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US$500. mil TANs ser 2011 due 06/29/2012
Short Term Rating SP-1+ New

Rationale

Standard & Poor's Ratings Services assigned its 'SP-1+' short-term rating to Idaho's series 2011 tax anticipation
notes (TANs).

The rating reflects our view of the state's:

» Very strong projected 6.12x coverage of TAN payments by combined available general fund and alternative cash
sources; and
¢ Conservative financial management, including a second consecutive year of assuming lower-than-forecast

budgeting purposes revenues.

A faith and credit pledge of general tax revenues that the state received in the fourth quarter of fiscal 2012 secures
the notes. In addition, the state has the option to repay all or a portion of the notes prior to the fourth quarter, and
the state has covenanted to take any or all legally available actions, including transfers from other available funds if
necessary, to pay principal and interest. The TANs mature on June 29, 2011, the final business day of the state's

fiscal year.

The state annually issues TANs to alleviate cash flow deficiencies. Series 2011 is equal in size to series 2010, for
which the state fully set aside funds for repayment on May 5, 2011. The $500 million for series 2011 represents
19% of management's projection for total expected receipts (excluding TANs proceeds) in fiscal 2012.

Based on management's projections and a 2% interest expense assumption, which we consider conservative, we
calculate that receipts and disbursements will result in fiscal 2012 ending legally available general fund cash of $83
million, or 1.16x coverage of TAN principal and interest payments, which we consider adequate. If the state deems
doing so necessary, it can also borrow from what management estimates will be $2.5 billion in alternative cash
resources, of which the state's local government investment pool accounts for 56%. Inclusive of these sources,
coverage rises to 6.12x, which we consider very strong. Borrowable funds at the end of the fiscal year have ranged
from $2 billion to $4 billion during the past five fiscal years (including projections through fiscal 2011).

Underlying the state's cash flow projections are its $2.81 billion official general fund revenue forecast, reflecting the
opinion of the state economist, and an expenditures budget built on the assumption of 3% annual revenue growth
rather than the official 6.88% growth forecast (for a difference of $91.5 million). We understand that the decision
to use this lower revenue assumption, which the governor proposed and the legislature accepted, partly reflected a
desire to avoid the need to make midyear budget reductions to balance the state budget as was the case in fiscals
2009 and 2010. The recession put pressure on the state tax revenues in those years, and could have in fiscal 2011

without a similar "haircut" incorporated into that year's budget. Management projects that overall pre-TANs
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receipts and disbursements will both rise by 5.4% relative to projected fiscal 2011 performance.

The fiscal 2012 budget echoes fiscal 2011 in that it sets its baseline revenue growth below the official revenue
forecast. The governor and legislature calculated a $193 million baseline shortfall for fiscal 2012 that it closed in
part with cuts to K-12 expenditures ($13.3 million relative to fiscal 2011, excluding non-general-fund sources) and
Medicaid ($34.5 million). One-time actions included a transfer from the state's tobacco-settlement-funded
Millennium Fund ($21.9 million) and a suspension of a multiyear phase-in of a grocery sales tax credit ($15
million). Including these changes, the state forecasts an ending general fund balance of $3 million and reserve funds
totaling $24 million, or approximately 1% combined, which we consider adequate.

Concurrent with spending cuts adopted for fiscal 2012 were changes to the structures of the K-12 school system and
Medicaid system following cuts in prior years that, we understand, have put strains on service delivery. The state's
changes to its K-12 system approved in the 2011 legislative session primarily have long-term implications at the
local level, we understand, rather than immediate budget implications. House Bill 1108 makes it easier for school
districts to terminate teachers and Senate Bill 1108 limits the scope labor collective bargaining agreements and their
timing to one year. House Bill 315 phases out after fiscal 2012 the ability of school districts with declining
enrollment to receive substantially all of their revenues under the state funding formula under their average daily
attendance in the prior year. We understand that opponents of these laws, which took effect under emergency
statutes, have gathered enough signatures to place measures on the ballot that would repeal their provisions.
Management reports that should the measures appear on the ballot and be approved, it does not expect a material
effect on fiscal 2012 state expenditures.

The state's official economic forecast, which is based on a modified IHS Global Insight model, shows an
accelerating, if still modest, expansion during 2011 and 2012. After a 23-month seasonally adjusted decline through
November 2009, the state's count of employed residents has generally been in a holding pattern, with monthly
fluctuations of less than 0.2%. However, March and (preliminary) April 2011 employment have risen by 0.3% and
0.5%, respectively, and the state economist projects a 1.3% increase in non-farm employment for 2011 and a 2.7%
increase in 2012, which we consider modest. Within this forecast are divergent patterns by sector, with continuing
budgetary stresses contributing to a 1.5% projected drop in government employment in 2011 but 2.9% growth in
services. Management projects personal income, which turned positive in 2010, to rise by 3.6% in 2011 and 4.7%
in 2012.

Related Criteria And Research
USPF Criteria: Short-Term Debt, June 15, 2007

Complete ratings information is available to subscribers of RatingsDirect on the Global Credit Portal at
www.globalcreditportal.com. All ratings affected by this rating action can be found on Standard & Poor's public
Web site at www.standardandpoors.com. Use the Ratings search box located in the left column.

www.standardandpoors.com/ratingsdirect 3



Copyright © 2011 by Standard & Poors Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and

www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

The McGraw-Hill companies

Standard & Poor’s | RatingsDirect on the Global Credit Portal | June 13, 2011 4



	Research:
	Rationale
	Related Criteria And Research


