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INTRODUCTION

State statute requires the Office of Management and Budget to prepare and submit an
assessment of the State’s capital needs both current and five years forward (20 ILCS
3010/1). This is presented as part of the Governor's Budget. The Commission on
Government Forecasting and Accountability, in turn, is statutorily required each year to
submit a capital plan analysis based on this information and to prepare a consolidated
review of the debt of State bonding authorities, and a review of the State’s debt and
ability to further market bonds. (25 ILCS 155/3)

The Capital Plan Analysis is divided into four sections. The first section of the report
uses the Governor's capital expenditure plan, which lists projects to be funded from the
FY 2016 appropriation request. It is used as a basis for looking at the Governor's
project priorities and provides insight into what can be expected to occur if the
Governor’s budget recommendation is approved. Bond-funded capital projects fall
under the following categories: capital facilities (including public museums, library
grants, higher education facilities, etc.) school construction, anti-pollution, coal and
energy development, Transportation A (roads and bridges), Transportation B (mass
transit, rail and aeronautics), Transportation D (Illinois Jobs Now roads and bridges),
and economic development (Build Illinois bonds).

The second section looks at how the Governor’s FY 2016 recommended capital plan
would affect the State’s bonded indebtedness. Illinois issues several forms of formal
long-term debt. State Supported bonds include the State's general obligation bonds,
State-issued revenue bonds, and locally-issued revenue bonds that are repaid or secured
by the State. This section includes available authorization, the level of outstanding
debt, future debt issuance, and annual debt service. Although Pension Obligation
Bonds and Notes are not a part of the Capital Budget, they will be noted throughout the
report due to their impact on the State’s debt.

The third section discusses current bond-related topics and legislation that affect either
the State’s debt or the debt of one of the bonding authorities. It also includes
information related to programs and borrowing that the Commission monitors: the
School Construction Program, and the State’s debt responsibility and transparency
guidelines set by the Legislature.

The final section of the report concerns Non-State Supported debt, which consists of
those bonds and Certificates of Participation which are issued by State universities and
authorities created by the State, but for which the State is said to have only a moral
obligation or no obligation to repay.

Information for this report was provided by the Governor’s Office of Management and
Budget, the Office of the Comptroller, bonding authorities and State universities.






EXECUTIVE SUMMARY

The State has released $12.9 billion in bonded projects for the Illinois Jobs Now capital
program, and spent a total of $23.4 billion as of September 30, 2014. Current bond
authorization for the IJN program is approximately $16.2 billion, with $11.4 billion sold
year-to-date. The Governor’s FY 2016 new capital projects proposal totals approximately
$3.3 billion in new appropriations and $15.6 billion in reappropriations. New projects
would be funded by $145 million in Federal funds, $2.9 billion in State funds, and $250
million in bond funds.

As shown throughout this report, the most recently passed capital program, Illinois Jobs
Now, has run its course. The Rauner Administration has indicated their desire to create a
new multi-year capital program. To do so, however, would require additional revenues.
As the report points out, there are funding deficiencies in key areas of the current program,
i.e. Capital Projects Fund and School Infrastructure Fund. Until new revenues are
identified, the State’s ability to issue substantial new debt is constrained.

FY 2014 transfers out of the Capital Projects Fund of $145.9 million were carried over into
FY 2015, adding to the Fund’s problems in FY 2015 cash flow. Those transfers were
eventually made by December 31, 2014. Capital Projects Fund revenues are not sufficient
to cover all of the transfers out required by statute. As a result, the shortfall is expected to
be $360 million in FY 2015 and grow to $553 million in FY 2016.

CAPITAL PROJECTS FUND TRANSFERS OUT

FY 2015 FY 2016

Revenue $818,400,000 $830,400,000
Transfer Out Demands

General Obligation Bond Retirement & Interest Fund $648,878,726 $641,688,060

Build Illinois Bond Retirement & Interest Fund $138,367,051 $136,772,116

General Revenue Fund $245,178,200 $245,178,200

Total Transfers Out Demands $1,032,423,977 $1,023,638,376

Previous FY shortfalls $145,926,108 $359,950,085

Balance -$359,950,085 -$553,188,461

* Source: The Office of the Comptroller

Moneys in the School Infrastructure Fund and the Capital Projects Fund are transferred to
the General Obligation Bond Retirement and Interest Fund to pay for school construction
bond debt service. Due to an oversight in the statutory language related to the School
Infrastructure Fund, the calculation for the amount to transfer from the School
Infrastructure Fund to GOBRI includes the debt service required on the Illinois Jobs Now
bonds even though they are paid for by transfers from the Capital Projects Fund. As a
result, there is too much money being taken out of the School Infrastructure Fund,
depleting it. Those extra funds sit in GOBRI and cannot be utilized. Due to too much
being transferred out, “required” transfers out from the School Infrastructure Fund are
approximately one year behind.

The State Universities’ Certificates of Participation Act applied until December 31, 2014
and has not been renewed, therefore, State universities can no longer sell Certificates of
Participation. The Act does allow for the refunding of previously issued COPs.

il



Table 1 ILLINOIS BONDS AT A GLANCE

(in millions)

FY 2014 FY 2015* $ Change % Change FY 2016* $ Change % Change

estimated estimated estimated

General Obligation 3,675.0 250.0 -3,425.0 -93.2% 1,050.0 800.0 320.0%

Revenue 402.0 0.0 -402.0 -100.0% 200.0 200.0 100.0%
Total $4,077.0 $250.0 -$3,827.0 -93.9% $1,250.0 $1,000.0 400.0%
Outstanding Principal

General Obligation 28,880.0  27,094.0 -1,786.0 -6.2% 27,414.0 320.0 1.2%

Revenue 3,034.0 2,790.0 -244.0 -8.0% 2,743.0 -47.0 -1.7%
Total $31,914.0 $29,884.0  -$2,030.0 -6.4% $30,157.0 $273.0 0.9%

General Obligation $3,132.1 $3,550.9 418.8 13.4% $3,101.4 -449.5 -12.7%

Revenue $361.8 $383.9 22.1 6.1% $372.9 -11.0 2.9%
Total $3,493.9  $3,934.8 $440.9 12.6% $3,474.3 -460.5 -11.7%

General Revenues $36,718.0 $34,099.0  -$2,619.0 -71% $32,139.0  -$1,960.0

G.0O. & Revenue
Debt Service as %
General Revenues 9.52% 11.54% 10.81%

GO Bond Rating
Moody's
Standard & Poor's
Fitch

**Bond estimates for FY 2015 and FY 2016 are from the Governor’s Office of Management and Budget FY 2016
Capital Plan Budget Request and current Bond Sales.

AGeneral Revenues estimates shown for FY 2015 and FY 2016 are from CGFA March 2015 revised estimates, based
on current law.

Note: Outstanding Principal and Debt Service include Pension Bonds/Notes, but do not include refunding sales or
Short-term borrowing.

Illinois sold $3.675 billion in G.O. bonds and $402 million of Build Illinois bonds for
FY 2014. A $1.3 billion G.O. bond sale which began in June of 2013 did not close
until July 2013, therefore the Governor’s Office of Management and Budget counts that
amount in FY 2014.

For FY 2015, GOMB estimates G.O. bond sales of $250 million and no Build Illinois
bond sales.

The Governor’s Office of Management and Budget plans to sell $1.05 billion of
General Obligation bonds and $200 million of Build Illinois bonds in FY 2016.

Current General Obligation bond authorization for capital projects is $31.375 billion.
Total Build Illinois bond authorization equals $6.246 billion.

v
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FY 2016 Capital Plan Appropriations

The State has released $12.9 billion in bonded projects for the Illinois Jobs Now capital
program, and spent a total of $23.4 billion as of September 30, 2014. Current bond
authorization for the IJN program is approximately $16.2 billion, with $11.4 billion
sold year-to-date. The remaining funding for the program comes from revenues,
including state funds (i.e. State Construction Account Fund, Water Revolving Fund,
Park and Conservation Fund), federal sources (i.e. Federal Mass Transit Trust Fund,
Flood Control Land Lease Fund) and local matching funds.

The Governor’s FY 2016 new capital projects proposal totals approximately $3.3
billion in new appropriations and $15.6 billion in reappropriations. These new projects
would be paid for by $145 million in Federal funding, $2.9 billion in State funds, and
$250 million in bond funds. Table 2 shows requested FY 2016 and actual FY 2015
capital appropriations by fund type.

TABLE 2

FY 2016 CAPITAL PLAN REQUESTED APPROPRIATIONS

FUND TYPE NEW RE- TOTAL
APPROPRIATIONS APPROPRIATIONS

$3,331,688,159

$15,641,753,170

FY 2015 CAPITAL PLAN APPROPRIATIONS

FUND TYPE

NEW

RE-

Bond $250,000,000 $7,465,476,817| $7,715,476,817
State Funds $2,936,763,159 $7,463,272,699| $10,400,035,858
Federal/Trust $144,925,000 $713,003,654 $857,928,654

$18,973,441,329

APPROPRIATIONS APPROPRIATIONS

Bond $1,166,261,844 $8,691,574,580( $9,857,836,424
State Funds $2,854,416,500 $7,468,416,576| $10,322,833,076
Federal/Trust $155,725,000 $694,153,654 $849,878,654

$4,176,403,344

$16,854,144,810

$21,030,548,154

Capital project appropriations to the Capital Development Board (CDB) and through
CDB for other agencies equal $260 million in new appropriations and $2.1 billion in
reappropriations, mainly from bond funds. The remainder of the Governor’s request of

new appropriations would be appropriated to specific agencies outlined on page 13.

TABLE 3

FUND TYPE

NEW

RE-

APPROPRIATIONS APPROPRIATIONS

FY 2016 CDB REQUESTED APPROPRIATIONS

TOTAL

Capital Development

$250,000,000

$1,563,933,593

$1,813,933,593

TOTAL

$260,000,000

$2,059,662,799

School Construction $0 $369,888,134 $369,888,134
Build Illinois $0 $125,725,959 $125,725,959
CDB Contributory Trust $10,000,000 $0 $10,000,000
Asbestos Abatement $0 $115,113 $115,113

$2,319,662,799




FY 2016 capital plan new appropriations would predominantly be paid from pay-as-
you-go funding consisting of 58.3% from the Road Fund and the State Construction
Fund combined, 29.8% from other State funds and 4.3% of Federal and Trust funds.
There would be only $250 million from Bond funds comprising only 7.5% of the
funding for new appropriations.

CHART1

FY 2016 Capital Plan Funding
New Appropriations By Type of Fund

(in millions)

Road & State Construction Funds
58.3%

Federal/T rust Funds
4.3%

Bond Funds
7.5%

Other State Funds
29.8%

Breaking out just State pay-as-you-go funding, approximately 63.1% percent for
FY 2016 new appropriations would come from the Road Fund and State Construction
Fund combined for road, bridges and rail projects under IDOT. Another 26.3% of
State Funds would be for wastewater and drinking water projects from the State’s
Water Revolving Fund. Approximately 5.9% comes from various State funds that
receive fees for the funding of projects under the departments of Agriculture, Natural
Resources and Transportation (such as the Agricultural Premium Fund, Natural Areas
Acquisition Fund, State Boating Act Fund, Grade Crossing Protection Fund). The
remaining 4.7 % is from Federal Trust Funds for grants related to airports, mass transit,
abandoned mined lands reclamation, forests, floods and fires.

The Road Fund and State Construction Fund receive revenues from various sources,
but mainly from Motor Vehicle Licenses, Operators Licenses, Motor Fuel Taxes,
vehicle-related fees, and the Federal Government. From FY 2005 through FY 2014,
approximately 50% - 60% of these combined Funds were used for Transportation-
related construction projects on a pay-as-you-go basis, and between 7% to 12% of the
Road Fund has gone to pay debt service on Transportation A Bonds which also fund
road and bridge capital projects.



The following chart shows a ten-year history, from FY 2005 through FY 2014, of
revenues received in the Road Fund and State Construction Fund (Source: Office of the
Comptroller).

CHART 2 Road Fund & State Construction Fund Revenues
($ in millions)

4,000
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3,000 1
2,500 -
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The chart below shows a ten-year history of expenditures from the combined Road
Fund and State Construction Funds (Source: Office of the Comptroller).

CHART 3 Road Fund and State Construction Fund Expenditures
($ in millions)
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Bond Funds Appropriations

CHART4 FY 2016 Bond Appropriations
New v. Reappropriations
$ Millions
\ \ \
Capital Facilities $2,177
School Construction| $390
Anti-Pollution :l $58
Transportation A ] $35
Transportation B | $2,245
Transportation D | s1,581
Coall/Energy Dev.] $20
Build Illinois | s1.211
\ \
$0 $500 $1,000 $1,500 $2,000 $2,500 $3,000 $3,500 $4,000 $4,500 $5,
Capital Facilities choolConstruction| Anti-Pollution Transportation A | Transportation B | Transportation D | CoalEnergy Dev. Build Illinois
Re-appropriations $1927 $390 $58 $35 $2,245 $1581 $20 $1211
New Appropriations $250 $0 $0 $0 $0 $0 $0 $0

Source: GOMB

CIRe-appropriation™New Appropriations

00

Chart 4 compares Bond Fund new appropriations versus reappropriations by bond fund.
Under this new plan, there are only $250 million in new appropriations from bond
funds for deferred maintenance on State facilities.

The Transportation D category was created specifically for the Illinois Jobs Now

legislation with authorization for road and bridge projects.

This category receives

funding from the Capital Projects Fund, also created specifically for the funding of
Illinois Jobs Now projects or to pay for the debt service on bonds sold under the Illinois
Jobs Now program.



History of Appropriations from All Funds

A ten-year history of all appropriations from pay-as-you-go as well as bond funds from
FY 2007 to requested FY 2016 is illustrated in the chart below. New appropriations
increased dramatically in FY 2010 to $18 billion due to the Illinois Jobs Now Capital
Program. Since then, new appropriations have remained steady from approximately $3
billion - $4 billion annually. FY 2016 new appropriations are requested to be $3.3
billion. New appropriations will likely remain low for the next few years due to
funding issues and the large amount of projects from the Illinois Jobs Now program that
remain to be completed.

In FY 2011 and subsequent fiscal years, project funding that had not been spent in
FY 2010 from the Illinois Jobs Now program appears as reappropriations. As
construction projects get underway and completed, reappropriations will be drawn
down until a new capital program is created.

CHART5
10-Year History of Appropriations from all Funds
Newv. Reappropriations
$ Millions
35,000
30,000 29.076 g 547
26,060
25,000

22,796 22,276
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FY 2007 | FY 2008 | FY 2009 | FY 2010 | FY 2011 | FY 2012 | FY 2013 | FY 2014 | FY 2015 | FY 2016*
New Appropriations| 3,157 2,464 7,081 18,042 3,205 2,978 2,004 3,434 4,176 3,332
Reappropriations 6,726 6,415 6,856 11,034 25,037 23,081 20,792 18,842 16,854 15,642

TIReappropriations MNew Appropriations

Source: GOMB




History of Appropriations from Bond Funds

Chart 6 shows the amount of new appropriations versus reappropriations of all bond
funds, including Build Illinois bond funds. Historically, the majority of bond project
funding came from general obligation bond funds. In FY 2010, a significant portion of
project appropriations came from the Build Illinois Bond Fund. Total bond funds
combined for fiscal years 2007 through requested appropriations for 2016 are shown in
the chart.

In FY 2003 combined bond fund new appropriations dipped below the $2 billion level.
From FY 2005 through FY 2009, the only years with any real bond funding for capital
appropriations were FY 2006 with $1.4 billion and FY 2009 with $1.5 billion. The
remaining years in that time period had new appropriations under $200 million, with
FY 2008 being $0. Under the Illinois Jobs Now program, new bond fund
appropriations increased dramatically to $14.6 billion in FY 2010 (Funds that were not
expended in FY 2010 are counted as reappropriations in subsequent years). In
FY 2015, the State spent almost $1.2 billion in new appropriations, mostly for
Transportation projects. The Governor’s new bond appropriations request for FY 2016
is $250 million for deferred maintenance of State facilities.

CHART 6 10-Year History of Combined Bond Funds
New Appropriations v. Reappropriations
. (Includes Build lllinois Bond Funds)
$ Millions
20,000.0
18,000.0
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16,000.0
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FY 2007 | FY 2008 | FY 2009 | FY 2010 | FY 2011 | FY 2012| FY 2013 | FY 2014 | FY 2015 | FY 2016*
New Appropriations ~ 192.9 0.0 1,540.0 | 14,616.0 513.0 365.0 19.0 141.0 | 1,166.3 250.0
Reappropriations| 2,972.8 | 2,590.0 | 2,212.0 3,316.0 | 16,895.0| 14,991.0| 13,209.0| 11,222.0| 8,691.6 | 7,465.5
CIReappropriations MNew Appropriations
Source: GOMB




The Capital Projects Fund

The Capital Projects Fund (CPF) was created to help fund the Illinois Jobs Now capital
program [Public Act 96-0034]. Subject to appropriation, it is to be used for capital
projects and the payment of debt service on bonds issued for capital projects. Public
Acts 96-0034, 96-0037, and 96-0038 generated the revenues for the Fund. There are
five revenue streams that make up the Fund (See following pages for further details).

CAPITAL PROJECTS FUND REVENUES

in millions

Estimated Estimated

Revenue Source FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
30% VIDEO TERMINAL TAX $0.0 $0.0 $0.0 $24.5 $114.4 $187.0 $196.0
LOTTERY FUND* $32.9 $54.1 $65.2| $135.0 $145.0 $145.0 $145.0
SALES TAX $39.0 $52.0 $52.7 $54.0 $55.0 $55.0 $55.0
LIQUOR TAX ** $77.5| $105.2| $114.8] $115.1 $115.0 $119.0 $119.0
Transfer In $0.0 $0.0 $0.0 $0.3 $0.3 $0.3 $0.3
VEHICLE RELATED $117.7| $294.6] $299.7] $298.4 $304.0 $312.0 $315.0
INVESTMENT INCOME $0.0 $0.1 $0.1 $0.0 $0.1 $0.1 $0.1
Other Taxes -$0.2 $0.0 $0.0 $0.0 $0.0 $0.0
TOTAL $267.1 $505.8 $532.5 $627.3 $733.8 $818.4 $830.4

*The transfer from the Lottery Fund for FY 2010 actually occurred in FY 2011 due to timing issues, but is placed
in FY 2010 for the purposes of this discussion. Transfers for FY 2015 and FY 2016 may not occur due to the
current issues between the State and Northstar.

**The $140.6 million of protested Liquor Tax Revenues from FY 2010 ($60.2 million) and FY 2011 ($80.3
million) was transferred to the Capital Projects Fund in FY 2012 . The transferred amounts have been averaged
out for the 9 months of FY 2010 and 12 months of FY 2011 that the tax was in effect.

Moneys in the Capital Projects Fund are to be transferred out to three funds:
e General Obligation Bond Retirement and Interest Fund (GOBRI) - for General

Obligation Bond debt service from the Illinois Jobs Now program,

e Build Illinois Bond Retirement and Interest Fund (BIBRI) - for Build Illinois
Bond debt service from the Illinois Jobs Now program, and

e $245 million annually to the General Revenue Fund (GRF).

When the Fund is behind on its transfers from previous fiscal years, completing those
carried over transfers becomes a priority. The prior year transfers are to be completed
by December of the succeeding year; otherwise permission is required from the
Governor to carry the amounts over still to be paid.

In FY 2014, transfers out of the Capital Projects Fund of $145.9 million were
carried over into FY 2015, adding to the problems in FY 2015 cash flow. Those
transfers were eventually made by December 31, 2014. The table on the next page
shows that Capital Projects Fund revenues are not sufficient to cover all of the
transfers out required by statute. As a result, the shortfall is expected to be $360
million in FY 2015 and grow to $553 million in FY 2016. The Road Fund can be
used as a backup for funding but must be paid back the next month before any other
priority is met; therefore, the Road Fund backup is not useful in the long-term.



TABLE 5 CAPITAL PROJECTS FUND TRANSFERS OUT

FY 2015 FY 2016

Revenue $818,400,000 $830,400,000
Transfer Out Demands

General Obligation Bond Retirement & Interest Fund $648,878,726 $641,688,060

Build Illinois Bond Retirement & Interest Fund $138,367,051 $136,772,116

General Revenue Fund $245,178,200 $245,178,200

Total Transfers Out Demands $1,032,423,977 $1,023,638,376

Previous FY shortfalls $145,926,108 $359,950,085

Balance -$359,950,085 -$553,188,461

* Source: The Office of the Comptroller

There are still issues with two of the CPF revenue streams keeping it from reaching full
implementation. In the beginning, many local governments banned Video Gaming.
Since the program has gotten underway, numerous local governments have overturned
their ban. The Commission calculates that the percentage of the State’s population that
lives in an area banning video gaming declined from 63.3% to 48.1% in 2013 and
declined further to 45.0% as of July 2014. The City of Chicago makes up nearly half
of this population at 21.0%, as they have not opted in to video gaming.

There were delays in the awarding of a Lottery management agreement with a private
firm (Northstar). In the three years since the beginning of the agreement, the State and
Northstar have been through third party mediation several times, primarily because
Northstar was not reaching its predicted net income target levels and didn’t want to pay
the penalty required in the contract. The Lottery transfer to the CPF didn’t exceed
$100 million until FY 2013. Amounts from FY 2013 and FY 2014 have been higher
due to penalty payments from Northstar. The State has requested the termination of the
private management agreement. This could create uncertainty in this revenue line over
the requirements in ending the Northstar agreement, and due to expected delays from
choosing another private firm and the time it would take to become operational.

Even with the higher amounts being estimated for FY 2015 and FY 2016, these
revenues still are not enough to cover all of the transfers required out of the Capital
Projects Fund. There are multiple funding mechanisms in place to cover the debt
service for the Capital Projects Fund. The point being made is that demands on the
Fund are making it difficult to satisfy all of the statutory requirements. Deficiencies in
the Capital Projects Fund for General Obligation Bond debt service can also be paid out
of the General Revenue Fund. But this becomes just a shell game since the Capital
Projects Fund is supposed to transfer funds to the General Revenue Fund and then
General Revenue Fund can back up the CPF if it is short in its debt service transfers to
GOBRI. If the initial set up of the Capital Projects Fund was to pay for debt service,
then removing the transfers to GRF may allow for the CPF to keep up with transfers
out to the Bond and Interest Funds for the payment of debt service.



TABLE 6 CAPITAL PROJECTS FUND ESTIMATING (in millions)
[* FY 2015 and FY 2016 are CGFA estimates.]

VIDEO GAMING: FY 14 FY 15*% FY 16*
¢ 5/6 of the 30% tax on the newly legal Video Gaming $114 $187 $196

e Video Gaming in Illinois became operational in September 2012. The number of video
gaming terminals in operation across the State increased from 61 (Sep 2012) to 17,467
(Jun 2014) by the end of FY 2014. During this time period, terminals in Illinois grew
at an average rate of 838 new terminals per month.

e The growth in video gaming in Illinois is despite the fact that numerous areas across the
State have ordinances banning video gaming in their municipalities. Using a July 2014
list of communities opting out of video gaming from the Illinois Gaming Board, the
Commission estimates that these “opt-out” areas represent 45.0% of the State’s
population. Included in the “opt-out” list is the City of Chicago which needed to “opt
in” to offer video gaming, but has, so far, chosen not to.

e Through the first 2/3 of FY 2015, the growth rate of video gaming terminals has
noticeably slowed. The latest figure (Feb 2015) shows that the number of video
gaming terminals in Illinois at 19,069. Therefore, the average growth rate in FY 2015
(thru Feb) has slowed to 200 new terminals per month. This slowdown is evidence that
video gaming in Illinois is nearing “full implementation”. Because of this, it appears
that FY 2016 should provide a valid representation of how much video gaming revenue
will be able to be collected on an annual basis for the Capital Projects Fund.

e Below are the amounts sent and projected to be sent to the Capital Projects Fund from

video gaming revenue by fiscal year:

o] By the end of FY 2013, 7,920 video gaming terminals were in operation. These
terminals generated tax revenues totaling $29.3 million in FY 2013, with $24.5
million going to the Capital Projects Fund.

o] By the end of FY 2014, the number of terminals in operation increased to 17,467.
These terminals generated tax revenues totaling $137.3 million, with $114.4
million going to the Capital Projects Fund.

o] It is projected that the number of video gaming terminals in Illinois will peek at
around 20,000 machines by the end of FY 2015. This total would result in tax
revenues totaling roughly $223.8 million, making approximately $186.5 million
available for the Capital Projects Fund in FY 2015.

o] If the number of video gaming terminals remained at 20,000 throughout FY 2016,
the Commission estimates (based on a net terminal income per position per day
value of around $108) that tax revenues will total $235.7 million in FY 2016. This
would result in approximately $196 million going to the Capital Projects Fund in
FY 2016.

SALES & USE TAX EXPANSION: FY 14 FY 15* FY 16*

/7

« expanding definition of soft drinks and increasing the
tax from 1% to 6.25% $55 $55 $55

including candy in the definition of food consumed off premises now taxed at 6.25%
no longer exempting grooming & hygiene products, now taxed at 6.25%

e In FY 2014, $55 million from the sales tax expansion was deposited into the Fund.

e Similar amounts are expected to be collected in FY 2015 and FY 2016.
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LOTTERY: FY 14 FY 15* FY 16*
¢ 5 year Online Lottery pilot program-- excess revenues $145 $145 $145

not already going to the Common School Fund
¢+ 10 year lease for the private management of the Lottery-- excess revenues not already
going to the Common School Fund

e The Northstar Lottery Group took over day-to-day operations as the private manager of
the Illinois Lottery on July 1, 2011. The Governor’s FY 2013 budget book had FY
2012 transfers estimated at $132 million and at $219 million for FY 2013.

e These transfers were made possible by legislative changes which index lottery transfers
to the Common School Fund’s actual FY 2009 levels of $625 million. Amounts above
inflation are to be made available for capital projects [above approximately $693
million in FY 2016].

e In FY 2014, $145 million was actually transferred from the lottery to the Capital
Projects Fund. This was an increase of 7.4% from the $135 million transferred in FY
2013 but was well below expectations when the privatization was originally enacted.

e In the first three years under private management, the lottery has not met its net income
targets. As such the Northstar group was assessed penalties of approximately $20
million in FY 2012 and $40 million in FY 2013 and FY 2014.

e The relationship between the State and the private manager has been contentious. The
two have had to resort to arbitration repeatedly concerning multiple issues including net
income calculations and requested reductions in net income targets. The State and
Northstar have attempted to dissolve their contractual relationship in recent months but
the future management of the lottery is currently unclear.

INCREASES TO LIQUOR TAXES: FY 14 FY 15* FY 16*
< Beer by $0.046 per gallonage $115 $119 $119

Wine up to 14% by $0.66 per gallonage

Wine over 14% by $0.66 per gallonage
Distilled liquor by $4.05 per gallonage
e In FY 2014, $115 million in Liquor taxes was deposited in the Capital Projects Fund.

e Through February in FY 2015 $79.6 million was received, which annualizes to $119
million, which is also the estimate for FY 2016.

INCREASES TO MOTOR VEHICLE FEES: FY 14 FY 15* FY 16*
% Vehicle Registrations by $20 $304 $312 $315

K/

+* Transfers of Registrations by $10

++» Certificate of Title by $30
+» License Fees by $20
«» Increases in penalties for violatin ht limit of 80,000 pounds

e The increase in motor vehicle fees brought in $304 million in FY 2014 which was 1.9%
higher than the $298.4 million collected in FY 2013.

e Motor vehicles transfers are estimated at $312 million in FY 2015 and $316 million in
FY 2016.
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FY 2016 Capital Projects by Agency

The projects listed in this section are only those for which a new appropriation is being
sought in FY 2016. Reappropriations are not listed. Project requests are listed by
agency.

Agriculture

The Governor’s capital budget request of $5.2 million for the Department of Agriculture
consists of $2.6 million from the Partners for Conservation Projects Fund, and $2.6 million
from the Agricultural Premium Fund.

FY 2016
PROGRAMS ($ millions) (in millions)
Statewide: Grants to Soil and Water Conservation Districts $2.6
IL State Fairgrounds, Springfield: various projects 1.8
DuQuoin Fairgrounds: various projects 0.8

Capital Development Board

The Capital Development Board would receive $260 million under the Governor’s capital
budget. The Capital Development Fund would provide $250 million for deferred
maintenance at State facilities. The Capital Development Board Contributory Trust Fund
would fund $10 million for capital improvements for the Department of Veteran’s Affairs.

Natural Resources

The Department of Natural Resources would receive $81.2 million in new appropriations
under the Governor’s capital plan, from various federal/state trust funds and State revenue
funds. This amount includes $14.9 million in federal/state trust funds, and an additional
$66.3 million from specific natural resource-related funds, such as: the Park &
Conservation Fund, State Boating Act Fund, Natural Areas Acquisition Fund, Open Space
Land Acquisition & Development Fund, and Land & Water Recreation Fund, to name a
few. Programs are listed below:

FY 2016
PROGRAMS ($ millions) (in millions)
Natural Areas and Open Space Land Acquisition $30.0
Abandoned Mined Lands Reclamation (State and Federal) 14.5
Wildlife Conservation and Restoration 12.7
Outdoor Recreation (bike, trails, boat, snowmobile, off-highway vehicles) 10.4
Construction and Maintenance of State-owned, leased & managed sites 10.0
Forestry programs (State and Federal) 1.4
Flood Control (Federal) 0.9
Rural community fire protection programs 0.5
Lake County: rehab of facilities at North Point Marina 0.4
Statewide Landowner Grant Program under the Illinois Oil & Gas Act 0.3
Chain O’ Lakes-Fox River Waterway Management System: operating expenses 0.2
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Environmental Protection Agency (EPA)

The Environmental Protection Agency would receive a total $810 million, all of which
would come from the Water Revolving Fund for the following programs:

FY 2016
PROGRAMS ($ millions) (in millions)
Statewide: Wastewater $560.0
Statewide: Drinking Water 240.0
Small Community Water Supplies Compliance Grant Program 10.0

Transportation (IDOT)

The Governor has requested $2.18 billion in new appropriations in FY 2016 for the Illinois
Department of Transportation. The majority of funding would come from current State
funds, including $883 million in Road Funds and $1.06 million from the State Construction
Account Fund. Of the remaining $232 million, Federal funds would make up
approximately $130 million of funding and $102 million would come from transportation-
related State funds. There are no bond funds planned for IDOT projects. Projects being
funded appear below:

FY 2016
PROGRAMS ($ millions) (in millions)
Statewide: transportation-related construction $1,217.9
Road Improvements — Local Share of Road Fund/Road Program 581.3
Federal/Local: financial assistance to airports 110.0
Maintenance, Traffic, Physical Research/Formal Contracts A & B 50.3
Downstate Transit Capital Grants 42.0
Grade Crossing protections/separations 39.0
Apportionments to Counties, Cities and Townships 35.8
Federal Transportation grants for Mass Transit 20.0
TIGER V Award for Champaign 19.6
Township Bridge Program 15.0
Permanent Improvements to IDOT facilities 12.8
Motorist Damage to Highway Structures 5.5
Public Private Partnerships 5.0
lliana Expressway Proceeds 5.0
South Suburban Airport Expenses, including Public Private Partnerships 5.0
Disadvantaged Business Revolving Loan Program 4.5
CREATE Program 4.0
Statewide: Rail Freight Loan Repayment Program (State and Federal) 2.0
Disposal of Hazardous Materials 0.6
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Summary of State Supported Bond Debt

Bonds are sold to provide funds either for projects or to refund previously issued
bonds. State Supported bond debt can be divided into three categories:
¢ General Obligation (G.0O.) debt backed by the full faith and credit of the State,
e State-issued revenue debt supported by dedicated tax revenues or lease
payments, and
e Locally-issued revenue debt supported by the pledge of State taxes or lease
payments.

The State issues General Obligation bonds for its continuing capital program that began
in FY 1971. Bond proceeds are distributed under categories for capital facilities, anti-
pollution, coal and energy development, school construction, and transportation
projects—roads and bridges, mass transit, rail and aviation.

Bonds secured by dedicated tax revenues are issued by the State for the Build Illinois
program and for civic centers. The Build Illinois program uses bond proceeds for
infrastructure and transportation, educational purposes, environmental protection and
economic development. Civic Center bond proceeds were used to pay for construction
of civic center related projects or for debt service on construction projects and
improvements from bonds issued by local civic center authorities. There have been no
new project Civic Center bonds issued since FY 1992.

Certificates of participation (COPs) have been authorized and issued by the State and its
agencies to finance the lease/purchase of equipment and the lease/purchase of facilities.
Beginning in FY 2005, P.A. 93-0839 eliminated the issuance of COPs unless they were
authorized by law. This report does not include State-issued COPs, although the Non-
State Supported Debt section of the report does include State University COPs, which
were allowed under statute through December 31, 2014.

Locally-issued revenue bonds supported by State revenue include those issued by the
Metropolitan Pier and Exposition Authority (McCormick Place and Navy Pier), the
Illinois Sports Facilities Authority (U.S. Cellular Field and Soldier Field), and the
Regional Transportation Authority (Strategic Capital Improvement Bonds) for its
Service Boards: the Chicago Transit Authority, Metra and Pace.

The following section looks at various debt-related statistics in an attempt to explain

what has occurred in this area and what direction the State’s bonding programs may
take in the future.
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Bond Authorization
General Obligation Bonds

General Obligation bonds are viewed as the most secure type of bond issuance by any
government because they carry the pledge that the government will pay the bondholders
first and from any and all revenues.

Today, the G.O. pledge is used in new areas to make the sale of certain types of bonds
more attractive in the current market. Illinois is no different, having legislated G.O.
authorization for Tobacco “Securitization” bonds and Pension Obligation Bonds. With
these changes in the General Obligation arena, authorization has become more
complicated. Below are authorization levels including legislative changes made over
the past years to the General Obligation Bond Act:

GENERAL OBLIGATION AUTHORIZATION LEVELS
(in billions)

New Tobacco* Pension Medicaidt Refunding Refunding
Projects  Securitization Systems  Enhancement  Subtotal Increase Total
May 2000 $14.198 N/a N/a N/a $14.198 $2.839
June 2001 $15.265 N/a N/a N/a $15.265 $2.839
June 2002 $16.908 $0.750 N/a N/a $17.658 $2.839
April 2003 $16.908 $0.750 $10.000 N/a $27.658 $2.839
January 2004 $16.927 N/a $10.000 N/a $26.927 $2.839
January 2009 $16.962 N/a $10.000 N/a $26.962 $2.839
April 2009 $19.962 N/a $10.000 N/a $29.962 $2.839
July 2009 $22.771 N/a $13.466 N/a $36.237 $2.000 $4.839
March 2010 $22.771 N/a $13.466 $0.250 $36.487 $4.839
January 2011 $22.771 N/a $17.562 $0.250 $40.583 $4.839
March 2011 $26.933 N/a $17.562 $0.250 $44.745 $4.839
July 2012 $28.550 N/a $17.562 $0.250 $46.362 $4.839
July 2013 $30.775 N/a $17.562 $0.250 $48.587 $4.839
July 2014 $31.375 N/a $17.562 $0.250 $49.187 $4.839
+ The Medicaid Enhancement Funding was allowed only in FY 2010 and had to be repaid within one year.
* Tobacco Securitization Authorization was allowed only for FY 2003. It was not used and has now expired.

Public Act 98-0781 amends the General Obligation Bond Act to increase the general
obligation bond debt limit by a net of $600 million. The Transportation D category
(roads/bridges) authorization was increased by $1.1 billion and the Coal & Energy
Development category was decreased by $500 million to $0 for financial assistance to
new electric generating facilities. These changes are reflected in the above table.
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The table below shows the status of authorization levels for each category of G.O.
bonds and for State-issued revenue bonds. G.O. capital projects total authorization is
$31.4 billion, with $6.7 billion remaining unissued as of October 31, 2014.

TABLE 8 STATUS OF G.O. AND STATE-ISSUED REVENUE BONDS
as of October 31, 2014

(in billions) Authorization Un-Issued Appropriatedf Over*
Available Committed
Capital Facilities $9.754 $1.873 $9.922 $0.324
School Construction $4.750 $0.513 $4.700 0.050
Anti-Pollution $0.680 $0.089 $0.674 0.006
Transportation A $5.432 $0.161 $5.372 0.060
Transportation B $5.862 $2.370 $5.527 0.335
Transportation D $4.654 $1.582 $4.628 0.026
Coal & Energy Development $0.243 $0.088 $0.219 0.024
SUBTOTAL $31.375 $6.676 $31.042 $0.501 $0.324
Pension bonds $17.562 $0.396 $17.562 $0.396
Medicaid Funding Series $0.250 $0.004 $0.250 $0.004
TOTAL $49.187 $7.076 $48.854 $0.901 $0.324
Limit Un-Issued Outstanding  Available Over

Committed

Authorization Un-Issued Appropriated? Available Over*

Committed

Build Illinois $6.246 $0.905 $6.564 $0.318
Limit Un-Issued Outstanding Available Over

Committed
Authorization Un-Issued Outstanding Available Over

Committed

Civic Center $0.200 $0.164 $0.036 $0.164

Limit Un-Issued Outstanding Available (0073
Committed
Civic Center Refunding Unlimited  Unlimited $0.016 Unlimited
Source: The Illinois Office of the Comptroller - “Recap of General and Special Obligation Bonded

Indebtedness and Update of Comparisons of General and Special Obligation Bond Activity”.
fIncludes cumulative expenditures for prior years up through FY 2014 appropriations and reappropriations.

*Over Committed amounts come from specific line items under each Category in Statute that have higher
appropriations than authorization.

°Refunding is limited only by how much is outstanding at one time. As principal amounts are paid off, those
amounts become available for future refundings.

Excludes bond premiums.

Appropriations from bond funds are often approved before authorization is increased to
issue the bonds needed. Since authorization was increased for FY 2015, there are only
two categories of G.O. and Build Illinois bonds where appropriations through FY 2015
are higher than the authorization currently available (totals are shown in the “Over
Committed” column in the table. See * note for explanation). These categories are
capital facilities with $324 million and Build Illinois with $318 million in appropriations
higher than authorization. This means that these appropriations cannot be expended
until authorization is increased to sell the bonds.
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State-Issued Revenue Bonds

Build Illinois authorization was increased by $542.5 million by Public Act 98-0094 in
July 2013. Total Build Illinois bond authorization equals $6.246 billion with $905
million remaining unissued as of October 31, 2014. There is no refunding limit placed
on Build Illinois bonds.

TABLE 9 BUILD IL
AUTHORIZATION INCREASES

(in billions)

Date Projects Projects
Increase Total
July 1985 $0.948 $0.948
September 1988 $0.379 $1.327
July 1989 $0.704 $2.031
December 1990 $0.006 $2.037
June 1999 $0.754 $2.791
May 2000 $0.061 $2.852
June 2001 $0.689 $3.541
June 2002 $0.265 $3.805
July 2009 $0.810 $4.615
March 2011 $1.088 $5.703
July 2013 $0.543 $6.246
*Build Illinois Refunding is unlimited

The Build Illinois program began in 1985 as a $1.3 billion economic development
initiative composed of $948 million in bonds and $380 million in current funding.
Since that time, the bond program has been expanded and authorization increased
several times.

Authorization for Civic Center bonds is limited to $200 million of new project bonds
outstanding at one time. Refunding authorization is unlimited. Since October 1991, no
applications have been approved and no new funding has been issued. Civic Center
Authorization available, as of October 31, 2014, is $164 million.
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Locally-Issued Revenue Bonds

MPEA: In August 2001, the Legislature increased authorization for the Metropolitan
Pier and Exposition Authority’s Expansion bonds by $800 million for another
expansion of McCormick Place. These bonds were issued July 2, 2002. In May of
2010, Public Act 96-0898 increased the Authority’s authorization by $450 million to the
current level of $2.557 billion to expand their Hyatt Regency-McCormick Place Hotel
from 800 rooms to 1400, and include a ballroom, meeting space, parking facility and
for other improvements to help McCormick Place remain competitive. The Act also
allowed the MPEA to restructure and refund their debt and extend the refunding
maturities to 2050 (now 2042), past the maturities of the bonds they would be
refunding. The MPEA sold $201 million in bonds in October 2010 and $97 million
in July 2012, leaving approximately $153 million in available authorization.

RTA: The RTA has bonds supported by state funding called Strategic Capital
Improvement Project (SCIP) bonds. The RTA was given authorization of $1.3 billion
for the SCIP II bond program, as a part of the Illinois First program, with
approximately $260 million of authorization remaining. Due to $117.0 million in
premiums received from previous SCIP II bond sales, the Administration had discussed
the possibility of lowering the remaining amount allowed to be issued to $143 million.
After negotiations occurred between the Administration and the RTA for the FY 2007
budget, PA 94-0839 was passed which allowed the RTA to spend the proceeds of SCIP
IT bonds issued, rather than just the authorization level, to take advantage of the
premiums received on SCIP bonds in earlier fiscal years due to the strong bond market.
The Authority sold $250 million of bonds in FY 2007, leaving approximately $9.7
million in authorization available under the SCIP II program.

ISFA: In FY 2001, the General Assembly increased bonding authorization for the
Illinois Sports Facilities Authority (ISFA) Act by $399 million to finance renovations
for the Chicago Bears Stadium at Soldier Field and related lakefront improvements.
The bonds were issued in October of 2001. According to the ISFA, they have
approximately $122 million of unissued authorization.
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Bond Sales

The State sold $850 million in G.O bonds for capital projects, $300 million in Build
Illinois project bonds and $604 million in Build Illinois Refunding bonds in FY 2013.

In FY 2014, Illinois sold $3.675 billion in G.O. bonds and $402 million of Build
Illinois bonds. A $1.3 billion G.O. bond sale which began in June of 2013 did not
close until July 2013, therefore the Governor’s Office of Management and Budget
counted that amount in FY 2014.

For FY 2015, the Governor’s Office of Management and Budget estimates G.O. bond
sales of $250 million and no Build Illinois bond sales. There have been no bonds sales
to date for FY 2015. GOMB plans to sell $1.05 billion in General Obligation bonds
and $200 million of Build Illinois bonds in FY 2016.

The following table provides additional information on particular General Obligation
and Build Illinois bond sales in FY 2013 and FY 2014 (including Refunding bond
sales).

TABLE 10 BOND SALES
TAXABLE v. NEGOTIATED v. TRUE
DATE  BOND SALE TYPE AMOUNT TAX- COMPETITIVE INTEREST  S&P FITCH MOODY’S
EXEMPT SALE COST
FY 2013
Sep-12  |GO bonds $50 million| tax-exempt competitive 2.492% A A A2
Apr-13  |GO Series A bonds $450 million| tax-exempt competitive 3.919% A A A2
Apr-13  |GO Series B bonds $350 million| taxable competitive 4.970%
May-13 |BI bonds $300 million taxable competitive 3.286% AAA AA+ A2

Jun-13  |BI Refunding bonds $604 million| tax-exempt negotiated 2.700% AA+ A3

FY 2014

Jun/Jul-13 |GO bonds $1.3 billion| tax-exempt negotiated 5.042% A - A3
Dec-13 |GO bonds $350 million| taxable competitive 5.397% A A- A3
Feb-14 |GO bonds $1.025 billion| tax-exempt negotiated 4.063% A- A- A3
Mar-14 |BI bonds $402 million taxable competitive 4.271% AAA AA+ A3
Apr-14  |GO bonds $250 million| tax-exempt competitive 4.082 % A A- A3
May-14 |GO bonds $750 million| tax-exempt negotiated 4.096 % A A- A3

Illinois sold $250 million in General Obligation bonds in early April 2014. With a
4.0816% true interest cost (TIC), the State estimated $10 million in savings compared
to the State’s February bond sale. The State sold $750 million in General Obligation
bonds at the end of April, which received a 4.0961% true interest cost. The sale had
received orders from 54 investors totaling $2.2 billion. High market demand and low
supply have tempered the interest rate penalties for the State’s low credit ratings.

22



Taxable Build Illinois bonds, sold in March 2014, totaled $402 million. The State had
seven bids on the competitive sale and received a true interest cost of 4.2706%.
Although spreads to a comparable Treasury interest rate had narrowed since the State’s
last taxable Build Illinois bond sale in May 2013, interest rates had increased.

Tax-exempt General Obligation bonds sold in February 2014 equaled $1.025 billion.
With over $5.5 billion in orders from about 109 investors, the State was able to re-price
the bond twice, to the State’s benefit. The true interest cost on the sale was 4.063%, a
savings of approximately $60 million over the 25-year life of the bond compared to the
rate the State received on a similar issue in June 2013, based on statements from State
officials.

In December 2013, Illinois sold $350 million of taxable General Obligation Bonds.
The true interest cost was 5.40%, with a spread over Treasuries of 251 basis points.
This spread is 59 basis points lower than an identical sale in April of 2013. The
Governor’s Office of Management and Budget attributes the smaller spread to the
passage of SB 1 of the 98" General Assembly affecting pension reform. This smaller
spread will save the State over $20 million over the life of the bonds, according to the
Governor’s Office of Management and Budget.

The State sold $600 million of Build Illinois refunding bonds in June 2013. The sale
received a 2.70% true interest cost, and gave the State approximately 9% in present
value savings equaling $55 million. The refunding also freed up $30 million - $40
million of reserves that will no longer be required.

Illinois also sold $1.3 billion of General Obligation bonds at the end of June 2013.
This occurred after four days of massive sell-offs of bonds in the market. Illinois’ G.O.
bonds “received more than $9 billion in bids from 145 investors...and it was able to
pare between 6 to 14 basis points off yields on some maturities after lowering some by
as much as 10 basis points from preliminary marketing levels” [“Buyers Devour Illinois
GOs As Market Rallies Back From Selloff”, The Bond Buyer, June 26, 2013]. Even
though the State was able to somewhat lower the yields of the bonds, the Governor
stated that the June 2013 ratings downgrades cost the State an additional $130 million in
debt service over the 25-year maturity of the bonds.

Bond Sale History

Chart 7, on the next page, shows the level of general obligation bond and State-issued
revenue bond sales from FY 2006 through estimated FY 2016. In FY 2003, $10 billion
in Pension Obligations bonds were sold, while General Obligation project bonds were
at a high of $1.712 billion. Bond sales declined after that record year due to no new
authorization and the lack of any bond funded capital appropriations from FY 2004
through FY 2009. Build Illinois issuances reached $350 million in FY 2004, and
remained above the $200 million mark through FY 2006.
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In FY 2007, General Obligation bond sales declined to $258 million and the FY 2008
issuance of $125 million of G.O. bonds was the lowest since FY 1990. FY 2009
remained low with a single $150 million issuance. There were no Build Illinois bond
sales in FY 2007 or FY 2009, and the $50 million issuance in FY 2008 was the lowest
dollar amount issuance since FY 1998.

In FY 2010, the $31 billion Illinois Jobs Now capital plan was approved. Authorization
for G.O. bonds was increased in fiscal years 2010, 2011, 2013 and 2014, allowing for
the issuance of new project bonds. G.O. bond sales were at a $2.7 billion high in FY
2010 to jump start the Illinois Jobs Now program. FY 2011 and FY 2012 stayed above
$1.0 billion. FY 2013 was $850 million and FY 2014 was $3.7 billion.

The Illinois Jobs Now Capital Program had also increased authorization for Build
Illinois bonds. BI Bond sales picked up with $530 million sold in FY 2010, $725
million sold in FY 2012, $300 million in FY 2013, and $402 million in FY 2014.
There are no Build Illinois Bond sales planned for FY 2015, and sales for FY 2016 are
estimated to be $300 million.

CHART 7 STATE-SUPPORTED BOND SALES

$ Billions (Excludes Refunding and Short-Term Borrowing)
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Source: GOMB

Pension Obligation Notes were sold in FY 2010 for $3.466 billion and in FY 2011 for
$3.7 billion.
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Locally-Issued Revenue Bonds

Metropolitan Pier and Exposition Authority: In 2001 the State increased the MPEA’s
bonding authorization by $800 million. Expansion bonds were sold in FY 2003 for
$802 million. Other issuances in FY 2003 and FY 2004 were refundings of $285.7
million and $42.5 million, respectively. The MPEA sold $201 million in new project
bonds and $918 million in restructuring bonds in FY 2011. For FY 2013, the
Authority sold $97 million in new project Expansion bonds and refunded $758 million.
The MPEA plans to sell its remaining $153 million in bonding authorization in 2017 for
its planned Event Center and a second hotel.

Regional Transportation Authority: The RTA sold $260 million in Strategic Capital
Improvement Project (SCIP) bonds in FY 2005 and $250 million in FY 2007. The
FY 2007 SCIP bond sale of $250 million basically depleted the last of their $1.3 billion
in authorization granted under the Illinois FIRST program.

Illinois Sports Facilities Authority: The November 2000 General Assembly passed an
increase in authorization of $399 million for the Illinois Sports Facilities Authority. In
October of 2001 the ISFA sold the $399 million in new bonds for the renovation of
Soldier Field and related lakefront property. The Authority issued project bonds in
FY 2004 for $42.5 million for U.S. Cellular Field renovations and in December 2009,
sold $10 million in bonds to finance the redevelopment of the 35™ Street infrastructure.

The ISFA may look at selling up to $399 million in refunding bonds to relieve its back-
loaded debt service on the Soldier Field bonds. The Authority may need legislation to
change their parameters for refunding sales to avoid complications such as: possible
negative arbitrage, restrictions on refunding bonds’ final maturity, limitations on the
size of issuance and the linkage of the Bears lease expiration tied to the current bonds’
maturity. A traditional refunding may not generate enough savings.

CHART 8 LOCALLY-ISSUED REVENUE
NEW CAPITAL BOND SALES
$500 - (in millions)

$250

$0 _ 0 .

FY FY FY FY FY FY FY FY FY I;Z:s\t,
2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 2015

EBRTA $0 $250 $0 $0 $0 $0 $0 $0 $0 $0
OISFA $0 $0 $0 $10 $0 $0 $0 $0 $0 $0
EMPEA| $0 $0 $0 $0 $0 $201 $0 $97 $0 $0
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Outstanding Debt

CHART 9 STATE-SUPPORTED PRINCIPAL OUTSTANDING
($ Billions)
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$30.000
$25.000

$22.231
$21.622 $21.016

2007 2008 2009 2010 2011 2012 2013 2014 2015* 2016*
State-Issued Revenue  $2.305 | $2.209 | $2.064 $2.428 | $2.254 | $2.805| $2.861| $3.034| $2.790| $2.743
Pension| $10.000 | $9.950 $9.900 | $13.316 | $16.273 | $15.480 | $14.686 | $13.793 | $12.700 | $12.000

General Obligation| $9.926 | $9.463 $9.052 | $11.140| $11.429 | $12.071| $12.188 | $15.087 | $14.394 | $15.414

$20.000

$15.000

$10.000

$5.000

$0.000

|Genera| Obligation CIPension M State-Issued Revenuel
Note: FY 2010 includes the $246 million in Medicaid Funding.
Source: GOMB

State-Issued Principal Outstanding

In FY 2006, principal outstanding for all State Supported debt was at its highest to date
at $22.694 billion. From FY 2007 to FY 2009, principal outstanding decreased by
$1.678 billion, to $21.016 billion. This decline was due to lack of bond issuance while
still paying off debt service. Bonds sold over the FY 2007-FY 2009 period equaled
$583 million, while bonds sold over the previous three-year period, FY 2004-FY 2006,
equaled $3.7 billion. Any bond issuances over those years were made to pay for
reappropriations. Debt service payments on General Obligation and State-Issued
Revenue bonds paid down approximately $2.255 billion of principal from FY 2007 to
FY 2009.

The big jump in G.O. Principal Outstanding in FY 2010 was $2 billion for the Illinois
Jobs Now capital program and almost $3.5 billion in Pension Obligation Notes.
FY 2011 increased due to $3.7 billion in Pension Obligation Bonds.

The next big increase in principal outstanding was due to the sale of $3.7 billion in

bonds for FY 2014. The FY 2014 level of $31.9 billion will decrease by about $2
billion to $29.9 billion in FY 2015 due to the lack of bond sales.
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Locally Issued Revenue Bonds

» Principal outstanding for locally-issued revenue bonds saw growth in FY 2000 due
to a McCormick Place expansion bond sale of $444 million, and a $260 million sale
by the RTA--the beginning of SCIP II bond sales authorized through Illinois First.

» In FY 2001, principal outstanding increased due to another McCormick Place
expansion bond sale of $268 million and an RTA SCIP sale of $100 million.

> FY 2002 saw the sale of $399 million of Soldier Field renovation bonds through the
Illinois Sports Facilities Authority and another $160 million of RTA SCIPs.

» The large increase in FY 2003 is attributed to an $802 million MPEA expansion
project bond sale and an RTA SCIP sale of $260 million.

» In FY 2004 the ISFA sold approximately $43 million in new project bonds.

» Increases in FY 2005 and FY 2007 are attributed to the sale of RTA SCIP bonds
$260 million and $250 million, respectively.

» With only a $10 million bond sale in FY 2009 by the Illinois Sports Facility
Authority, principal outstanding combined for the three Authorities decreased each
year over FY 2009 and FY 2010 by approximately 2.4% to $4.237 billion.

» The MPEA sold $201 million in bonds and refunded $918 million, causing principal
outstanding for locally-issued revenue bonds to increase by 7.6% in FY 2011.

» The MPEA sold $97 million in bonds in FY 2013 keeping combined principal
outstanding for the three Authorities level around $4.3 billion in FY 2013.

CHART 10 LOCALLY-ISSUED REVENUE BONDS

PRINCIPAL OUTSTANDING
(in billions)

$5.000

$4.500 g

$4.000 1

$3.500 +—

$3.000 +—

$2.500

$2.000 +—

$1.500 +—

$1.000

$0.500 +—

$0000 i FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014

ERTA $1.409 $1.628 $1.595 $1.557 $1.517 $1.474 $1.429 $1.382 $1.332
OISFA $0.485 $0.474 $0.464 $0.460 $0.445 $0.442 $0.438 $0.433 $0.427
EMPEA $2.409 $2.337 $2.283 $2.220 $2.145 $2.502 $2.451 $2.521 $2.499
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Debt Service

The following section will show a ten year history for General Obligation, Build Illinois
and Civic Center bonds broken out by principal and interest. The General Obligation
section also shows Pension Obligation bond debt service, and also breaks out G.O. debt

service by funds that pay for it.

General Obligation

G.O. debt service is paid
from the General Obligation
Bond Retirement and Interest
Fund  (GOBRI), which
receives transfers from the
Road Fund (for
Transportation A -highways
and bridges), the School
Infrastructure Fund, and the

General Revenue  Fund.
Since FY 2010, the Capital
Projects Fund has been

transferring funds to GOBRI

for the Illinois Jobs Now
capital program. The
increases in G.O. debt

attributed to the Illinois Jobs

CHART 11

General Revenue Fund

FY 2016 Estimated General Obligation Debt Service

16.1%

Portion of Payment by Fund

Capital Projects Fund
22.1%

School Infrastructure

7.0%

Road Fund
11.0%

GRF for Pension Bonds

43.7%

Now program will be paid for by increases in Road Fund transfers and transfers from
the Capital Projects Fund. If there is not enough funding in the Capital Projects Fund
(see page 9 for information on the Capital Projects Fund), the General Revenue Fund
will pay for any debt service needs.

TABLE 11 GENERAL OBLIGATION

DEBT SERVICE BY FUND
($ Millions) FY 2014 | FY 2014 % | FY 2015* |FY 2015 % | FY 2016* | FY 2016 %

Amount of Total Amount of Total Amount of Total

Road Fund $350.4 23.4% $359.1 20.5% $341.0 19.5%
School Infrastructure Fund $131.2 8.8% $212.7 12.1% $218.6 12.5%
Capital Projects Fund $384.8 25.7% $653.9 37.3% $685.2 39.3%
General Revenue Fund $631.5 42.2% $527.3 30.1% $500.2 28.7%

SUBTOTAL

$1,497.9

100.0%

$1,753.0

100.0%

$1,745.0

SUBTOTAL

GRAND TOTAL

$1,634.1
$3,132.0

100.0%

$1,797.9
$3,550.9

100.0%

GREF/SERS for 2003 POBs $582.5 35.6% $578.6 32.2% $574.5 42.4%
GREF for 2010 PONs $752.1 46.0% $723.8 40.3% $0.0 0.0%
GRF for 2011 PONs $299.5 18.3% $495.5 27.6% $781.9 57.6%

$1,356.4
$3,101.4

* CGFA estimates for FY 2015 and FY 2016 are based off of information from the Office of the Comptroller

and the FY 2016 Budget Book.

28



Chart 12 shows General Obligation debt service payments broken out by project
principal and interest versus Pension Obligation Bonds/Notes principal and interest.

CHART 12
GENERAL OBLIGATION DEBT SERVICE
Project v. POB principal and interest
In Billions
$4.000
$3.551
$3.132 $3.101

$3.000 $2898 g2880 2970 .

$2.000 41676 $1733 $1705  s1677

$1.000 ]
LAnmmAEnR
2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015* 2016*
POB Interest| $0.496 | $0.496 | $0.495 | $0.494 | $0.601 | $0.786 | $0.768 | $0.741 | $0.705 | $0.657
POB Principal | $0.000 | $0.050 | $0.050 | $0.050 | $0.743 | $0.793 | $0.793 | $0.893 | $1.093 | $0.700

Project Interest, $0.602 | $0.599 | $0.599 | $0.546 | $0.636 | $0.628 | $0.675 | $0.723 | $0.811 | $0.805
Project Principal| $0.578 | $0.588 | $0.561 | $0.588 | $0.917 | $0.673 | $0.734 | $0.775 | $0.942 | $0.940

|Project Principal CProject Interest MPOB Principal CIPOB Interest |

Source: GOMB

Debt service from FY 2010 to FY 2011 jumped 72.8% for several reasons:
e Debt service payments for the first Illinois Jobs Now bonds, sold in FY 2010 in
the amount of $2.456 billion, began in FY 2011.
e The debt service for the $246 million in Medicaid Bonds sold in FY 2010 was
paid in full in FY 2011.
e $3.466 billion in Pension Notes sold in FY 2010 began their debt service

payments in FY 2011.

G.0. Debt Service stayed in the $2.9 billion to $3.1 billion range from FY 2011 to FY
2014. In FY 2015, this debt service will jump with an almost $200 million ramp up in
debt service payments for the FY 2011 Pension Obligation Bonds, and for the debt
service on the $3.7 billion in capital bonds that were sold in FY 2014. Debt service
dropped in FY 2016 due to the FY 2010 Pension Obligation Notes being paid off in
FY 2015. But Pension Obligation Bond debt service will ramp up to $1.0 billion for
FY 2017 through FY 2019, when it will be paid off (See Table on next page).
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TABLE 12

Fiscal Year

2003 Principal

Table 12 shows the break out of debt service for all three Pension Obligation Bonds/Notes sales.

COMBINED DEBT SERVICE OF 2003, 2010 and 2011 PENSION OBLIGATION BONDS AND NOTES
FY2003 $10 BILLION PENSION OB BONDS

2003 Interest

2003 POB Total

2010 Principal

2010 Interest

FY 2010 $3.466 BILLION PENSION OB NOTES
2010 PON Total

2011 Principal

FY 2011 $3.7 BILLION PENSION OB NOTES
2011 Interest

2011 POB
Total

Total Principal

COMBINED TOTALS

Total Interest

Grand Total

TOTAL

$10,000,000,000

$11,933,713,333

$21,933,713,333

$3,466,000,000

$381,739,309

$3,847,739,309

$3,700,000,000

$1,279,801,800

$4,979,801,800

$17,166,000,000

$13,595,254,442

$30,761,254,442

FY 2004 $0 $481,038,333 $481,038,333 $0 $481,038,333 $481,038,333
FY 2005 0 496,200,000 $496,200,000 $0 $496,200,000 $496,200,000
FY 2006 0 496,200,000 $496,200,000 $0 $496,200,000 $496,200,000
FY 2007 0 496,200,000 $496,200,000 $0 $496,200,000 $496,200,000
FY 2008 50,000,000 496,200,000 $546,200,000 $50,000,000 $496,200,000 $546,200,000
FY 2009 50,000,000 494,950,000 $544,950,000 $50,000,000 $494,950,000 $544,950,000
FY 2010 50,000,000 493,550,000 $543,550,000 $50,000,000 $493,550,000 $543,550,000
FY 2011 50,000,000, 491,900,000 $541,900,000 $693,200,000  $109,277,049 $802,477,049 $743,200,000 $601,177,049 $1,344,377,049
FY 2012 100,000,000 490,125,000 $590,125,000 $693,200,000]  $101,061,628 $794,261,628 $194,500,800 $194,500,800 $793,200,000 $785,687,428 $1,578,887,428
FY 2013 100,000,000 486,375,000 $586,375,000 $693,200,000 $81,887,716 $775,087,716 $199,488,000 $199,488,000 $793,200,000 $767,750,716 $1,560,950,716
FY 2014 100,000,000 482,525,000 $582,525,000 $693,200,000 $58,866,544, $752,066,544 $100,000,000 $199,488,000 $299,488,000 $893,200,000 $740,879,544 $1,634,079,544
FY 2015 100,000,000 478,575,000 $578,575,000 $693,200,000 $30,646,372 $723,846,372 $300,000,000 $195,462,000 $495,462,000 $1,093,200,000 $704,683,372 $1,797,883,372
FY 2016 100,000,000, 474,525,000 $574,525,000 $600,000,000 $181,929,000 $781,929,000 $700,000,000 $656,454,000 $1,356,454,000
FY 2017 125,000,000 470,175,000 $595,175,000 $900,000,000 $152,163,000]  $1,052,163,000 $1,025,000,000 $622,338,000 $1,647,338,000
FY 2018 150,000,000 464,737,500 $614,737,500 $900,000,000 $103,878,000]  $1,003,878,000 $1,050,000,000 $568,615,500 $1,618,615,500
FY 2019 175,000,000 458,212,500 $633,212,500 $900,000,000 $52,893,000 $952,893,000 $1,075,000,000 $511,105,500 $1,586,105,500
FY 2020 225,000,000, 449,550,000 $674,550,000 $225,000,000 $449,550,000 $674,550,000
FY 2021 275,000,000 438,412,500 $713,412,500 $275,000,000 $438,412,500 $713,412,500
FY 2022 325,000,000, 424,800,000 $749,800,000 $325,000,000 $424,800,000 $749,800,000
FY 2023 375,000,000, 408,712,500 $783,712,500 $375,000,000 $408,712,500 $783,712,500
FY 2024 450,000,000, 390,150,000 $840,150,000 $450,000,000 $390,150,000 $840,150,000
FY 2025 525,000,000, 367,200,000 $892,200,000 $525,000,000 $367,200,000 $892,200,000
FY 2026 575,000,000 340,425,000 $915,425,000 $575,000,000 $340,425,000 $915,425,000
FY 2027 625,000,000 311,100,000 $936,100,000 $625,000,000 $311,100,000 $936,100,000
FY 2028 700,000,000 279,225,000 $979,225,000 $700,000,000 $279,225,000 $979,225,000
FY 2029 775,000,000 243,525,000 $1,018,525,000 $775,000,000 $243,525,000 $1,018,525,000
FY 2030 875,000,000, 204,000,000 $1,079,000,000 $875,000,000 $204,000,000 $1,079,000,000
FY 2031 975,000,000, 159,375,000 $1,134,375,000 $975,000,000 $159,375,000 $1,134,375,000
FY 2032 1,050,000,000 109,650,000 $1,159,650,000 $1,050,000,000 $109,650,000 $1,159,650,000
FY 2033 1,100,000,000 56,100,000 $1,156,100,000 $1,100,000,000 $56,100,000 $1,156,100,000

PA 93-0002 PA 96-0043
2010 POB TIC = 3.854%

five-year maturity

PA 96-1497
2011 POB TIC = 5.563%
eight-year maturity

2003 POB TIC = 5.047%
thirty-year maturity
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State-Issued Revenue Bonds

State-issued revenue bonds currently outstanding include Build Illinois and Civic Center
bonds. Total debt service costs from FY 2006 through estimated FY 2016 for the
remaining bonds outstanding in this category are shown in Chart 13. Debt service from
2007 through 2010 remained steady at under $290 million annually. The jumps in debt
service in FY 2011, FY 2013, FY 2014 and FY 2015 are due to the Build Illinois
bonds sold for projects appropriated in the FY 2010 Illinois Jobs Now capital plan.

CHART 13 STATE-ISSUED REVENUE DEBT SERVICE
Principal and Interest
$ Millions
$383.9
$400.0 €355 7 $365.5 $372.9
$350.0 $313.0 $3134
b278.1  $279.8  $279.2 $288.7

$250.0

$200.0

$150.0

$100.0

$50.0

$0.0

2007 2008 2009 2010 2011 2012 2013 2014 2015* 2016*
CC Interest $6.7 $6.2 $5.8 $5.3 $4.8 $4.3 $3.7 $3.1 $2.5 $1.8
CC Principal $7.2 $7.6 $8.1 $8.6 $9.1 $9.6 $10.1 $10.7 $11.4 $12.0
Bl Interest| $133.5 | $127.8 | $128.2 | $133.4 | $134.3 | $135.4 | $144.2 | $133.0 | $136.6 | $124.7
Bl Principal| $130.7 | $138.1 | $137.1 | $141.4 | $164.8 | $164.1 | $197.7 | $218.7 | $233.4 | $234.4

Source: GOMB |BI Principal CIBI Interest MICC Principal CICC Interest|

Build Illinois. These bonds comprise the majority of debt service costs for the State-
issued revenue bonds. The slight decline in debt service every other year is due to no
issuance of Build Illinois bonds in FY 2007, FY 2009 and FY 2011. Only $50 million
were sold in FY 2008 and none will be sold in FY 2015. Debt service has increased
due to bond sales in FY 2010, and fiscal years 2012-2014 for the Illinois Jobs Now
capital program. Approximately $138.4 million of FY 2015 debt service will be paid
from the Capital Projects Fund and $136.8 million in FY 2016.

Civic Center. The State refunded $48.6 million of Series 1990A and $0.7 million of
Series 1990B Civic Center bonds in FY 2001 to lower debt service costs through
FY 2016 to $13.8 billion. Debt service will increase to $14.4 million for FY 2017
through FY 2020. The final debt service payment will be $5.6 million in FY 2021, as
long as no new issuances in the program are made.
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Locally-Issued Revenue Bonds

Metropolitan Pier and Exposition Authority:

Public Act 96-0898 allowed the Authority to refund the remaining Dedicated bonds
with Expansion Bonds, which occurred in FY 2013, therefore there are no more
debt service payments in this category.

The McCormick Place Expansion Bonds are paid for from Chicago-related taxes,
but there is a back-up pledge of State sales tax in the case they are needed.

0 The Authority does not foresee any problems with paying debt service and
there were no draws on the backup sales tax in FY 2011 - FY 2015. There
was a cumulative draw through FY 2010 of $57 million that the Authority
will begin paying back in 2015.

0 As part of the changes in Public Act 96-0898, the State’s back-up pledge of
sales taxes is extended to 2060, and prolongs the Chicago-related taxes being
imposed by the Authority for another 8 years within the MPEA area, with
an increase on taxi fares of $2. The State will also contribute $25.8 million
from FY 2011 to FY 2014 from GRF to the MPEA for bond repayments.
Reimbursement of State payments will be deferred until FY 2015, with half
of each year’s surplus going that year and in future years to reimburse the
State until the $57 million in backup sales tax payments are repaid. Any
further draws on the State’s backup are to be immediately reimbursed out of
the next available surplus.

The Regional Transportation Authority

The State pays debt service on RTA Strategic Capital Improvement Project bonds
from the Public Transportation Fund. The following are issues with the timing of
debt service payment on the bonds.
o First, it now takes the State’s Executive Branch six months from the
beginning of the fiscal year to approve the grant for the annual payment.
O Additionally, once the SCIP requisition is submitted, it is not paid for 15 to
18 months due to the State’s fiscal condition. In the meantime, the RTA
must dip into its reserves to pay the amount and wait for the
“reimbursement” from the State.
0 A 6-month delay for State FY 2015 accumulates to $65 million.

Illinois Sports Facilities Authority:

The ISFA was short $185,000 in debt service in FY 2011 due to a decrease in hotel
taxes, requiring them to tap into the city of Chicago’s backup pledge. Hotel tax
receipts improved in FY 2012, saving the Authority from having another shortfall.
The debt service for the Soldier Field bonds was backloaded until the Authority paid
off Comiskey Park bonds in FY 2010. Now, the ISFA is facing large increases in
Soldier Field debt service, from $28 million in FY 2013 to $51 million in 2023 and
$88.5 million in 2032. The Authority is looking at possibilities for restructuring of
the Soldier Field debt to ease debt service payments.
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TABLE 13

FY 2006

FY 2007

LOCALLY-ISSUED REVENUE BOND DEBT SERVICE HISTORY

FY 2008

FY 2009

FY 2010

FY 2011

FY 2012

FY 2013

FY 2014

est. FY 2015

MPEA | PRINCIPAL [ $18,715,000{ $19,920,000{ $21,170,000{ $22,515,000{ $24,015,000 $0[  $4,145,000 $0 $0 $0
Dedicated | INTEREST | $12,861,241 $11,687,366[ $10,433,248[  $9,055,190[  $7,585,090 $965,619 $965,619 $0 $0 $0
Bonds TOTAL $31,576,241| $31,607,366] $31,603,248] $31,570,190] $31,600,090 $965,619|  $5,110,619 $0 $0 $0
MPEA | PRINCIPAL | $23,695,000[ $51,525,000] $37,205,000] $44,825,000] $55,340,000 $22,160,000| $64,140,000[ $50,490,000{ $40,110,000[ $59,025,000
Expansion | INTEREST [ $78,296,113| $56,458,162| $88,785,264| $87,171,260| $83,652,267| $58,000,608| $62,548,414| $91,300,541| $98,276,335| $97,903,283
Bonds TOTAL | $101,991,113( $107,983,162| $125,990,264| $131,996,260( $138,992,267| $80,220,608| $126,688,414| $141,790,541| $138,386,335| $156,928,283
PRINCIPAL | $10,070,000] $10,620,000] $11,341,388] $12,906,033] $14,760,316] $3,096,432|  $4,117,861|  $5,092,354|  $6,019,695 $9,317,832

ISFA INTEREST | $14,446,939| $13,952,746| $13,473,743| $13,542,783| $13,744,035 $25,578,906] $26,152,061| $26,886,303| $27,759,972| $25,034,828
TOTAL $24,516,939| $24,572,746] $24,815,131| $26,448,816] $28,504,351| $28,675,338] $30,269,922| $31,978,657| $33,779,667| $34,352,660

PRINCIPAL | $12,735,000] $13,625,000] $14,575,000] $15,620,000] $16,650,000] $17,700,000f $18,830,000] $20,035,000 $21,240,000] $22,530,000

RTA SCIP| INTEREST | $25,816,000[ $24,950,000] $24,026,000 $23,023,000[ $21,943,000] $20,908,000{ $19,806,000] $18,635,000 $17,442,000[ $16,182,000
I TOTAL $38,551,000] $38,575,000] $38,601,000] $38,643,000] $38,593,000] $38,608,000] $38,636,000] $38,670,000] $38,682,000{ $38,712,000
PRINCIPAL | $16,280,000] $17,050,000] $18,995,000] $22,285,000 $23,525,000 $24,760,000 $26,065,000] $27,475,000 $29,005,000] $30,620,000

RTA SCIP| INTEREST [ $58,836,000] $61,080,000 $69,361,000/ $68,293,000[ $67,105,000] $65,854,000] $64,520,000 $63,079,000[ $61,537,000] $59,893,000
11 TOTAL $75,116,000] $78,130,000] $88,356,000] $90,578,000] $90,630,000] $90,614,000] $90,585,000{ $90,554,000{ $90,542,000{ $90,513,000
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Recent Illinois Ratings History

Ratings: Since January 2013, Illinois has seen its General Obligation Bond ratings
downgraded by all three rating agencies. In January 2013, Standard & Poor’s
downgraded Illinois to a rating of A- with a “developing” outlook. This outlook was
changed to negative in July 2014 due to the enacted FY 2015 budget that S&P believed
was “not structurally aligned” and “will contribute to growing deficits and weakened
liquidity”. This means they could raise or lower the rating during a two-year outlook
period. In June 2013 Fitch downgraded Illinois to an A- rating and Moody’s to an A3
rating (the equivalent of an A-). Both Fitch and Moody’s have Illinois on a ‘Negative
Watch’ for possible downgrading based on the ongoing budget and pension funding
concerns. All three ratings agencies also pointed to the expiration of the State’s income
tax increase as a problem affecting the State’s “structural budget balance”.

Fitch, Moody’s and Standard & Poor’s all reaffirmed their current ratings for the State
after an Illinois judge put the stay on the implementation of the State’s pension reforms
in May 2014. Court challenges were expected and the ratings agencies are waiting on a
decision from the Illinois Supreme Court and on the State’s passage of a Fiscal Year
2016 budget. Depending on the court’s decision regarding pension reform and its
subsequent impact on the budget, Illinois could experience either upgrades or
downgrades in the future.

Date of Fitch S&P Moody's

Rating Action Rating up/down Rating up/down Rating up/down AAA+  Aaal(Aaa)
June 2013 A- Jx A3 Jx AAA Aaa2
Jan 2013 A- J1x AAA- Aaa3
Aug 2012 A J1x AA+ Aal
Jan 2012 A2 Jx AA Aa2
Jun 2010 A Jx Al Jx AA- Aa3

Mar-Apr 2010 | A-/A+ recal 11x/12x Aa3 recal 12x A+ Al
Dec 2009 A+ J1x A2 Jx A A2

Mar-Jul 2009 A 12x AA- J1x Al Jx A- A3
Dec 2008 AA- Jx BBB+ Baal
May 2003 AA Jx Aa3 JIx BBB Baa2
Jun 2000 AA+ t1x BBB- Baa3
Jun 1998 Aa2 11x
Jul 1997 AA Tx
Feb 1997 Aa3 11x
Sep 1996 AA initial rating
Feb 1995 Al 12x
Aug 1992 AA- J1x Aa 11x

Aug-Sep 1991 AA J1x Aal 12x
Mar 1983 AA+ 12x
Feb 1979 AAA initial rating

1973 AAA initial rating
Note: "recal" means recalibration, when Fitch and Moody's revised their ratings on municipal bonds
to match global/corporate ratings. These are not considered upgrades.
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Rating Agencies’ Comments From April 2014 Bond Sale:

FITCH June 2010 A+ downgraded to A
June 2013 A downgraded to A-

“Fitch's 'A-' rating, Negative Outlook, on Illinois' GO bonds reflects the state's record
of unwillingness to address numerous fiscal challenges, which as a result steadily
increased in magnitude. In December 2013, the state did take a significant and positive
step toward addressing one of these challenges with passage of pension reform
legislation, (Act 98-0599) after several prior failed attempts. The measures are being
challenged as unconstitutional; however, if the reform survives legal challenge it would
reduce unfunded liabilities and temper the growth in pension payments required by the
state.

“A key remaining near-term challenge is the need for timely action on a more
permanent budget solution to the structural mismatch between spending and revenues in
advance of the expiration of temporary tax increases. Temporary increases in both the
personal and corporate income tax rates that have been supporting th