 2005

GENERAL FUNDS REVENUES, EXPENDITURES AND BALANCES

(Dollars in Millions)
Eight Months
Change From
Feb. Prior Year
Total General Funds 2005 FY 2005 $ %
Available Balance $ 236 $ 182§  (135) (42.6) %
Revenues 1,674 16,640  (1,028) (5.8)
Expenditures 1,748 16,660  (1,143) (6.4)
Ending Balance § 162 $ 162 $  (20) (11.0) %
General Revenue Fund
Available Balance $ 6 S 24§ 23 N/A %
Revenues 1,438 14,096  (1,056) (7.0)
Expenditures 1,441 14,117 (1,028) (6.8)
Ending Balance $ 38 38 ) (62.5) %
Common School Special Account Fund
Available Balance $ 84 $ 128 (50) (80.6) %
Revenues 113 1,094 37 3.5
Expenditures 128 1,037 27) (2.5)
Ending Balance $ 69 $ 69 $ 14 255 %
Education Assistance Fund
Available Balance § 127 § 1248 (85) (40.7) %
Revenues 55 754 14 1.9
Expenditures 106 802 (46) (5.4)
Ending Balance $ 76 $ 76 8 (25) (24.8) %
Common School Fund
Available Balance $ 18§ 28 (22 (50.0) %
Revenues 262 1,884 14 0.7
Expenditures 265 1,891 (5) (0.3)
Ending Balance $ 15 8 158 3) (16.7) %

Note: Total General Funds excludes interfund transfers while the individual funds include

such transfers. Numbers may not add due to rounding.

GENERAL FUNDS REVENUES
(Dollars in Millions)

Revenues:
State Sources:
Cash Receipts:
Income Taxes:

Individual $
Corporate
Total, Income Taxes $

Sales Taxes
Other Sources:
Public Utility Taxes
Cigarette Taxes
Inheritance Tax (gross)
Liquor Gallonage Taxes
Insurance Taxes and Fees
Corporation Franchise
Tax and Fees
Investment Income
Cook County IGT
Riverboat Gambling Taxes
Other
Total, Other Sources
Total, Cash Receipts
Transfers In:
Lottery Fund $
State Gaming Fund
Pension Contribution Fund
Other Funds
Total, Transfers In
Total, State Sources
Federal Sources:
Cash Receipts $
Transfers In
Total, Federal Sources
Total, Base Revenues
Short-Term Borrowing
Transfer from
Budget Stabilization Fund
Total, Revenues $
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Eight Months

Change From

Feb. Prior Year
2005 FY 2005 $ Yo
577 $ 4,823 $ 288 64 %
29 469 “4) (0.8)
606 $ 5292 $ 284 57 %
446 4,369 140 3.3
99 675 (@) (0.3)
33 316 50 18.8
33 200 65 48.1
11 99 14 16.5
14 186 18 10.7
12 116 12 11.5
6 41 4 10.8
83 276 20 7.8
3 93 16 20.8
33 280 66 30.8
327 % 2,282 $ 263 13.0 %
1,379  § 11,943 $ 687 6.1 %
45 3 369 $ 20 5.7 %
10 372 °) (0.5)
0 0 (1,264) (100.0)
11 894 302 51.0
66 $ 1,635 $ (944) (36.6) %
1,445 8 13,578 $ (257) (1.9) %
224 $ 2,725 $ (848) (23.7) %
5 61 27 79.4
229 $ 2,786 $ (821) (22.8) %
1,674 $ 16,364 $ (1,078) (6.2) %
0 0 0 0.0
0 276 50 22.1
1,674 $ 16,640 $ (1,028) (5.8) %
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GENERAL FUNDS ANALYSIS OF EXPENDITURES

(Dollars in Millions)

Eight Months

Change From

Feb. Prior Year
Expenditures: 2005 FY 2005 $ Yo
Awards and Grants:
Public Aid $ 291 $ 3,592 $ (516) (12.6) %
Elem. & Sec. Education:
State Board of Education 373 3,397 188 5.9
Teachers Retirement 81 609 (53) (8.0)
Total, Elem. & Sec. Education $ 454§ 4,006 $ 135 35 %
Human Services 226 2,008 152 8.2
Higher Education 146 549 (10) (1.8)
All Other Grants 75 846 42 5.2
Total, Awards and Grants $ 1,192 $ 11,001 $ (197) (1.8) %
Operations:
Other Agencies $ 362 $ 3270 $ 44 1.4 %
Higher Education 136 1,086 (158) (12.7)
Total, Operations $ 498 $ 4356 $ (114) (2.6) %
Regular Transfers Out $ 167 $ 2,567 $ 1,303 103.1 %
All Other $ 18 51 $ 37 2643 %
Vouchers Payable Adjustment $ _(d10) $ (1,315) $ (1,742) N/A
Total, Base Expenditures $ 1,748 $ 16,660 $ (713) “.1) %
Transfers to Repay GRF Short-
Term Borrowing* 0 0 (430) (100.0)
Total, Expenditures $ 1,748 $ 16,660 $ (1,143) (6.4) %

COMPARISON OF SPENDING FOR OPERATIONS BY OBJECT

(Dollars in Millions)

Eight Months

Change From

Feb. Prior Year
2005 FY 2005 $ %
Personal Services:
Regular Positions $ 301 $ 2,405 $ 1,002 714 %
Other Personal Services 14 120 (34) (22.1)
Total, Personal Services $ 315 $ 2,525 $ 968 622 %
Contribution Retirement 35 300 (109) (26.7)
Contribution Social Security 14 114 12 11.8
Contribution Group Insurance 60 637 77 13.8
Contractual Services 33 327 (22) (6.3)
Travel 1 12 1 9.1
Commodities 9 75 2) (2.6)
Printing 1 5 1 25.0
Equipment 1 20 7 53.8
Electronic Data Processing 2 26 (8) (23.5)
Telecommunications 3 36 “4) (10.0)
Automotive Equipment 1 12 0 0.0
Other Operations 23 267 (1,035) (79.5)
Total, Operations $ 498 $ 4356 $ (114) (2.6) %

COMPARISON OF SPENDING FOR AWARDS AND GRANTS

(Dollars in Millions)

Eight Months
Change From
Feb. Prior Year
2005 FY 2005 $ %
State Board of Education:
General State Aid $ 305 § 2,160 $ 132 6.5 %
All Other 68 1,237 56 4.7
Public Aid 291 3,592 (516) (12.6)
Human Services 226 2,008 152 8.2
Higher Education:
Student Assistance Commission 61 274 (10) 3.5)
Community College Board 83 256 4 1.6
Other 2 19 “) (17.4)
Teacher's Retirement 81 609 (53) (8.0)
Children and Family Services 37 411 35 9.3
Aging 23 171 12 7.5
Revenue 1 11 (16) (59.3)
All Other 14 253 11 4.5
Total, Awards and Grants $ 1,192 § 11,001 $ (197) (1.8) %
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MARCH 2005

GENERAL FUNDS REVENUES, EXPENDITURES AND BALANCES

(Dollars in Millions)
Nine Months
Change From
Mar Prior Year
Total General Funds 2005 FY 2005 $ %
Available Balance $ 162 $ 182§  (135) (42.6) %
Revenues 4,104 20,744 792 4.0
Expenditures 3,963 20,623 693 3.5
Ending Balance $ 303 § 303 8 (36) (10.6) %
General Revenue Fund
Available Balance $ 38 24§ 23 N/A %
Revenues 3,751 17,848 727 42
Expenditures 3,643 17,761 794 4.7
Ending Balance $ 111 8 111'$ (44 (28.4) %
Common School Special Account Fund
Available Balance $ 69 $ 128 (50) (80.6) %
Revenues 138 1,232 47 4.0
Expenditures 137 1,174 9) (0.8)
Ending Balance $ 70 $ 70 $ 6 94 %
Education Assistance Fund
Available Balance $ 76 $ 1248 (85) (40.7) %
Revenues 110 864 41 5.0
Expenditures 101 903 (43) (4.5)
Ending Balance $ 85 § 85§ (1) (1.2) %
Common School Fund
Available Balance $ 15 8 28 (22 (50.0) %
Revenues 287 2,172 21 1.0
Expenditures 265 2,157 3) (0.1)
Ending Balance $ 37§ 37 8 2 57 %

Note: Total General Funds excludes interfund transfers while the individual funds include
such transfers. Numbers may not add due to rounding.

GENERAL FUNDS REVENUES

Revenues:
State Sources:
Cash Receipts:
Income Taxes:
Individual
Corporate
Total, Income Taxes
Sales Taxes
Other Sources:
Public Utility Taxes
Cigarette Taxes
Inheritance Tax (gross)
Liquor Gallonage Taxes
Insurance Taxes and Fees
Corporation Franchise
Tax and Fees
Investment Income
Cook County IGT
Riverboat Gambling Taxes
Other
Total, Other Sources
Total, Cash Receipts
Transfers In:
Lottery Fund
State Gaming Fund
Pension Contribution Fund
Other Funds
Total, Transfers In
Total, State Sources
Federal Sources
Total, Base Revenues
Short-Term Borrowing
Transfer from
Budget Stabilization Fund
Cash Flow Transfer - Hospital
Provider Fund
Total, Revenues

Fiscal Focus Quarterly
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(Dollars in Millions)
Nine Months

Change From

Mar. Prior Year
2005 FY 2005 $ Yo
645 $ 5,468 $ 378 7.4 %
238 707 60 9.3
883 $ 6,175 $ 438 7.6 %
554 4,923 181 3.8
130 805 (1) (0.1)
33 350 50 16.7
32 232 80 52.6
12 111 17 18.1
39 225 3) (1.3)
17 133 13 10.8
7 47 5 11.9
23 299 19 6.8
12 105 16 18.0
41 321 73 29.4
346 $ 2,628 $ 269 11.4 %
1,783  $ 13,726 $ 888 69 %
70 $ 438 $ 21 5.0 %
45 418 14 3.5
0 0 (1,395) (100.0)
124 1,018 354 53.3
239§ 1,874 $ (1,006) (34.9) %
2,022 $ 15,600 $ (118) (0.8) %
554 $ 3,340 $ (668) (16.7) %
2,576 $ 18,940 $ (786) (4.0) %
765 765 765 N/A
0 276 50 22.1
763 763 763 N/A
4,104 8 20,744 $ 792 40 %
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GENERAL FUNDS ANALYSIS OF EXPENDITURES
(Dollars in Millions)

Expenditures:
Awards and Grants:
Public Aid
Elem. & Sec. Education:
State Board of Education
Teachers Retirement
Total, Elem. & Sec. Education

Human Services
Higher Education
All Other Grants

Total, Awards and Grants

Operations:
Other Agencies
Higher Education
Total, Operations

Regular Transfers Out

All Other

Vouchers Payable Adjustment
Total, Base Expenditures
Transfers to Repay GRF Short-
Term Borrowing
Cash Flow Transfer - Hopital
Provider Fun
Total, Expenditures
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Nine Months

Change From

Mar. Prior Year
2005 FY 2005 $ Y%
453 $ 4,045 $  (415) 9.3) %
623 4,020 221 5.8
81 690 (54) @.3)
704 $ 4,710 $ 167 3.7 %
237 2,245 175 8.5
65 613 (8) (1.3)
90 936 26 2.9
1,549 $ 12,549 $ (55) 0.4) %
418 $ 3,688 $ 65 1.8 %
174 1,260 (129) 9.3)
592 $ 4,948 $ (64) 13) %
325 % 2,892 $ 1,493 106.7 %
1 $ 52 8 38 271.4 %
731 $ (583) $ _ (854) N/A
3,198 $ 19,858 $ 558 29 %
0 0 (630) (100.0)
765 765 765 N/A
3,963 $ 20,623 $ 693 35 %

COMPARISON OF SPENDING FOR OPERATIONS BY OBJECT

(Dollars in Millions)
Nine Months
Change From
Mar. Prior Year
2005 FY 2005 $ %
Personal Services:
Regular Positions $ 278 $ 2683 $ 1,102 69.7 %
Other Personal Services 15 134 (39) (22.5)
Total, Personal Services $ 293§ 2,817 $ 1,063 60.6 %
Contribution Retirement 56 355 (94) (20.9)
Contribution Social Security 14 128 13 11.3
Contribution Group Insurance 86 723 72 11.1
Contractual Services 66 393 9 23
Travel 2 13 0 0.0
Commodities 10 86 2) 2.3)
Printing 0 5 0 0.0
Equipment 2 22 8 57.1
Electronic Data Processing 4 30 (@) (18.9)
Telecommunications 7 43 ) (2.3)
Automotive Equipment 2 15 1 7.1
Other Operations 50 318 (1,126) (78.0)
Total, Operations $ 592§ 4948 § (64) (1.3) %
COMPARISON OF SPENDING FOR AWARDS AND GRANTS
(Dollars in Millions)
Nine Months
Change From
Mar. Prior Year
2005 FY 2005 $ %
State Board of Education:

General State Aid $ 305 § 2,465 $ 152 6.6 %
All Other 318 1,555 69 4.6
Public Aid 453 4,045 (415) 9.3)
Human Services 237 2,245 175 8.5

Higher Education:

Student Assistance Commission 60 334 7 2.1

Community College Board 1 257 0 0.0

Other 4 22 (1) 4.3)
Teacher's Retirement 81 690 (54) (7.3)
Children and Family Services 36 447 26 6.2
Aging 23 194 14 7.8
Revenue 1 12 (18) (60.0)
All Other 30 283 4 1.4
Total, Awards and Grants § 1,549 $ 12,549 $ (55) 0.4) %
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APRIL 2005

GENERAL FUNDS REVENUES, EXPENDITURES AND BALANCES

Total General Funds
Available Balance
Revenues
Expenditures
Ending Balance

General Revenue Fund
Available Balance
Revenues
Expenditures

Ending Balance

Common School Special Account Fund

Available Balance
Revenues
Expenditures
Ending Balance

Education Assistance Fund
Available Balance
Revenues

Expenditures

Ending Balance

Common School Fund
Available Balance
Revenues
Expenditures

Ending Balance

(Dollars in Millions)
Ten Months
Change From
Apr. Prior Year
2005 FY 2005 $ %
$ 303 § 182§  (135) (42.6) %
2,838 23,582 1,102 4.9
2,824 23,447 1,140 5.1
$ 317 § 317 8 (173) (353) %
$ 111 8 24 8 23 N/A %
2,483 20,331 1,007 5.2
2,486 20,247 1,188 6.2
$ 108 $ 108 § (158) (59.4) %
$ 70 $ 128 (50) (80.6) %
139 1,372 56 43
138 1,313 13 1.0
$ 71 8 71 $ (7) 9.0) %
$ 85§ 1248 (85) (40.7) %
129 993 55 5.9
101 1,004 (13) (1.3)
$§ 113§ 1138 (17) (13.1) %
$ 37§ 28 (22 (50.0) %
254 2,425 71 33
266 2,422 46 1.9
$ 25§ 25§ 9 563 %

Note: Total General Funds excludes interfund transfers while the individual funds include
such transfers. Numbers may not add due to rounding.

GENERAL FUNDS REVENUES

Revenues:
State Sources:
Cash Receipts:
Income Taxes:
Individual
Corporate
Total, Income Taxes
Sales Taxes
Other Sources:
Public Utility Taxes
Cigarette Taxes
Inheritance Tax (gross)
Liquor Gallonage Taxes
Insurance Taxes and Fees
Corporation Franchise
Tax and Fees
Investment Income
Cook County IGT
Riverboat Gambling Taxes
Other
Total, Other Sources
Total, Cash Receipts
Transfers In:
Lottery Fund
State Gaming Fund
Pension Contribution Fund
Other Funds
Total, Transfers In
Total, State Sources
Federal Sources
Total, Base Revenues
Short-Term Borrowing
Transfer from
Budget Stabilization Fund
Cash Flow Transfer - Hospital
Provider Fund
Total, Revenues

Fiscal Focus Quarterly
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(Dollars in Millions)

Ten Months
Change From
Apr. Prior Year
2005 FY 2005 $ %
1,064 $ 6,531 $ 496 82 %
221 929 134 16.9
1,285  $ 7,460 $ 630 92 %
560 5,483 216 4.1
82 886 (19) (2.1)
33 383 50 15.0
31 263 88 50.3
12 123 18 17.1
50 276 (15) (5.2)
11 144 13 9.9
7 55 8 17.0
29 327 (11) (3.3)
13 118 16 15.7
49 370 76 259
317 $ 2,945 $ 224 82 %
2,162 $ 15,888 $ 1,070 72 %
53§ 491 $ 28 6.0 %
35 453 14 3.2
0 0 (1,395) (100.0)
96 1,114 265 31.2
184 $ 2,058 $ (1,088) (34.6) %
2,346 $ 17,946 $ (18) 0.1) %
278 % 3,618 $ (672) (15.7) %
2,624 $ 21,564 $ (690) 3.1) %
0 765 765 N/A
0 276 50 22.1
214 977 977 N/A
2,838 $ 23,582 $ 1,102 49 %
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GENERAL FUNDS ANALYSIS OF EXPENDITURES
(Dollars in Millions)

Expenditures:
Awards and Grants:
Public Aid
Elem. & Sec. Education:
State Board of Education
Teachers Retirement
Total, Elem. & Sec. Education

Human Services
Higher Education
All Other Grants

Total, Awards and Grants

Operations:
Other Agencies
Higher Education
Total, Operations

Regular Transfers Out

All Other

Vouchers Payable Adjustment
Total, Base Expenditures
Transfers to Repay GRF Short-
Term Borrowing
Cash Flow Transfer - Hopital
Provider Fun
Total, Expenditures

@
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Ten Months

Change From

Apr. Prior Year
2005 FY 2005 $ Yo
223 § 4,268 $  (702) (14.1) %
436 4,457 137 32
81 771 27 3.6
517 $ 5228 $ 164 32 %
187 2,432 146 6.4
38 651 3) (0.5)
52 988 ©) 0.6)
1,017 § 13,567 $ (401) (2.9) %
404§ 4,091 $ 69 1.7 %
119 1,379 ©9) 6.7)
523§ 5470 $ (30) (0.5) %
273 § 3,165 $ 1,563 97.6 %
1 8 53 8 38 2533 %
246 $ (337 $_ (559 N/A
2,060 $ 21,918 $ 616 29 %
550 550 (455) (45.3)
214 979 979 N/A
2,824 § 23,447 $ 1,140 5.1 %

COMPARISON OF SPENDING FOR OPERATIONS BY OBJECT
(Dollars in Millions)

Ten Months

Change From

Apr. Prior Year
2005 FY 2005 $ %
Personal Services:
Regular Positions $ 246 $ 2,929 $ 1,159 65.5 %
Other Personal Services 15 149 (44) (22.8)
Total, Personal Services $ 261 $ 3,078 $ 1,115 56.8 %
Contribution Retirement 49 404 (45) (10.0)
Contribution Social Security 13 141 13 10.2
Contribution Group Insurance 106 829 87 11.7
Contractual Services 32 424 1 0.2
Travel 2 15 1 7.1
Commodities 13 99 2 2.1
Printing 1 6 0 0.0
Equipment 2 24 9 60.0
Electronic Data Processing 2 32 (8) (20.0)
Telecommunications 3 46 2) “4.2)
Automotive Equipment 2 17 1 6.3
Other Operations 37 355 (1,204) (77.2)
Total, Operations $ 523 § 5470 $ (30) (0.5) %
COMPARISON OF SPENDING FOR AWARDS AND GRANTS
(Dollars in Millions)
Ten Months
Change From
Apr. Prior Year
2005 FY 2005 $ %
State Board of Education:
General State Aid 305 8 2,771 $ 30 1.1 %
All Other 131 1,686 107 6.8
Public Aid 223 4,268 (702) (14.1)
Human Services 187 2,432 146 6.4
Higher Education:
Student Assistance Commission 26 360 2) (0.6)
Community College Board 6 264 2) (0.8)
Other 6 27 1 3.8
Teacher's Retirement 81 771 27 3.6
Children and Family Services 19 466 11 2.4
Aging 23 217 17 8.5
Revenue 2 13 (17) (56.7)
All Other 8 292 (17) (5.5)
Total, Awards and Grants 1,017 $ 13,567 $  (401) 2.9 %
May 2005




Focus On Revenue concluded from page 14

license fees, $304 million from cigarette
taxes, $115 million from county nursing
home IGT agreements, and $445 million
in federal matching funds and spent
$800 million for skilled and intermediate
long term care. The Care Provider Fund
for Persons with Developmental Dis-
ability received $20 million in fee rev-
enues matched by $20 million in federal
aid and spent $36 million for intermedi-
ate care facilities and alternative com-
munity programs through the Depart-
ment of Human Services.

New Changes Possible

Revenues from special assessments and
IGT agreements have provided vital
funds to meet the ever growing needs of
the Medicaid program. While assess-

ment fees dropped from a peak of $454
million in fiscal year 1993 to $74 million
in fiscal year 2004, the new hospital
assessment will restore this source for
fiscal year 2005. Revenues from Cook
County, the University of Illinois, and
counties that operate nursing homes
have steadily increased to $1.018 billion
in fiscal year 2004. When combined with
federal matching funds and $304 million
from dedicated cigarette taxes, these rev-
enue sources generated $2.65 billion in
Medicaid expenditures, $173 million in
reimbursements to U. of 1. hospital plus
additional reimbursements to county
nursing homes, and $509 million in sup-
port of Illinois’ Medicaid program.

These successful Medicaid financing
programs may be vulnerable to federal

budget cost cutting pressures. The
Medicare, Medicaid, and SCHIP Bene-
fits Improvement and Protection Act of
2000 attempted to tighten limits on these
payments. Federal rules were promul-
gated to reduce the upper payment limit
(UPL) applicable to non-state owned
hospitals. Fortunately, a special provi-
sion protected Cook County’s long-
standing IGT arrangement with the state.

Pressure to reduce Medicaid reimburse-
ments to the states is likely to be revisit-
ed during the current year. The presi-
dent’s fiscal year 2006 budget proposals
include significant federal savings from
new limits on Medicaid reimbursements
both for IGTs and for provider taxes and
assessments. B
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