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RESOLUTION NO. 8818  1 

A RESOLUTION  introduced by City Manager Jim Colson setting forth the City of Topeka’s 2 

policy for debt management; and rescinding resolution no 7554. 3 

 WHEREAS, the vitality and economic prospects of a City can be measured by the service 4 

delivery potential of its infrastructure; and  5 

 WHEREAS, a significant portion of a city’s ability to influence and/or encourage 6 

economic development can be measured by the adequacy of its infrastructure and its capacity to 7 

support growth; and 8 

 WHEREAS, it is the responsibility of the Governing Body, the City Manager and other 9 

appointed city staff, as trustees for the City of Topeka’s (“City”) infrastructure and physical plant 10 

and their related service delivery capacity, to: 11 

1. Maintain the existing assets to ensure continued serviceability; 12 

2. Provide for additions, modifications, and expansion as needed and, when possible, in 13 

reasonable anticipation of change; 14 

3. Ensure that the costs of this effort are borne equitably by each generation of taxpayers, 15 

rate-payers, users, and other beneficiaries over a relevant period of time; 16 

4. Employ the use of debt to complement, and not to supplant, significant recurring 17 

commitments of annual appropriations for capital purposes;  18 

5. Act as responsible fiduciaries during their tenure as City officials, to ensure the transfer 19 

to their successors of City infrastructure, physical plant, and service delivery capacity in 20 

equal or better condition as they received them from the preceding officials; and 21 

6. Maintain the City’s sound financial position, reasonable reserves, and strategic and 22 

reasonable debt position, thereby enhancing the City’s corporate image, creditworthiness, 23 

flexibility, and its related ability to meet the challenges of each new day, decade and 24 

generation. 25 

NOW, THEREFORE, BE IT RESOLVED by the City of Topeka, Kansas, that City 26 

Council hereby adopts the following policy to establish debt issuance and management 27 

guidelines for all debt financing for the City of Topeka. 28 

SECTION 1. RESPONSIBILTY FOR DEBT MANAGEMENT  29 
 30 

A. The primary responsibility for debt financing recommendations rests with the Director 31 

(the “Director”) of the Administrative and Financial Services Department (the 32 
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“Department”). In developing such recommendations, the Director shall be assisted by 33 

City staff, including other members of the Department. The responsibilities of City staff 34 
shall include: 35 

 36 

a. Ensuring adherence to this Debt Management Policy (the “Policy”); 37 
 38 

b. Considering the need for debt financing in the context of the existing Capital 39 
Improvement Budget and any other programs or planned improvements deemed 40 
necessary by the City Manager; 41 

 42 
c. Reviewing changes in federal and state legislation that affect the City’s ability to 43 

issue, service or administer its debt financings and report such findings to the City 44 
Manager as appropriate; 45 

 46 
d. Reviewing annually the provisions of ordinances authorizing the issuance of 47 

general obligation debt of the City; 48 
 49 

e. Reviewing opportunities for refinancing existing debt for reasons economical or 50 
otherwise deemed advantageous to the City; and 51 

 52 

f. Recommending services by a financial advisor, bond counsel and other debt 53 
financing service providers as appropriate. 54 

 55 
B. In developing financing recommendations, City staff shall consider: 56 

 57 

a. Options for interim financing including short-term and inter-fund borrowing, 58 

taking into consideration federal and state reimbursements;  59 
 60 

b. The effects of financing plans on existing and potential tax rates and user fees; 61 

 62 
c. Interest rates, financing costs, available financing alternatives and other capital 63 

market and financing trends; and 64 
 65 

d. Other factors deemed appropriate. 66 

 67 
SECTION 2. POLICIES 68 

 69 

A. The City shall annually forecast debt-funding requirements on a five (5) year basis to 70 
facilitate enhanced short-term decision-making, and to examine the long-term 71 
implications of existing and contemplated debt financings. 72 

 73 
B. All other things being equal, the City shall prefer debt financing supported by user fees or 74 

special charges to debt financing supported by taxes. 75 
 76 

C. The City shall not fund the costs of current operations or routine maintenance with long-77 
term debt financing.  78 



3 | P a g e  
 

 79 

D. The City shall use debt financing primarily to finance capital projects with a relatively 80 
long life, typically no less than ten (10) years, excepting unusual or infrequently 81 
purchased equipment, which shall have a useful life of no less than five (5) years, and 82 

cost no less than one hundred twenty-five thousand dollars ($125,000). 83 
 84 

E. The City shall maintain consideration for its statutorily limited debt capacity and restrict 85 
its use of debt financing to situations in which it is deemed more affordable, prudent or 86 
otherwise more advantageous than the use of “pay-as-you-go” financing for achieving the 87 

City’s objectives or adhering to its policies. 88 
 89 

F. The City shall restrict the use of long-term debt financing and capital leases to fund 90 
capital acquisitions, improvements, projects or equipment to the following circumstances: 91 

 92 
a. The project is included in the City’s Capital Improvement Budget; 93 

 94 
b. The project is the result of growth-related activities within the community that 95 

require unanticipated and unplanned infrastructure or capital improvements by the 96 
City; 97 

 98 

c. The project’s useful life, or the projected service life of the equipment, is 99 
expected to be no less than the term of the financing; 100 

 101 
d. Existing or projected revenues are sufficient to service the planned debt;  102 

 103 

e. The cost of the asset or assets financed would place an undue burden on today’s 104 

current tax- or rate-payers if financed on a pay-as-you-go basis; or 105 
 106 

f. The use of debt is necessary to promote the stability over time of the City’s 107 

property tax demands or user fee levels. 108 
 109 

G. The City shall adhere to the following financing guidelines: 110 
 111 

a. When measuring its commitment to its infrastructure and related service delivery 112 
potential, the City shall appropriately address its capital, operating and 113 
maintenance needs. 114 
 115 

b. Capital acquisitions, improvements, equipment, and projects are categorized into 116 
either “pay-as-you-go” or “debt financing” classifications. The City shall evaluate 117 
each project to determine the most affordable and/or advantageous method of 118 

financing with consideration for the following principles. In general, pay-as-you-119 
go capital projects shall be characterized by a cost of no more than one hundred 120 
twenty-five thousand dollars ($125,000), an asset life of no more than five (5) 121 
years, or an improvement that is expected to extend the useful life of an existing 122 
capital asset by no more than five (5) years. Debt financing capital projects shall 123 
generally be restricted to major, non-recurring capital expenditures for assets or 124 
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asset improvements costing in excess of one hundred twenty-five thousand dollars 125 

($125,000) and having an expected useful life in excess of five (5) years.  126 
 127 

c. When measuring inter-period equity for capital needs, the City shall appropriately 128 

balance considerations for allocating its debt burden among those constituents 129 
positioned to benefit from the financed assets, and the need to distribute the 130 
financing burden over appropriate fiscal periods.   131 

 132 
d. Unless other methods are deemed more appropriate and/or advantageous, the City 133 

shall amortize individual long-term financings to simultaneously produce 134 
substantially level annual debt service while, on an aggregate outstanding debt 135 
service basis producing substantially downward-sloping debt service demands. 136 

 137 

e. The City shall maintain a minimum ratio of Combined Utility Fund revenues to 138 
maximum annual combined utility debt service requirements of one hundred 139 

twenty-five percent (125%), with a target of ensuring that annual coverage 140 
exceeds two hundred percent (200%) in each year. 141 

 142 
f. The City shall make efforts to maintain the average maturity of its general 143 

obligation bonds at or below fifteen (15) years.  144 

 145 

g. The City shall make efforts to maintain the average maturity of its revenue bonds 146 
at or below thirty (30) years.   147 

 148 
h. The City shall amortize debt financing for capital projects over a term not to 149 

exceed the average useful life of the financed assets. 150 
 151 

i. The City shall review at least annually its outstanding debt for economic 152 
refunding opportunities. The City shall evaluate refunding opportunities on a net 153 
present value savings basis, considering for execution those refunding 154 

opportunities that stand to produce present value savings as a ratio of refunded 155 
principal of no less than three percent (3%), five percent (5%) and seven percent 156 

(7%) for current, advance and synthetic refundings, respectively. Refunding or 157 
restructuring opportunities that do not meet these minimum savings thresholds, 158 
but are otherwise determined to produce substantive economic, strategic, 159 

budgetary or other material benefits to the City may be considered. Unless an 160 
alternative structure is deemed to serve a particularly prudent, economical or 161 

strategic purpose, refunding savings shall be structured substantially evenly over 162 
the life of the refunded bonds, or in a manner to reduce the terms of the bond 163 

repayment cycle. 164 
 165 

j. The City may consider the use of debt financing alternatives or programs, such as 166 
State Revolving Fund loans, when such alternatives are deemed advantageous 167 
and/or appropriate. 168 

 169 
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k. The City shall maintain compliance with all rules and regulations of the Securities 170 

and Exchange Commission (the “SEC”) and the Municipal Securities Rulemaking 171 
Board (the “MSRB”), including those concerning ongoing continuing disclosure 172 
standards and practices. The City maintains a written post-issuance compliance 173 

policy related to its tax-advantaged financings. 174 
 175 

SECTION 3. DEBT ADMINISTRATION AND FINANCING 176 
 177 
A. The Department shall be responsible for preparing the preliminary and final official 178 

statements as required for the City’s debt offerings, and for ensuring ongoing compliance 179 

with secondary market disclosure requirements. In the case of general obligation bonds, 180 
the Department is also responsible for ensuring an estimate of the mill levy required to 181 

service any proposed debt financing is provided to City Council.  182 
 183 

B. The City Clerk shall be responsible for collecting and maintaining all supporting 184 
documentation, such as City Council meeting minutes and relevant resolutions and 185 

ordinances, as well as for receiving and maintaining sufficient copies of the preliminary 186 
and final official statements, and the full transcript of publicly issued debt, in accordance 187 

with federal and state regulations. 188 
 189 
C. The City shall invest bond proceeds pursuant to its investment policy and with adherence 190 

to all applicable state and federal regulations. 191 
 192 

D. The City shall engage external, independent bond counsel for all debt issuances. The 193 

Director, or other City staff delegated at the Director’s discretion, is responsible for 194 

establishing and administering an equitable selection process for engaging bond counsel. 195 
All debt issuances shall include a written opinion by bond counsel affirming that the City 196 
is authorized to issue such debt, stating that the City has met all federal and state 197 

constitutional and statutory requirements necessary for its issuance, and opining on the 198 
debt’s federal and state income tax status.  199 

 200 
E. The City shall engage an external, independent financial advisor for all debt issuances. 201 

The City’s financial advisor shall be registered as a “municipal advisor” under applicable 202 

Federal law. The Director, or other City staff delegated at the Director’s discretion, is 203 
responsible for establishing and administering an equitable selection process for engaging 204 
a financial provider. For debt issuance, the financial advisor shall provide the City with 205 

advice and guidance on the preparation, structure, timing, and pricing of the issuance. 206 

The financial advisor shall be prepared to provide post-pricing analysis or ongoing 207 
research, data and analytics as requested by the City.   208 
 209 

F. The City may use short-term financing, such as Temporary Notes, to meet temporary 210 
financing requirements for projects until the final cost of the project is known or can be 211 

accurately projected. In some cases, projects may be funded with internal funds that will 212 
be reimbursed from proceeds of long-term debt issued at a future date.  213 
 214 
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G. Credit Enhancement may be used if the cost of acquiring such Credit Enhancement is 215 

determined to reduce the City’s borrowing costs and/or facilitate other advantageous 216 
borrowing terms or improved marketability for the debt financing.  217 

 218 

H. The City shall seek to issue its Temporary Notes, General Obligation Bonds and Revenue 219 
Bonds through a competitive sales process. In instances in which the City deems the 220 
result of an attempted competitive sale as unsatisfactory, it may, at the election of the 221 
City Council, enter into negotiation with an underwriter for the sale of the bonds where 222 
permitted by Kansas law. For circumstances in which the Director deems a prospective 223 

debt issuance as unusually complex, extraordinary, or otherwise unsuitable for a 224 
competitive sale process, the Director may recommend pursuing a negotiated sale process 225 
within the constraints of all applicable laws and regulations. 226 

 227 
SECTION 4. CONDUIT FINANCING 228 

 229 
A. The City may sponsor conduit financings in the form of Industrial Revenue Bonds and 230 

similar instruments for activities (i.e., economic development, housing, health facilities, 231 

etc.) that are expected to serve a purpose of the general public, and are consistent with the 232 
City’s overall service and policy objectives as determined by the City Council. 233 

 234 

B. The City shall take appropriate measures to ensure that it is insulated wholly from credit 235 
risk and repayment exposure with regard to any conduit financings. All conduit 236 

financings must be reviewed and approved by a City staff review committee before being 237 
submitted to the City Council for consideration. City staff shall also approve of the 238 
selection of the underwriter and bond counsel for such conduit debt, ensure compliance 239 

with secondary market disclosure and federal arbitrage requirements, and establish 240 

minimum acceptable credit ratings for such conduit debt. The applicant will reimburse 241 
the City for its own financial advisor and/or issuer’s counsel to provide advisory services 242 
on the transaction. 243 

 244 
C. The City may charge an application fee related to conduit issuance to cover its costs of 245 

administration of the financing, both at execution and over the life of the bonds. The 246 
Department shall produce a schedule in writing of such fees and shall provide such 247 
schedule to any conduit borrower at the time it applies for such financing.  248 

 249 

SECTION 5. ARBITRAGE LIABILITY MANAGEMENT 250 
 251 

A. Federal arbitrage legislation is intended to discourage entities from issuing tax-exempt 252 

obligations unnecessarily. In compliance with the spirit of this legislation, the City shall 253 
not issue debt financing except for the purpose of financing clearly identifiable projects 254 
with reasonable prospects for timely initiation and completion. The City shall 255 
strategically issue temporary financing and subsequent long-term tax-exempt debt in a 256 
manner that ensures the timely and appropriate expenditure of bond and note proceeds. 257 

 258 
B. Because of the complexity of arbitrage rebate regulations and the severity of non-259 

compliance penalties, the City may engage external consultants to provide arbitrage 260 
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calculation and compliance services. Such consultants shall be chosen at the discretion of 261 

the Director. 262 
 263 

SECTION 6. CREDIT RATINGS 264 
 265 

A. The Director is responsible for maintaining relationships with the rating agencies that 266 
assign credit ratings to the City’s bond and notes. This effort includes providing periodic 267 
updates on the City’s general financial condition, along with coordinating meetings and 268 
presentations in conjunction with each new debt issuance, as appropriate.   269 

  270 

B. The City shall maintain a credit rating on its bonds and notes from at least one rating 271 

agency designated by the SEC as a Nationally Recognized Statistical Rating Organization 272 

(NRSRO). The Director shall hold responsibility for determining which rating agency or 273 

rating agencies the City shall engage to rate its bonds and notes. 274 

 275 

C. The City shall make efforts to achieve, maintain, and as deemed feasible and appropriate, 276 
improve its bond and note credit ratings to no less than the following standards in an 277 
effort to achieve favorable interest rates and borrowing terms and preserve access to 278 

capital markets: 279 
 280 

a. General Obligation Bonds rated not less than the third highest rating (including 281 
modifiers) by at least one NRSRO. 282 
 283 

b. Revenue Bonds rated in not less than the fourth highest rating (including 284 

modifiers) by at least one NRSRO. 285 
 286 

c. General Obligation Temporary Notes rated in the highest category available from 287 

at least one NRSRO. 288 

 289 

D. The City shall work to maintain a debt profile characterized by the following criteria, 290 

which has been established with consideration for criteria published by rating agencies 291 

that is characteristic of the credit rating quality the City wishes to preserve. 292 
 293 

a. Direct Debt as a ratio of estimated actual (market) value of taxable property 294 
within the City’s corporate limits shall not exceed three percent (3%).  295 
 296 

b. Direct Debt as a ratio of total governmental funds’ revenue shall not exceed one 297 
hundred twenty percent (120%). 298 

 299 
c. Direct Debt Service Expenditures as a ratio of total governmental fund 300 

expenditures shall not exceed fifteen percent (15%).  301 
 302 

d. Not less than 65% of the City’s general obligation bonds shall amortize within the 303 

ten years next succeeding the current year.  304 
 305 
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e. For any given year, net revenues available for debt service shall be not less than 306 

two hundred percent (200%) of debt service associated with Senior Lien 307 
Combined Utility Revenue Bonds. 308 
 309 

f. For any given year, net revenues available for debt service shall be not less than 310 
one hundred ten percent (110%) of combined debt service associated with Senior 311 
Lien Combined Utility Revenue Bonds, Subordinate Lien Combined Utility 312 
Revenue Bonds and State Revolving Fund loans. 313 

 314 

g. Days of cash on hand, as defined by the NRSROs then-rating the City, shall not 315 
be less than 185 for the Combined Utility 316 

 317 

SECTION 7. DEFINITIONS OF TERMS 318 
 319 

A. “Arbitrage” is defined here as the difference between the interest paid on tax-exempt 320 

municipal bonds and the interest earned by investing the bond proceeds in higher-321 
yielding securities. Federal income tax law typically restricts arbitrage yield earned on 322 

the investment of tax-exempt bond proceeds.   323 
 324 

B. “Arbitrage Rebate” is defined here as the amount of arbitrage earnings in excess of 325 

arbitrage yield restrictions on tax-exempt bond proceeds that must be remitted to the 326 
federal government. 327 

 328 
C. “Credit Enhancement" is defined here as the utilization of the credit of an entity other 329 

than the issuer or obligor to provide supplementary security for debt financing. Credit 330 

enhancement often takes the form of bond insurance, which is a guarantee by a bond 331 

insurance provider to make timely principal and interest payments in the event the 332 
obligor fails to do so. The benefit of credit enhancement is increased security for 333 
bondholders, which may translate into a more receptive capital market and/or higher 334 

credit ratings and lower borrowing costs. 335 
 336 

D. “General Obligation Bonds” is defined here as bonds backed by the full faith and credit 337 
of the City. The taxing power securing general obligation bonds includes an unlimited ad 338 

valorem tax levied on real property in an amount sufficient to service general obligation 339 
principal and interest payments. A special tax rate is levied annually to service general 340 
obligation debt service. General Obligation Bonds are typically considered very strong 341 
credits, often characterized by high marketability and lower relative borrowing costs 342 

compared to Revenue Bonds. 343 
 344 

E. “Direct Debt” is defined here as the City’s outstanding gross debt burden including all 345 

general obligation and tax-supported bonds, notes, loans and capital leases and any other 346 
debt secured by a general obligation of the City (as further defined by the NRSROs used 347 
by the City). 348 
 349 

F. “Direct Debt Service Expenditures” is defined here as debt service expenditures 350 
associated with Direct Debt in any given year. 351 



9 | P a g e  
 

 352 

G. “Revenue Bonds” is defined here as bonds secured by revenues generated from the 353 
operation of a City utility, facility, service or other program. Such revenues may arise 354 
from dedicated user fees or service charges. The planning for, and issuance of, Revenue 355 

Bonds can be more complicated than that of General Obligation Bonds due to the often 356 
nuanced nature of the former’s security structures, and the complexities involved in 357 
forecasting and implementing changes in revenues to service debt financing through user 358 
fees and service charges. 359 
 360 

H. “Special Assessment Bonds” is defined here as bonds issued to develop facilities and 361 
basic infrastructure for the benefit of privately owned properties within a particular 362 
assessment district. Assessments are levied on properties benefited by the project and 363 
used to service the debt. The issuer’s recourse for the non-payment of assessments is 364 

property foreclosure, at which point the balance of the special assessment debt becomes a 365 
direct obligation of the City. 366 

 367 
I.  “Temporary Notes” is defined here as a short-term obligation issued to provide 368 

immediate financing that is expected to be paid or refinanced by the issuance of additional 369 
Temporary Notes or long-term financing at a future date. Temporary Notes typically mature 370 
in one year or less, and are limited to a maximum maturity of four (4) years under state law.  371 

 372 

PASSED AND APPROVED by the Governing Body on October 4, 2016. 373 
 374 

 375 
      CITY OF TOPEKA, KANSAS 376 

 377 
 378 

ATTEST:     ______________________________ 379 
      Larry Wolgast, Mayor 380 
 381 

 382 
______________________________ 383 
Brenda Younger, City Clerk 384 


