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STATE’S UNPAID BILL BACKLOG HITS RECORD $13 BILLION
S&P, Moody’s Signal Warnings about State’s Credit Ratings

Illinois’ financial challenges reached an unenviable new mark in the
third fiscal quarter when the total backlog of unpaid bills surpassed
$13 billion for the first time on March 20.

March 2017 concluded the 21st consecutive month the State of
Illinois has been without a comprehensive budget. With the
exception of elementary and high schools, 90 percent of the
functions of state government continues only by court orders,
consent decrees and continuing appropriations.
All three major credit ratings agencies delivered dismal news to the
state in the third fiscal quarter. Citing the “unprecedented failure of
the state to enact a full budget for two consecutive years and the
financial implications of spending far in excess of available
revenues…,” Fitch Ratings downgraded Illinois’ General Obligation
bonds one notch on February 1 to BBB. Standard & Poor’s and
Moody’s Investors Services followed with reports issued in March
warning that the lack of action toward a state budget is increasing

QUARTERLY HIGHLIGHTS

In March, the state’s Commission on
Government Forecasting and Accountability
revised its General Funds revenue estimates for
the 2017 fiscal year downward from its estimate
issued at the beginning of the fiscal year in July
2016 by $674 million to $30.209 billion,
including federal sources. This revised amount
is also $523 million less than the Governor’s
Office of Management and Budget estimated
will be available for the 2017 fiscal year.

At the end of the fiscal year 2017 third quarter,
the Comptroller’s Office had roughly $7.722

In its March 30 report, Moody’s Investors Services said “…the state
could quickly begin stabilizing its finances once budget balancing
measures have been reached. Liquidity would be promptly restored
because Illinois’ financial pressures have been driven by gridlock,
rather than economic conditions beyond the government’s control”
and “Failure to reach a consensus before…May 31 would signal
political paralysis, leaving Illinois on a path toward unsustainable
fiscal challenges…”
The warnings from the major credit ratings agencies are the latest
clear signals that the failure of the state to enact a comprehensive
balanced budget quickly will result in dire long-term consequences
that will further harm the state’s fiscal integrity and its residents.
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February has historically been a poor month for
revenues in Illinois, but a notable low point was
reached this fiscal quarter. In February 2017,
General Funds revenues recorded just $1.673
billion – the lowest amount generated in
February in nearly 10 years ($1.795 billion in
February 2009).

the likelihood the state will suffer further credit downgrades. The
three major credit ratings agencies all now rank Illinois’ General
Obligation bonds just two notches above speculative grade (“junk”)
status.
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billion in outstanding General Funds
payables. Compared to the same time last
year, that is an increase of almost $4.7 billion
– a spike of more than 150 percent. It is also
an increase of $1.5 billion since the second
quarter of fiscal year 2016 ended on
December 31.

The Comptroller’s Office estimates that
another $4.9 billion in General Funds
payables, including invoices on hand with the
Department of Central Management
Services for state employee group health
insurance, are being held by state agencies
and not yet reported to the Comptroller. The
Commission on Government Forecasting
and Accountability estimated the group
health insurance claims on hand to be $4.2
billion. Together, General Funds payables
with the Comptroller and those estimated
held by agencies resulted in a total backlog of
$12.622 billion at the end of the fiscal year’s
third quarter.
When outstanding vouchers payable are
considered, the General Revenue Fund –
Illinois’ main operating account – closed the
quarter with a cash balance of negative
$7.011 billion.

Base Revenues

Through nine months of fiscal year 2017,
General Funds revenues experienced
continued declines in income taxes, federal
revenues and transfers in that more than
offset slight growth in other sources. General
Funds total base revenues decreased by
$1.315 billion, or 5.9 percent. Factors
impacting the state’s base revenues so far
this year include:
• INCOME TAX: Individual income tax
receipts decreased by $128 million (1.4
percent) through March of fiscal year
2017, while corporate income tax
revenues deteriorated by $650 million
(50.0 percent).
• SALES TAX: Through nine months of the
fiscal year, sales tax revenues fell by $6.0
million (0.1 percent).

• TRANSFERS: Transfers in decreased by
$89 million through the third quarter of the

fiscal year, most of which can be attributed
to a reduction in transfers from the Income
Tax Refund Fund and the Capital Projects
Fund. Lottery Fund transfers were up $24
million, but riverboat gambling transfers
decreased by $9 million. Transfers from
the Budget Stabilization Fund are
excluded from base revenue analysis for
fiscal year 2016. However, in fiscal year
2017, the Budget Stabilization Fund was
appropriated for expenditures and
therefore cannot be used for transfers.

• FEDERAL REVENUE: Federal revenues
deteriorated by $486 million (22.6 percent)
through March of fiscal year 2017. The
decrease is due to a reduction in
payments from the General Funds for
Medicaid bills eligible for reimbursement.

• OTHER RECEIPTS: Revenues from other
state sources increased by $44 million, or
1.9 percent, from the previous fiscal year.
Specifically, “all other” sources increased
by $126 million. This increase was partially
offset by declines in inheritance taxes ($52
million) and public utility taxes ($43
million).

Base Expenditures

General Funds base spending – payments
released by the Office of the Comptroller –
decreased by $1.753 billion (7.8 percent),
through the first nine months of the fiscal
year. Warrants issued, including prior year
adjustments, declined by $1.329 billion, while
transfers out decreased by $424 million.
However, vouchers presented by state
agencies increased by $2.221 billion, or 11.5
percent. This increase is largely due to timing
of vouchers presented by state agencies and
higher education agencies that didn’t have
appropriations in place from which to spend
through the first three quarters of the prior
fiscal year.
• SOCIAL SERVICES: Vouchers presented
by the Department of Healthcare and
Family Services (primarily for Medicaid
spending) increased by $543 million, or
14.2 percent, through March of fiscal year
2017. Vouchers presented by the
Department of Human Services declined
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by $116 million (4.5 percent) and
Department on Aging vouchers were down
$68 million (14.2 percent). Department of
Children
and
Family
Services
expenditures decreased by $12 million
(2.3 percent) through the first nine months
of the fiscal year.

• EDUCATION: Vouchers presented by the
State Board of Education were up $533
million, or 10.8 percent, through the third
quarter. General Funds appropriations for
General State Aid for schools increased by
$639 million this fiscal year compared to
last fiscal year. In addition, $253 million
was appropriated from the Fund for the
Advancement of Education, which
receives a portion of the state income tax.
This appropriation was $193 million less
than the appropriation from the fund in
fiscal year 2016. Vouchers presented by
higher education agencies, excluding the
State Universities Retirement System,
increased by $694 million, or 3,304.8
percent, due to appropriations in place at
the beginning of fiscal year 2017 that were
not in place until the fourth quarter of fiscal
year 2016.

• RETIREMENT SYSTEMS: Teachers’
Retirement System (TRS) vouchers were
up $187 million, and State University
Retirement
System
expenditures
increased by $285 million (due to the
timing of vouchers presented). Vouchers
from the State Employees’ Retirement
System were down by $53 million.
• ALL OTHER: Central Management
Services had the largest increase among
the other major agencies at $158 million.
This amount was used to pay bills other
than state employee health insurance (as
of the end of third quarter, there remains
no appropriation in place for state
employee health insurance). Department
of Corrections spending was up $64
million, or 8.8 percent.
• TRANSFERS OUT: Transfers out
decreased by $424 million (12.8 percent)
when compared to the prior fiscal year. As
of the end of March, the backlog still
includes transfers from fiscal year 2016. n
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