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February 24, 2011 
 

MEMORAUNDUM 
 
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  
Dr. Al Bowman, President, Illinois State University 

 
RE:  Report of the Commission’s Findings Concerning Illinois State 

University’s Issuance of $15 million of Series 2011 Certificates of 
Participation 

 
 
 
The Commission met on Wednesday, February 9, 2011 to hear and take action on the 
proposed issuance of $15 million of Certificates of Participation (COPs) by Illinois 
State University.  The following documentation details background information on the 
projects to be funded, the Certificates to be issued, and the University’s debt. 
 



 
 

BACKGROUND 
 

Law:  
 
Under the 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. 
 

Reason for the State University COP Act: 

The public universities needed the ability to cover certain projects with certificates of 
participation, in light of the political issues that can forestall passage of a capital 
program.  In order to avoid the risks involved in seeking passage of what would be 
considered a “higher education capital program” by seeking General Assembly 
approval of any certificates of participation, it was believed that the Commission on 
Government Forecasting and Accountability would provide the correct level of 
oversight while providing universities with the funding flexibility they need. 

 

 

 
 

         Illinois State University 2011 Certificates of Participation 
 

Certificates of Participation Amount  $15 million 
Maturity     20 years 
Annual Debt Service ranging  $1.345 million-$763,000 
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Terms of COPs 

Approximately $15 million in Certificates of Participation would be sold, with a 20-
year maturity.  The Certificates are expected to be sold competitively in mid-April with 
closing expected in early May.  The Certificates will be tax-exempt and the University 
is estimating the true interest cost for the financing to be about 5.50%. 
 
Purpose of Projects: 
 
The Certificates will be issued to finance Energy Conservation Measures (ECM) Phase 
I, Hovey Hall Improvements, and Academic Facilities Improvements.  The projects 
were approved by the University’s Board of Trustees at its October 22, 2010 meeting.   

 
The ECM Phase I project consists of 17 energy conservation measures costing 
approximately $8.52 million.  The project began in October 2009, with a competitive 
selection process that included 11 proposals.  NORESCO was chosen to conduct an 
investment grade energy audit and to enter into an energy services agreement.  The 
energy audit was completed in August 2010 with the identification of 19 potential 
ECMs of which 17 were recommended for Board approval.
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The Hovey Hall Improvements project is estimated to cost $5.5 million with work to 
begin in the summer of 2011.  Hovey Hall houses administrative offices, and was built 
in 1951 with a 1966 East annex added.  In December 2009, a pre-cast column cover on 
the exterior of the Hall collapsed.  A structural engineering firm determined the 
replacement of all remaining pre-cast column elements was necessary to avoid any 
additional life safety risk.  An examination of the exterior building envelope by a 
structural engineering firm revealed a modest amount of deterioration in the curtain 
wall system, pre-cast concrete, roofing and glazing.  Repairs will be made to the pre-
cast elements as well as replacement of all of the gaskets on windows.  This project will 
also include major remodeling to extend the life of the building, add the Financial Aid 
Office, and improve mechanical, electrical and water systems. 
 

 
The Academic Facilities Improvements include the replacement of approximately 50 
exterior doors in Thomas Metcalf School, University High School, the Science 
Laboratory Building, Nelson Smith Building, Felmley Hall, and the Heating Plant.  The 
cost is approximately $410,000.  Under Board of Trustees policy, decision/approval 
authority for all capital projects and purchases under $500,000 is delegated to the 
President, so there is no Board resolution required. 
 
 
The financing plan for both projects was approved at the Board’s February 18, 2011 
meeting (See the attached resolution). 
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Financing of Projects: 

 

ISU will sell COPs under the State University Certificates of Participation Act to 
finance the 2011 projects over 20 years.  These projects were approved by the 
University’s Board of Trustees at its October 22, 2010 meeting.  The financing plan for 
both projects was approved at the Board’s February 18, 2011 meeting. 

 

Payment of COPs 

The debt service on the Energy Conservation Measures Phase I will be funded from 
guaranteed utility savings derived from the project.  Debt service for the Hovey Hall 
and academic facilities improvements will be funded by University general revenues.  

The following pages include three tables: 

Table 1 lists the savings that will pay for the ECM improvements debt 
service; 

Table 2 shows the debt service related to the Hovey Hall improvements 
and that they will be paid from the University’s general revenues;  

Table 3 shows the debt service for the academic facilities improvements, 
which will also be paid from general revenues; and 

Table 4 combines the expected 2011 COP debt service with current COP 
debt service. 

Board of Trustees of Illinois State University
Certificates of Participation, Series 2011
Estimated Sources and Uses of Funds

15 - Year   ESCo - Academic
Hovey Level Facilities Combined

Sources: Portion Debt Service Improvements Total

Certificate Principal $5,575,000.00 $9,005,000.00 $420,000.00 $15,000,000.00
Interest Earnings 8,390.15 8,319.64 284.43 16,994.22
Total $5,583,390.15 $9,013,319.64 $420,284.43 $15,016,994.22

Uses:
Project Cost $5,500,000.00 $8,516,001.00 $410,000.00 $14,426,001.00
Capitalized Interest 364,674.07 364,674.07
Underwriter's Discount 33,450.00 54,030.00 2,520.00 90,000.00
Costs of Issuance 46,458.33 75,041.67 3,500.00 125,000.00
Rounding/Contingency 3,481.82 3,572.90 4,264.43 11,319.15
Total $5,583,390.15 $9,013,319.64 $420,284.43 $15,016,994.22

15 Year Hovey & ESCo Level D/S

8



 
 

In Table 1, the actual project cost to construct the ECMs is $8.5 million, but the total 
principal amount for the project also includes $365,000 in capitalized interest cost 
during the 1 year construction phase in addition to the issuance and related costs for the 
project (approx. $130,000). 
 
The $800,000 in Capital Avoidance shown in Table 1 are modest capital savings from 
repair/replacement cost avoidance that ISU will be realizing in the first year only after 
project completion from the following ECMs: 
 

ECM #4 – Milner Library Rare Books Room:  ISU would otherwise 
have to move the contents of the room to another facility with sufficient 
climate controls to protect the materials, thereby incurring the cost of (a) 
moving the materials and (b) the likely retrofitting of another facility to 
provide the appropriate climate controls.  Estimated 1st year savings: 
$200,000 
 
ECM #7 & #12 – Variable Primary Chilled Water Controls in Milner 
Library and the Science Lab Building:  Implementing these new controls 
enhances the usage efficiency and useful life of pumps and valves 
associated with the chilled water cooling system in part by reducing the 
excess chilled water flow that is generated under the current system, 
thereby reducing wear and tear on the pumps and valves.  Estimated 1st 
year savings from repair/replacement cost avoidance: $200,000 
 
ECM #14 – Replace Absorption Chillers with Electric Chillers in the 
Heating Plant:  By moving toward more reliable and efficient mechanical 
chillers, ISU will avoid anticipated repair costs for the current chillers in 
FY 2013 that would have otherwise been incurred.  Estimated savings: 
$400,000 
 
These cost estimates come from ISU’s Office of Energy Management 
which is responsible for the maintenance and upkeep of the University’s 
heating and cooling systems, and is based on past experience with such 
repair and replacement costs.   These savings are being counted toward 
the debt service in FY 2013 given that this is when those costs would 
otherwise have been incurred. 
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Board of Trustees of Illinois State University
Certificates of Participation, Series 2011
ESCo Annual Debt Service

Fiscal Capitalized Utility O & M Capital Total Surplus Cumulative
Year Principal Rate Interest Total Interest   Savings * Savings Avoidance Sources (Deficit) Surplus Coverage

6/30/2011
6/30/2012 464,544.62 464,544.62 364,674.07 100,000.00 464,674.07 129.45 129.45 1.00
6/30/2013 295,000.00 2.00% 471,087.50 766,087.50 566,276.00 40,000.00 800,000.00 1,406,276.00 640,188.50 640,317.95 1.84
6/30/2014 300,000.00 2.50% 465,187.50 765,187.50 586,188.00 41,200.00 627,388.00 (137,799.50) 502,518.45 1.00
6/30/2015 310,000.00 3.00% 457,687.50 767,687.50 606,801.00 42,436.00 649,237.00 (118,450.50) 384,067.95 1.00
6/30/2016 315,000.00 3.40% 448,387.50 763,387.50 648,413.00 43,709.00 692,122.00 (71,265.50) 312,802.45 1.00
6/30/2017 330,000.00 3.75% 437,677.50 767,677.50 671,107.00 45,020.00 716,127.00 (51,550.50) 261,251.95 1.00
6/30/2018 340,000.00 4.10% 425,302.50 765,302.50 694,596.00 46,371.00 740,967.00 (24,335.50) 236,916.45 1.00
6/30/2019 355,000.00 4.45% 411,362.50 766,362.50 718,907.00 47,762.00 766,669.00 306.50 237,222.95 1.00
6/30/2020 370,000.00 4.70% 395,565.00 765,565.00 744,068.00 49,195.00 793,263.00 27,698.00 264,920.95 1.04
6/30/2021 390,000.00 4.95% 378,175.00 768,175.00 770,111.00 50,671.00 820,782.00 52,607.00 317,527.95 1.07
6/30/2022 405,000.00 5.20% 358,870.00 763,870.00 797,065.00 52,191.00 849,256.00 85,386.00 402,913.95 1.11
6/30/2023 430,000.00 5.35% 337,810.00 767,810.00 824,962.00 53,757.00 878,719.00 110,909.00 513,822.95 1.14
6/30/2024 450,000.00 5.50% 314,805.00 764,805.00 853,836.00 55,369.00 909,205.00 144,400.00 658,222.95 1.19
6/30/2025 475,000.00 5.70% 290,055.00 765,055.00 883,720.00 57,030.00 940,750.00 175,695.00 833,917.95 1.23
6/30/2026 505,000.00 5.85% 262,980.00 767,980.00 914,650.00 58,741.00 973,391.00 205,411.00 1,039,328.95 1.27
6/30/2027 530,000.00 6.25% 233,437.50 763,437.50 946,663.00 60,504.00 1,007,167.00 243,729.50 1,283,058.45 1.32
6/30/2028 565,000.00 6.25% 200,312.50 765,312.50 979,796.00 62,319.00 1,042,115.00 276,802.50 1,559,860.95 1.36
6/30/2029 600,000.00 6.25% 165,000.00 765,000.00 1,014,089.00 64,188.00 1,078,277.00 313,277.00 1,873,137.95 1.41
6/30/2030 640,000.00 6.25% 127,500.00 767,500.00 1,049,582.00 66,114.00 1,115,696.00 348,196.00 2,221,333.95 1.45
6/30/2031 680,000.00 6.25% 87,500.00 767,500.00 1,086,317.00 68,097.00 1,154,414.00 386,914.00 2,608,247.95 1.50
6/30/2032 720,000.00 6.25% 45,000.00 765,000.00 1,124,338.00 70,140.00 1,194,478.00 429,478.00 3,037,725.95 1.56

9,005,000.00 6,778,247.12 15,783,247.12 364,674.07 16,581,485.00 1,074,814.00 800,000.00 18,820,973.07 3,037,725.95

* Net of monitoring and verification service costs and includes $100,000 of estimated savings in the first year during implementation.

ESCo Portion - Series 2011 COPs Sources of Repayment

Table 1 
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Board of Trustees of Illinois State University
Certificates of Participation, Series 2011
Hovey Annual Debt Service

Fiscal General
Year Principal Rate Interest Total Revenue Coverage

6/30/2011
6/30/2012 295,000.00 1.50% 239,136.88 534,136.88 534,136.88 1.00
6/30/2013 295,000.00 2.00% 238,080.00 533,080.00 533,080.00 1.00
6/30/2014 300,000.00 2.50% 232,180.00 532,180.00 532,180.00 1.00
6/30/2015 310,000.00 3.00% 224,680.00 534,680.00 534,680.00 1.00
6/30/2016 320,000.00 3.40% 215,380.00 535,380.00 535,380.00 1.00
6/30/2017 330,000.00 3.75% 204,500.00 534,500.00 534,500.00 1.00
6/30/2018 340,000.00 4.10% 192,125.00 532,125.00 532,125.00 1.00
6/30/2019 355,000.00 4.45% 178,185.00 533,185.00 533,185.00 1.00
6/30/2020 370,000.00 4.70% 162,387.50 532,387.50 532,387.50 1.00
6/30/2021 390,000.00 4.95% 144,997.50 534,997.50 534,997.50 1.00
6/30/2022 410,000.00 5.20% 125,692.50 535,692.50 535,692.50 1.00
6/30/2023 430,000.00 5.35% 104,372.50 534,372.50 534,372.50 1.00
6/30/2024 450,000.00 5.50% 81,367.50 531,367.50 531,367.50 1.00
6/30/2025 475,000.00 5.70% 56,617.50 531,617.50 531,617.50 1.00
6/30/2026 505,000.00 5.85% 29,542.50 534,542.50 534,542.50 1.00
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

5,575,000.00 2,429,244.38 8,004,244.38 8,004,244.38

Hovey Portion - Series 2011 COPs

Table 2 
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Board of Trustees of Illinois State University
Certificates of Participation, Series 2011
Academic Facilities Improvements Annual Debt Service

Fiscal General
Year Principal Rate Interest Total Revenue Coverage

6/30/2011
6/30/2012 20,000.00 1.50% 18,065.56 38,065.56 38,065.56 1.00
6/30/2013 20,000.00 2.00% 18,020.00 38,020.00 38,020.00 1.00
6/30/2014 25,000.00 2.50% 17,620.00 42,620.00 42,620.00 1.00
6/30/2015 25,000.00 3.00% 16,995.00 41,995.00 41,995.00 1.00
6/30/2016 25,000.00 3.40% 16,245.00 41,245.00 41,245.00 1.00
6/30/2017 25,000.00 3.75% 15,395.00 40,395.00 40,395.00 1.00
6/30/2018 25,000.00 4.10% 14,457.50 39,457.50 39,457.50 1.00
6/30/2019 25,000.00 4.45% 13,432.50 38,432.50 38,432.50 1.00
6/30/2020 30,000.00 4.70% 12,320.00 42,320.00 42,320.00 1.00
6/30/2021 30,000.00 4.95% 10,910.00 40,910.00 40,910.00 1.00
6/30/2022 30,000.00 5.20% 9,425.00 39,425.00 39,425.00 1.00
6/30/2023 30,000.00 5.35% 7,865.00 37,865.00 37,865.00 1.00
6/30/2024 35,000.00 5.50% 6,260.00 41,260.00 41,260.00 1.00
6/30/2025 35,000.00 5.70% 4,335.00 39,335.00 39,335.00 1.00
6/30/2026 40,000.00 5.85% 2,340.00 42,340.00 42,340.00 1.00
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

420,000.00 183,685.56 603,685.56 603,685.56

Academic Facilities Improvements - Series 2011 COPs

Table 3 
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Board of Trustees of Illinois State University
Certificates of Participation, Series 2011
Combined Annual COPs Debt Service

Combined
Fiscal Capitalized Series 2008 COPs Debt
Year Principal Rate Interest Interest Total COPs Service

6/30/2011 1,721,850.00 1,721,850.00
6/30/2012 315,000.00 1.50% 721,747.06 (364,674.07) 672,072.99 1,714,062.50 2,386,135.49
6/30/2013 610,000.00 2.00% 727,187.50 1,337,187.50 1,720,625.00 3,057,812.50
6/30/2014 625,000.00 2.50% 714,987.50 1,339,987.50 1,713,775.00 3,053,762.50
6/30/2015 645,000.00 3.00% 699,362.50 1,344,362.50 1,721,050.00 3,065,412.50
6/30/2016 660,000.00 3.40% 680,012.50 1,340,012.50 1,719,487.50 3,059,500.00
6/30/2017 685,000.00 3.75% 657,572.50 1,342,572.50 1,714,087.50 3,056,660.00
6/30/2018 705,000.00 4.10% 631,885.00 1,336,885.00 1,717,287.50 3,054,172.50
6/30/2019 735,000.00 4.45% 602,980.00 1,337,980.00 1,713,687.50 3,051,667.50
6/30/2020 770,000.00 4.70% 570,272.50 1,340,272.50 1,718,487.50 3,058,760.00
6/30/2021 810,000.00 4.95% 534,082.50 1,344,082.50 1,721,287.50 3,065,370.00
6/30/2022 845,000.00 5.20% 493,987.50 1,338,987.50 1,720,550.00 3,059,537.50
6/30/2023 890,000.00 5.35% 450,047.50 1,340,047.50 1,722,750.00 3,062,797.50
6/30/2024 935,000.00 5.50% 402,432.50 1,337,432.50 1,716,012.50 3,053,445.00
6/30/2025 985,000.00 5.70% 351,007.50 1,336,007.50 1,717,150.00 3,053,157.50
6/30/2026 1,050,000.00 5.85% 294,862.50 1,344,862.50 1,720,737.50 3,065,600.00
6/30/2027 530,000.00 6.25% 233,437.50 763,437.50 1,714,675.00 2,478,112.50
6/30/2028 565,000.00 6.25% 200,312.50 765,312.50 1,719,025.00 2,484,337.50
6/30/2029 600,000.00 6.25% 165,000.00 765,000.00 765,000.00
6/30/2030 640,000.00 6.25% 127,500.00 767,500.00 767,500.00
6/30/2031 680,000.00 6.25% 87,500.00 767,500.00 767,500.00
6/30/2032 720,000.00 6.25% 45,000.00 765,000.00 765,000.00

15,000,000.00 9,391,177.06 (364,674.07) 24,026,502.99 30,926,587.50 54,953,090.49

Estimated Series 2011 COPs

Table 4 
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Current ISU Debt 
 
The State University Certificates of Participation Act places a limit on Illinois State 
University’s COPs of a maximum $10 million annually in debt service. 
 
ISU COP debt service in FY 2011 is $1,721,850 for COPs Series 2008, which will be 
paid off in 2028. 
 
The ISU COPs for 2011 will have an estimated debt service ranging from a high of 
1.345 million to a low in later years of $763,000 through 2032.  The highest combined 
debt service would be $3.066 million in FY 2026, which is below the $10 million 
annual limit for the University’s COPs. 
 
ISU COP outstanding principal as of June 30, 2010 is $21.3 million, while current 
Auxiliary Facilities System (AFS) Revenue Bond outstanding principal is $103.9 
million.  AFS bonds are secured by a pledge of the net revenue of auxiliary facilities, 
as well as the pledged portion of the tuition, health service and athletic & service fees 
charged to students.  Table 5, on the following page, shows the debt service schedule 
for current AFS bonds. 
 
Standard & Poor’s rates Illinois State University an A+ with a negative outlook.  
Moody’s currently gives the University an A3 rating with a negative outlook.  Both 
rating agencies state that the negative outlook is based on receiving approximately 34% 
(in 2009) of operating revenues from the State of Illinois, payments of which have been 
delayed.  
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Table 5 

Fiscal
Year System

Ending Series 2008 Series 2006 Series 2003 Series 1996 Series 1993 Series 1989 Total

6/30/2011 2,205,553.76 2,979,597.50 1,109,262.50 3,825,000.00 10,119,413.76
6/30/2012 2,212,738.76 2,977,297.50 2,432,950.00 1,665,000.00 660,000.00 9,947,986.26
6/30/2013 2,207,801.26 2,972,950.00 4,766,950.00 9,947,701.26
6/30/2014 2,205,951.26 1,671,515.00 4,759,750.00 1,335,000.00 9,972,216.26
6/30/2015 2,206,511.26 1,671,515.00 538,750.00 5,710,000.00 10,126,776.26
6/30/2016 2,209,211.26 1,671,515.00 538,785.00 5,710,000.00 10,129,511.26
6/30/2017 2,208,751.26 3,636,515.00 537,825.00 6,383,091.26
6/30/2018 2,209,991.26 3,634,880.00 535,840.00 6,380,711.26
6/30/2019 2,207,591.26 3,633,280.00 537,800.00 6,378,671.26
6/30/2020 2,211,391.26 3,633,480.00 533,880.00 6,378,751.26
6/30/2021 2,211,366.26 3,634,177.50 533,855.00 6,379,398.76
6/30/2022 2,207,966.26 3,635,082.50 537,000.00 6,380,048.76
6/30/2023 2,206,091.26 3,636,495.00 533,970.00 6,376,556.26
6/30/2024 2,210,408.76 3,638,160.00 5,848,568.76
6/30/2025 2,206,018.76 3,634,170.00 5,840,188.76
6/30/2026 2,208,093.76 3,634,420.00 5,842,513.76
6/30/2027 2,209,968.76 3,633,375.00 5,843,343.76
6/30/2028 2,208,187.52 3,637,170.00 5,845,357.52
6/30/2029 2,202,750.00 3,633,842.50 5,836,592.50
6/30/2030 2,206,500.00 3,634,860.00 5,841,360.00
6/30/2031 2,210,750.00 3,633,120.00 5,843,870.00
6/30/2032 2,210,250.00 2,210,250.00
6/30/2033 2,205,000.00 2,205,000.00

$50,788,843.94 $68,467,417.50 $17,896,617.50 $12,755,000.00 $1,665,000.00 $4,485,000.00 $156,057,878.94

Outstanding Principal (as of 6/30/10)
$30,635,000.00 $43,270,000.00 $14,650,000.00 $9,506,793.59 $1,521,229.55 $4,293,261.01 $103,876,284.15

Auxiliary Facilities System Revenue Bonds
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