
COUNCIL WORKSHOP ITEM

ITEM: ADVANCED REFUNDING OF G.O. BONDS SERIES 1996 AND 2000
DATE: March 7, 2001
PREPARED BY: Martin Lyons, Director of Financial services
PURPOSE: Due to a change in interest rates, it has become financially advantageous for

the Village to refund and advanced refund bonds from its 1996 and 2000
General Obligation Bond issues.  From this analysis, we anticipate net savings
of nearly $175,000.

DISCUSSION:     Please find attached an analysis prepared by Northern Trust, the Village’s Financial
Advisor, regarding potential savings through the refunding of current outstanding Village General Obligation
Debt.  As you may recall, the Village consistently places call provisions in its longer-term General Obligation
Bond issues.  These provisions allow the Village to pay off a General Obligation Bond issue in a time period
shorter than the full term of the bonds. 

The 1996 General Obligation Bonds for Library Renovation and the 2000 Central Business District General
Obligation Bonds have several years in each issue that could be reissued at lower rates, effectively saving
the Village interest costs on an annual basis.  Northern Trust projections present value savings of $174,806
over the life of the bonds.  These savings are completely net of our fees to be paid to Northern Trust and
our Bond Counsel, Chapman and Cutler.  In effect, by processing this advanced refunding, we will reduce
our annual debt service on this bond issue by $10,000 - $20,000 each year, depending on the bonds in
question.

Chapman and Cutler has proposed a fee not to exceed $25,000 for processing this refunding issue. 
Normally we use Northern Trust as our financial advisor, and sell new bonds competitively.  In the case
of this refunding, Northern Trust is acting as both the underwriter of the bonds and as financial advisor. 
As such their costs are contained in the underwriting portion of the bond sale. 

Costs of Issuance are estimated at $35,000 and include the following:
Ratings agency fee $7,000
Escrow verification $3,000
Escrow trustee fees $3,000
Bond Counsel $20,000
Bond Printing $2,000

RECOMMENDATION:

We recommend proceeding with the refunding of bonds as outlined above and in the attached report
from Northern Trust.
























