
 

1 
 
 

 

                                
 

 
 

 
 

FISCAL YEAR 2005 THIRD QUARTER FINANCIAL REVIEW 

 
  

OPERATING HIGHLIGHTS 
 
As illustrated in Table I and detailed in Appendix I, total state and federal revenues totaled $6,108 
million, or $514 million (9.2%) above FY2004’s level.  Total Revenues and Operating Transfers In for 
the third quarter of FY2005 were $6,549 million, a $356 million (5.7%) increase from comparable 
collections of FY2004.  These increases were primarily attributable to economic expansion.  Total 
Operating Receipts increased by $682 million (10.3%) due to the $763 million Transfer in from 
Hospital Provider Fund in FY2005.   
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FY 04 FY 05 Change % Change FY 04 FY 05 Change % Change
OPERATIONS
General Funds Revenues** 5,594$             6,108$             514$              9.2% 16,750$              17,394$       644$          3.8%
Operating Transfers In 599$                441$                (158)$             -26.4% 1,574$                1,546$         (28)$          -1.8%
Total Revenues and Operating 
Transfers In 6,193$             6,549$             356$              5.7% 18,324$              18,940$       616$          3.4%
Pension Obligation 
Reimbursement Transfers 437$                -$                     (437)$             -100.0% 1,402$                -$                 (1,402)$     -100.0%
Transfers In from Hospital 
Provider Fund*** -$                     763$                763$              N/A -$                       763$            763$          N/A
Total Operating Receipts 6,630$             7,312$             682$              10.3% 19,726$              19,703$       (23)$          -0.1%

General Funds Expenditures 5,713$             6,545$             832$              14.6% 17,901$              16,966$       (935)$        -5.2%
Operating Transfers Out**** 524$                715$                191$              36.5% 1,399$                2,039$         640$          45.7%

Total Operating Disbursements 6,237$             7,260$             1,023$           16.4% 19,300$              19,005$       (295)$        -1.5%

Cash Basis Operating 
Surplus/(Deficit) 393$                52$                  (341)$             -86.8% 426$                   698$            272$          63.8%

(in millions)

Third Quarter YTD

Table I
OPERATING HIGHLIGHTS*

Third Quarter
FY2004 vs. FY2005

***Transfers associated with additional federal Medicaid reimbursements and revenues from the Hospital Assessment Tax initially deposited to the Hospital Provider Fund.

*Refer to Appendix I for details.

**FY04 revenues include Tax Amnesty Receipts.

****Excludes Transfer Out to repay Short-Term Borrowing, which is shown in Table II as a Financing Use.
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Total expenditures were up by 16.4% or $1.023 billion in the third quarter of FY2005 although 
remained less than FY2004 year-to-date, primarily due to disbursements that reduced outstanding 
payables as well as an increase in cash disbursements. 
 
The State issued $765 million in short-term borrowing in March 2005 as a means of increasing Federal 
Medicaid reimbursements and will repay $770 million (including $5 million interest) on June 3, 2005.    
After their expenditure, the resulting federal revenue match and revenues from the Hospital 
Assessment Tax were transferred back into GRF. The State will have a net savings in interest costs of 
$18 million as a result of the short-term borrowing.   
 
REVENUES AND OPERATING TRANSFERS IN 
 
As detailed in Appendix I and excluding Federal revenues, total State Revenues increased by $419 
million or 9.4%. All major state revenue sources were up from FY2004, except for Insurance Taxes 
and Fees.   
 

• Income Taxes ($281 million increase): Gross Individual Income Tax collections were up by 
9.8% or $212 million from the third quarter of FY2004.  The $124 million Voluntary 
Compliance Program (VCP) receipts, originally budgeted at $100 million, explained part of the 
increase, while the remainder was an indication of the improving economy.  The year-to-date 
increase in Gross Individual Income tax was $317 million, or 5.5%.   

 
Gross Corporate Income Tax collections were up 9.5% or $33 million in the third quarter, due 
to the expanding economy.  Year-to-date Gross Corporate Income Tax collections were down 
by $17 million or 1.8%. Excluding the tax amnesty factor in FY2004, the year-to-date Gross 
Corporate Income Taxes would have been up by $182 million, or 19%. 

 
Net income tax revenues deposited into the General Funds increased by $281 million in the 
third quarter.  The increase included a $36 million reduction of deposits into the Income Tax 
Refund Fund, reflecting the reduction of the Income Tax Refund backlog.  Through the first 
nine months of FY2005, net income tax receipts were $438 million or 7.6% above the prior 
year’s level. 

 
• Sales Taxes ($81 million increase): Sales Taxes were up 5.4% in the third quarter of FY2005 

compared to a year ago.  In the first nine months, Sales Taxes have increased by $181 million 
or 3.8%. Excluding the tax amnesty receipts collected in FY2004, the year-to-date increase 
would have been $275 million or 5.8% over the base revenues. 

 
• Inheritance Taxes ($42 million increase): The 81% growth was primarily due to the 

settlement of large estates and the decoupling from federal tax requirements that occurred last 
year.  

 
• Public Utility Taxes ($9 million increase): Temperatures have been warmer than average, yet 

Electricity and Natural Gas receipts have increased 3% this quarter.  The increased usage is 
likely due to an improving economy. 

 
• Insurance Taxes and Fees ($18 million decrease): The $18 million (24%) decrease was 

primarily due to a significant increase in the retaliatory tax offset in calendar year 2004 for 
taxes collected in FY2005. 
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• All Other Revenues ($24 million increase):  Investment Income and Liquor Gallonage Taxes 
increased by $7 million and $5 million, respectively, in the third quarter of FY2005.  Corporate 
Franchise Tax and Fees and Cook County Intergovernmental Transfers increased by $3 million 
in combination. Other state sources went up by $9 million mainly due to an increase in fee 
receipts. 

 
• Operating Transfers In ($158 million decrease): The change was partly due to a $97 million 

decrease in Administrative Chargebacks in the third quarter. Another $45 million was 
attributable to the decrease in Efficiency Initiative Revolving Fund transfers.  Both transfers 
were budgeted at lesser amounts for FY2005.  No Transfers In from the Pension Contribution 
Fund are scheduled for FY2005. 

 
• Federal Revenues ($95 million increase):  In the third quarter, federal revenues totaled 

$1,232 million.  Although the Medicaid reimbursement rate dropped from 53% in prior fiscal 
year to 50%, for FY2005, the increase of federal match related to the $765 million short-term 
borrowing in March 2005 resulted in a net increase of $95 million (8.4%) federal revenues in 
the third quarter. 

 
DISBURSEMENTS (EXPENDITURES AND TRANSFERS OUT) 
 
As further detailed in Appendix II, total cash disbursements were $7,260 million, an increase of $1,023 
million (16.4%) for the quarter, but year-to-date still remains below FY2004. Excluding the $347 
million paydown of outstanding vouchers payables carried over from the second quarter, the increase 
of cash expenditures was $676 million.  
  
Award and Grants  ($365 million increase): The increased spending of 10.1% during the second 
quarter included Public Aid, State Board of Education, Human Services, Higher Education and All 
Other Grants.  The $262 million (29.6%) increased spending in Public Aid was due to the reduction of 
Medicaid liabilities in the third quarter.  However, year-to-date cash disbursements were $415 million 
(or 9.3%) lower than last fiscal year’s level.  State Board of Education spending increased by $75 
million (5.8%) reflecting the increase in budgeted appropriations.  The $21 million (3.1%) increase in 
Human Services spending was due to increased FY2005 appropriations in Child Care and Home 
Services Programs, Developmental Disabilities grants, and advanced payment for fee-for-service 
contracts.  
 
Operations ($119 million increase): In the third quarter, total Operations Disbursements increased by 
$119 million (7.7%).  However, year-to-date expenditures were $64 million lower than last year’s 
level.  The increase in the third quarter was primarily due to reducing accounts payable.  
 
Operating Transfers Out ($191 million increase): Operating Transfers Out increased by 36.4% over 
last year’s level, primarily due to increased debt service transfers to repay general obligation bonds, 
which was approximately $136 million. 
 
Transfers to Repay Short-Term Borrowing ($400 million decrease): There was no repayment of 
short-term borrowing in the third quarter of FY2005.  
 
 
 



 

4 
 
 

FINANCIAL POSITION 
 
In the third quarter of FY2005, Total Cash Receipts exceeded Total Cash Disbursements by $52 
million, increasing the State’s General Funds cash balance from $251 million on December 31, 2004, 
to $303 million on March 31, 2005.  A Summary is provided in Table II and details are included in 
Appendix II.  
 
Liquidity  
 
Current liabilities decreased by $93 million from the comparative period last year. General Funds 
Accounts Payable decreased marginally from $693 million during the third quarter of FY2004 to $674 
million in the same period of FY2005.  Income Tax Refund liabilities decreased from $153 million in 
the third quarter of last fiscal year to $79 million by the end of the third quarter of FY2005.    
 
 

FY 04 FY 05 Change
CASH BALANCE
General Funds Cash Balance (12/31) 346$                  251$        (95)$               
Cash Basis Operating Surplus/(Deficit) in the Third Quarter 393$                  52$          (341)$             
Short-Term Borrowing -$                      765$        765$              
Transfer Out to Repay Short-Term Borrowing (400)$                -$             400$              
Cash Flow Transfer to Hospital Provider Fund -$                      (765)$       (765)$             
Transfer  In from Budget Stabilization Fund -$                      -$             -$                   
General Funds Cash Balance (3/31) 339$                  303$        (36)$               
Budget Stabilization Fund Cash Balance (3/31) -$                      -$             -$                   
Total Cash Balance  (12/31) 339$                  303$        (36)$               

CURRENT LIABILITIES
General Funds Accounts Payable (3/31) 693$                  674$        (19)$               
Income Tax Refunds Payable (3/26) 153$                  79$          (74)$               
Total 846$                  753$        (93)$               

FY2004 vs. FY2005
(in millions)
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