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January 25, 2010 
 
 

MEMORANDUM 
 
TO:  John J. Cullerton, President of the Senate 
 Michael J. Madigan, Speaker of the House of Representatives 
 Christine Radogno, Minority Leader of the Senate 
 Tom Cross, Minority Leader of the House of Representatives 
 David Vaught, Governor’s Office of Management and Budget 
 Alvin Goldfarb, President, Western Illinois University 
 
RE: Report of the Commission’s Findings Concerning Western Illinois 
 University’s Issuance of $11.585 million of Series 2010 Certificates of 

Participation 
 
 
The Commission met on Tuesday, January 12, 2010 at 10:00 a.m. to hear and take 
action on the proposed issuance of $11.585 million of Certificates of Participation 
(COPs) by Western Illinois University.  The following documentation details 
background information on the projects to be funded, the Certificates to be issued and 
the University’s debt.  Answers received to additional questions from the Commission’s 
meeting are included where appropriate in the following pages. 
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BACKGROUND 
 

Law:  Under the newly created State University Certificates of Participation Act 
[110 ILCS 73], any State university planning to issue Certificates of Participation 
(COPs) must appear before the Commission at a public hearing to present the details of 
the proposal.  Upon adoption by a vote of the majority of appointed members, the 
Commission shall issue a record of findings within 60 days after the request by the 
university.  As part of the Commission’s consideration and findings the Commission 
shall consider the effect the issuance of a certificate of participation shall have on the 
State University’s annual debt service and overall fiscal condition.  Within the findings 
shall be a statement in which the Commission makes a recommendation of either (i) 
“favorably recommended”, (ii) “recommended with concerns”, or (iii) “non-support of 
issuance”.  Findings shall be reported by the Commission within 15 days after the 
hearing.  Upon a finding of “non-support of issuance”, a State University may not 
proceed with the issuance of the certificate involved in the finding without the approval 
of the General Assembly through adoption of a joint resolution. 
 
 
Western Illinois University requested a hearing to be approved for the issuance of 
Certificates of Participation. 
 
Time Line: 

Commission Received Request for Hearing  December 4, 2009 
Last Date for Hearing  January 18, 2010 
Recommendation Required  February 2, 2010 

 
 

Western Illinois University Certificates of Participation Series 2010 
 

Certificates of Participation Amount $11.585 million 
Maturity 20 years 
Net Debt Service     $830,000 annually 
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Purpose of Projects: 
 

The Certificates of Participation would be sold to fund approximately $5 million of 
heating plant capital improvements, $5 million of steam line replacements, and $1.5 
million for the reimbursement of the installation of residence hall sprinklers. 
 
The heating plant improvements are planned to ensure continued operational reliability 
and improve the efficiency of the sole heating source for the campus.  Reliability 
projects include replacing the coal masonry stack, updating the coal handling system, 
replacing and relocating 80-year-old electrical equipment, recasing and retubing a gas 
boiler along with several other smaller miscellaneous projects. 
 
Efficiency increasing projects include installing a variable frequency drive and 
economizer on a gas boiler and installing a boiler blowdown heat recovery system.  The 
current brick coal masonry stack circa 1920’s which is located in the heart of campus is 
currently being held together with metal bands and is in very poor condition. The 
1920’s electrical switchgear also needs to be replaced and relocated since it is not only 
obsolete but located with steam lines overhead. 
 
The University has experienced serious, multiple breaks in aging steam lines requiring 
parking lots to be torn up and buildings without heating and cooling. Phase I was to 
install new steam lines serving approximately 1.5 million square feet of space including 
four academic buildings and six residence halls. This phase included approximately 
1500 linear feet of walk and shallow tunnels to replace the original direct buried steam 
lines that are fifteen years beyond their life expectancy. 
 
Western Illinois University has not received any capital renewal from the State of 
Illinois since FY04 which now totals a loss of approximately $7.0 million that would 
have been spent on heating plant and steam line upgrades. It is further uncertain when 
the approved FY10 capital renewal increment of $3.5 million will be released to the 
University due to the dire economic conditions found in the state. 
 
A critical point has been reached where Western Illinois University must ensure that 
there is dependable heating and cooling in our residence halls and academic and 
administrative buildings.  Lack of cooling in the summer months can be tremendously 
uncomfortable but there is no way in the winter months that residents can reside in the 
halls or employees can work or teach in buildings that do not have heat.  When the state 
mandated sprinkler installation in student housing, The University established the 
Facilities Enhancement and Life Safety Fee to fund the installation of the sprinkler 
systems. 
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Sprinkling Project

Phase 1
Planning Conting. Construction Sub Total TOTALS

Bay Hen $192,200 $43,859 $672,700 $908,759

Corb olson $177,500 $12,342 $1,018,549 $1,208,391

Linc/Wash $165,900 $38,113 $753,651 $957,664

Thompson $192,300 $51,171 $523,679 $767,150

$3,841,964
Phase 2

Tanner $175,487 $50,000 $871,090 $1,096,577

Thompson $0 $0 $404,000 $404,000
$1,500,577

Total $5,342,541 $5,342,541

 
 
Certificates of Participation were issued in November 2005 to pay for Phase I of the 
sprinkler projects.  Because the Phase I projects were completed for less than original 
estimates, only $1.5 million in additional funds were needed for Phase II. Since $1.5 
million is too small an amount to warrant a tax exempt financing, the University signed 
a reimbursement resolution and completed the Phase II sprinkler projects with available 
local funds. Those local funds will be reimbursed with proceeds from the 2010 
Certificates of Participation.  A copy of the Reimbursement Resolution is on the 
following page.  The Facilities Enhancement and Life Safety Fee will be utilized to pay 
the debt service on both the 2005 and 2010 Certificates of Participation. 
 

 



-5- 

 



-6- 

Financing of Projects: 

 

Western Illinois University would use their financing capacity to borrow at relatively 
low long-term fixed interest rates through the taxable Build America Bond program (net 
of a 35% direct interest subsidy), as provided through the American Recovery and 
Reinvestment Act of 2009 (the “ARRA”) to state and local governments, including 
public universities, during 2009 and 2010.  The University will use the recently passed 
State University Certificates of Participation Act [110 ILCS 73] to finance the 2010 
Project over 20 years, a time period more in line with the useful life of the facilities 
being financed. 
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Interest rates in the above table are based on the rates available in December 2009 at 
the time of this proposal and would equate to a 3.92% True Interest Cost. 

 

Payment of COPs 

The University assesses a Facilities Enhancement and Life Safety Fee which will be 
used to pay debt service. Board of Trustees approval was given on Friday, December 
18, 2009.  The following pages show the Student Fee Resolution to increase the fees 
and the University’s debt service and Estimated Fee Revenues from the Fee.  Fees are 
locked in for four year terms due to the Truth in Tuition law, which states that students 
be given the same level of tuition for all four years of enrollment.  Western Illinois 
University also applies this law to their room, board and fees.  In the schedule on the 
following page, the FY 2010 through FY 2013 Facilities Enhancement and Life Safety 
Fee revenues are lower because they are based partly on an older fee rate that cycles 
out based on the number of freshman through seniors under the older rates combined 
with students under the newer rate.  The old rate will have completed its cycle in FY 
2013.  FY 2014 and on shows the new rate applied to all students combined with the 
University’s reserve funds to pay the debt service. 
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Current WIU Debt 
 
The State University Certificates of Participation Act places a limit on Western Illinois 
University’s COPs of a maximum $10 million annually in debt service. 
 
COP debt service in FY 2010 is $825,000 for COPs Series 2005, which will be paid off 
in 2026. 
 
COP Series 2010’s estimated debt service will be approximately $830,000 to $834,000 
annually through 2030.  These amounts, when combined with the current COP debt 
service mentioned above, will stay under the $10 million limit for the life of the COPs. 
 

COP outstanding principal as of December 1, 2009 is $9.5 million, while current 
Auxiliary Facilities System Revenue Bond outstanding principal is $40.4 million. 
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After carefully reviewing the information submitted by Western Illinois University to 
issue $11.585 million in Certificates of Participation, the Commission voted on January 
12, 2010, by a vote of 9-0-0, to favorably recommend the issuance of the COPs.  A 
copy of the motion and vote tally appears on the following page. 
 
 
Recommendation: Favorably Recommended 
 
 
 
 
 
 
 
 
  

Senator Jeffrey M. Schoenberg 
CGFA Co-Chairman 

  
Richard P. Myers 

CGFA Co-Chairman 
 
 
 
DRL:lk 
S193 
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Western Illinois University Series 2010

Certificates of Participation Issuance

Pursuant to 110 ILCS 73/15, I make a motion to favorably recommend
Western Illinois University’s issuance of $11.585 million of Series 2010
Certificates of Participation.
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