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- Illinois bond rating ranked lowest in US
By Rachel Rodgers/Administration Editor | Posted: Monday, January 30, 2012 11:35 pm

The Moody's Investors Service, Inc. downgraded the Illinois bond rating from an Al to an A2
making it the lowest in the nation, and institutions like Eastern are tied to the rating.

Three primary companies, which are Moody's, Standard & Poor's, and Fitch Ratings, determine
the level of assurance that entities like Illinois will pay its debts.

According to the Moody's rating action report from Jan. 6, part of the reasoning to downgrade
Ilinois from an Al to an A2 was because of the "severe pension-funding shortfall."

"The downgrade of the state's long-term debt follows a legislative session in which the state took
no steps to implement lasting solutions to its severe pension under-funding or to its chronic bill
payment delays. Failure to address these challenges undermines near- to intermediate-term
prospects for fiscal recovery," according to the report. |

William Weber, the vice president for business affairs, said an entity's bond rating affects the
interest rate that it has to pay when issuing bonds.

"A lower bond rating yields a higher interest rate because it is more risky to lend money when
there is a lower probability of getting paid back," Weber said.

According to the report, the Illinois bond rating could go up with the "adoption of a credible,
comprehensive, long-term pension funding plan," and a "substantial progress in reducing payment
backlog, and legal framework or plan to prevent renewed buildup of late bills."

According to a report from the Civic Federation based in Chicago on Monday, the Illinois unpaid
bills backlog is estimated to reach $9.2 billion during the summer, and if action is not taken by the
Illinois General Assembly and Gov. Pat Quinn, the backlog could increase to about $34.8 billion

by fiscal year 2017.

Treasurer Paul McCann said public institutions that receive appropriated funds are connected to
the state's bond rating, but the effect on Eastern is limited because the university does not have

plans to issue bonds at the moment.

However, in the long-term scheme of things, the rating could affect the amount Illinois
appropriates to Eastern, Weber said.

The University of Illinois has a better rating than the state because the state appropriated funds are
a lesser portion of the University of Illinois' budget, McCann said.

http://www.dennews.com/neWs/illinois-bond-rating—ranked-lowest-in-us/article_Sd5f3 al4-... 1/31/2012



pearson8
Highlight


Ilinois bond rating ranked lowest in US - The Daily Eastern News: News Page 2 of 2

The fiscal year 2012 operating budget for the University of Illinois is about $5 billion, and about
- $693 million of the budget is paid through state appropriation for operating costs.

Rachel Rodgers can be reached at 581-2812 or rjrodgers@eiu.edu.

http://www.dennews.com/news/illinois-bond-rating-ranked-lowest-in-us/article 8d5f3al4-... 1/31/2012




State of the State
this week targets
helpmg families

By MonNIQUE GARCIA
Tribune reporter

Democratic -Gov. Pat

Quinn intends to strike. fa-
miliar themes of jobs and
helping working families
during his State of the State
address Wednesday, . a
speech that is expected
largely to steer clear of
illinois’ ongoing budget
problems.
- Aides say Quinn will fo-
cus on what he views as his
accomplishments since
narrowly winning office in
November 2010: the state’s
growing - export industry,
new manufacturmg and
helping tech companies get
off the ground. He also is
expected to-talk about his
priorities this year, includ-
g tax breaks for families,

“The top things are going

HEATHER CHARLES/TRIBUNE
Gov. Pat Quinn is expected. .-
to address the state’s dire
budget issues in.another
speech, on Feb. 22.

tobe jobs and the economyf’
said Quinn spokeswoman
Mica Matsoff on Monday.

“That’s what families are-

talking ‘about around the
kitchen table, what™ they
worry about when their
first child is born”

The state budget contin-"

ues to be out of whack

despite last year’s major

The Chicago Tribune
January 31, 2012

" income tax the that Demo-
- -crats pushed through a year

ago. While Quinn plans to
nod broadly to the state’s
steep financial challenges,
he will avoid getting into the
nitty-gritty until he delivers
the budget address Feb. 22.
The governor will, hovvever,

" hit on broad themes, in-

cluding the need to reform
the state’s public employee
pension system and drive
down Medicaid costs.

< .Aides . were mum about
what kind of tax break

- *Quinn hopes to provide for
*‘families and businesses, but

he repeatedly has suggested

~the tax code should be

‘made fairer and help spur
-economic growth. Last fall,
the governor .insisted that
the earned income tax cred-
it for low-income families
‘be  increased before he

. would sign off on tax breaks
+- for-Sears~ Holdings Corp.
" and Chicago’s financial ex-

ichanges, which had threat-

[

{ened to leave the state.

Sen. Kwame Raoul D-
Chicago, said he hopes
Quinn will focus on eco-
nomic development in poor
rural and urban areas and
ways to attract and keep
businesses - in. Illinois.. He
also wants Quinn to push
for the end of the flat
personal  income-tax . rate,
now at 5 percent.

“There has been legiti-
mate criticism that we have
been doing tax policy on a
piecemeal basis, responding
to threats, and I don’t think
that’s the right way to do
things,” Raoul said. “Let’s
lift the flat tax and allow for
a more progressive income
tax, which may at some

point allow us to capture

more revenue.”

The roughly half-hour
speech also will touch on
education initiatives, which
Quinn’s office says are “the
best long-term plan for eco-
nomic growth.” The gover-
nor will follow President

* BarackObama’s lead and

umn 's speech to focus on jobs, not debt

call for lawmakers to raise
the high school dropout age
to 18 from 17 and. also
propose ways to increase
access to college and im-
prove graduation rates.
Many legislators ac-
knowledged they aren’t ex-
pecting budget details
Wednesday but said they
hope Quinn will begin to lay
out a long-term plan for
recovery. While Democrats
and Republicans worked to-
gether last . year to cut
Quinn’s proposed budget by
roughly $2 billion, legisla-
tive leaders have warned
more needs to be done.
“While we have made
some strides in budgeting,
pensions and Medicaid re-
forms, we have a long road
ahead of us,” said Rikeesha
Phelon, spokeswoman for
Senate President' John
Cullerton, D-Chicago.
“While this isn’t a budget
address ... our current con-
dition warrants a laserlike
focus on savings and cost

controls for penswns and
Medicaid in the State of the
State. All other agenda
items should naturally take
aback seat this session.”

‘One topic unlikely to
come up is gambling expan-
sion, which stalled last year
after Quinn insisted law-
makers drop a provision
allowing slot machines at
horse racing tracks. Sup-
porters are trying to resur-
rect the issue and have been
meeting with ambassadors
from Quinn’s office.

“It’s . a significant step
forward that the governor
has sent someone to these
meetings in an effort to try
to get this to the finish line,”
said Rep. Lou Lang, D-
Skokie. “I think at a time
when it’s clear that we need
more revenue, the gaming
bill represents one of only a
very few options that would
bring in -a significant
amount of new dollars.”

megarcia@tribune.com
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EDITORIALS

Raising dropout age
‘would be big mistake

: ‘For Illmozs resource-strapped school
districts, taking on another mandate

* makes no sense.

During his decades-long run as a pol1t1cal

. demagogue before becoming The Accidental '::
.. * Governor, Pat Quinn specialized in proposing
. .simplistic solutions to complex problems. -
" Last week, Quinn was back to his old tricks. .
- A day after President Barack Obama made
“’the mistake of recommending that the high

" “school dropout age be raised to 18, Gov.

. Quinn compounded the problem by Jumpmg
. .on the Obama bandwagon,

“The best way to ensure that our children

‘, -have the chance to achieve and succeed is to
“ make sure they stay in school long enough to
_‘earn their diploma,” Quinn said. :

Well, of course. What could be more 6bvi—

* ous than that graduating from high school is
~better both for individual students and. soci-

ety than dropping out? But keeping kids in

" school is much easier said than done, and
‘it will take more than a few bromides from
*Quinn to produce the kind of results he sug-f
' gests.

Here’s the problem — many students of

‘all ages'don’t want to be in school. The older
they are, the harder it is to identify them as

" truants and legally compel them to attend.

How much of a school district’s precious

- -and limited resources should teachers and

* administrators expend to compel the atten-

~ dance of older teens? Even assuming that

- financial resources were unlimited, it'’s ques-
tionable whether this goal would be worth
- pursuing. But for districts already operating

"on a shoe string, many waiting for promised
. ‘state appropriations, taking on this proposed ,
. new mandate borders on ridiculous.

No one should underestimate the attrac-
tiveness of this issue. If it wasn’t poll tested

" and found appealing, the idea never would

‘have made it into President Obama s State of
.--the Union address.

- That’s why Illinois’ legislators may well be .~ |
smitten, too. It would give them something -

& superficially appealing to talk about as they
‘run for re-election, and it would be a whole

lot safer than takmg on the state’s real prob-

“lems.

Jane Quinn, the regional superintendent
of education for Champaign and Ford coun-
ties, said raising the age is “kind of like mom

" and apple pie.” But she warns that “once kids

reach d certain age ... it’s pretty hard to keep

' them there” because they first must be iden-

tified as truants and then dragged through
an enforcement process almed at compellmg

them to attend.

Under the old minors- m-need-of—super—
vision law (MINS), truants were identified,
dragged into court and ordered as a condi-

tion of their legal status to attend school. If

they did not, they could be held in contempt
of court and ordered to attend school at the -

. county’s juvenile deténtion center. The vast

maJor1ty of young people who found them-

- ‘selves in that situation went back to school.

~ But Illinois repealed its MINS law years
ago, essentially legalizing truancy. That was
such a big flop that lawmakers subsequently

- passed-a new law aimed at truants, one that

unfortunately established a needlessly com-

plicated procedure to compel school atten-
. dance. '

~If that approach is to be used 1t’s better
to use it on children young enough to benefit

from the effort expended to get their atten-

tion. Seventeen-year—olds don'’t. fall in that

- category.

Public schoois, espemally these days have
much to do and not enough résources to do it
with. Adding another ill-advised mandate will

- only make a bad situation worse. Quinn’s pro-

posal should be emphatically rejected.




work force down

BY DAVE MCKINNEY

AND FRAN SPIELMAN

Staff Reporters

. State and local govern- -
- ments. across the coun-

try trimmed their overall

work forces in 2010 for the

- first time in two decades,

new. U.S. Census estimates
" showed Monday.

The. 1 percent decline

mirrors already—estabhshed
trends in . Illinois, where

. . headcounts within . state
- government and at Clty Hall
have undergone belt-tighten-

ing for the past decade.. -

Nationally, in 2010, there .
_“were 166 million full-time
employees in state and lo--

cal governments across the

- country, 208,321 fewer than .
. ~were employed in 2009, the
. - Census Bureau reported.

The bulk of those work-

_ers — 9 million — were em-.
. ployed in hospitals, on police

| forces and in prisons.

- Part-time. state: and lo--
. fcal government employees

_ slipped by 27,567 in 2010 to

. about 4.8 million.

- The downward trend :
- marks the first time since

Chicago Sun-Times
January 31, 2012

‘Nationwide cutback

in government ]obs

+.1992 that state and local
. .governments nationally em- -

ployed fewer people than in

_the year before.

- sharplyforyears

- In Hlinois, the state work
force stood at 51,904 at the
end of December, down 25

percent from 2002. That
‘year, state government em-

ployed 69,003 people. “It has

‘eroded quahty and efficiency

of services provided to the
public and, by forcing .the
state to rely on huge amounts
of ~overtime, has - burned

out the skeleton workforce
-that remains,” said Anders
Lindall, a spokesman for AF-.
- SCME Council 81, which rep-
.resents the largest unionized

bloc of state workers.

A December -analysis by
the Associated Press showed
Illinois had the lowest ratio

~of public workers per 1,000

residents of any state nation-
ally. The report did not in-
clude edueation employees.
-Gov. Pat Quinn has threat-
ened to cut even more
through various state facil-
ity closures. Last fall, seven
state facilities were on the

chopping block that had im-
.periled: 2,600 state govern-

ment jobs.:

But facing resistance from

lawmakers and AFSCME,

the - Quinn. administration

backed off and has shifted
its focus on closing two state

institutions — the Tinley
Park Mental Health Center
and the Jacksonville Devel-
opmental Center downstate.
The administration insisted
those moves, opposed by AF-
SCME, go beyond the $19.8
million in savings that will
result from closing the facili-
ties and laying off 550 work-
ers. Shifting developmen-

tally disabled residents into
community-based = settings

will heighten their living con-
ditions, Quinn’s aides said.




Chicago Tribune
January 31, 2012

ege .
- Inthe recent opinion piece -
State of dysfunction: The econo-

hypocrisy” (Perspective,

, Peter Morici, a professor
mith School of Business at
University of Maryland and
rmer chief economist 4t the U.S.
national Trade Commission,
izes the educational initia-

tives proposed by President Ba-
. “rack Obama in his State of the
Union address.
. Morici says, “He (the pre51~ :
dent) wants to send more young

gulatlon and industrial pohcles,
hamplfoned by Obama, have

ot to send kids to college or

educate them to competeina

bal économy? Ln

ricimay be willing niot to

. “‘send his children to college for -
lack of jobs.

7 iButI, as a parent, would make

sure my kids are as well—educated

anyone else.

 54Itis ashame a college professor

'would make such a reckless state-
ment..

PR Ravi Chandran, Bolmgbrook
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Endowment Returns Rise to 19%, but Trouble May Lie
Ahead

By Andrea Fuller

Despite the continuing struggles of the economy, university
endowments continued to grow in 2011, bringing in a 19-percent
return on their investments.

That's the good news from the annual survey of endowment returns

by the National Association of College and University Business

Officers and the Commonfund Institute. The bad news is that

endowments have yet to rise from their prerecession levels. And
-trouble may lie ahead for 2012.

Endowments have been buffeted by the turbulent economic climate
of recent years, with 2009 bringing a 19-percent drop in returns,
followed by a 12-percent rise in 2010.

This past year, returns were strong across all asset classes, and
domestic equities—stocks in U.S. companies—brought in the
strongest numbers, at 30 percent.

NACUBO and Commonfund do not release individual institutions'
endowment returns, but they do report overall changes in the size of
endowments—changes that would reflect not only investment
returns but also gifts received or endowment money spent. The
University of California at Los Angeles's endowment grew by 49.3
percent, the most of any endowment, because of several large gifts

~ to the university. Oklahoma State University and the University of
Towa also saw their endowments rise by more than 30 percent.

Despite the good news, there are reasons to worry that endowments
may not do as well in the current fiscal year.

The 2011 fiscal year ended June 30—before the European debt crisis
worsened and economic woes in the United States set off an
uncomfortable new round of market volatility. More trouble in
Europe or Asia, experts say, could affect U.S. endowments—not only
by alarming the stock markets, but also because endowments have
17 percent of their assets in international equities.

http://chronicle.com/article/Endowment-Returns-Rise-19-/130588/

1/31/2012
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John Griswold, executive director of the Commonfund Instifute,
says he still expects positive returns for 2012, but he doubts those
returns will be as good as last year's. He says that he remains
concerned about the economy, as well as cuts in government
support that may force universities to tap into their reserves.

"We think we're probably in a slow-growth environment," he says.
"There are still a tremendous number of challenges economically."

Trouble in the international markets has led some endowment
managers to proceed with caution. The University of Texas
Investment Management Company brought a 20-percent return in

“the fiscal year ending June 30, but the company's chief executive,
Bruce Zimmerman, remains concerned. Mr. Zimmerman says the
company has recently made more conservative investments, such as
in bonds and gold.

"In terms of our outlook going forward, we are very concerned and
are positioned defensively," he says. "Our concern is that the
fundamental economic issues, namely too much debt in the
developed world, have not been addressed. It's the 8oo-pound
gorilla in the room that no one wants to talk about.”

Type your comment here.

http://chronicle.com/article/Endowment-Returns-Rise-19-/130588/

1/31/2012
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Thniversities Invest More in Private Equity

Universities devoted 55 percent of their investinents in 2011 to “alternative stra tegm such as
private equity, hedge funds, venture capital, and distressed debt. : P :

Percentage of endowment investments in alternative étrategies and private equity

5

%

£% Al altemative
strategios

20%

I privaie equity

2007 2008 2009 20100700 2014
Mofe: Reflects anly the 348 endowments that parficipated in he Survey in each of the lest five Years.

- Percentage of alternate-strategy investments inprivate equity

- 26%

" Source: G insfitute, Nationa! Assaciation of College and University Bismisss Offics

- Average Anpual Endowment Returns, 2001-2011

A87%

‘insﬁm(e‘ Natio iatio u.uplleg&‘and’ i Bissh ,Ofﬁcg(s»'
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Not Out of the Woods Yet
January 31, 2012 - 3:00am

By Kevin Kiley

While 2011 endowment returns make it look like investing is back to the good old days, colleges and
universities aren't in the clear yet.

College and university endowments returned an average of 19.2 percent in the fiscal year that ended June
30, 2011, a rate that more closely resembles pre-recession levels than those of the preceding two years,
according to an annual survey compiled by the National Association of College and University Business
Officers and Commonfund, an investment firm for nonprofit organizations.

And unlike the recession years, when smaller endowments had higher rates of return than wealthier
institutions, the spread was closer to that of the mid-2000s. Institutions with large endowments, which
often tend to have more money invested in "alternative strategies" such as hedge funds, venture capital,
private equity, and private real estate, saw the highest returns, while smaller endowments, with more
money tied up in domestic equities and fixed-income investments, had lower returns.

While the returns look good for higher education, analysts said now is not the time to celebrate. After
taking a huge hit in the 2009 fiscal year, almost half of all university endowments are still worth less than
they were in 2008. And the second half of 2011 -- which is not covered in the survey -- was a volatile
period for financial markets, and several analysts suspect that, barring a large surge this spring, returns for
the 2012 fiscal year will be less than those from 2011,

Even with sizable returns for the 2010 and 2011 fiscal years, those gains have been tempered by payouts
and inflation, putting many institutions behind where they had hoped to be. "Even though this was a really
great year, many of our institutions are still not at the point where they’ve recovered the value they lost
from the recession," John Walda, president and chief executive of NACUBO, said at a press event in New

York on Monday morning.

A total of 823 endowments totaling $408.1 billion responded to the survey, which is conducted annually.
That is a slight drop from last year, when about 850 institutions participated. Survey directors attributed
the decrease to staffing cuts at many institutions, whlch might have left finance offices with too few
employees to fill out the survey.

In last year's survey, endowments of all sizes generally performed the same. The largest endowments --
those of more than $1 billion -- averaged a return of 12.2 percent, while the least wealthy -- those of less
than $25 million -- returned 11.6 percent. The spread was wider this year, with the wealthiest institutions
averaging returns of 20.1 percent and the least wealthy returning an average of 17.6 percent.

The gains for large endowments are associated with their investments in alternative strategies, investment
types that small endowments tend not to have access to, such as hedge funds and private equity. Wealthy




institutions placed 60 percent of their money in these alternative strategies, compared to just 10 percent
for less-wealthy institutions. In addition to having more access to riskier investments because of their
size, wealthier institutions also are more likely to employ full-time endowment managers.

Alternative investments tend to perform very well in good years but take bigger losses in bad years, which
accounted for the largest losses in 2009. Many in higher education expected the 2008 credit crisis and
ensuing recession to diminish institutions' appetites for the risky investments that drove their losses, but
that hasn't been the case. For institutions of all sizes, the proportion of money placed in these alternative
investments increased from 46 percent in 2008 to 53 percent in 2011.

The survey's directors noted a slight increase in the amount of cash institutions were keeping -- about 4
percent of the overall allocation. Since cash doesn't generate significant returns, institutions are likely
keeping it to ensure they have enough liquidity in the wake of the credit crisis. Since 2009, investment
agencies have emphasized the need to have liquid assets to cover debts in case access to credit is
restricted, as it was in 2008.

While this year's returns were strong, they are tempered by the long-term swings. The 10-year average of
5.6 is about twice the rate of increase of the S&P 500, but that includes an 18 percent decrease in 2009
and a 19 percent increase in 2011.

"One of the things highlighted by today’s numbers is that they show the continuing volatility in the
markets, which makes it a challenge for those who are managing endowments to support institutions on a

steady basis," Walda said.

Average One-, Three-, Five-, and 10-Year Returns for Fiscal Year 2011

Size of wlr-Year 3—Yeai‘ : SQYéar 10-Year

Endowment Returns Returns Returns Returns (%)
| ; , (%) (%) ) Lo
More than §1 20.1 24 5.4 6.9
{billion _ ‘ ‘ o
$501 Millionto $1, ;¢ ¢ 26 438 6.0
;B11110n ‘ o o
$101 Million to
$500 Million ”19.7 2.6 4.4 5.3 -
$51 Million to
‘$100 Mimon 19.3 2.8 ; 4.4 . 51 |
825 Million t0 $50} ¢ 42 47 5.0
Million ) .
Less Than $25 ;
Million | 76 40 ] 2 ) 49
Average | 192 | 31 | 47 | 56
Median | 198 | 31 | 46 | 55

30 Colleges and Universities with the Largest Endowments

CInstitution [ 2000 [ 2000 [ Percent




Endowment

Endowment i Change
Funds ($000) Funds ($000) |
Harvard University | $31,728,080 | $27,557,404 | 15.1%
Yale University | 19,374,000 16,652,000 | 163
University of Texas 17,148,649 14,052,220 22.0
System » -
Princeton University | 17,109,508 | 14,391,450 | 189
Stanford University | 16,502,606 | 13,851,115 | 19.1
Massachusetts Institute of 0,712,628 8,317,321 16.8
Technology . R ,
{University of Michigan 7,834,752 6,564,100 | 194
[Columbia University _ 7,789,578 | 6516512 | 195
INorthwestern University | 7,182,745 | 5945277 | 208
{Texas A&M University
System & Foundations 6,999,517 578,289 22.0
University of 6,582,029 5,668,939 16.1
Pennsylvania T |
[University of Chicago | _ 6,575,126 | 5,543,084 | 186
[University of California | 6,342,217 | 5441025 | 166
University of Notre Dame| ~ 6,259,598 | 5,234,841 19.6 |
Duke University ) l 5,747,377 . 4?,,8,23’572 192 B
[Emory University | 5400367 | 4694260 | 150
o ashington Universityin| 5500143 | 4473150 18.0
Cormel University [_‘ 5,059,406 | 4378587 | 155
{University of Vlrglma [ 4,760,515 13,706,823 f 28.4
[Rice University | 4451452 3,786,548 | 176
[University of Southern 3,517,173 2,947,978 19.3
; Vanderbﬂt Umvers1ty 3,414,514 3,044,000 [ 12.2
[Dartmouth College 3,413,406 $2,998302 | 138
[New York University | 2,827,000 | 2,370,000 | 19.3
[Johns Hopkins University| 2,598,467 | 2219025 | 17.1
[University of Pittsburgh | 2,527,398 | 2,032,798 | 243
|University of Minnesota
land Affiliated 2,503,305 2,195,742 14.0
|Foundations ; - ’
[Brown University |  2/496,926 _2:155,330 158
{University of North \‘
|Carolina at Chapel Hill & | 2,260,970 1,979,220 14.2
{Foundations




[University of Washington | 2,154,494 | 1,904970 | 13.1

10 Liberal Arts Colleges with the Largest Endowments

Rank| Institution 2011 Endowment 2010 Endowrﬁent Percent
Funds ($000) Funds ($000) | Change
35 | Williams 1,784,305 1,526,571 16.9
College ; 7
41 |Pomona 1,700,454 1458974 | 16.6
College o 7 ’
jgp ipmherst 1,641,511 1385745 | 185
~{College 8 :
4g  [Swarthmore 1,508,483 1,249,254 20.8
College R N :
IGrinnell
149 1,500,219 1,264,834 18.6
College ’
so | Wellesley 1499872 | 1306,79 | 1438
__[College o o ;
52 |SmithCollege | 1,429,527 | 1,243,561 | 15.0
78 |BereaCollege | 978,735 | 846776 | 156
lg4  Middlebury 907668 | 783225 | 159
iCollege ’ ,
1Bowdoin :
85 904,215 753,525 | 200
"~ [College ; , ; N ‘ ,

5 Historically Black Colleges and Universities with the Largest Endowments

Rank|  Institution | 2011 Endowmenf 2010 Eﬁdovﬁhent: Percentﬂ
; : Funds ($000) Funds ($000) | Change
l139 [Howard 539316 1450867 173
~"  {University L ‘ . o
205 |Spelman College |326,929 295,220 10.7
l4q (Hampton 240,014 212,712 112.8
| [|University 3 o
| (Florida A&M |
1389  [University 111,516 96,154 116.0
i : Foundation ; - o
1396 [Meharry Medical |,y 59 90,659 118.6
| [College o R

Read more: http://www.insidehighered.com/news/2012/01/31/endowment-returns-2011-near-pre-
recession-levels#ixzz113WgGRsC
Inside Higher Ed
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