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IMPORTANCE OF CASH MANAGEMENT TOOLS
TO BATTLE STATE’S BACKLOG OF BILLS
HIGHLIGHTED IN REVENUE CHANGES

SUSANA A. MENDOZA, COMPTROLLER

While it’s generally true that increased revenues provide additional
resources to pay down the state’s backlogged bills, the form those
revenues take and how they are used are also important in
understanding how revenues are maximized.

The third quarter of fiscal year 2019 ended with $26.566 billion in
General Funds base revenues – a decrease of $3.713 billion compared
to the same point in fiscal year 2018 when federal sources are included.
While state sources declined by $1.325 billion nine months into the fiscal
year, federal sources dropped by $2.388 billion. January 2019 federal
sources dropped by $94 million compared to the previous year, and
February 2019 federal sources declined by $117 million.

The decline is due primarily to the loss of more than $6 billion in funds that
generated significant federal reimbursements in fiscal year 2018.

As part of the fiscal year 2018 budget, lawmakers authorized the
issuance of $6 billion in General Obligation bonds to pay old bills. In
November 2017, when the Office of the Comptroller received the
proceeds from the bond sale, including a premium of nearly $500 million,
the backlog had grown to $16.675 billion.

The medical bills paid from those bond proceeds
resulted in more than $2.2 billion in federal
reimbursements, which were in turn used to pay
more bills to further cut the backlog. Nearly $6.5
billion in bond proceeds was used to pay about $8.8
billion in bills in just three weeks’ time. The Office of
the Comptroller constantly works to maximize the
state’s scarce resources, but when cash
management tools provide sufficient revenues, the
Office can produce an even greater return to the
benefit of taxpayers, vendors, and providers.
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lawmakers to pay old state bills. While interfund borrowing and
Treasurer’s investments have assisted in stemming the backlog,
substantial reductions in the backlog have been through bond proceeds
and General Revenue Funds, though the latter has not occurred in
several years.

With an estimated bill backlog of $7.921 billion to close the third quarter,
and a limited amount of General Revenue Funds available to pay the
state’s bills from its vendors while making payments to elementary and
high schools, colleges and universities, and the pension systems, the
Office of the Comptroller continues to operate in triage mode for
processing the state’s bills.

As the Governor and legislators turn their full attention to the passage of
a budget for fiscal year 2020, it is important to keep in mind that while
temporary budgetary tools have been helpful in preventing the backlog
from experiencing massive increases in the past year, more direct
intervention to address the systemic budgetary imbalance and backlog of
bills is needed to drive down the backlog of unpaid bills in the future.

The Office of the Comptroller’s Special Report on Illinois’ Finances, an addendum to the Debt
Transparency Act Report for the period ending December 31, 2018, provides further detail on these tools.
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Recent cash management tools to address the
backlog have come in several forms, including
$6 billion in General Obligation bonds (Public Act
100-0023), $700 million through State
Treasurer’s investments (Public Act 100-1107),
and $783 million in interfund borrowing (Public
Act 100-0023).1 Additionally, at times in past
years, direct General Revenue Funds within the
state budget have been appropriated by
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During the third quarter of the 2019 fiscal
year, the total reported estimated bill
backlog topped $8.777 billion at the end
of the day March 19 and saw a low of just
under $7.010 billion at the end of the day
January 7. These amounts reflect the
highs and lows of the quarter once
adjusted to reflect agency reports under
the Debt Transparency Act. The total
estimated backlog must be adjusted
based on held bills reported at the agency
level, which are not reported to the Office
of the Comptroller until after the final day
of each month.

The third quarter of fiscal year 2019 began
with $6.040 billion in General Funds
payables at the Office of the Comptroller,
an increase of $381 million, or 6.7 percent,
compared to the start of the second quarter.
The third quarter ended with $6.855 billion
in General Funds payables at the Office, an
increase of $771 million, or 12.7 percent,
compared to the end of the second quarter.

After using cash management tools
authorized by the General Assembly to help
address the state’s backlog of unpaid bills,
in the third quarter the Office of the
Comptroller made repayments required
through the State Treasurer’s Office
investment tool. Between September 2018
and October 2018, the Treasurer invested
$700 million of the state’s $14 billion
investment portfolio to pay backlogged
interest-generating bills. In March, the
Office of the Comptroller repaid $200
million in principal and paid $3.590 million
in interest due. At an interest rate of 3.59%,
the Office of the Comptroller estimates this
investment tool saved the state at least
$6.610 million in interest costs.
When outstanding vouchers are
considered, the General Revenue Fund –
Illinois’ main operating account – closed the
quarter with a cash balance of negative
$5.730 billion.

Base Revenues

General Funds total base revenues
decreased by $3.713 billion, or 12.3%,
through the third quarter of the fiscal year
compared to the same period of fiscal year
2018. This is attributed to the decrease in
transfers-in from Special Bond Proceeds (a
one-time revenue in fiscal year 2018) and a
large decline in federal sources (also a result
of the use of the transfers-in from the Special
Bond Proceeds in fiscal year 2018). Factors
impacting the state’s base revenues include:

Base Expenditures

General Funds base spending – payments
released by the Office of the Comptroller –
decreased by $4.631 billion, or 14.6%,
through the third quarter of the fiscal year
compared to the same period of fiscal year
2018. Warrants issued, including prior year
adjustments, decreased by $4.160 billion
while transfers-out decreased by $471
million.

• SALES TAX: Sales tax revenues increased
by $369 million, or 6.3%, through the first
nine months of the fiscal year.

• SOCIAL SERVICES: Vouchers presented
by the Department of Healthcare and
Family Services increased by $476 million,
or 10.1%; Department of Human Services
spending increased by $94 million, or 3.4%;
Department of Children and Family
Services expenditures decreased by $3
million (0.5%); and vouchers presented by
the Department on Aging decreased by
$272 million (28.6%) through the third
quarter of the fiscal year.

• FEDERAL REVENUE: Federal revenues
decreased by $2.388 billion, or 54.5%,
through March of the fiscal year. Again, this
decrease is associated with the one-time
nature of the cash infusion from the Special
Bond Proceeds transfers in fiscal year 2018
that allowed for an increase in payments
from the General Funds for Medicaid bills
eligible for reimbursement.

• RETIREMENT SYSTEMS: Vouchers
from the Teachers’ Retirement System
increased by $293 million; State Employees’
Retirement System expenditures grew by
$18 million; and State Universities
Retirement System spending decreased by
$76 million.

• INCOME TAX: Individual income tax
receipts grew by $604 million, or 4.9%,
through March of fiscal year 2019; corporate
income tax revenues increased by $162
million, or 14.3%.

• TRANSFERS: Transfers-in decreased by
$2.541 billion through the third quarter,
largely due to the one-time nature of $2.5
billion in transfers associated with the
Special Bond Proceeds in fiscal year 2018.
Lottery Fund transfers increased by $9
million, and riverboat gambling transfers
decreased by $4 million.

• OTHER RECEIPTS: Total “all other state
sources” revenues increased by $81 million,
or 3.4%, through the third quarter.
Inheritance taxes increased by $51 million,
investment income increased by $45 million,
and corporate franchise tax and fees
increased by $30 million. However, this
growth was partially offset by a decrease of
$23 million in insurance taxes and fees and
$13 million in public utility taxes.
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• EDUCATION: Vouchers presented by the
State Board of Education increased by
$486 million, or 8.6%, through March of
fiscal year 2019. Higher education agencies
spending, excluding the retirement system,
decreased by $1.053 billion (39.3%). This
decline is attributed to the inclusion of
additional funding for fiscal year 2017 that
occurred during lapse period, which inflated
the expenditures for fiscal year 2018.

• ALL OTHER: Vouchers from all other
agencies increased by $634 million. The
largest increase among the other major
agencies was the Department of
Corrections at $388 million, or 37.3%.
Central Management Services expenditures
increased by $135 million, or 9.2%.

• TRANSFERS-OUT: Transfers-out through
March of the fiscal year decreased by
$471 million, or 16.9%. n
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