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2010 50,000,000 3.30 3.324 452151KX0 US452151KX09 17044753
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$ 9,400,000,000 TERM BONDS
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$1,375,000,000 4.95% Term Bonds due June 1, 2023-Price 99.872% 452151LE1 US452151LE19 17045270

$7,650,000,000 5.10% Term Bonds due June 1, 2033-Price 100.00% 452151LF8 US452151LF83 17045300



STATE OF ILLINOIS

Rod R. Blagojevich, Governor




[THIS PAGE INTENTIONALLY LEFT BLAN K]



No dealer, broker, salesperson, or other person has been authorized by the State of Illinois or the Underwriters to give any information
or to make any representations other than those contained in this Official Statement and, if given or made, such other information or
representations must not be relied upon as having been authorized by the State. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy, nor shall there be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to
make such offer, solicitation or sale. The information and expressions of opinion set forth herein have been furnished by the State and include
information from other sources which the State believes to be reliable. Such information and expressions of opinion are subject to change
without notice, and neither the delivery of this Official Statement nor any sale made hereunder shall under any circumstances create any
implication that there has been no change since the date thereof.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE BONDS AT LEVELS ABOVE THOSE
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.

In making an invesiment decision, investors must rely on their own examination of the terms of the offering, including the
merits and risks involved. These securities have not been recommended by any federal or state securities commission or regulatory
authority. Furthermore, the foregoing authorities have not confirmed the accuracy or determined the adequacy of this document. Any
representation to the contrary is a criminal offense.

References in this Official Statement to statues, laws, rules, regulations, resolutions, agreements, reports and documents do not
purport to be comprehensive or definitive, and all such references are qualified in their entirety by reference to the particular document,
the full text of which may contain qualifications of and exceptions to statements made herein. This Official Statement is submitted in
connection with the sale of the General Obligation Bonds, Pension Funding Series of June 2003 (Taxable), referred to herein and may not
be reproduced or used, in whole or in part, for any other purpose.
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$10,000,000,000
STATE OF ILLINOIS
GENERAL OBLIGATION BONDS

Pension Funding Series of June 2003 (Taxable)

INTRODUCTION

This introduction contains only a brief summary of certain terms of the Bonds being offered, and a brief
descriprion of the Official Statement. All statements contained in this introduction are qualified in their entirety by
reference to the entire Official Statement. References to, and summaries of, provisions of the Illinois Constitution
and laws of the State of Illinois and any documents referred to herein do not purport to be complete and such
references are qualified in their entirety by reference to the complete provisions.

General

The purpose of this Official Statement (which includes the cover page, the inside cover page and the
Appendices hereto) is to set forth certain information concerning the State of Tilinois (the “State”) and the State’s
$10,000,000,000 aggregate original principal amount of General Obligation Bonds, Pension Funding Series of June
2003 (Taxable) (the “Bonds”). The Bonds are being issued to fund or reimburse a portion of the State’s obligation
to make contributions to the Retirement Systems (as defined herein), to pay capitalized interest on the Bonds and to
pay costs of financing, including, but not limited to, the cost of issuance of the Bonds, all as authorized by Section
7.2 of the General Obligation Bond Act of the State, as amended (30 ILCS 330/1 ez seq.) (the “Bond Act”). See
“PLLAN OF FINANCE-ISSUANCE OF THE BONDS AND ALLOCATION OF PROCEEDS.”

Tllinois is a sovereign state of the United States and issuer of debt securities. The State’s powers and
functions are subject to the Illinois Constitution of 1970 (“Illinois Constitution”) and to laws adopted by the Hllinois
General Assembly (the “General Assembly”), limited only by federal law and jurisdiction. See “STATE OF
ILLINOIS-ORGANIZATION” herein.

The State has diversified economic strengths. Measured by per capita personal income, the State ranks
third among the ten most populous states and ninth among all states. Illinois ranks eighth among all states in total
cash receipts from crops, fifth in agricultural exports and ranks among the top states in several measures of
manufacturing activity. Chicago, the largest city in the State, is the third most populous city in the United States and
serves as the transportation center of the midwestern U.S. and the headquarters of many of the nation’s major
corporations and financial institutions. See “STATE OF ILLINOIS,” “STATE FINANCIAL INFORMATION” and
«APPENDIX A-ECONOMIC DATA” for further information regarding the State.

Authority for Issuance

The Bond Act, as amended by Public Act 93-2, which became effective as of April 7, 2003 (“Public Act
93-2”), empowers the State to issue and sell up to $10 billion of general obligation bonds of the State for the purpose
of funding or reimbursing a portion of the State’s contributions to the following retirement systems: the State
Employees’ Retirement System of Illinois, the Teachers’ Retirement System of the State of Illinois, the State
Universities Retirement System, the Judges Retirement System of Iilinois, and the General Assembly Retirement
System (collectively, the “Retirement Systems” and, individually, a “Retirement System”). See “PLAN OF
FINANCE”, “AUTHORITY FOR ISSUANCE” and “PENSION SYSTEMS” herein for further information
regarding the State’s authority to issue the Bonds and its obligations regarding the Retirement Systems.

In addition to the Bonds, the Bond Act authorizes the State to issue and sell direct, general obligations of
the State (the “GO Bends™), in the aggregate amount of approximately $17.7 billion (excluding refunding bonds).
As of April 30, 2003, GO Bonds were outstanding in an aggregate principal amount of approximately $8.4 billion.
See “INDEBTEDNESS-GENERAL OBLIGATION BONDS.”



Security

The Bonds are direct, general obligations of the State, and, pursuant to the Bond Act, the full faith and
credit of the State is pledged for the punctual payment of interest on all GO Bonds issued under such act, including
the Bonds, as it comes due and for the punctual payment of the principal thereof at maturity, or any earlier
redemption date, and premium, if any. These provisions are irrepealable until all GO Bonds issued under the Bond
Act are paid in full as to both principal and interest. The assets of the Retirement Systems do not secure, and are not
available for payment of, the Bonds. See “THE OFFERING-SECURITY.”

Tax Matters

In the opinion of Mayer, Brown, Rowe & Maw and Pugh, Jones & Johnson, P.C., Co-Bond Counsel,
interest on the Bonds is not excludable from gross income for federal income tax purposes. Co-Bond Counsel are
further of the opinion that under existing law, interest on the Bonds is not exempt from present State of Illinois
income taxes. See “THE OFFERING-TAX MATTERS.”

PLAN OF FINANCE

STATE RETIREMENT SYSTEMS

Pursuant to the Ilinois Pension Code, as amended (the “Pension Code”), the State is responsible for
funding employer contributions of the Retirement Systems. The State currently makes payments to the Retirement
Systems on an annual basis, consisting of (i) an accrued actuarial liability contribution representing pension benefits
earned in prior years which, pursuant to standard actuarial practices, are not fully funded (referred to herein as the
“UAAL”), and (i) a contribution representing the State’s obligation for its share of the costs of various current
benefits. As of June 30, 2002 (the most recently completed fiscal year of the State), the Retirement Systems had an
aggregate membership of 311,707 active members, 168,341 inactive members entitled to benefits and 147,956 retired
members and beneficiaries. As of June 30, 2002, based upon the most recent available actuarial valuation of the
Retirement Systems, the actuarially determined accrued liabilities of the Retirement Systems were approximately
$75.2 billion, the fair market value of their assets was approximately $40.3 billion, and the aggregate UAAL with
respect to the Retirement Systems was approximately $34.9 billion. For further information regarding the
Retirement Systems and the State's obligations regarding the Retirement Systems, see “PENSION SYSTEMS.”

STATE LAW REQUIREMENTS FOR RETIREMENT SYSTEMS FUNDING

State law regulates the State’s funding of the Retirement Systems. Public Act 88-593, effective July 1,
1995, created an actuarially-based funding method for the Retirement Systems with an ultimate goal of achieving 90
percent funding of Retirement System liabilities. Pursuant to this law, the State’s percent of payroll contribution to
each Retirement System began increasing in fiscal year 1996 and is scheduled to increase each year through fiscal
year 2010. In fiscal years 2011 through 2045, the State’s contribution will level off to an equal percentage of payroll
as necessary to amortize 90 percent of the Retirement Systems’ unfunded liabilities by the end of the 50-year period
(1995 to 2045). The legislation also provided for continuing appropriations to the Retirement Systems beginning in
fiscal year 1996. This provision requires the State to provide contributions to the Retirement Systems without being
subject to the annual appropriation process. In the event that the General Assembly fails to appropriate the amounts
certified by the Retirement Systems, Public Act 88-593 provides for payments to be made by the Comptroller of the
State (the “Comptroller”), and the Treasurer of the State (the “Treasurer”), in amounts sufficient to meet the
requirements of the Act.

ISSUANCE OF THE BONDS AND ALLOCATION OF PROCEEDS

In April 2003, pursuant to Public Act 93-2, the State was authorized to issue and sell the Bonds for the
purpose of making contributions to, and funding the UAAL of, the Retirement Systems. The net proceeds of the
Bonds will be used to (i) reimburse the State’s General Revenue Fund for a portion of the contributions made to the
Retirement Systems for the last quarter of the State’s fiscal year 2003, (ii) reimburse the State’s General Revenue
Fund for the State’s contributions to the Retirement Systems for the State’s fiscal year 2004, and (iii) fund a portion
of the UAAL. The net proceeds of the Bonds will not be sufficient to fully fund the UAAL. For further information
regarding the funding of the Retirement Systems, see “PENSION SYSTEMS.”



Pursuant to Public Act 93-2, the State is required to deposit into the Pension Contribution Fund (the
“Pension Contribution Fund”), a newly created fund held in the State Treasury, the proceeds from the sale of the
Bords less an aggregate amount of proceeds representing up to 12 months’ capitalized interest on the Bonds and the
aggregate amount of proceeds used to pay expenses of the offering of the Bonds. Proceeds representing capitalized
interest will be deposited directly into the capitalized interest account of the General Obligation Bond Retirement and
Interest Fund (described below in “SECURITY”). Out of the net proceeds of the Bonds deposited into the Pension
Contribution Fund, the State is obligated to reserve $300 million for transfer to its General Revenue Fund,
representing a portion of the required State contributions to the Retirement Systems for the last quarter of the State’s
fiscal year 2003, plus the sum of $1.86 billion, representing the required State contributions to the Retirement
Systems for the State’s fiscal year 2004 (collectively, the “Reimbursement Amounts”). Upon the deposit of such
$3C0 million in the Pension Contribution Fund, the State shall immediately transfer such moneys to its General
Revenue Fund. Whenever any payment of State contributions for fiscal year 2004 is made to any Retirement
System, the State will transfer from the Pension Contribution Fund to its General Revenue Fund an amount equal to
the amount of that payment. If the Reimbursement Amounts exceed the amount of required State contributions to the
Retirement Systems for fiscal year 2004, the State will continue to make transfers to its General Revenue Fund based
on the State’s fiscal year 2005 required payments until the entire Reimbursement Amounts have been transferred.

Public Act 93-2 further mandates that all net proceeds of the Bonds deposited into the Pension Contribution
Fund, other than the Reimbursement Amounts described above, will be transferred by the State to the Retirement
Systems to reduce the UAAL. The amount of the transfer to each Retirement System will constitute a portion of the
total transfer amount that is the same as such Retirement System’s portion of the UAAL of the Retirement Systems as
a whole, as most recently determined by the Bureau of the Budget (the “ Bureau”). The Bureau is required under
Public Act 93-2 to complete the allocations among the Retirement Systems as described in the preceding sentence and
notify each such Retirement System and the Comptroller within 15 days after net proceeds of the Bonds in excess of
the Reimbursement Amounts have been deposited into the Pension Contribution Fund. Thereafter, each Retirement
System shall submit a voucher to the Comptroller for its allocation and such allocated amount shall be paid from the
Pension Contribution Fund.

Although a portion of the net proceeds of the Bonds will be used to fund a portion of the UAAL, the assets
of the Retirement Systems do not secure, and are not available for payment of, the Bonds. See “THE OFFERING-
SECURITY.”

FUTURE STATE CONTRIBUTIONS TO RETIREMENT SYSTEMS

Following the issuance of the Bonds pursuant to Public Act 93-2, the State’s contributions to the Retirement
Systems from the General Revenue Fund for fiscal year 2005 and thereafter will be decreased by the debt service
payments for such fiscal year on the then outstanding Bonds. The State’s contribution for fiscal year 2005 and for
each fiscal year thereafter with respect to each Retirement System will not exceed an amount equal to (i) the amount
of the required State contribution that would have been calculated under the provisions of the Pension Code if such
Retirement System had not received its allocation of net proceeds of the Bonds (other than Reimbursement Amounts),
as described in the proceeding paragraph, minus (i) that portion of the State’s total debt service payments for that
fiscal year on the Bonds that is the same as such Retirement System’s portion of the total net proceeds transferred to
the Retirement Systems as a whole (other than Reimbursement Amounts).

The General Assembly may enact legislation from time to time to modify the computation methodology for
purposes of calculating the UAAL. For further information regarding the current legal requirements governing the
State’s obligations to the Retirement Systems, see “PENSION SYSTEMS.”

AUTHORITY FOR ISSUANCE

The Bond Act, as amended by Public Act 93-2, authorizes the State to issue and sell GO Bonds, including
the Bonds. The Bond Act transferred the authority from and consolidated into a single bond act the following bond
acts: the Capital Development Bond Act of 1972, the Transportation Bond Act, the School Construction Bond Act,
the Anti-Pollution Bond Act, and the Illinois Coal and Energy Development Bond Act. These bond acts were
amended to direct that all future GO Bonds are to be issued under the Bond Act. The Bonds constitute an installment
of non-refunding, muiti-purpose State of Iilinois GO Bonds under the Bond Act.



In addition to the Bonds, the Bond Act authorizes the State to issue and sell multi-purpose GO Bonds in the
aggregate amount of $17,658,149,369, excluding refunding bonds but including the tobacco securitization general
obligation bonds referred to below, for capital purposes in the amounts listed below:

*  $7,320,235,369 for capital facilities within the State.

¢ $5,313,399,000 for use by the Nlinois Department of Transportation.
e $3,150,000,000 for grants to school districts.

e $461,315,000 for Anti-Pollution purposes.

*  $663,200,000 for Coal and Energy Development purposes.

See “INDEBTEDNESS-GENERAL OBLIGATION BONDS” for a description of the authorized and previously issued
GO Bonds under the Bond Act. The Bond Act further authorizes the amount of $2,839,025,000, at any time and from
time to time outstanding, for the purpose of refunding any outstanding GO Bonds of the State.

The Bond Act also authorizes the State to issue and sell “tobacco securitization general obligation bonds” in
the amount of $750,000,000 for general operating purposes. The authorization to issue such bonds expires on June
30, 2003. The State does not anticipate issuing such bonds.

The State is also authorized to issue additional forms of debt, including short-term certificates. See
“INDEBTEDNESS” herein. Short-term certificates are authorized pursuant to the Illinois Constitution and the Short
Term Borrowing Act of the State, as amended (the “Short Term Borrowing Act”), and the Short Term Borrowing
Act constitutes an appropriation out of any money in the State Treasury of an amount sufficient to pay the principal
and interest on such short-term certificates. See “INDEBTEDNESS-SHORT TERM DEBT” for a further discussion
of the authorized and previously issued short term certificates under the Short Term Borrowing Act.

THE OFFERING

DESCRIPTION OF THE BONDS

The Bonds will bear interest from their issue date and will mature on June 1 of each of the years and in the
amounts set forth on the inside cover page of this Official Statement. Interest on the Bonds is payable semiannually
on the first day of June and December of each year, beginning on December 1, 2003, at the rates per annum set forth
on the inside cover page of this Official Statement. Interest payable on a date which is not a business day (i.e., a
Saturday, Sunday or any other day which is a legal holiday in the State) shall be payable on the immediately
succeeding business day.

Purchases of the Bonds will be made in denominations of $5,000 principal amount or any integral multiple
thereof, and will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New
York, New York (“DTC”). DTC will act as securities depository of the Bonds. Principal of, and interest on, the
Bonds will be paid by the Treasurer, as bond registrar and paying agent, to DTC or its nominee, which will in turn
remit such payment to its participants for subsequent disbursement to the beneficial owners of the Bonds.

REDEMPTION
The Bonds are not subject to optional redemption prior to their maturity.
Mandatory Sinking Fund Redemption

The Bonds maturing on June 1, 2018 (the “2018 Term Bonds”), in the aggregate principal amount of
$375,000,000, are subject to mandatory sinking fund redemption, pro rata among holders of the 2018 Term Bonds,
at a redemption price equal to the par amount of the Term Bonds so redeemed plus accrued interest to the redemption
date. The sinking fund installments set forth below represent the amount of principal that the State is required to pay
on June 1 (the mandatory sinking fund redemption date) in each of the following years.



Sinking Fund

Year Installment
2016 $ 100,000,000
2017 125,000,000
2018* 150,000,000

*¥Maturity

The Bonds maturing on June 1, 2023 (the “2023 Term Bonds™), in the aggregate principal amount of
$1,375,000,000, are subject to mandatory sinking fund redemption, pro rata among holders of the 2023 Term
Bonds, at a redemption price equal to the par amount of the Term Bonds so redeemed plus accrued interest to the
redemption date. The sinking fund installments set forth below represent the amount of principal that the State is
required to pay on June 1 (the mandatory sinking fund redemption date) in each of the following years.

Sinking Fund
Year Installment
2019 $ 175,000,000
2020 225,000,000
2021 275,000,000
2022 325,000,000
2023* 375,000,000

*Maturity

The Bonds maturing on June 1, 2033 (the “2033 Term Bonds” and, together with the 2018 Term Bonds
and the 2023 Term Bonds, the “Term Bonds”), in the aggregate principal amount of $7,650,000,000, are subject to
mandatory sinking fund redemption, pro rata among holders of the 2033 Term Bonds, at a redemption price equal to
the par amount of the Term Bonds so redeemed plus accrued interest to the redemption date. The sinking fund
installments set forth below represent the amount of principal that the State is required to pay on June 1 (the
mandatory sinking fund redemption date) in each of the following years.

Sinking Fund
Year Installment
2024 $ 450,000,000
2025 525,000,000
2026 575,000,000
2027 625,000,000
2028 700,000,000
2029 775,000,000
2030 875,000,000
2031 975,000,000
2032 1,050,000,000
2033* 1,100,000,000

*Maturity

Giving effect to the mandatory sinking fund redemption set forth above, the average life of the 2018 Term
Bonds, calculated from June 12, 2003, will be approximately 14.10 years, the average life of the 2023 Term Bonds,
calculated from June 12, 2003, will be approximately 18.33 years, and the average life of the 2033 Term Bonds,
calculated from June 12, 2003, will be approximately 26.28 years.

Selection of Bonds For Mandatory Sinking Fund Redemption

Mandatory sinking fund redemption payments on the Term Bonds of a maturity will be made on a “pro
rata” basis to each holder in whose name such Term Bond is registered at the close of business on the 15th day
immediately preceding the applicable redemption date. “Pro rata” means, in connection with any mandatory sinking
fund redemption, with respect to the allocation of amounts to the payment of sinking fund installments required to be
made on Term Bonds of any maturity, the application of a fraction to such amounts, the numerator of which is equal



to the amount of such Term Bonds of such maturity held by a holder of Term Bonds of such maturity, and the
denominator of which is equal to the total amount of such Term Bonds of such maturity then outstanding.

So long as there is a securities depository for the Bonds, there will be only one registered owner and
neither the State nor the Bond Registrar will have responsibility for prorating partial redemptions among beneficial
owners of the Term Bonds. See “APPENDIX C-GLOBAL BOOK-ENTRY SYSTEM.”

Notice of any mandatory sinking fund redemption of Bonds will be sent by certified or first-class mail not
less than thirty (30) nor more than sixty (60) days prior to the date fixed for redemption to the registered owner of
each Bond (or portion thereof) to be redeemed at the address shown on the registration books of the State maintained
by the Bond Registrar, or at such other address as is furnished in writing by such registered owner to the Bond
Registrar.

Partial Redemption

Upon surrender of any bond redeemed in part only, the Bond Registrar shall execute and deliver to the
holder thereof a new Bond or Bonds of like series, tenor and maturity and of authorized denominations equal to the
unredeemed portion of the Bond surrendered. Such partial redemption shall be valid upon payment of the amount
required to be paid to such holder, and the State shall be released and discharged thereupon from all liability to the
extent of such payment.



DEBT SERVICE SCHEDULE

The following table shows the scheduled principal (at maturity or by mandatory sinking fund redemption),
interest and total fiscal year debt service due on the Bonds. For total debt service on GO Bonds, including the
Bonds, see “INDEBTEDNESS-Table 14-MATURITY SCHEDULE-GENERAL OBLIGATION BONDS.”

Debt Service on the Bonds

Total
Fiscal Year Fiscal Year
Ending June 30 Principal Interest Debt Service
2004 $ - $ 481,038,333 $ 481,038,333
2005 - 496,200,000 496,200,000
2006 - 496,200,000 496,200,000
2007 - 496,200,000 496,200,000
2008 50,000,000 496,200,000 546,200,000
2009 50,000,000 494,950,000 544,950,000
2010 50,000,000 493,550,000 543,550,000
2011 50,000,000 491,900,000 541,900,000
2012 100,000,000 490,125,000 590,125,000
2013 100,000,000 486,375,000 586,375,000
2014 100,000,000 482,525,000 582,525,000
2015 100,000,000 478,575,000 578,575,000
2016 100,000,000 474,525,000 574,525,000
2017 125,000,000 470,175,000 595,175,000
2018 150,000,000 464,737,500 614,737,500
2019 175,000,000 453,212,500 633,212,500
2020 225,000,000 449,550,000 674,550,000
2021 275,000,000 438,412,500 713,412,500
2022 325,000,000 424,800,000 749,800,000
2023 375,000,000 408,712,500 783,712,500
2024 450,000,000 390,150,000 840,150,000
2025 525,000,000 367,200,000 892,200,000
2026 575,000,000 340,425,000 915,425,000
2027 625,000,000 311,100,000 936,100,000
2028 700,000,000 279,225,000 979,225,000
2029 775,000,000 243,525,000 1,018,525,000
2030 875,000,000 204,000,000 1,079,000,000
2031 975,000,000 159,375,000 1,134,375,000
2032 1,050,000,000 109,650,000 1,159,650,000
2033 1,100,000,000 56,100,000 1,156,100,000

$ 10,000,000,000

$ 11,933,713,333

$ 21,933,713,333




APPLICATION OF BOND PROCEEDS

The Bond proceeds will be applied approximately as set forth below:

Use of Funds
Funding or Reimbursement of Pension Contributions $9,477,292,917
Capitalized Interest 481,038,333
Underwriters’ Discount and Cost of Issuance 38,800,000
Original Issue Discount 2,868,750
Total $10.000,000.000
BOOK-ENTRY SYSTEM

Except as described herein, the Bonds will be issued in the form of one or more fully registered global
securities for each maturity of the Bonds, as set forth on the inside cover of this Official Statement, in the aggregate
principal amount of such maturity, and purchases of the Bonds will be registered in the name of Cede & Co., as
nominee of DTC. Clearstream, Luxembourg (“Clearstream”), and Euroclear System (“Euroclear”), may hold
omnibus positions on behalf of their participants through customers’ securities accounts in Clearstream, Luxembourg
and Euroclear’s names on the books of their respective U.S. Depository, which, in turn, holds such positions in
customers’ securities accounts in its U.S. Depository’s name on the books of DTC. Citibank, N.A. acts as depository
for Clearstream, and the Euroclear Operator acts as depository for Euroclear. See “APPENDIX C-GLOBAL
BOOK-ENTRY SYSTEM.”

SECURITY
Direct, General Obligations

The Bonds, together with all other GO Bonds, are direct, general obligations of the State, and by law the
full faith and credit of the State is pledged for the punctual payment of interest on the Bonds as the interest becomes
due and for the punctual payment of the principal thereof at maturity, or any earlier redemption date, and premium,
if any. The Bond Act provides that the sections of the Bond Act making such pledge are irrepealable until all GO
Bonds issued under the Bond Act, including the Bonds, have been paid in full.

In order to pay its general fund obligations, including without limitation, principal and interest on the
Bonds, the State currently imposes various taxes and fees. See “STATE FINANCIAL INFORMATION-TAX
STRUCTURE.”

State Funding Payments

To provide for the manner of repayment of the GO Bonds, including the Bonds, the Bond Act requires the
Governor to include an appropriation in each annual State Budget of moneys in such amount as will be necessary and
sufficient, for the period covered by such budget, to pay the interest, as it becomes payable, on all outstanding GO
Bonds and to pay and discharge the principal and premium, if any, of such GO Bonds falling due during such period.
The Bond Act also creates a separate fund in the State Treasury called the “General Obligation Bond Retirement and
Interest Fund” (the “GOBR&I Fund”) to be used for such repayment. The Bond Act requires the General
Assembly to annually make appropriations to pay the principal of, interest on and premium, if any, on outstanding
GO Bonds from the GOBR&I Fund.

If for any reason there are insufficient funds in the General Revenne Fund or if for any reason the
General Assembly fails to make appropriations sufficient to pay the principal of, interest on and premium, if
any, on the Bonds, when due, the Bond Act constitutes an irrevocable and continuing appropriation of all
amounts necessary for that purpose. The Bond Act further constitutes the irrevocable and continuing
authority for and direction to the Treasurer and the Comptroller to make the necessary transfers, as directed
by the Governor, out of and disbursements from the revenues and funds of the State.

Upon delivery of the Bonds, the Bond Act requires the Comptroller to compute and certify to the Treasurer
the total amount of principal of and interest on the Bonds that will be payable in order to retire such Bonds and the
amount of principal of and interest on such Bonds that will be payable on each payment date during the then current
and each succeeding fiscal year.



On or before the last day of each month, the Bond Act requires the Treasurer and Comptroller to transfer
from the General Revenue Fund to the GOBR&I Fund an amount sufficient to pay the aggregate of the principal of
and interest on such Bonds payable by their terms on the next payment date divided by the number of full calendar
months between the date of the Bonds and the first such payment date, and thereafter, divided by the number of
months between each succeeding payment date after the first payment date. This transfer of moneys is not required
if moneys in the GOBR&I Fund are more than the amount otherwise to be transferred as hereinabove provided, and
if the Governor or his authorized representative notifies the Treasurer and Comptroller of such fact in writing.

The moneys in the GOBR&I Fund are used only for the payment of the principal of and interest on all
series of GO Bonds issued under the Bond Act and for the payment of the principal of and interest on short-term cash
flow obligations issued from time to time as described under the heading “INDEBTEDNESS-SHORT TERM
DEBT.” However, moneys deposited into the GOBR&I Fund to provide for the payment of short-term debt
cerlificates are excluded from any calculation used in determining the ability of the State to suspend transfers to the
GOBR&I Fund for the payment of the GO Bonds, including the Bonds, as described in the preceding paragraph.

No Interest in Retirement System Assets
The assets of the Retirement Systems do not secure, and are not available for payment of, the Bonds.
Bankruptcy Consideration

The provisions of the United States Bankruptcy Code (the “Bankruptcy Code”) permit, under prescribed
circumstances, municipalities and various other public agencies or governmental units to file a petition for relief in
the nature of an adjustment in the repayment of debts, in a bankruptcy court of the United States. An amendment to
the existing provisions of the Bankruptcy Code would have to be enacted by the United States Congress to authorize
any state of the United States, including the State, to file such a petition for relief under the Bankruptcy Code. In
addition, legislation would have to be enacted by the General Assembly before the State could file such a petition for
relief under the Bankruptcy Code. No assurance can be given, however, that Federal and State law will not be
amended in the future to provide the State with the ability to file such a petition. In the event that such amendments
were adopted, the rights and remedies of holders of the Bonds may be subject to the provisions of the Bankruptcy
Code and to other reorganization and insolvency proceedings.

RATINGS

Moody’s Investors Service (“Moody’s”) has assigned a municipal rating of “Aa3” and a corporate
equivalent rating of “Aaa” to the Bonds; Standard & Poor’s Rating Services (“S&P”) has assigned a rating of “AA”
to the Bonds; and Fitch Ratings (“Fitch”) has assigned a rating of “AA” to the Bonds. The Moody’s rating carries a
«stable” credit outlook and the S&P rating carries a “negative” credit outlook for possible downgrade. Each of these
ratings and outlooks reflects the views of the respective rating agency and an explanation of the significance of such
rating and outlook may be obtained only from the respective rating agency. As part of the State’s application for the
ratings on the Bonds, certain information and materials, some of which are not contained herein, have been supplied
to Moody’s, S&P and Fitch. None of the ratings are a “market” rating or a recommendation to buy, sell or hold the
Bonds, and the ratings and the Bonds, should be evaluated independently.

The ratings are subject to change or withdrawal at any time and any such change or withdrawal may affect
the market price or marketability of the Bonds. The State will provide appropriate periodic credit information
necessary for maintaining ratings on the Bonds to the rating agencies. Except as may be required by the Undertaking
described below under the heading “CONTINUING DISCLOSURE,” the State undertakes no responsibility to bring
to the attention of the owners of the Bonds any proposed change in or withdrawal of such ratings or to oppose any
such revision or withdrawal.

LEGAL OPINIONS

Legal matters incident to the authorization, issuance, date and delivery of the Bonds by the State are offered
subject to the unqualified approving opinions of Mayer, Brown, Rowe & Maw, Chicago, Illinois, and Pugh, Jones &
Johnson, P.C., Chicago, Illinois, Co-Bond Counsel. The form of the approving opinions expected to be delivered
by Co-Bond Counsel is contained in APPENDIX B hereto.

Certain legal matters will be passed upon for the Underwriters by Winston & Strawn, Chicago, Tlinois,
and Burke Burns & Pinelli, Ltd., Chicago, Illinois, Co-Underwriters’ Counsel.



TAX MATTERS
General

In the opinion of Mayer, Brown, Rowe & Maw and Pugh, Jones & Johnson, P.C., Co-Bond Counsel,
interest on the bonds is not excludable from gross income for federal income tax purposes. Co-Bond Counsel are
further of the opinion that under existing law, interest on the Bonds is not exempt from State of Illinois income taxes.

Certain United States Federal Income Tax Consequences

The following is a summary of the principal United States federal income tax consequences of ownership of
Bonds. It deals only with Bonds held as capital assets by initial purchasers, and not with special classes of holders,
such as dealers in securities or currencies, banks, tax-exempt organizations, life insurance companies, persons that
hold Bonds that are a hedge or that are hedged against currency risks or that are part of a straddle or conversion
transaction, or persons whose functional currency is not the U.S. dollar. The summary is based on the Internal
Revenue Code of 1986, as amended (the “Code”), its legislative history, existing and proposed regulations
thereunder, published rulings and court decisions, all as currently in effect and all subject to change at any time,
perhaps with retroactive effect.

Co-Bond Counsel have not rendered any opinion with respect to the matters discussed in this summary.
Prospective purchasers of Bonds should consult their own tax advisors concerning the consequences, in their
particular circumstances, under the Code and the laws of any other taxing jurisdiction, of ownership of Bonds.

United States Holders
Payments of Interest

Interest on the Bonds will be taxable to a United States Holder (as defined below) as ordinary income at the
time it is received or accrued, depending on the holder’s method of accounting for tax purposes in accordance with
generally applicable principles.

You are a United States Holder for purposes of this discussion if you are a beneficial owner of a Bond for
U.S. federal income tax law purposes and you are:

®  acitizen or resident of the United States;

®  acorporation or partnership which is created or organized in or under the laws of the United States or
of any political subdivision thereof;

¢ an estate the income of which is subject to United States federal income taxation regardless of its
source; or

* atrust if (1) a court within the United States is able to exercise primary supervision over the
administration of the trust and one or more United States persons have the authority to control all
substantial decisions of the trust or (2) the trust was in existence on August 10, 1996 and properly
elected to continue to be treated as a U.S. person.

The term “Non-U.S. Holder” refers to any beneficial owner of a Bond who or which is not a United States
Holder.

Original Issue Discount

In general, if the excess of a Bond’s stated redemption price at maturity over its issue price is less than % of 1
percent of the Bond’s stated redemption price at maturity multiplied by the number of complete years to its maturity,
then such excess, if any, constitutes de minimis original issue discount. In such case, the Bond is not considered to be a
Bond issued with original issue discount that is required to be included in income calculated using a constant-yield
method without regard to the receipt of cash attributable to such income, Such excess will be treated as gain
recognized upon retirement of the Bond. The 2033 Term Bonds are not being issued at a discount. The Bonds, other
than the 2033 Term Bonds, are being issued at a discount, but are being offered at prices such that the difference
between the issue price and the stated redemption price at maturity constitutes de minimis original issue discount.
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Sale and Retirement of the Bonds

United States Holders of Bonds will recognize gain or loss on the sale, redemption, retirement or other
disposition of such Bonds. The gain or loss is measured by the difference between the amount realized on the
disposition of the Bond and the United States Holder’s adjusted tax basis in the Bond. Such gain or loss will be
capital gain or loss, except to the extent of accrued market discount not previously included in income, and will be
long term capital gain or loss if at the time of disposition such Bond has been held for more than one year.

United States Federal Income Tax Considerations for Non-U.S. Holders

Withholding Tax on Payments of Principal and Interest on Bonds. Generally, payments of principal and
interest on a Bond will not be subject to U.S. federal withholding tax, provided that in the case of an interest
payment:

e you are not a bank to whom the Bonds would constitute an extension of credit made pursuant to a loan
agreement entered into in the ordinary course of your trade or business; and

e ecither (A) the beneficial owner of the Bond certifies to the applicable payor or its agent, under
penalties of perjury on an IRS Form W-8BEN (or a suitable substitute form), that such owner is not a
United States person and provides such owner’s name and address or (B) a securities clearing
organization, bank or other financial institution, that holds customers’ securities in the ordinary course
of its trade or business (a “financial institution”) and holds the Bond, certifies under penalties of
perjury that such an IRS Form W-8BEN (or suitable substitute form) has been received from the
beneficial owner by it or by a financial institution between it and the beneficial owner and furnishes
the payor with a copy thereof.

Except to the extent otherwise provided under an applicable tax treaty, you generally will be taxed in the
same manner as a United States Holder with respect to interest and original issue discount payments on a Bond if
such interest and original issue discount is effectively connected with your conduct of a trade or business in the
United States. Effectively connected interest and original interest discount received by a corporate Non-U.S. Holder
may also, under certain circumstances, be subject to an additional “branch profits tax” at a 30% rate (or, if
applicable, a lower treaty rate), subject to certain adjustments. Such effectively connected interest and original issue
discount will not be subject to withholding tax if the holder delivers an IRS Form W-8ECI to the payor.

Gain on Disposition of the Bonds. You generally will not be subject to U.S. federal income tax on gain
realized on the sale, exchange or redemption of a Bond unless:

e you are an individual present in the United States for 183 days or more in the year of such sale,
exchange or redemption and either (A) you have a “tax home” in the United States and certain other
requirements are met, or (B) the gain from the disposition is attributable to your office or other fixed
place of business in the United States; or

e the gain is effectively connected with your conduct of a trade or business in the United States.

U.S. Federal Estate Tax. A Bond held by an individual who at the time of death is not a citizen or resident
of the United States (as specially defined for U.S. federal estate tax purposes) will not be subject to United States
federal estate tax if at the time of the individual's death, payments with respect to such Bond would not have been
effectively connected with the conduct by such individual of a trade or business in the United States. The United
Sates federal estate tax recently was repealed; however, the repeal does not take effect until 2010. In addition, the
legislation repealing the estate tax expires in 2011, and thus the estate tax will be reinstated at that time unless future
legislation extends the repeal.

Backup Withholding and Information Reporting

United States Holders. Information reporting will apply to payments of interest made by the State, or the
proceeds of the sale or other disposition of the Bond with respect to certain non-corporate U.S. holders, and backup
withholding may apply unless the recipient of such payment supplies a taxpayer identification number, certified under
penalties of perjury, as well as certain other information or otherwise establishes an exemption from backup
withholding. Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit
against that holder’s U.S. federal income tax liability provided the required information is furnished to the IRS.
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Non-U.S. Holders. Backup withholding and information reporting on Form 1099 will not apply to
payments of principal and interest on the Bonds by the State or its agent to a Non-U.S. Holder provided the Non-
U.S. Holder provides the certification described above under “United States Federal Income Tax Considerations for
Non-U.S. Holders—Withholding Tax on Payments of Principal and Interest on Bonds” or otherwise establishes an
exemption (provided that neither the State nor its agent has actual knowledge that the holder is a United States person
or that the conditions of any other exemptions are not in fact satisfied). Interest payments made to a Non-U.S.
Holder may, however, be reported to the IRS and to such Non-U.S. Holder on Form 1042-S.

Information reporting and backup withholding generally will not apply to a payment of the proceeds of a
sale of Bonds effected outside the United States by a foreign office of a foreign broker. However, information
reporting requirements (but not backup withholding) will apply to a payment of the proceceds of a sale of Bonds
effected outside the United States by a foreign office of a broker if the broker (i) is a United States person, (ii)
derives 50 percent or more of its gross income for certain periods from the conduct of a trade or business in the
United States, (iii) is a “controlled foreign corporation” as to the United States, or (iv) is a foreign partnership that,
at any time during its taxable year is 50 percent or more (by income or capital interest) owned by United States
persons or is engaged in the conduct of a U.S. trade or business, unless in any such case the broker has documentary
evidence in its records that the holder is a Non-U.S. holder (and has no actual knowledge to the contrary) and certain
conditions are met, or the holder otherwise establishes an exemption. Payment by a United States office of a broker
of the proceeds of a sale of Bonds will be subject to both backup withholding and information reporting unless the
holder certifies its non-United States status under penalties of perjury or otherwise establishes an exemption.

Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against
that holder’s U.S. federal income tax liability provided the required information is furnished to the IRS.

CERTIFICATE OF THE DIRECTOR OF THE BUREAU OF THE BUDGET

The Director will provide to the Underwriters at the time of delivery of the Bonds a certificate confirming
that, to the best of his knowledge and belief, the Official Statement was, as of its date, and is, at the time of such
delivery, true and correct in all material respects and did not and does not contain an untrue statement of a material
fact or omit to state a material fact necessary in order to make the statements made therein, in light of the
circumstances under which they were made, not misleading.

CONTINUING DISCLOSURE

The State will enter into a Continuing Disclosure Undertaking (the “Undertaking”) for the benefit of the
beneficial owners of the Bonds to provide certain information annually and notice of certain events to certain
information repositories pursuant to the requirements of Section (b)(5) of Rule 15¢2-12 (the “Rule”) adopted by the
Securities and Exchange Commission (the “SEC”) under the Securities Exchange Act of 1934, as amended (the
“1934 Act”). See “APPENDIX D-CONTINUING DISCLOSURE UNDERTAKING” for a description of the
information to be provided annually, the events which will be noticed on an occurrence basis and a summary of other
terms of the Undertaking, including termination, amendment and remedies.

The State is in compliance with each and every undertaking previously entered into by it pursuant to the
Rule. A failure by the State to comply with the Undertaking will not constitute a default under the Bond Sale Order,
adopted by the Governor and the Director authorizing the issuance of the Bonds (the “Bond Sale Order”), and
beneficial owners of the Bonds are limited to the remedies described in the Undertaking. See “APPENDIX D-
CONTINUING DISCLOSURE UNDERTAKING - Consequences of Failure of the State to Provide Information.”
A failure by the State to comply with the Undertaking must be reported in accordance with the Rule and must be
considered by any broker, dealer or municipal securities dealer before recommending the purchase or sale of the
Bonds in the secondary market. Consequently, such a failure may adversely affect the transferability and liquidity of
the Bonds and their market price.

LITIGATION

There is no controversy or litigation pending, or to the knowledge of the State threatened, in any way
questioning the title of the officials of the State or any of the proceedings of the State incident to the authorization and
issuance of the Bonds, or in any way concerning the validity or enforceability of the Bonds, or the manner of
payment thereof or the appropriation for the payment thereof,
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