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Budgets, levies, abatements, assessments, rates, taxes, and exemptions, to name a few, are 
without a doubt, confusing stuff.  They each mean something different and have a complex 
relationship with each other.  Anyway, to explain it all is too much to bite off in one article.   

Today’s message is to attempt to explain abatements from levies from budgets as it relates to 
taxing bodies a.k.a. ‘government’. 

Most people understand what a budget is.  We might think of it as deciding how to spend the 
money you make.   Contrarily, it might be argued that government takes a reverse approach.   
For many taxing bodies, the discussions begin with funding their priorities by totaling up their 
expenses.  What do they plan to do during the year and how much money will it take to cover 
those expenses. 

From there it needs to be funded and that’s where property taxpayers come in.   Now, to be fair, 
only a portion of the budget is funded by property taxes, but in Illinois it’s a great majority of the 
funding; this is referred to as the ‘levy’.  But again there are other sources of the funding such as 
state funding, sales tax funding, fees charges for programs, and sometimes funding from reserves 
– which equates to an abatement. 

Let’s make up some numbers here to follow along better.  Let’s suggest that a local taxing body 
needs $10 million to fund all of their programs, salaries, and other expenses and that this is a 
$200,000 increase over last years $9.8 million budget.  Let’s say that maybe $1 million comes 
from state funding whereas as $2 million comes from sales tax.   Keep in mind some 
communities make a lot of revenue off sales tax where others make very little.  To keep the math 
simple, we’ll say that ‘fees’ such as vehicle stickers, registration fees, permits, and others  make 
up another $1 million in this example.  That leaves $6 million remaining as the ‘levy’ to come 
from property tax payers. 

Now we need to compare last year’s funding formula to this year’s to determine how much of an 
increase to the levy (property taxes revenues) it would take to reach the $6 million needed.   

This is important because taxing bodies are limited as to how much of an increase they are able 
to automatically impose without taking the increase to a referendum vote of the residents.  In 
many cases voters are unwilling to vote in an increase so taxing body officials prefer to keep 
their increases within the allowable legal maximum which is typically tied to the consumer price 
index (CPI).   

Recently with property high taxes in Illinois, and McHenry County specifically, residents have 
been turning out to council, school board, and township meetings in greater numbers to make 
their discomfort known.  As a result, policy makers utilize an abatement to offset the immediate 
direct impact of the increase in the levy. While it eases the immediate impact, it is short lived and 
can have a compounding effect on property taxpayers in years to come. 

Let’s explain: in the example above, if all other revenue sources were kept the same, the levy 
amount would need to increase from $5.8 million to $6 million or 3.45%.  If CPI for the year was 



3%, the organization would have to take the increase to the residents for a referendum vote.   Not 
knowing if that would pass policymakers adjust their budget so that the levy portion would be 
$5.97 million – a 2.9% increase.   No referendum required. 

But the people complain so the taxing body decides to use an abatement this year to offset the 
increase.  That is, they will take $500,000 out of their reserves – think ‘savings account’ – to 
decrease the amount the property owners will have to front in taxes.   The policymakers claim 
they have reduced the effective tax increase. So instead of demanding a 2.9% increase, the rate is 
promoted as decreasing 5% and everyone is overjoyed at what a great job was done.    

If the residents are really lucky the taxing body doesn’t even end up needing the extra $200,000 
so the hit to reserves is really only $300,000. 

The problem is that the levy was still increased by the $200,000 so next year the base amount 
will be $6 million, not the reduced and promoted $5.5 million.  When the taxing body decides 
next year that they need just 2%, so that no one objects, the levy will become $6.12 million, an 
effective increase to the taxpayers of 11% over what they were required to pay the prior year.  
But that’s not what the policymakers or administration will talk about.  They’ll mention that the 
increase they’re looking to pass is only a 2% increase to the levy. 

It’s difficult to follow all of the moving parts and this is not an easy process for anyone.   Elected 
policymakers many times are not experts in this and often don’t understand the process when 
they run for office.   

The best thing for residents to do is to attend the meetings, watch what’s going on, ask questions, 
and hold policy makers accountable, if necessary.   


