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the best waY to lower its deþt
payments, considering oP-

tions that include abatement,
refunding ancl defeasance.

Such terms have mean-
ings that might elude the
public, but units of govern-
ment rely on these mecha-
nisms to restructüe analpay
down public' debt, officials
saitl.

Sugar Grove, for examPle,
refundetl - or refinancetl - its

-zooo $'9.5 iäillíon bond issue
to build the Police station
and extend MuniciPal Drive.

"It's going to save us mon-
ey," Village President Sean
Michels saitl.

And that is exactlY its
function, saitl Kevin McCan-
na, presitlent and owner of
Speer Financial Inc., a Public
finance consulting firm. Mc'
Canna explained refunding,
abating antl defeasance.

Refunding is a method
ofrestructuring debt that is
being used more often latelY
because of the turntlown in
the economy, McCanna said'
Abatement is using excess
cash to retluce a clebt PaY'
ment, and defeasance is set'
ting money asitle to PaY offa
debt, he saitl.

"Refunding is the same as

refinancing a mortgage to a
Iower rate to save money,"
Mc0anna said.

Many public bonds were
sold in 2005 and 2006, wìen
economic grow .th stjll was ex-
pectecl, McCanna said.

"They were in a hot, grow-
ing area, subdivisions oPen'
ing, and all of a suclclen it's
not happenitrg,'l Mc0anna
said. "Antl the debt service
was scheduled to be increas-
ing a little each Year because
of anticipated new homes ...

andl sales tax growt]r."
McCanna said manY tax-

ing botlies take that debt and
extend it a few Years, which

Since 2011, the Batavia Public Li has been refu¡ding bonds originally sold. in 1998 and 1999 to

build the new library. lnstea¿ J i efinancing and extending out more debt, however, the original

$8.8 million issue and the new issue will be paid off in 2018'

sometimes is called "scoop
and toss," which is manag-
ing debtby extending it for a
longerteru, he saitl. Butthat
negative connotation is gen'
erally not accurate 

.because

the crash in 2008-09 changetl
the economy so drasticallY,
McOarura saiil.

"Atlding a few Years be-
cause the economy cost You
several years of growth .'. it's
not bad adtling a few Years,"
McOanna saicl. "Instead
of paying it off in 15 Years,
you're going to PaY it ofr in
20 years. ... Adtling 20 Years,
now that's something else."

But not everY refund'
ing extentls loans. In Sugar
Grove's case, the bond issue
still will be paid off in 2016,

but at a lower interest rate'
That also was the case for
the Batavia Public Library,
which diil retunding on the
original $8.8 million bontl
issue for the new library,
library Director George
Scheetz said.

The loan or bontl issue
was done intwo installnents
in 199S antl 1999, he saitl. BY
getting better interest rates,
Scheetz saicl theY shavecl ofr
more than $450,000 in inter-
est on the loans, which will
be paid ofion time in 2018'

"For tlree years in a row,
2011,m12 and' 2013, theY were
the big refunds, $150,000 a
year," Scheeta said.

Geneva District 304's fi-

nancial advisers ofierecl sev'
eral scenarios for dealing
with its $301 million debt'
Doing nothing woultl boost
loan payments to nearly $25

million bY 2018, something
offrcials wantto avoid.

At a recent meeting,
school board members talk-
etl about the oPtions with the
goal offlattening out the debt

þayments to reduce their im-
pact on ta:çaYers. .'

One of tlem is abatement,
which means it is going to
take moneY in excess of $15
miltion in the education tuùtl
to lower the debt Payment
for the year. McCanna saitl
abating is another tool gov-

ernments use to reduce debt
payments.

"Abating means theY
have money on hancl, anil
they are looking at their
cu:rent tax lew,'l McOan¡a
said' "Pé¡rt of fl¡i5'YP'ar1s tax
levy is,retluðett ùY.t'he cash
on hand.l'.

District 304 alreadY has
¡"s¡ using abatement to con'
trol debt payments. Boartl
member Bill ÏVilson said
officiâIs abatetl $8.2 million
and areontargetto abate $5'9
millionmore.

"We're trYing to keeP
them ldebt payments] at $15
million," said Donna Oberg,
District 304's assistant su-
perintendent for business
services. "Drawing out that
debt an adclitional four Years

would be a cost to us. But bY
putting something asíde, we
can use Some of that money
to restucture those bonds."

Sugar Grove Administra'
tor Brent Eichelberger said
the village does abatement
with nonhome rule sales
tax to pay for the MuniciPal
Drive project.

t'If we dirl qot abate, il
would go o'n thæ.P¡oBerty tax
rolls," Eichelberger saiù "So
lwel are abating theproperty
taxlevy."

Oberg saitl District 304
transfers its rèserves to its
bondand interestfund.

"Instead of having the
county clerk levy the whole
dollar amount, she is re-
ducing it by the amount we
have set aside," Oberg said'
"When the bond PaYments
comedue,
with the
collectetl,
ment."

' The third füiancing todl
DistrictS04 has at its dis'
posal is called.defeasancè,
where the dishict sets mon-
ey aside every year for the
boncls' principal reduction.
McCanna-said defeasance is
the êquivalent of setting uP
âi escrow ãccount tliat,can
bê invested antl set.up to pay
the loan as it comes due.

"Then theY don't have to
worry about how the loan is
going to get paid," McOanna
said.
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