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March 24, 2020 Current Issues Relevant to Our Clients 

Short-Term Borrowing Alternatives to Meet Operating Expenses for Illinois Counties 

The COVID-19 pandemic, along with various governmental measures taken to protect public health in light of the 
pandemic, has had an adverse impact on global financial markets and economies.  While it may not be possible to predict 
the effect the spread of COVID-19 or the various governmental or private actions in reaction thereto will have on local 
governmental finances and operations, the impact of the pandemic on the U.S. economy is expected to be broad based 
and to negatively impact national, state and local economies.  In response to such expectations, many governmental units 
are reviewing short-term borrowing alternatives, should the need arise to borrow for cash flow needs.  This client alert 
addresses various ways in which Illinois counties can borrow to address cash flow needs. 

Promissory Notes. Pursuant to Section 5-1135 of the 
Counties Code, a county board may borrow money for any 
corporate purpose from any bank or financial institution, 
provided such money is repaid within 2 years. The 
indebtedness is evidenced by a promissory note or similar 
debt instrument (but not a bond) authorized by an 
ordinance of the county board and executed by the county 
board chairman or county executive.  The obligation of the 
county to make payments due under the promissory note 
shall be a lawful direct general obligation of the county 
payable from the general funds of the county and such 
other sources of payment as are otherwise lawfully 
available. The county is expected to agree to annually 
appropriate amounts sufficient to make payments due 
under the promissory note, but the promissory note will be 
valid whether or not the county includes such appropriation 
in any annual or supplemental appropriation adopted by the 
county board. The indebtedness evidenced by the 
promissory note does count against the county’s statutory 
debt limit. 

Tax Anticipation Warrants. Tax Anticipation Warrants are 
issued in anticipation of taxes levied but not yet collected, 
pursuant to the Warrants and Jurors Certificate Act. Such 
taxes are pledged to the payment of the warrants and must 
be set aside and held for payment of the warrants. Such 
warrants may be issued in an amount up to 85% of the total 
amount of the taxes levied for the particular fund against 
which the warrants are issued. Additionally, counties must 
ensure that the amount of warrants does not exceed 85% of 
(a) the county’s last known equalized assessed valuation 
multiplied by (b) the maximum permitted tax rate for the 
particular fund involved. Warrants may have a fixed 

maturity date and are payable in the numerical order of their 
issuance solely from the taxes levied for the particular fund.  

General Obligation Tax Anticipation Warrants. General 
Obligation Tax Anticipation Warrants are authorized by 
Section 14 of the Local Government Debt Limitation Act. 
Such warrants bear a specified due date and are secured 
by a levy of ad valorem taxes upon all taxable property in 
the county without limit as to rate or amount (provided the 
county is not subject to the Property Tax Extension 
Limitation Law). No additional money should accrue to the 
county as a result of the taxes levied to pay general 
obligation tax anticipation warrants because when such 
warrants are issued, the county clerk is instructed to reduce 
the specific tax rate by the percentage necessary to 
produce the amount needed to pay the principal of and 
interest on the warrants. A county may not issue general 
obligation tax anticipation warrants in excess of the 
formulas described in the preceding “Tax Anticipation 
Warrants” section. 

Under Section 14 of the Local Government Debt Limitation 
Act, a county may issue refunding warrants or general 
obligation bonds to refund warrants should taxes or other 
revenues be delayed or insufficient to pay such warrants. 
The refunding warrants or bonds may also be secured by a 
levy of ad valorem taxes upon all taxable property in the 
county without limit as to rate or amount or, for a county 
subject to the Extension Limitation Law, may be issued as 
limited bonds. 

Warrants initially issued pursuant to applicable law are not 
regarded as or included in any computation of indebtedness 
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for the purpose of any statutory provision or limitation. 
Refunding warrants and general obligation bonds issued to 
refund warrants may be issued without regard to existing 
debt limitations. Upon being issued, however, such general 
obligation refunding bonds or warrants must be included 
and regarded as indebtedness of the county. 

Tax Anticipation Notes. Tax Anticipation Notes, like 
general obligation tax anticipation warrants, have a fixed 
maturity date and are general obligations issued in 
anticipation of taxes levied but not yet collected. A county 
may issue notes under Section 2 of the Tax Anticipation 
Note Act, in an amount, including principal, interest thereon 
and costs of issuance thereof, not exceeding 85% of the 
taxes levied for the particular fund against which the notes 
are issued. The amount of notes, including principal, 
interest and costs of issuance, also may not exceed 85% of 
(a) the county’s last known equalized assessed valuation 
multiplied by (b) the maximum permitted tax rate for the 
particular fund involved. No notes may be issued if there 
are tax anticipation warrants outstanding against the tax to 
be anticipated by the notes. Tax anticipation notes are 
secured by the levy and collection of a direct annual tax 
upon all taxable property in the county sufficient to pay the 
principal of and interest on the notes to maturity. As with 
general obligation tax anticipation warrants, no additional 
money should accrue to the county as a result of the tax 
because when tax anticipation notes are issued, it is the 
duty of the county clerk to reduce the specific tax rate by 
the percentage necessary to produce the amount needed to 
pay the principal of, interest on and costs of issuance of the 
notes.  

Because general obligation tax anticipation warrants and 
tax anticipation notes are, and refunding warrants and 
general obligation bonds to refund warrants may be, 
secured by an unlimited property tax, they are subject to the 
requirements of the Extension Limitation Law and the Bond 
Issue Notification Act and are, therefore, rarely issued. 

Personal Property Replacement Tax Notes. Personal 
Property Replacement Tax Notes may be issued in an 
amount not to exceed 75% of the entitlement of 
replacement taxes for the year anticipated pursuant to 
Section 4.1 of the Tax Anticipation Note Act. The amount of 

any transfers from the working cash fund of the county in 
anticipation of replacement taxes should be subtracted from 
the amount authorized by the 75% formula. The entitlement 
amount must be certified by the Director of the Illinois 
Department of Revenue. Such notes are payable solely 
from personal property replacement taxes distributed to the 
county. 

Revenue Anticipation Notes. Revenue Anticipation Notes 
may be issued in anticipation of revenue from a reliable 
source such as federal aid, state revenue sharing or local 
taxes and fees under the Revenue Anticipation Act. Such 
notes must mature within one year of their date of issue and 
must be authorized by a vote of at least two-thirds of the 
members of the county board. Revenue anticipation notes 
may not be issued after the revenue to be anticipated has 
become delinquent and may not be issued in an amount in 
excess of 85% of anticipated revenues. The notes are 
payable solely from the revenues that have been 
anticipated and do not count against a county’s debt limit. 

Except as mentioned above, none of these borrowing 
alternatives requires a BINA hearing and presumably will be 
issued on a taxable basis. 

For More Information 

If you would like further information concerning the matters 
discussed in this article, please contact any of the following 
attorneys or the Chapman attorney with whom you regularly 
work: 

Erin P. Bartholomy 
312.845.3893 
bartholo@chapman.com 

William E. Corbin 
312.845.3494 
corbin@chapman.com 

Kent M. Floros 
312.845.3723  
floros@chapman.com 

Kyle W. Harding 
312.845.3278 
harding@chapman.com 

Kelly K. Kost 
312.845.3875 
kost@chapman.com 

Anjali Vij 
312.845.3472 
anjvij@chapman.com 

Lawrence E. White 
312.845.3426 
white@chapman.com 
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This document has been prepared by Chapman and Cutler LLP attorneys for informational purposes only. It is general in nature and based on authorities that are subject to 
change. It is not intended as legal advice. Accordingly, readers should consult with, and seek the advice of, their own counsel with respect to any individual situation that 
involves the material contained in this document, the application of such material to their specific circumstances, or any questions relating to their own affairs that may be 
raised by such material. 

To the extent that any part of this summary is interpreted to provide tax advice, (i) no taxpayer may rely upon this summary for the purposes of avoiding penalties, (ii) this 
summary may be interpreted for tax purposes as being prepared in connection with the promotion of the transactions described, and (iii) taxpayers should consult independent 
tax advisors.  
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