GUIDELINES FOR CAPITAL EXPENDITURES FOR

ILLINOIS PUBLIC MUSEUM CAPITAL GRANT PROJECTS

The purpose of these guidelines is to prescribe the policies and principles to be followed in determining whether a specific project or class of projects is eligible to be funded from bond proceeds.

To be funded with the proceeds of a bond issued under state law, a project must be consistent with (1) Article VIII, Section 1 and Article IX, Section 9 of the 1970 Constitution of the State of Illinois; (2) other applicable substantive statutes; and (3) the approprational authority. It is recognized, however, the general parameters set forth in these authorities do not permit a definition of all projects for which bond proceeds may be expended.  To further define these purposes, bondability guidelines provide uniform references for the selection of specific projects or classes of projects to be funded thought the sale of general obligation bonds.

General Guidelines for Utilization of Bond Proceeds

A bondable capital project is one for which the expenditures generally include, but are not limited to, one or more of the following purposes:  architectural planning and engineering design; demolition (in preparation for additional work); site preparation and improvement; utility work; new construction of buildings and structures; reconstruction or improvement of existing buildings or structures; initial furnishings and equipment integral to the project; and replacement of currently utilized assets by a better asset; expansion of existing buildings or facilities; and any other work which significantly increases the service potential of a building or structure.

Work that constitutes repairs, maintenance or remodeling of a limited nature or scope, which is not done as part of a larger bondable project, shall not be considered a bondable capital project.  A nonbondable project is generally one that maintains or preserves the existing condition, use or size of a capital asset and which is neither in the nature of a betterment nor a change to the capital asset’s condition, use or size.  Generally, such work does not significantly add to the value of the capital asset nor appreciable prolong the life of the capital asset.  

With the foregoing primary considerations in mind, the Department of Natural Resources will be guided by the following general principles in reviewing requests for funding a project with bond proceeds.  To be eligible for funding with bond proceeds, the project must meet all of the following criteria:

1) The project expenses will not be recurring.  In this context, recurring expenses are defined as those costs which are incurred for the same expenditure purpose subsequent to the completion of a bondable capital project, and at frequent or regular intervals over the life of the bonds issued to finance the project, but before the bondable expenses initially incurred for such purposes are completely amortized.  An example would be the recurring cost of maintain a roof over the 20-year expected life of the roof.  Although the “renovation” of the roof would be bondable in year 1 and year 21, and recurring flashing work in that period would be a nonbondable recurring maintenance expense. 

2) The project is of a durable nature and not consumed in use.

3) The project is not subject to inherent risk of failure, rapid technological obsolescence, or primarily intended to fulfill temporary requirements or needs. 

4) The expenditure of project funds appreciably increases, it proves or enhances the interests of the entity, or it’s legally constituted subdivisions, in the property, land, building or asset to be developed, constructed or improved.

When applying these guidelines, the total scope of the work to be undertaken will be considered.

Individual elements of work, which would not be considered bondable when considered separately, may be included in a larger bondable project when the total scope of work meets the criteria set out in these guidelines.

Where bondable projects include or involve the purchase of equipment, the following conditions shall apply:

1) Any equipment purchased with the use of bond funds must not be subject to inherent risk of failure, rapid technological obsolescence, or primarily intended to fulfill temporary requirements or needs.

2) Bond funds are to be used only to acquire items that are considered as internal components and are necessary for the effective functioning of the projects.  If considered separately this equipment may not have an extended useful life but since it is initially required, or cannot be separated from a functional project, it may be included.

Specific Guidelines by Project Type

The following guidelines set forth the appropriate utilization of and limitations applicable to the use of general obligation bond proceeds to fund various capital improvement projects and related expenditure purposes.

Planning.  Bondable planning costs include those expenditures which are related to architectural planning and engineering design required for developing and implementing a specific bondable capital improvement project.  Included are costs for preliminary technical studies developed from program statements that reflect the general functional characteristics an architectural requirements of a bondable capital improvement project, costs for the completion of construction documents and detailed working drawings required for bidding and construction, including any allowable reimbursables provided within an executed contract for professional and technical services.  Also included as bondable planning costs are fees for construction management and observation.

Expenditures for general long-range development plans, master plans, facility surveys, historical or archaeological research, feasibility studies, program or scope statements, energy audits, or other expenditures similar in character shall not be considered bondable.

Building, Additions or Structures.  Expenditures for the construction of new or the reconstruction of existing buildings, additions, or structures are a bondable expense. This category refers to those facilities with a roof or walls that have a foundation.  This category also includes site development necessarily required or related to the preparation of a site for construction reconstruction purposes; and required build-in, special purpose or other fixed equipment where such equipment is permanently affixed or connected to real property in such a manner that removal would cause consequent damage to the real property to which it is affixed.  Also included in this category are expenditures for the installation or replacement of water control structures such as dams, culverts, aqueducts, drainage systems, locks, spillways, reservoirs, and channel improvements.  Normally recurring expenses associated with water control structures or improvements are not bondable, unless part of a larger bondable project.  Examples of nonbondable expenses include:  installation of rip rap, filter cloth, dredging and installation of plant materials



Bondable work may include but is not limed to the following:

1) New construction of buildings, structures, or facilities.

2) New construction of an addition or wing to an existing structure.

3) Reconstruction of an existing building or structure, which may include demolition, as well as installation of a new structural or interior walls, floors, ceilings, utilities, interior finishes, and equipment.

4) Exterior work, including exterior surface, structural or foundation work necessary to extend the useful life of the structure.  The costs of repairs or maintenance normally anticipated to occur are not bondable.  Such non-bondable repairs and maintenance include:  patching concrete, filling of sealing cracks, painting, caulking, weatherproofing, sandblasting and cleaning.  An aggregation of nonbondable repairs or maintenance does not constitute a bondable project even though the repairs or maintenance will be performed at the same time, this resulting in a greater total project expense.  Nor does the fact that the repairs are being undertaken as a result of deferred maintenance make the project bondable.  Elements of work that are not bondable if considered separately may be included in a larger bondable project.

5) Roof work limited to removal of all or major portions of a roofing system down to the decking and replacement with a new system reasonably expected to have an extended life.  Replacement of insulation, decking, and other necessary structural work may be part of a bondable roof replacement project. Included in a bondable project may be stone or metal work and other work necessary to direct and control water drainage and ice formation.  Nonbondable roof repairs include:  Patching, replacing shingles, spot treatment with tar or other roof materials, adding gravel or other materials, or other repairs.  Replacing gutters, downspouts, fascia and other work is not bondable as a project but may be included as part of a larger bondable roof replacement project.

6) Interior work, including major remodeling of areas where the function of the space is changed or substantially upgraded.  Bondable interior work will generally involve the following elements of work:  demolition, moving walls, new carpet or floor surfaces, new finishes, replacing electrical and plumbing facilities, changes to the heating or cooling system, and installation of new fixed or movable equipment.  Nonbondable interior repairs or interior renovation include: painting, plastering, sanding, replacing electrical and light fixtures, decorative remodeling, insulation, installing paneling, and handicapped accessibility improvements such as installing handrails, moving toilets, partitions. Telephones, water fountains and widening entrances.  If, as part of an accessibility project a structural and permanent change to the facility is made, such as rebuilding an entrance to accommodate a concrete ram, the work may be considered bondable. An aggregation of nonbondable repairs or maintenance does not constitute a bondable project even thought the repairs or maintenance will be performed at the same time, this resulting in a greater total project expense.  Nor does the fact that the repairs are being undertaken as a result of deferred maintenance make the project bondable.  Elements of interior work that are not bondable if considered separately may be included in a larger bondable project.

Life Safety and Codes.  The justification or need for such work determines program and budget priority but does not affect the source of funds to pay for the work.  The criteria in these guidelines for interior and utility work will determine whether the proposed life safety or code project is bondable.  Examples of nonbondable work, unless included n a larger bondable remodeling or reconstruction project, include: installation of fire alarms, smoke detectors, fire doors and hall partitions, vent dampers, automatic door closers or connection of building monitoring systems to a central or off-site central monitor.

Utilities.  Bondable utility costs include expenditures for the acquisition, construction, replacement, modification or extension of utility systems including:  Construction or replacement of utility lines between buildings, replacement or installation f utilities to off-site supply systems, replacement of complete boiler or central air conditioning or ventilation systems.  Bondable utility improvements include:

1) Provisions for potable water, high temperature water for sanitary or other related purposes, domestic hot or chilled water.

2) Systems and associated components for disbursing or providing electricity or telecommunications services, including underground or overhead distribution cables for television, computers, or other modes of communication.

3) Steam and condensate returns.

4) Storm and sanitary sewers.

5) Fire hydrant and stand pipes.

6) Central fire and security alert systems.

7) Lighting systems.

8) Tap-ons or extensions related to existing utility systems.

9) Automated temperature or environmental control systems, and air or water pollution control systems.

10) Provisions for the disposal of contaminated, radioactive, hazardous or surgical waste.

11) Solar heating or other approved energy systems as part of a bondable construction reconstruction project.

12) Sewage and water treatment facilities, equipment and related systems.

13) Earth moving to create artificial lakes, reservoirs for utility or related conservation purposes.

14) Restoration of natural and manmade features of the site of any utilities installation to its original conditions for erosion control.

15) Trenches or ditches dug for the purpose of laying tile or providing ducts to remove excessive rainfall and prevent erosion.

Nonbondable utility repairs include replacement of corroded, leaking, unsafe or undersized wiring or pipes inside a facility, repairs to stop leaks or replace boilers, adding controls or valves for energy conservation, replacement of thermostats or timers, installing meters or energy management computers or control or monitoring, installation or replacement of duct work or return air systems, adding heat reclaim systems, installing insulation, adding a solar heating or cooling system, installing telephone or communication systems such as paging or call systems, installing lines for television or computer monitoring for security or energy management. 

Site Improvements.  Bondable site improvement expenditures shall include all costs related to a bondable capital improvement project including demolition, rough and final grading of a site, and the construction or replacement of sidewalks, road and driveway pavement surfaces, bridges, ramps, curbs, overpasses, underpasses, pedestrian bridges and tunnels, surface parking areas, campground development, building terraces, retaining walls, exterior lighting, and seeding or sodding for erosion control.  Installation of plant material or other landscaping costs are bondable only if included in a larger bondable capital improvement project.  Site improvement projects not part of a larger capital project may be bondable if the structure or improvement provided is permanent and meets all other tests and requirements of these guidelines.  Demolition of buildings, structure, removal of trees and plant material, grading, rerouting utilities and erosion control are bondable when they precede a bondable project to be undertaken on the same site.  Clearing and or demolition of vacant buildings are bondable only when in preparation for a bondable construction project.

Bondable roadwork may include construction of a new road or parking lot, extension of a road or parking lot, or upgrading a road or parking lot to a significantly more permanent surface.  Examples include upgrading from gravel to oil and chip, oil and chip to asphalt, or asphalt to concrete.  The bondable road project includes all necessary signing, landscaping, erosion control, drainage, lighting, bridges, safety, and control structures.  Repairs or resurfacing of existing roads to preserve and extend useful life are not bondable.  Repairs to existing bridges such as sandblasting, painting, sealing or resurfacing are not bondable.

Durable Moveable Equipment.  Durable moveable equipment is the initial movable equipment, other than build-in equipment, which is necessary and appropriate for the functioning of a particular facility for its specific purpose and which will be used solely or primarily in the rooms or areas covered in the subject project.  Further, such equipment is defined as manufactured items which have an extended useful life, are not affixed to a building and are capable of being moved or relocated from room to room or building to building, are not consumed in use, and have an identity and function which will not be lost through incorporation into a more complex unit.  Equipment affixed or built into the building or structure is considered fixed equipment and is a bondable expense.

In applying the above definition, reference should be made to the State Finance Act and the distinction between Commodities (Chapter 127, Paragraph 151b) and Equipment (Chapter 127, Paragraph 156) as defined by that Act.

The following items are bondable when such items are part of a larger bondable project:

1) Office equipment and furnishings.

2) Machinery, implements and major tools.

3) Scientific instruments and apparatus with the exception of those items which are subject to short useful life, i.e., glassware, tubing, crockery, light bulbs, etc.  These items are more correctly defined as commodities.

4) Equipment not otherwise classified will be considered bondable provided it meets all other guidelines.

5) Items of equipment costing under $25 which are purchased in quantity conform to all other guidelines and have a significant useful life of a minimum of 10 years.  These items should be capable of identification for inventory control purposes.

6) Art-in-Architecture Act.

Non-Bondable expenses include:

1) Commodities.

2) Library books, maps, and paintings, other than those purchased in the Art in Architecture Program.

3) Livestock.

4) Rolling stock of a specialized nature, including cars, trucks, boats, and related items.

5) Spare and replacement parts.

6) Items with a short useful life such as glassware, crockery, light bulbs, etc.

Other Expenditures.

The following are operating or other types of expenditures that are specifically not bondable and should not be included in bondable capital project budget requests:

1) Projects that cost less than $25,000.

2) Operational and administrative expenses, such as compensation costs, travel, commodities, non-initial equipment, or other recurring expenditures which are similar in character.

3) Lease payments for rental of equipment or facilities.

4) Costs for archaeological digs, research or exploration.

5) Costs of staff or resident labor and material.

6) Expenditures to acquire or construct temporary facilities or for facilities where abandonment or replacement is imminent.

7) Separate purchases of sand, gravel, rock, asphalt or concrete in limited quantities, ordinary hardware items, and temporary nondurable fencing.

8) Spare or replacement parts and equipment, hand tools, decorative models, plaques and other commemorative memorabilia, supplies or other commodities.

9) Purchase of automobiles, trucks, farm or construction equipment, boats or rolling stock.

10) Livestock or laboratory animals.

11) Unpredictable or unusual legal expenses (other than those associated with land acquisition) which are not ordinarily provided within the budget for a capital project.
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